Report No. 13/16

National Park Authority

REPORT ON BEHALF OF THE PROPERTY & PROJECTS GROUP

SUBJECT: ST BRIDES SCOUTS LEASE RENEWAL
Purpose of Report

To seek the approval of Members for the continuation of the Scouts occupation of
land and buildings at St Brides by way of a lease renewal on contemporary terms
that would include provision for the Scouts to extend the footprint of the cottages at
their own cost, subject to them obtaining all necessary statutory permissions.

Background

The Authority has an extensive freehold land ownership at St Brides including the
historically important grade 1l listed complex of buildings and structures comprising a
walled garden and abutting terrace of 3 former cottages. They are collectively known
as ‘The Scouts Camp’ owing to their use and occupation by the Scout Association
Trust Corporation Trust (the tenant) as a camping and activity centre under the terms
of an occupational lease dated 29" July 1982. The contractual term of that lease
expired in 2002 since when the tenant has remained in occupation by holding over at
the historic passing rent of £200pa.

Your Officers have been in discussions with the tenant for some years in pursuit of a
new contemporary legal agreement to provide for their continuing occupation of the
site and have now reached provisional Heads of Terms of Agreement for a new 25
year lease with 5 yearly RPI linked rent reviews. Under this lease the tenant is to be
responsible for all aspects of the sites maintenance and up keep at their own cost,
with the exception of the encircling historic garden walls and the fruit trees within the
garden which this Authority would retain direct responsibility for. A mechanism by
which this Authority could recover a proportion of the cost of maintaining the historic
walls from the tenant has also been proposed and capped at a maximum of £3,000
(plus RPI indexation) in any one year throughout the term of the lease. An option is
also included permitting the tenant to extend and upgrade the cottages at their own
cost subject to them obtaining all relevant statutory consents.

As at today’s date there are only two outstanding issues which are yet to be agreed,
namely the new commencing rent to be paid and the amount of contribution that the
tenant is willing to make towards the up keep of the walls.

The most practical and cost effective way to consolidate and repair the walls is on a
section by section basis, with each section extending to a linear length of circa 30m
at a cost of circa £10,000 per section. We anticipate that as at today’s date circa 6 or
7 such tranches of work are still required following which we would not anticipate the
need for any further recoverable expenditure on the walls during the remainder of the
proposed 25 year lease. Under the current proposal the tenants financial exposure to
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recoverable wall costs will be capped at 30% of the whole amounting to somewhere
in the region of £18,000 to £21,000 in total (subject to RPI indexation) spread
across 25 years.

On the matter of the new commencing rent both parties recently agreed to the joint
appointment of The Valuation Office Agency (VOA), formerly known as the District
Valuer, to provide an independent expert opinion of market rent reflecting the
benefits and burdens of the provisionally agreed Heads of Terms (to include the
recoverable wall costs mechanism outlined above).The purpose of this valuation was
to guide and inform the continuing discussions over rent. The VOA reported a
reported a rental value in October 2015 of £8,250pa.

Following receipt of the VOA's report the tenant has now advised that they wish to
see the commencing rent under the proposed new lease remain unchanged at
£200pa and that they are not willing to make any financial contribution to the
maintenance of the historic walls. A copy of their letter dated 10" January 2016 is set
out below (see appendix 1).

The tenant’s proposal presents us with the following options for concluding the
current lease renewal discussions without further extended delays:

e Concede the tenants financial demands and present their proposition to
Members with a recommendation for acceptance on the principle of
‘community asset use’ at less than market value.

e Make a negotiated rental counter offer to the tenant. However, our dealings
with the Scouts to date suggests that they have limited interest in pursuing
further rental negotiations at anywhere close to a market rent and would rather
by pass any such discussions by presenting their case for retaining the
financial status quo directly to the National Park Authority Members.

e The Authority takes the initiative by serving a section 25 notice on the tenant
under the Landlord & Tenant Act 1954 stating the Authority’s willingness to
grant the tenant a new lease on the terms set out within the provisionally
agreed Heads of Terms, subject to agreeing the matter of rent. This will have
the effect of bringing the existing historic lease to an end at the termination
date specified in the notice providing that specified date is not less than six
months, or more than 12 months after the S 25 notice was served. It also
triggers a statutory mechanism that would allow the Authority, upon receipt of
the tenants’ counter-notice, to make an application for an interim rent, pending
a negotiated rental agreement between the parties, or in default of such
agreement, a market rent determined by the County Court. It is reasonable to
assume that the VOA'’s current opinion of rental value would be regarded as
significant evidence of local valuations and should not differ widely from that
which might be expected using the above statutory mechanism. We would
also expect that same report to support the issue of an interim rent award at
not less than 50% (say £4,125pa).

e Refusal by the Tenant to accept the interim rent award would lead to the
option of commencing possession proceedings and the return of the site to the
Authority with full vacant possession.
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Financial, Risk & Compliance Considerations

Any lease renewal to the tenant at less than market rental value would need to be
justified by this Authority in accordance with the principle of supporting/subsidising
ongoing community use. Whilst there are existing precedents of the Authority
disposing of assets at less than market value under this principle, it has not yet been
extended to revenue generating occupational leases.

Human Rights/Equality Issues

No issues providing we follow the correct procedures as set out within the Landlord &
Tenant Act 1954.

Biodiversity Implications/Sustainability Appraisal

The relevant tissues relating to the Scouts proposed on going occupation of the site
have already been provided for in the provisionally agreed Heads of Terms.

Welsh Language Statement
No issues.
Conclusion

The Scouts have been holding over for more than a decade during which time they
have constantly made clear a desire to invest in the future of the site and continue in
occupation. For the last 4 or 5 years they have been willing participants in
negotiations to secure those objectives under some form of new Landlord and
Tenant agreement.

Whilst the Scouts might not be the ideal long-term partner from a purely financial and
historic building conservation perspective, the Authority has developed a good
working relationship with them at St Brides over the last 30 or so years and their
work, aims and ethos remain very much in-line with the Authority’s role of
encouraging young people to access and enjoy the outdoors.

Under the current climate the Authority is coming under increasing self-imposed as
well as wider public scrutiny to manage its assets prudently and generate fair
revenue streams from those assets where reasonably possible in return for the
benefit of occupation and use.

RECOMENDATION:

That Members approve the serving of notice under S25 of the Landlord &
Tenant 1954 upon the Scouts confirming that we have no objection to them
renewing the lease on the terms provisionally agreed subject only to the matter
of rent, and that the Authority will make an application to the Court whilst
negotiations continue for an interim rental award of £4,125pa reflecting 50% of
the VOA'’s recent opinion of rent.
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Appendix 1
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Current lease

The main elements of the original 1982 lease the terms of which are deemed to
continue and still be valid include elements such as that :-

¢ The Scouts will maintain and repair the roofs of the cottages, the
window frames, wiring, guttering, and decoration and will provide
and maintain WC’s and washing facilities and the cess pit and the
drains.

¢ PCNPA would repair and maintain the walls around the site.

In fact this original lease referred frequently to the need to undertake
significant repairs and then maintain the premises at that new standard. One
can only infer that the state of the site, particularly the buildings was in a very
poor state at the time and the lease to the Scouts was a means of the PCNPA
in obtaining an upgrade to the site through the mechanism of a lease to and
use by the Scouts - which necessity to repair and maintain was reflected in
the rent required.
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