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1 PURPOSE OF REPORT 

Ref MAR/HM 

The purpose of this report is to outline the basis of the legal action currently being pursued against 
Campsies Centre (Cumbernauld) Limited and to seek consent from th i  Council to provide the 
Company with interim financial assistance. 

2 BACKGROUND 

Members may recall that Cumbernauld Development Corporation set up a Company known as 
Campsies Centre (Cumbernauld) Limited as a special purpose vehicle company to facilitate the 
redevelopment of Cumbernauld Town Centre. Various assets were placed in the Company’s control, 
and as part of the transfer package from Cumbernauld Development Corporation, North Lanarkshire 
Council inherited the special purpose company. Although the shares in the Company are wholly 
owned by North Lanarkshire Council, the Company is a Public Limited Company. and has no formal 
legal connection with North Lanarkshire Council. Six North Lanarkshire Councillors are Directors 
of the Company. 

3 HISTORY 

The whole purpose of the special purpose vehicle company was to ensure that the Redevelopment of 
Cumbernauld Town Centre was carried out as effectively as possible. In 1994, Cumbernauld 
Development Corporation selected Arrowcroft Group Plc as the preferred Developer, and thereafter 
work commenced on the preparation of a Development Agreement which would allow the 
Redevelopment to take place. However in June 1996 when the Council inherited the control of 
Campsies Centre (Cumbernauld) Limited, Arrowcroft had still not signed the Development 
Agreement. 

After several months of further discussions with Arrowcroft, by October 1997 the Development 
Agreement had not been completed. The Company were dissatisfied with the scheme on offer and 
Arrowroft’s performance. Legal advice was then obtained on the Council’s ability to withdraw from 
negotiations. This indicated that there was no legal bargain. 

Having/ 
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Having considered 
negotiations with 
development sites. 

all factors, the Board of the Company approved the proposal to withdraw from 
Arrowcroft, and thereafter to commence the remarketing exercise of the 
This is proceeding on schedule. 

On 21 November 1996 Arrowcroft commenced legal action to sue the Company for losses and 
damages which they have suffered as a result of the Council withdrawing. Their claim is that there 
was a Contract and by the failure of Campsies Centre to honour their commitments, Arrowcroft have 
lost protits of f5,319,594. 

Following the raising of the action, which the Campsies Centre (Cumbernauld) Limited are currently 
in the process of defending, Arrowcroft have taken certain steps against Campsies Centre 
(Cumbernauld) Limited. The steps prevent the Company from disposing of its assets and provide 
Arrowcroft for security for their claim in the event that it is successful. An inhibition has been 
lodged against Campsies Centre (Cumbernauld) Limited which effectively freezes the assets and 
arrests the Company’s Bank Account. There is a credit balance in excess of f2.5M in the Current 
Account, however the arrestment of the Account prevents the Company from carrying on its daily 
business. 

A Motion has therefore been put to Court seeking to  have the arrestment released. The Motion 
indicates that as the Company are of the opinion (based on the valuation’provided by the District 
Valuer that the open market value of the site was € 1  1M also the f2.5M in the current Account would 
be available in addition to this sum) that the assets of the Company are in excess of €13M and in 
view of the fact that Arrowcroft were suing for f5.4M damages, there was no necessity to retain the 
arrestment of the Bank Account for its security purposes given the existence of the of the inhibition. 

When the matter was considered by Court, representatives acting on behalf of Arrowcroft, disputed 
the District Valuer’s valuation and stated that the value of the development site was less than f4M. 
The Court considered both reports but in view of the disparity between the reports felt unable to 
decide at that time whether the heritable assets of Campsies Centre (Cumbernauld) Limited exceeded 
f5.4M and suggested that an independent valuation report was commissioned and tabled for 
consideration. Campsies Centre (Cumbernauld) have instructed a further valuation by an independent 
firm of Chartered Surveyors (Montagu Evans prepared the Valuation). The Valuation states that the 
value of the site is in excess of f 13M. The Report has now been prepared and submitted to the 
Agents acting on behalf of Arrowcroft in accordance with the appropriate Court procedure, and it is 
anticipated that Arrowcroft will also have commissioned an independent Valuation and will no doubt 
seek to undermine Montagu Evans’ Valuation at Court. The matter is likely to be considered further 
again by Court on Thursday, 6 February 1997. where a further attempt will be made by Campsies 
Centre (Cumbernauld) Limited to have the arrestment relaxed. 

It is possible that the Court may consider the evidence before it to be inconclusive and in view of this, 
the Campsies Centre (Cumbernauld) Limited have approached the Council requesting that North 
Lanarkshire Council, as a shareholder in the Company enters into a Minute of Agreement to allow 
the Company to continue with its daily business. At present the Company has a number of 
outstanding invoices which require payment. and as all of the assets of the Company are frozen it is 
not possible to make payment of these Accounts. There are at present two parties who have 
commenced legal action which could result in an action of liquidation against Campsies Centre 
(Cumbernauld) Limited whereby a Liquidator would be appointed by Court to liquidate the assets of 
the Company. 

The/ 
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The main purpose of the request from Campsies Centre (Cumbernauld) Limited is to ensure that the 
Company continue its business, without the risk of liquidation. If liquidation were to happen, this 
would undoubtedly result in the Council having very little influence on the precise manner in which 
the Town Centre is redeveloped as the only influence which would be available would thereafter be 
in terms of any Planning Consent granted. The Board of the Company is therefore very anxious to 
retain control. 

The Head of Legal Services has been consulted and has confirmed that North Lanarkshire Council 
would legally be in a position to enter into a Minute of Agreement with the Council which would 
allow the Council to grant a loan to the Company in order that it might honour its current and future 
obligations. The Solicitors acting on behalf of the Company have indicated that in order that the 
correct accounting procedures might be followed, it would be appropriate to enter into a formal 
Minute of Agreement setting out the amount of the loan and mechanism whereby the loan would be 
repaid to the Council. 

The Director of Finance has also been consulted on the proposal and has agreed that in the first 
instance the sum of €250,000 may be made available to the Company. Any additional advances 
would be the subject of a further Report to Committee. 

4 CONCLUSION 

As outlined above, a further Motion is due to be considered in Court on Thursday, 6 February 1997 
to the arrestment released in full, the proposals outlined in the Report above, may not therefore 
require to be implemented, however as a precaution consent is requested to proceed with the 
implementation of the Minute of Agreement to allow a loan of €250,000 to be granted by the Council 
if the arrestment is not released. 

5 RECOMMENDATION 

It is recommended that the Committee authorise the implementation of a Minute of Agreement 
granting a €250,000 loan by North Lanarkshire Council to Campsies Centre (Cumbernauld) Limited. 
The terms and conditions to be adjusted by the Director of Planning and Development in consultation 
with the Head of Legal Services and the Director of Finance. 

STANLEY COOK 
Director of Planning and Development value.mis\3 101 rprt 


