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I )  Purpose Of Report 
To identify a strategy for the disposal by lease or sale, of corporate property and to  identify, if 
appropriate, where a value of less than market value can be considered. 

2) Department 
All Council Departments. 

3) Description 
Within the context of this report property is the Council's corporate property holding. 

Generally, this can be taken to mean all buildings and land in which the Council has a legal 
interest with the exception of the housing stock. For clarification, the corporate property 
holding includes houses that are held for operational reasons, i.e. janitor's houses, caretaker's 
houses and generally all houses that are occupied as a condition of the tenant's employment. It 
would also include all property no longer required for operational purposes. For the purposes 
of this report property for residential use is specifically excluded. 

4) Background - General 
It will be the practice of North Lanarkshire Council to dispose of i t s  surplus and commercial and 
industrial property, either by way of lease or  sale, at  the best price, normally market value. 
However, the Council is from time t o  time asked to sell or lease property at less than market 
value and to accede to  this request can be in conflict with the Council's financial and legal 
requirements. On a practical basis, if a property is sold or leased a t  less than the best price 
there will usually be a consequent loss of revenue income where property is leased and a loss 
of capital receipts where it is sold. Community groups, voluntary organisations, charities and 
others often seek property a t  less than best price and the purpose of this report is to establish a 
strategy for the sale/lease of property. 

When considering this report consideration should be given to the statutory and advisory 
statements on the subject: 

a) Under Section 74 of the Local Government (Scotland) Act I973 "a local authority may 
dispose of land in any manner they wish. Except with the consent of the Secretary of State, 
a local authority shall not dispose of land .... for a consideration less than that can 
reasonably be obtained". 
The Accounts Commission has adopted the report (Local Authority Property - A 
Management Handbook, 1988) of the Audit Commission by stressing the importance of 
securing full financial return from the use of the Council's property assets. The report 
stated: "Although these practises (selling/leasing at less than market value) are common in 
many local authorities, there is  little justification for them. If an authority is in favour of 
subsidising a voluntary body, the subsidy should be overt and paid by grant by the 

b) 
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Committee responsible for the voluntary body's activities, not by the owning committee 
which should always seek to obtain a market rent for its property.'' 

c) Under Section I70 of the Local Government (Scotland) Act I994 it is the "duty of each local 
authority to make proper arrangements for securing economy, efficiency and effectiveness 
in their use of resources". 

5 )  Background - Property 
Property can normally be disposed of in two ways and the implications for the Council are 
dependant on the method of disposal: 

a) Sale Of Property 
It is not possible to  justify from a property management viewpoint the sale of property in 
terms of value for money at less than best price. While the imposition of certain 
conditions within the sale, e.g. restricting future use, is possible, this could not be 
construed as "best price" as the market may be willing to purchase the site without the 
restriction at a higher value. There may be occasions when it may be in the Council's best 
interest to restrict use of the site. If this has been done and it affects the value the report 
will specifically state any such agreement and include the rationale for the sale. Such a sale 
will be require the consent of the Secretary of State for Scotland. The Council should be 
aware that a purchaser can apply to the Lands Tribunal to have such restrictions removed 
and the Council may not be fully compensated for the consequent loss. In these 
circumstances it is possible that the Council could lose not only the specific use of the site 
but  also potentially the difference in the values. In any event it has a direct effect on the 
Council's Capital Receipts. 

b) Lease Of Property 
The argument for leasing property is similar, although distinctly different in one aspect to  
outright sale and that difference is that the transaction is limited by time. A lease must 
have an agreed length and consequently any apparent loss of rent can be restricted. It may 
be that a property is unable to achieve the market rent due to a number of local or national 
influences, many of which may be cyclical or temporary in nature. The concern arises if a 
property is empty and the Council receives an enquiry from an organisation who is unable 
or unwilling to pay a market rent. If, in the opinion of the Council, it merits such treatment 
there may be an opportunity to satisfy both parties. 

The Council could lease the property on the very short term a t  a nominal rent. This would 
give the organisation the property and would allow the Council to achieve a degree of 
efficiency and economy by reducing its empty property costs such as maintenance and rates. 
The property would require to be almost immediately available to any party that was willing 
to pay the market rent and consequently any lease at less than best price should be very 
short in nature. A short period of notice of termination would allow early entry to the 
tenant willing to pay market rental while giving almost no security of tenure to the 
concessionaire rent payer. The lease can only be guaranteed for the short period agreed 
and, while it may continue for a considerable period on tacit relocation, i.e. continually 
renewing unless terminated, there can be no agreement for any longer than the original 
lease. 
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Leasing the property on the very short term can have a number of benefits to the Council: 

i) There are distinct value for money advantages by reducing the running costs to the 
Council of an otherwise empty property. The tenant can relieve the Council of at 
least some of the rates, maintenance, insurance costs. 

ii) The Council could consider the use of property in the wider context of the social and 
economic strategies by the provision of otherwise empty property, to  charitable and, in 
the opinion of the Council, worthy organisations on a short term basis. 

iii) Unoccupied property can significantly detract from the image of a particular 
development or area. This can impact on the rents achievable to  other nearby 
properties in the ownership of the Council and to the general lifestyle of local 
residents. 

6) Proposed Strategy 
If the Council adopt an overall strategy for the disposal of property it will assist in a number of 
ways. It will allow officers dealing with enquires to  state the Council position thus giving 
enquirers a definitive answer. It will also give the Council a basis and a clarity of purpose for 
property management and to operate in a consistent and fair manner. 

a) Overall Disposal Strategy 
In order that the Council is perceived as fair, open and reasonable in matters relating to 
property transactions, specifically to  the availability of property for sale or lease, it is 
proposed that the Council operates as follows: 

i) All property available from the Council will normally be advertised, either by "For 
Sale/Lease" boards on the property and/or in the local press. Offers will be invited and 
considered in accordance with the policies, procedures and scheme of delegation to 
officers adopted by the Council. 

ii) Where there is interest in a property from an adjacent proprietor or, in the opinion of 
the Director of Planning and Development, where there may be some benefit either 
economically or socially to the Council, then negotiations will be entered into and the 
terms and conditions will normally be reported to Committee. 
In order to maintain transparency all transactions of this nature, irrespective of the 
scheme of delegations, will be reported to Committee for a decision. The exceptions 
to this, under the scheme of delegations, are the sale of garden ground where the 
market and value are less contentious and the lease of industrial property where "a first 
come first served" policy has been adopted. 

iii) No property will be advertised as available for a reduced rent, but will be initially 
offered at on market terms. 

a) Sale Of Property 
All recommendations on the sale of property will be at best price, i.e. normally market 
value. The Director of Planning and Development will not recommend the sale of property 
at  a reduced or nominal sum. It is, of course, at the discretion of the Committee to decide 
on the acceptability of any recommendation. 
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b) Lease Of Property 
The majority of leased property will fall within the category of a market transaction and the 
reports will be submitted in the standard form normally recommending conclusion on the 
terms and conditions reported. It should be noted that market rent in the context of this 
report shall be determined by the Head of Economic Development and Property. 
However, if a request has been made to lease a property a t  a rent less than best price then 
it is possible to agree that in terms of economy, efficiency and effectiveness that it would be 
prudent for the Council to consider the proposal. To be eligible for a reduced rent 
property must satisfy the following: 

j Criteria For Consideration 

i) 

i i) 

iii) 

iv) 

v) 

Prior Availability 
The property will require to have been advertised or marketed for disposal, by sale or 
lease, either specifically or generically, at'market value within the previous I 2  months 
and no substantive interest shown. 
Con ti n u e d Availa bil ity 
The prospective tenant will require to allow the premises to  be advertised for sale or 
lease during their tenure and to  allow any reasonable viewing of the premises by 
interested parties. This may include the provision of "Property Available" signs on the 
premises. 
Interest Identification 
It is the only known interest in the property. In the event of a number of competing 
interests the Committee will be requested to select the tenant in addition to approving 
the terms and conditions. 
Use 
In the light of all circumstances relevant to the use of the property, the proposed use is 
considered to be reasonable and consistent with any applicable Council policies. This 
will generally exclude commercial organisations. It is suggested that a t  some future 
date the Council adopt a policy, perhaps within the Council's Social Strategy, on the 
suitability of particular organisations. 
Benefit 
There must be a cost benefit to the Council in having the property occupied, as 
identified in section 5b (i - iii) above. 

Terms and Conditions 
If the above conditions are satisfied then the property can be considered for lease on the 
following terms and conditions: 

i) The length of lease will be one week and requiring 7 days notice. 
ii) The rent will be f I .OO per week, if asked. 
iii) The responsibility for all outgoing, i.e. maintenance, insurance, rates will be a matter of 

negotiation with the presumption that they will become the liability of the tenant. 
iv) It is recognised that a variety of organisations may seek to take advantage of this 

strategy and it is proposed that the suitability of the tenant is considered in 
a similar manner to a market value transaction. It should be recognised a t  the outset 
that this strategy is primarily for the non-profit making, charitable organisations or, in 
the opinion of the Council, organisations that merit similar consideration. The 
suitability of the tenant will be a matter for the consideration of the Committee. 
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It should be recognised that if an organisation wish the security of a longer lease, should this 
policy be adopted, the rent will be at market value and if the Council wish to provide 
support it would be distinct and unrelated to the lease negotiations. 

7) Recommendation 
It is recommended that the Committee agree: 

a) 
b) 

‘c) 

That the overall disposal strategy identified above be adopted, 
That the strategy relating to sales be adopted, 
That the strategy relating to leases be adopted subject to review throughout the first year of 
operation following which a report be submitted on the outcome for the consideration of 
the Committee. 

Direcior of Planning and Development 

Local Member: All Members 

Should you wish further information of this report please contact Gordon Smith, Head of Economic 
Development and Property (0 I236 6 16204) 


