



REPORT OF THE STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION

TO THE LEAD MEMBER FOR PLANNING

FOR BRIEFING ON 16/6/2009

FOR DECISION ON 30/6/2009

TITLE: CENTRAL SALFORD URBAN REGENERATION COMPANY– NEW LEASE FOR THEIR ACCOMMODATION AT DIGITAL WORLD CENTRE SALFORD QUAYS  

RECOMMENDATIONS:  
That Lead Member for Planning is recommended to:

1. Give approval to enter into a new lease for a minimum period of three years, or a longer lease with three yearly break options/rent reviews, in respect of office accommodation for the Central Salford Urban Regeneration Company (URC) at the Digital World Centre under the terms set out in this report.

2. Give approval for the City Solicitor to complete the necessary legal formalities.

3. Give approval for the termination of the current agreement at the Digital World Centre by service of the appropriate notice.

EXECUTIVE SUMMARY

The Central Salford Urban Regeneration Company currently occupy premises in the Digital World Centre (DWC) at Salford Quays under an “all inclusive” service agreement that comes to an end on 31st August 2009 .

With the agreement coming to an end it has created an opportunity for a review to be undertaken of alternative accommodation across Central Salford particularly in light of the increased availability of properties and the competitive deals available in the current market conditions.

Having considered a number of options, it is likely that the best option is to take a lease directly from the Landlord of the DWC Building, Grapevine Ltd, which includes additional space of circa 500 sq ft which the URC now require. This will provide a substantial saving against the payments currently being made, with inducements such as a rent free period and fit out period that will contribute towards the cost of new fit out works, office furniture and equipment.

Whilst provisional terms have been agreed for a new 9 yr lease with 3 yearly break clauses, the terms of which are set out within the report, the URC are seeking an approval to enter into a new lease with a minimum of a three year term, or alternatively a longer term with three yearly break clauses. This gives the ability for the URC to negotiate the most favourable and beneficial terms of occupation within the parameters of the existing financial payments under the current occupation agreement.

The agreement will be taken in the name of Salford City Council which will enable recovery of VAT incurred as per the previous tenancy agreement.

BACKGROUND DOCUMENTS: Heads of Terms Document

Comparison summary of main options of new space considered. 

ASSESSMENT OF RISK: Low, negotiations are underway with UBC to allow for an extension of the current arrangement but the minimum notice period to vacate the current arrangement is 3 months.

SOURCE OF FUNDING: Existing URC Revenue Budget as per the approved Central Salford URC Business Plan

LEGAL IMPLICATIONS:  

Not having seen the terms of the existing Lease, I am unable to comment upon the cost of termination. However, I am assured that only dilapidations will be payable.

The proposal is to take the Lease in the name of the Council, but the premises will be wholly occupied by URC. Presumably there will need to be a sub-Lease to URC, as a mere Licence would probably not satisfy our Landlord and would probably also be in breach of the new Lease. We may have to grant a tenancy to URC which is “contracted out” of the Landlord and Tenant Act 1954. URC will need to have separate representation.

Depending upon the values and returns involved, there may be State Aid implications also.

Contact Officer and Extension No: Norman Perry x2325


FINANCIAL IMPLICATIONS:  As set out in the report. The Central Salford URC is a joint regeneration venture between Salford City Council, North West Development Agency and The Homes and Communities Agency. The rental agreement for their offices is taken in Salford City Councils name as Salford benefits from the VAT recovery on the rental, as well as the rental being part of the Councils financial contribution. 

Central Salford URC is a not for profit private company with 3 founder members and funders, being Salford City Council, North West Development Agency and Homes and Community Agency.

Nigel Dickens x2585

COMMUNICATION IMPLICATIONS: None

VALUE FOR MONEY IMPLICATIONS: The new arrangements will be at lower cost than the previous arrangements

CLIENT IMPLICATIONS: The new lease arrangements will be at a lower cost than the previous arrangements

PROPERTY: The report deals with the Lease of space by the Central Salford URC

HUMAN RESOURCES: None

CONTACT OFFICER: 
  Mark Rayner                       Extension No: 6093                                              

WARD(S) TO WHICH REPORT RELATE(S): Ordsall

KEY COUNCIL POLICIES: Regeneration

DETAILS: 

	1.0
	Background

	
	

	1.1
	Central Salford URC currently occupy the 3rd floor at the Digital World Centre on Service Agreement (Licence) which is due to expire 31/8/2009 at a fully inclusive rental of £154,900 pa. This includes rent, rates, service charge, car parking, insurance and furniture, telephones, cleaning, utilities, IT infrastructure, drinks machine, reception/ switchboard and postal service. Some of these items are not used.

	
	

	1.2
	There Licence comes to an end on 31/8/2009 and the URC have undertaken a review of their current and future needs, which shows a need for more space to accommodate growth within the business unit and a comprehensive review of potential alternative locations from which to be based.

	
	

	1.3
	They have concluded that the best opportunity available is to remain within the DWC Building. The opportunity exists in current market conditions to secure occupation at a lower rate than that currently being paid.

	
	

	2.0
	Details

	
	

	2.1
2.2

2.3
	Legal Implications.

There will be a need for a Legal Notice of Termination to be served on the space currently occupied. 

The new proposal is for a lease with a minimum term of three years or a longer lease with 3 yearly rent reviews linked to 3 yearly tenant break options.

The agreement proposed will be a Lease and not a Licence Agreement as previously entered into.

It is not yet certain on which floor the new space will be taken within the DWC, as this will be determined by URC/ DWC and UBC discussions but wherever the space is taken it will be on the terms outlined.

If the URC remain largely in their current space then there will be benefits in terms of reduced fit out costs etc.



	
	

	2.4
2.5
2.6
2.7
2.8
2.9
	Financial Implications.
Indicative figures if the new lease were to be taken on the basis of a 9 year lease with 3 yearly rent review/ tenant break options are a follows:
The rental under the proposed new lease will be £101,940 pa with a 6 month rent free period. This rental has been adjusted to an inclusive basis to allow for comparison with current occupation terms of £154,900 pa. This represents a saving of Circa £53,000 pa

If the first 3 yearly break clause is not excercised, there will also be a further 4 months rent free after the end of the 3rd year. This is an incentive to the tenant not to serve the Break Notice. 

There will be various costs associated with the exit from the current licence arrangement such as dilapidations, moving costs and assorted fit out costs.

The costs thereof are being finalised and will be managed within the existing funding the URC has available within its accommodation budget.
The URC are proposing that the costs associated with the move will be met from the savings resulting from the rent free period negotiated on the new space and the existing £20,000 bond held by United Business Centres.
The reduced revenue costs under the new agreement will be of benefit to the URC and will assist in the delivery of their objectives as set out in their approved Business plan.

The enclosed comparison survey shows the comparison like for like of the three options considered. That being, staying in accommodation they are currently in, moving to another floor within the same building or moving to a new office location.

	
	

	3.0
	Recommendations

	
	

	3.1
	That Lead Member for Planning is recommended to:
1.  Give approval to enter into a new lease for a minimum period of three years, or a longer lease with three yearly break options/rent reviews, in respect of office accommodation for the Central Salford Urban Regeneration Company (URC) at the Digital World Centre under the terms set out in this report.

2. Give approval for the City Solicitor to complete the necessary legal formalities.

3. Give approval for the termination of there current agreement at the Digital World Centre by service of the appropriate notice.


	
	

	4.0    
4.1
4.2
	Conclusion
The Proposed new lease arrangements will secure the medium to long term office requirements of the URC and will be achieved at a significantly more advantageous financial arrangement than the current position.
In approving the recommendation, it will enable the URC to negotiate the best possible terms for the required agreement within the parameters set out within the report.


Paul Walker

Strategic Director for Sustainable Regeneration
Appendix 
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_1306914322.xls
DWC & West Riverside

		PROPERTY COMPARISON FOR THE PREFERRED OPTIONS						23rd March 2009

				DIGITAL		DIGITAL		WEST

				WORLD		WORLD		RIVERSIDE

				CENTRE		CENTRE		Aldine House

		FLOOR/BUILDING		3rd Flr		2nd Flr		5th Floor

		OWNER/LEASE		United Business Centres (UBC)		Grapevine		Bruntwood

		AGENT		UBC		Canning O'Neil		Bruntwood

		SIZE (SQFT)		3,000		3,000		3,000

		RENT (£/sqft)		£44.85/£47.21/£50.75		£18.50		£15.50

		RATES (£/sqft)		incl		£6.50		£6.00

		SERVICE CHARGE (£/sqft)		incl		£4.81		£6.19

		INSURANCE (£/sqft)		incl		£0.21		£0.21

		TOTAL (£/sqft)		see above		£30.02		£27.90

		TOTAL £pa		£134,550/£141,630/ £152,250		£90,060		£83,700

		CAR PARKING				8 spaces(incl) + 9 spaces,		3 spaces + 14 spaces

						£720/600 per extra space		£1,750 each/£1,000 each

		CAR PARKING PA ASSUMING 17 SPACES		£12,560		$11,800		$19,250

		TOTAL INCL. CAR PARKING PA		£147,110/£154,190/£164,810		$101,940		$102,950

		EXTRAS		incl		Electric/cleaning/phones/IT		Electric/cleaning/phones/IT

		OPEN 24/7		Yes		Yes		Yes

		AIR CONDITIONING		Yes		Yes		Yes

		PUBLIC TRANSPORT		Yes		Yes		Yes

		LAYOUT		Flexible		Flexible		Flexible - tba

		LEASE TERM		Licence		9 yrs RR/BO at year 3/6		10 year lease, 5/3yr BO

				3 year deal

		INCENTIVE		None		6 mths rent free,		9 mths rent free

						4 mths rent free - year 4   Total - 10 months		4 mths penalty

		PROS		Established locations for CSURC		Established locations for CSURC		More central location close to the regional centre

				Very minimal moving costs		Minimal moving costs		In the heart of the wider regeneration projects, ICP, Chapel St, Greengate

				No change of address		Cheaper car parking		Shared access to meeting rooms and conference space at no extra cost

				Expand into next door minimal costs		No change of address		Newly refurbished

				1 Meeting room per month included				Dedicated facilities

				saving £2,540pa				Customer driven landlord with eco credentials

								Natural ventilation

		CONS		Most expensive		Not in the heart of the wider regeneration projects		Expensive car parking

				Paying for elements not required		Time and costs travelling to meetings in Manchester		Change of address

				No rent free		Cost of meeting room hire		Moving costs including IT infrastructure

						Landlord not responsive with repairs and cleanliness of the common areas.






