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1. Introduction

1.1 The purpose of this report is to advise Committee and to seek approval on proposals to
exercise the break option to terminate the lease agreement in relation to the Council's
Contact Centre at 54−60 Brandon Parade East, Merry Street, Motherwell.

2. Background

2.1 As part of the then Scottish Executive's Plan for Modernising Government, funds were
made available to the Council to improve public access to Council Services, which
resulted in a lease being entered into in relation to 54−60 Brandon Parade East, to
accommodate the Contact Centre in June 2003.

2.2 Committee will be aware that a number of Asset Management savings are being
targeted to meet the required efficiencies as a consequence of the Council's Savings
Agenda and one of these is for the Council to exercise its right to terminate and exit the
current lease agreement for this property.

2.3 Whilst a more wide ranging Asset Management Strategy is being developed to generate
further efficiencies in our Property Portfolio, it is considered that early action is required
in order that the Council is in a position to take forward this break option.

3. Lease Considerations

3.1 The Council entered into a 20 year lease with effect from 17 June 2003 with an initial
rental of £159,540 p.a. The lease expires on 12 June 2023. The rent was reviewed in
2008 to £160,540, which is the current rental. A further review was due in 2013 but this
has not been actioned by the landlord. The lease permits the tenant to terminate the
lease on 15th anniversary of the date of entry by giving 12 months written notice, subject
to the tenant not being in breach of any of the lease obligations. In simple terms this
allows the Council to vacate the property in 2018 but we must give written notice no later
than June 2017 and have complied with all obligations in terms of the lease.

3.2 Experience of terminating leases on other similar buildings has indicated that we almost
certainly require to deal with the outstanding rent review and any dilapidations in terms
of repairs and maintenance, ahead of June 2017, to prevent the landlord being able to
resist the Council's intent to exercise the break clause.

3.3 Whilst the Council does not require to formally notify the landlord until June 2017, in
order to deal with the rent review, dilapidations and any other potential lease issues with
the landlord, it is proposed that early action should take place to provide sufficient time
to deal with these as necessary. On this basis, Committee approval is being sought at
this time to exercise the break option.



4. Financial Considerations

4.1 Committee should be aware that the savings which will arise as a consequence of this
lease being terminated are estimated to be in the order of £328,000 p.a. which is based
on the year−end figures for 2014/15 and which may rise as a result of the rent review.
As part any exit negotiations we may require to make a payment in relation to
dilapidations and dialogue will take place with Finance and Customer Services in order
to ascertain the best means to deal with this. On the basis that approval to exercise the
break option is obtained a consultant will be appointed to advise on our dilapidations
liability.

4.2 In relation to the relocation of staff from the Contact Centre, initial consideration as part
of the wider Asset Management Strategy has indicated that there is sufficient capacity
elsewhere within the Office Accommodation Portfolio to accommodate these staff,
although the specification for call centres may require a fit out including soundproofing.

5. Recommendations

5.1 It is recommended that Committee;

i) grant approval for notice to be served and the break option, which is available for the
property at 54−60 Brandon Parade East, to be exercised in 2018.

JOHN GORDON
Head of Corporate Property & Procurement
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