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Introduction 

Motherwell District Council have approached North Lanarkshire Council with a request to approve the 
sale of industrial property at Righead Industrial Estate. 

Backa ro u nd 

Motherwell District Council built the factory at Righead Industrial Estate for the glass company Solaglas 
Ltd. Solaglas have now approached Motherwell and asked them to build an extension increasing the size 
of the factory from 50,OOOsq ft to 75,OOOsq ft. This extension should increase the employment by 75 
making Q total employment of 150. 

Until recently it would have been possible to fund a development such as this by granting a long lease 
claiming a capital receipt and borrowing the money. This financial mechanism is no longer available and 
Motherwell intend to sell the whole factory along with the extension in order to fund the building of the 
extension. A marketing exercise has been carried out and offers have been received from 6 parties, the 
highest and second highest offers are as follows:- 

0 Sun Life Pension Management Ltd €3,163,000 

0 GMC Pension Fund €3,160,000 

The proceeds of this sale will be used to pay Motherwell District for the value of the existing building 
(€1,600,000), pay for the cost of the extension (estimated at E800,OOO) with the balance being split 
equally between Solaglas and Motherwell. 

Motherwell are having to give Solaglas a share in the proceeds of this sale because of changes in the 
lease that Solaglas are prepared to give and also guarantees with regard to the payment of rent in the 
future. Without these changes and guarantees it would have been impossible for Motherwell to sell the 
investment for the price that has been achieved. It is therefore reasonable for Solaglas to share in the 
sale proceeds. 
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The Director of Finance indicated that until the recent change in the Secretary of State's rules relating to 
the effect on allocations of transactions involving long-term leases, the cancellation of the Solaglas lease 
would have given rise to notional capital expenditure. Since this is no longer the case, the General 
Services Allocations of Motherwell District and North Lanarkshire Councils would be enhanced by the net 
capital receipt which I understand would be approximately E 1.9 million. 

This capital receipt will be of benefit to North Lanarkshire Council in two possible ways:- 

* it could reduce the need for MDC to utilise CFCR in the current year, thereby increasing the revenue 
surplus being carried forward into 1995/96 

it could be used to finance some of the projects required to tackle the North Lanarkshire Council 
accommodation needs 

The drawback to the transaction is that NLC would lose- the annual rental income of €200,000 
(increasing under rent reviews). However, this would give rise to two effects:- 

* under present distribution mechanisms, in two years time the RSG payable to NLC would start to 
increase to compensate 

the capital receipt would save NLC annual borrowing costs of some €227,000 (although in turn RSG 
mechanism would cancel out this effect) 

There is therefore a short-term cost advantage to NLC of some €90,000 but due to adjustments in RSG 
over the long term, this sum will be reflected in reduced grant leaving NLC neither worse nor better off as 
a result. 

Conclusion 

This development has been reported regularly to Motherwell's Economic Development Committee and I 
a m  aware of the proposal. The principle purpose of this exercise is not to make money although it will 
create a capital receipt of around €1.9 million for Motherwell District but to built an extension which will 
bring a number of new jobs to the District. For this reason I would recommend that the sale be supported 
and that North Lanarkshire Council should not object to this proposal. 

RECOMMENDATION: THAT THE COUNCIL APPROVE THE SALE BY MOTHERWELL DISTRICT 
COUNCIL OF THE SOlAGlAS FACTORY AT 6 JAMES STREET, RIGHEAD INDUSTRIAL ESTATE, 
BELLSHI LL. 
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