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INTRODUCTION 

The purpose of this report is to explain and consolidate the Council’s policy for 
leasing commercial and surplus properties. 

BACKGROUND 

Regeneration and Infrastructure are continuously reviewing working practices in the 
light of Best Value and best practice. This report details the policy and procedures 
that are to be formalised in dealing with the leasing of the Council’s commercial 
portfolio and ensure transparency, and aims to deliver one comprehensive document 
outlining the Council’s policy relating to this matter. 

This document follows on from a number of reports submitted to the Policy & 
Resources (Property) Subcommittee in seeking to provide a reference guide to policy 
and practice. 

GRANTING OF COMMERCIAL LEASES 

This policy outlines the processes for the granting of commercial leases over 
property held in the Council’s Commercial Property Portfolio, detailing circumstances 
where tender bids are appropriate and dealing with other estate management issues. 

The policy does not include the granting of wayleaves. 
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4. RECOMMENDATlONS 

4.1 It is recommended that Committee:- 

a) notes the contents of the report; and 

b) adopts the policy “Granting of Commercial Leases - Policy and Procedure”. 

HISLOP 
Head of Regeneration and Infrastructure 

Members seeking further information on the contents of this report are asked to contact Eric 
Hislop, Head of Regeneration and Infrastructure, on 01 236 61 6306. 
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GRANTING OF COMMERCIAL LEASES - POLICY AND PROCEDURE 

1 .O Introduction 

1 .I This policy is produced to set out Regeneration and Infrastructure’s practices and 
policies relating to the granting of Leases and aims to produce a comprehensive 
document outlining the Council’s policy relating to this matter. 

2.0 General 

2.1 North Lanarkshire Council is the largest provider of commercial property to new and 
small businesses in the North Lanarkshire area. In addition, the Council also 
provides a range of medium and large properties for let across the area. There are 
two principal reasons why the Council leases commercial property. Firstly, to fulfil an 
economic development role by providing commercial accommodation in areas where 
the market is recognised to have failed, and in this way generate business and 
employment in areas where it would otherwise not flourish. Since 1 April 2005 
through this role, the Commercial Property Portfolio has supported 3,333 existing 
jobs and helped create 1,017 new jobs, a total of 4,350 jobs which might otherwise 
have been lost to North Lanarkshire. Secondly and of equal importance, is that 
through the leasing of commercial properties, the Commercial Property Portfolio 
raises in the order of f7.5 million of revenue income to support the Council’s other 
activities. 

3.0 How Properties Are Marketed 

3.1 The Council employs a wide range of marketing tools:- 

lists of all available property are circulated on request by post and electronically 
on a monthly basis to elected members and to other interested parties. These 
Property Schedules are also available from the receptions of Fleming House, 
Cumbernauld; Dalziel Building, Motherwell; Airdrie Business Centre, Airdrie; or to 
download from www.northlanarkshire.clov.uk/commercialDroDertv. 

Details of individual vacant properties in the form of property particulars are 
available to download from the Council’s website 
www.northlanarkshire.nov.uk/commercialDroDertv, or via a commercial marketing 
website (the Council currently use Co-star on www.scottishproperty.co.uk which 
provides virtually all available commercial property in Scotland) or by request 
from the Commercial Property and Management Service. 

Prominent properties are individually marketed through the use of advertising 
boards. If appropriate, industrial estates and business centres are promoted 
through general advertising boards for each location. Isolated or less prominent 
properties are not generally promoted through the use of advertising boards to 
reduce the risk of break-ins and vandalism. 

0 High profile or sought after properties may be advertised in local newspapers and 
occasionally in the national and trade press. 
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0 A database of enquiries and property requirements is also maintained by the 
Commercial Property and Management Service and used to provide a list of 
interested parties for properties as they become available. 

0 The Commercial Property and Management Service in conjunction with other 
parts of Regeneration and Infrastructure continue to develop and produce 
information which is designed to support existing and prospective tenants. This 
is widely distributed and promotes the Commercial Property and Management 
Services’ activities. This comprises the Tenants’ Handbook, and the 10 Step 
Handbook, both of which are designed to assist prospective tenants in taking on 
a lease. Copies of both documents are available in the Members’ Library. 

4.0 Basis of Marketing 

4.1 Marketing; All Commercial Property Portfolio properties which become vacant are 
placed on the open market through the marketing tools detailed in Section 3 above, 
at a marketing rent (6.2). The marketing process seeks to advertise the availability of 
the Council’s commercial properties to as wide a catchment as is practically possible. 

4.2 Tender Process; Prospective tenants are invited to contact the Commercial Property 
and Management Service and register interest in properties they are considering 
leasing. Where it is considered appropriate and there are several interested parties, 
the Head of Regeneration and Infrastructure may determine it is in the Council’s 
interest to offer the property on a tender basis. In situations where tenders to lease 
commercial property are submitted, it will be in the format of sealed bids returned to 
the Civic Centre on or before a nominated date and time, and will be opened and 
recorded in accordance with the Council’s procedures. 

4.2.1 The Head of Regeneration and Infrastructure shall consider tenders and determine 
which tender is successful in accordance with Section 8 below. 

4.2.2 Whilst the rental to be paid is always the predominant consideration in determining 
the success of a tender bid, other factors may also be important and considered. 

> Sustainability of business 

> Benefit to local area 

> Employment 

4.2.3 Following determination of the tender, Regeneration and Infrastructure will advise the 
successful applicant and arrange to lease the property. 

4.2.4 Where a property has been tendered but no acceptable rentals or no bids have been 
received, the property will be placed back on the open market. 
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4.3 Letting Process; For the majority of properties, there may be no competing demand 
at any given time. In these cases, it is appropriate to let these properties on a first 
come first served basis. This allows a far quicker letting process which is vital for 
many tenants, and allows the Commercial Property and Management Service to 
maintain a relatively high level of occupancy. Interested parties must complete and 
submit a Property Application Form before a property is considered to be under offer. 
No fee or deposit is required for making a property application, and they do not place 
the interested party under any form of contract to lease the property. Once a 
property is Under Offer, a prospective tenant has the right of first refusal on that 
property for the period of one month. If, after the period of a month no substantive 
progress is being made in the letting, the Council retains the right to put the property 
back on the market. 

5.0 Business Support 

5.1 Details of potential tenants who contact the Commercial Property and Management 
Service regarding available property are passed to Business Services, to investigate 
whether the Council or Business Gateway can provide any form of business support. 

5.2 In addition to this, the Commercial Property and Management Service supply a wide 
range of information to help prospective tenants access support for their business. 
This is packaged as the Ten Step Handbook pack which is freely offered and 
distributed. 

6.0 Basis of Rents 

6.1 Land Disposal Regulation; Under the terms of the Local Government (Scotland) 
Act 1973 Section 74(2), “a local authority shall not dispose of land under subsection 
(1) above for a consideration less than the best that can reasonably be obtained”, 
this legislation applies equally to sale or lease. Whilst Section 74 has been modified 
by the Local Government in Scotland Act 2003 and The Disposal of Land by Local 
Authorities (Scotland) Regulation 201 0, this central assumption remains, outwith 
exceptional circumstances. 

6.1 .I The best that can be reasonably obtained, for the vast majority of rented properties, 
means an assessment of the rent based on comparing rents from new lettings of 
similar properties in the same or similar locations and agreed at around the same 
date as the date of valuation. This is known as the Market Rent determined by the 
comparative principle, and listed below is a brief explanation of how that relates to 
the valuations that are carried out for leased out properties. 

6.2 Marketing Rents; These are based on the evidence of recent rents in the area 
adjusted for rental trends. Where evidence is poor, market knowledge and rental 
trends are used to provide realistic rentals. Marketing rents are produced to provide 
guidance and encourage prospective tenants to take an interest in an available 
property. The rent set is only a guide price and the rent finally agreed may be above 
or below that figure depending on market conditions and the level of interest. 
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6.3 Initial Rent; This is the Market Rent, agreed between the Commercial Property and 
Management Service and a new tenant and would normally be close to the marketing 
rent, but may vary for a number of reasons:- 

Tenders; in a bidding situation, tenderers may assess a property to be of 
more or less value to their business than the marketing rent. 

Repairs; it may be agreed between Commercial Property and Management 
Service and an incoming tenant that the tenant carries out repairs to the fabric 
or services of the building, and that part or all of that cost is deducted from the 
rent over a period of time. This has the advantage of reducing the Council’s 
expenditure. 

Market Forces; changes in the economy or the actions of competing private 
landlords can undermine the Council’s ability to secure a letting on a 
particular property at the marketing rent. In these cases, the Commercial 
Property and Management Service needs to be able to recognise this and 
secure the letting of a property that may otherwise remain vacant for a 
considerable period, through either reduced rental or rent free inducements. 
This has the benefit of securing revenue for the Council that would otherwise 
be lost, and securing employment in North Lanarkshire that may well go 
elsewhere. 

6.4 Rent Reviews; These are based on recent rental evidence in the locality, which is 
used to determine what the Market Rent would have been if the property was let on 
the open market at the rent review date, however some older leases or leased in 
properties may have a different rent basis. 

6.5 Lease Renewals; These are also reviewed to the Market Rent, based on recent 
rental evidence in the locality at the date of the renewal. The Council is one of the 
few landlords that offers highly flexible leases, let on either a monthly, annual or short 
term basis to tenants. In these short leases, a review date cannot be specified, so 
they must be terminated and renewed to allow the rent to be reviewed. Therefore, 
under the terms of the 1973 Act, the short term leased properties must be considered 
for a rental uplift on a regular basis which would normally be every three or five years 
depending on the type of property. 

6.6 Rental Negotiations; Tenants often argue that the Council must have regard to their 
individual business or should increase rents in line with indices, or some other 
mechanism. However, the Council is bound through the 1973 Act that the rent must 
be determined by the simple idea, that the reviewed rent is what the property could 
be let for on the open market at the appropriate date. This is also the standard 
approach to valuing commercial properties and ensures that Council rents are in line 
with private sector rents, and that the Council achieves Best Value. 
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7.0 Management of the Commercial Property Portfolio 

7.1 Sale of Council Assets; In accordance with Planning and Development (Buildings 
and Property) Subcommittee Report Disposal of Income Generating Property dated 
25/03/1997, the Council have adopted a policy of not selling income generating 
property. This policy is essential to protect the Commercial Property Portfolio’s ability 
to generate income to secure a capital fund, as set out in the committee report. This 
issue may be varied at a future date depending on the outcome of the Council’s 
desire to raise a significant capital receipt. It should be stressed that this proposal 
will not result in leased properties being sold “piecemeal”. 

7.2 Use of Commercial Property; The Council seeks to provide commercial 
accommodation to a wide range of businesses, however this does not by implication 
mean that the Council has to, or is able to support all businesses in all localities. 
Certain types of use can be regarded as nuisance neighbours which cause difficulty 
and disruption to other occupiers, and ultimately lead to a drop in the quality of an 
estate, rental income and occupancy. 

The type of uses which cause the greatest difficulty are;- 

. Vehicle Maintenance; congestion and pollution issues 

. Haulage and Distribution; congestion and road/landscaping damage 
issues 

. Taxi/ Hire Car; congestion 

. Car WashNaleting; water and chemical run-off, congestion . Waste Handling; waste overspill and pollution 

Notwithstanding these issues, a number of units will be made available for these 
uses in the following locations:- 

* Stirling Road Industrial Estate, Airdrie 

0 Uppermill Street, Airdrie 

Johnston Street, Bellshill 

Braidhurst Industrial Estate, Motherwell 

0 North Orchard Street, Motherwell 

0 Netherdale Road, Wishaw 

If accommodation is not available in any of the appropriate industrial estates, the 
Commercial Property and Management Service will refuse to offer a lease to a 
prospective tenant. 
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7.3 

7.3.1 

7.3.2 

8.0 

8.1 

8.2 

Other problematic uses are:- 

. 

. 

. Construction, construction waste 

Heavy Engineering; heavy equipment, noise, and pollution issues 

Dirty industrial uses; noise and pollution issues 

Food Processing/Catering; food waste, vermin, blocked drains 

The Head of Regeneration and Infrastructure will however consider the suitability of 
these uses for specific locations on a case by case basis. 

Competition 

Part of the Council’s purpose in leasing commercial properties is to encourage new 
business, economic growth and the development of North Lanarkshire as a highly 
desirable business location. Fundamental to this is the dynamism that competition 
creates and for this reason, the Council will not offer to protect any businesses 
exclusivity of trade in any location, however the one exception to this is small 
neighbourhood shopping parades. 

In the past, the Council built small neighbourhood shopping parades to provide local 
facilities to local communities, but in recent years the viability of shops in these 
parades has been under huge pressure from large 24 hour supermarkets and other 
economic forces. To ensure the sustainability of the small neighbourhood shopping 
parades, it is essential to enforce, where possible, restrictions on competing uses. 
This protects existing and incoming traders, ensures a diverse range of traders, and 
is good management in terms of ensuring a diversity of uses and minimising rental 
voids. The Commercial Property and Management Service will however allow the 
merger of shops to create more viable and sustainable businesses. The Commercial 
Property and Management Service will also seek to attract businesses in these 
locations which support other traders and these may include Post Offices and 
Pharmacists. 

Granting of Leases 

Regeneration and Infrastructure offer a wide variety of lease terms, the majority of 
which are highly flexible, being month to month or year to year. The Head of 
Regeneration and Infrastructure has delegated authority as per the Policy and 
Resources Committee report - North Lanarkshire Council: Scheme of Delegation 
dated 6/2/2007 to act as signatory for the Council and conclude any lease for a 
period less than five years and one day. Leases for longer periods are referred to 
Committee for their approval and then concluded by Legal Services. In fact, the vast 
majority of leases are signed under delegated authority, although in some cases 
shortly thereafter, a request may be made to the Committee to extend the lease. 

Delegated authority is of great advantage to tenants because Regeneration and 
Infrastructure are then able to grant Standard Leases quickly without recourse to 
Legal Services, thus speeding the process up and saving the Council and its tenants 
in legal expenses. 
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8.3 Committee approved leases must be referred to Legal Services for drafting. This 
may also require discussion with the tenant’s legal representative, and by necessity 
is a longer and more expensive process. It should also be noted that a few short 
term leases will also be referred to Legal Services, if any significant deviation from 
the standard lease is required. 

9.0 The Council’s Lease Terms 

9.1 Repairs; As is standard practice for commercial leases, all Council leases are 
granted on the basis that the tenant carries out and pays for all internal and external 
repairs, and repays the Council the cost of buildings insurance. This is always made 
clear verbally and in writing to all incoming tenants by the Commercial Property and 
Management Service Team prior to them signing a lease, and is also clearly defined 
in the lease and supporting documents i.e. ‘The Ten Step Handbook’ & ‘The Tenants 
Handbook’, however it invariably causes new and existing tenants confusion. In the 
case of issues that arise shortly after new tenants move in, Regeneration and 
Infrastructure always seek to find a reasonable and fair solution for both the Council 
and the tenant, however where there is a long standing tenant, the full responsibility 
remains with them. 

9.2 Charges; When leasing a property, the tenant also agrees to take on responsibility 
for all costs associated with that property including gas, electrical, water, telephone, 
internet, contents insurance and Non Domestic Rates. It is the tenant’s responsibility 
to make the necessary arrangements with these agencies for the operation of their 
business. 

9.3 VAT; Because of the Council’s favourable VAT status, many of the properties are 
currently VAT exempt and therefore VAT is not charged on the rent which obviously 
has an advantage for small businesses that are not VAT registered. Unfortunately, 
as this status could change, leases cannot guarantee the continued benefit. 

9.4 Security of Tenure; Many Council leases are granted on a month to month or year 
to year basis, which under Scots Law means that the leases are presumed to 
continue, unless the Council or tenant wishes to end the lease. These leases do not 
confer security of tenure to the tenant. If a tenant requires security of tenure for the 
continuity of their business, then they must agree a longer lease with the Council. 

9.5 Assignation 

9.5.1 Scots law presumes that tenants of long leases have the right to assign or transfer 
their lease to a third party provided certain criteria are met. This is particularly 
important to shop tenants who invest significant sums in fitting out the shop and 
building up their businesses, and will often seek to recover some part of that by 
selling on their business through an assignation of their lease. In these cases, both 
Legal Services and Regeneration and Infrastructure will charge a fee to the tenant for 
the work required by them to assign the lease. 
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9.5.2 

9.6 

9.6.1 

9.6.2 

10.0 

10.1 

10.2 

For the same reason, shop tenants who are nearing the end of their leases will often 
seek to extend their lease, so that they have an asset which can be assigned in the 
future. The Council usually supports this as it ensures the continuation of local 
businesses and employment, investment in the Council’s property and continued 
income generation. 

Dilapidations 

At the end of a lease, a tenant is required to fully reinstate the property to the same 
standard to which they leased the property as detailed in their lease terms. If the 
tenant has adapted or changed a property, even though they consider this an 
improvement, it must be fully reinstated to its original condition. As a general rule, 
Regeneration and Infrastructure will require this work to be carried out but may, if the 
alterations support leasing the property, accept the improvements at no additional 
expense to the tenant, provided that the property is left clean, tidy and in all other 
respects acceptable. 

Outgoing tenants also have an obligation to provide the Council with gas and 
electrical test certificates, and an up to date asbestos register. 

Credit Checks and Financial References 

In order to comply with money laundering legislation and ensure the tenant is able to 
pay the rental, Regeneration and Infrastructure undertake a series of checks before a 
tenant is granted a lease. For prospective tenants, these are;- 

* Personal Identification; tenants are required to produce photographic 
proof of identification, either a passport, or a birth certificate and 
driving licence. This also applies to company directors. 

Proof of residence; a copy of residential utility bill or proof of the 
company’s existence. 

Proof of European union citizenship; if the individual is not an EU 
citizen, they must demonstrate clearly that they have the right to 
reside and work in Britain for the period of the lease, or in the case of 
month to month and year to year leases a reasonable period. This 
check is not required for limited companies. 

A suitable bank reference or credit check shall be sought for each 
tenant. 

Having established a tenant is legally able to lease a property from the Council, it is 
then necessary to establish their ability to pay, through a bank reference or some 
other form of guarantee. It must be remembered that the Council lets commercial 
property to support small and start up businesses. These businesses by definition 
often find it difficult to provide good financial references, and may be unable to 
secure a lease from a private landlord for that reason. Even obtaining references in 
normal circumstances can be a time consuming, and this is a constant source of 
delay in the letting process. 
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10.3 The Commercial Property and Management Service accepts references with the 
wording ‘respectable and trustworthy’ or the lesser ‘satisfactory’ as good references. 
However, references which use the terms ‘cannot comment’ or ‘no information’ are 
regarded as poor. In these cases, the Council will approach the tenant for some 
other form of reference. If that is not available, the Head of Regeneration and 
Infrastructure will discuss the matter with the responsible staff member and the debt 
recovery team, and provided that they are satisfied of the merit of the tenant, a lease 
may still be offered on the basis of 3 to 6 months’ payment of rent in advance, or in 
extreme cases a year’s rent in advance. 

10.4 However, if the Head of Regeneration and Infrastructure, following discussions with 
staff is not satisfied of the credit worthiness of the prospective tenant, it may be in the 
Council’s best interests to refuse to lease property to this tenant. 

10.5 Tenants and their associates who have defaulted on rental payments in the past, will 
be required to make good any unpaid rental or other costs incurred by Regeneration 
and Infrastructure before a new lease may be considered. 

11 .O Payment of Rent 

11 .I Regeneration and Infrastructure’s procedure is that the keys to a property will not be 
handed over until a banker’s draft or company cheque is handed over for the first 
rental period, and a standing order mandate has been completed. In certain 
circumstances but only with the Head of Regeneration and Infrastructure’s 
agreement, the insistence on a standing order may be waived. It should be noted 
that it has been a long standing objective of Regeneration and Infrastructure to set up 
direct debit facilities for tenants, but this is currently not possible for technical 
reasons. 

12.0 Sharing of information 

12.1 The Council through the Commercial Property and Management Service shares 
information on new lettings with internal and external partners including Non 
Domestic Rates, Lanarkshire Valuation Joint Board and the Police. Market 
information is also shared with other property professionals, which is essential to 
facilitate the Council’s property transactions. In addition to the above, the Council 
also notifies all appropriate providers of utilities to a property that the property has 
now been let, the name and address of the new tenant and the date from which the 
lease starts. 
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13.0 Conclusion 

13.1 This document sets out a brief overview of the activities undertaken on behalf of the 
Council to grant commercial leases, for the purpose of raising revenue for the 
Council and supporting economic activity in North Lanarkshire. It defines the policies 
and procedures to be employed in achieving these objectives, and provides clear 
guidance to staff and members on the way these activities are to be carried out. 

Head of Regeneration and Infrastructure 

Members seeking further information on the contents of this report are asked to contact Eric 
Hislop, Head of Regeneration and infrastructure, on 01 236 61 6306. 
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