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Title:
CITY COUNCIL AS LANDLORD
NEW CAR FRANCHISES
SITES 69 & 72 KINGTOWN INDUSTRIAL ESTATE

Report of:
HEAD OF PROPERTY SERVICES

Report reference:
PS  01/04

Summary:

The Council (acting as landlord) has received applications to allow new car franchises at Kingstown.  The current policy for the industrial estates is being reviewed but provides the Council with flexibility to treat each site on its own merits.  Members are asked to consider these applications and decide whether to allow such uses within the existing policy.

Recommendations:
It is recommend that:

1. Members make a decision about whether to permit new car franchises at sites 69 and 72 Kingstown Industrial Estate, subject to final terms being negotiated and agreed on a lease by lease basis.

Contact Officer:
David Atkinson 
Ext:
7420

1. BACKGROUND INFORMATION & OPTIONS
INTRODUCTION
1.1 Members have instructed Officers to provide a report about the current industrial estate letting policy as it relates to user clauses in Council leases and whether new car franchises can be permitted for two specific sites – being 69 and 72 on Kingstown Broadway.  

1.2 This report outlines the current policy and practice – and seeks a decision on a lease by lease basis.

DETAIL

1.3 The industrial estate letting policy dates back to 1985 and a review is overdue.  This asset review is part of the major exercise to consider all economic development related assets, the recommendations of which are not likely before 2005.

1.4 In the meantime, new car franchises are considering locating at Kingstown because there is a shortage of alternative suitable sites immediately available in Carlisle.

1.5 Generally, leases at Kingstown expressly state that no parts of any site shall be used for the sale or display of cars or components – except those sites located on frontage land as shown on the attached plan.  Commercial vehicle franchises are acceptable.  

1.6 The prevailing philosophy has been to support Kingstown Industrial Estate being developed to provide primarily employment related uses within the 1987 Use Classes Order – being offices, warehousing and industry. 

1.7 New car showroom franchises of a good quality have only been accepted for selected sites, particularly to the front at Grearshill Road / Kingstown Road.

1.8 This policy was first established in 1985 so that:-

To the extent that prime sites at Kingstown Industrial Estate should be made available to franchised car sales outlets with service facilities.  With the intention of trying to maintain a high standard of development on the estates, the use of land or buildings for other car sales operations will generally not be approved, although the Council will assess each proposal on its merits according to its overall policy for the estate in question.

1.9 This policy was affirmed by the Economic Development Sub Committee at its meeting on 20 September 1995, when it was resolved:-

· that the existing Council lettings’ policy for car franchise and retail uses be reaffirmed;

· that the established practice at Kingstown of permitting new car franchises only on the frontages of the estate to Kingstown Road and Parkhouse Road be endorsed.

1.10 There is an increasing shortage of allocated development sites in Carlisle for many different land uses.  With the open market demand prevailing, the most profitable uses squeeze out the less profitable.  Particularly, there are fewer and fewer sites available adjoining or near to motorway access because of Central Government planning limitations.  This is beginning to have consequences for the local property market.

1.11 In the case of Kingstown, for example, there is a demand for car showrooms on industrial and warehousing sites.  This demand is partly as a consequence of sites in the City Centre currently used for car showroom purposes being, in turn, potentially changed for more profitable retail and residential development such as the proposed superstore at Victoria Viaduct, who in turn would prefer a greenfield development site.

1.12 Planning permission for car showrooms on Kingstown Broadway have been approved where it has been considered appropriate to do so.  Businesses now wish for landlord’s consent to be approved.

1.13 The Industrial estate asset review was to look at this in detail – but the conclusions will not be ready for at least a year.  In the meantime, businesses wish to develop for alternative uses.  A letter is attached to this report from one of the latest applicants.

1.14 This report provides Members with the opportunity to make a decision to allow car showrooms on Sites 69 and 72 Kingstown Industrial Estate.

1.15 There is a concern that if consents were given, then it will set a consequent precedent prior to the asset review recommendations.  The current policy does allow flexibility on a site by site basis: Sites 69 and 72 are shown on the attached plan and are within the estate but are accessed from Kingstown Broadway.

1.16 If Member’s introduce more flexibility within the confines of the existing policy, then a decision is requested.

1.17 In practice, the usual way to resolve the matter, if Members’ wish, is to allow the existing lease to be surrendered and for a new one to be granted upon terms to be valued and negotiated.

1.18 This, known as a surrender and renewal of lease, has been common practice for many years where there is a different basis of valuation.  In the case of any perceived restrictive user clause, there is a difference in valuation between a tightly drafted one and a more flexible clause which gives a tenant freedom to carry out more profitable business uses.

1.19 If Members do agree to provide more flexibility in these instances, then there is still a negotiation and agreed settlement to finalise on a lease by lease basis.

1.20 Land may be made available shortly at Parkhouse for release as car showroom sites and it was hoped to direct demand there.  However, the electricity supply problems are constraining this presently.

2. CONSULTATION

2.1 Consultation to date:  Various firms of chartered surveyors are aware that this report is being presented to Members and will, undoubtedly, seek to change user clauses on their own clients’ property if this is approved.  These may need to be brought back as a further site by site analysis until the larger review concludes.

2.2 Consultation proposed: No formal process is suggested, other than through the asset review, where a consultation programme will be implemented in due course.
3. RECOMMENDATIONS
It is recommend that:

3.1 Members make a decision about whether to permit new car franchises at sites 69 and 72 Kingstown Industrial Estate, subject to final terms being negotiated and agreed on a lease by lease basis.

4. REASONS FOR RECOMMENDATIONS


4.1 To seek Members’ decision about whether to allow different users upon requests by local businesses, such as the one attached to this report.

5. IMPLICATIONS

· STAFFING / RESOURCES :  A considerable amount of time is spent enforcing existing lease covenants.

· FINANCIAL :  It is assumed there would be no financial consequences of a change in policy as long as Members re-affirm the current practice of negotiating and agreeing terms on a lease by lease basis.

· LEGAL :  Except for sites where the retailing of vehicles is permitted the user clause in leases on Kingstown Industrial Estate permits a specified use which can only be changed with the consent of the Council.  The Council has discretion on whether to release or to withhold consent.  

If the user clause is widened to permit retail sales of cars, the provisions of the Landlord and Tenant Act 1927 prohibit the Council from making a financial charge for granting consent to widening the user.  Any gain in these circumstances would be recouped at the next rent review date.

Alternatively, a tenant may offer to surrender the existing lease and take a new lease with a wider user but at a revised rent which would be a mater for negotiation between the parties.


· CORPORATE :  Included.

· RISK MANAGEMENT:   Not required. 

· EQUALITY ISSUES :  Not relevant. 

· ENVIRONMENTAL :  Planning permission has already been obtained on sites at Kingstown Broadway for new car franchises. 

· CRIME & DISORDER :  Not relevant.

· IMPACT ON CUSTOMERS:  It has been suggested that if the Council does not approve this, job losses will occur.  However, Members need to be aware that there will be a further reduction in the supply of general industrial and warehousing buildings but Kingmoor Park has a substantial supply of land available presently.









Note: in compliance with Section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers:  EN 202/97; EN 269/95
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