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2.
INFORMATION
2.1
This three storey brick built property comprising of some 4,420 sq ft of internal space on 0.21 acres of land owned freehold by the Borough Council is located at the northern end of Station Road between Clarendon House and Northampton House as shown on the plan attached (Appendix 1).  The property has been empty since it was vacated by the Kettering Centre for the Unemployed in 2005.
2.2
6 Station Road, together with Northampton House, as ‘gateway’ location properties were part of a Council design competition in 2006 to redevelop the two sites into a multi storey mixed use scheme. The competition was won by Bee Bee Developments Ltd who later took a lease of the property in the name of Onaran Ltd. Redevelopment of the two sites did not take place and in 2010 the property was returned to the Council. Over the years the property has fallen into disrepair and vandalised on numerous occasions.
2.3
The property was put on the market to let through agents BNE in June 2012, and although there was interest by one party in taking a lease of the building in its current condition this fell away when they determined that the cost to refurbish the property was far too high for them to justify taking the lease.
2.4 
In September 2013 the property was put back on the market to include freehold and long leasehold offers.
2.5
The Council should now consider the options available to either realise value or continue to hold for future income.
3.
PRIORITISATION ‘GOLDEN RULES’

3.1
As a result of the resolution made at Executive Committee on 16th July 2014 the   Council now have a high level strategy to assist in the prioritisation of spending. These are known as the ‘Golden Rules’ and when considering the options relating to the disposal or retention of the property (with or without investment) the Executive needs to consider these golden rules as part of the Council’s optimisation strategy.
	Prioritisation ‘Golden Rules’



	Golden Rule
	Description


	1
	Revenue Impact
	The item should have a positive impact on the Council’s revenue budget over the medium term. The impact should be material in nature.



	2
	Fit with Key Priorities
	There should be a direct and causal impact upon the achievement of the Council key priorities of;

· Better Town Centres

· Better Jobs

· Better Educational Offer



	3
	Risk and Return Profile
	The item / project should fit the Council’s risk and return appetite and also complement the overall portfolio of investment / assets.



	4
	Investment Leverage
	The item / project should ideally act as either an ‘invest to save’ type project or one that ‘pump primes’ other significant investment into the borough.

	5
	Self Sufficiency
	Given the continuing trend of reduction in central government grants, priority will be given to projects that assist in the Council moving further towards financial self sufficiency.



	6
	Strategic Partnerships
	The item should generally have a positive impact on the Council’s strategic partnerships and the Council’s long term strategic ambitions for the borough – eg, town centre development.

In particular – items that support and help develop ‘scope’ rather than ‘scale’ will be prioritised.




3.2 The decision tree reproduced from the July report highlights a number of options available to the Council in considering the future use of the property and each option is considered in 4 overleaf.

[image: image1.emf]ASSET

Realise Value Hold

Capital Receipt / Investment 

Opportunity

With 

Investment

Without 

Investment

Enhanced 

Rental Income

Risk v 

Return

Key Obj’s

Rental 

Income

Land 

Bank


4.    OPTIONS
4.1      Realise Value
4.1.1   Selling in its current condition 

Interest has been expressed in purchasing the property by a number of parties including the owners of the adjoining property (Northampton House), someone wishing to convert the property into a nursery and a residential developer wanting to convert the property into flats.

4.1.2
The Council’s marketing agents, BNE, have estimated the freehold value of the property in its current condition to be at or about £200,000.
4.1.3
Offers received to date are at or more than the estimated value but under £250,000 and subject to planning permission, survey and valuation.
4.2       Hold with Investment 

4.2.1
All the following figures are highly speculative and need to be subject to a full investment appraisal should members seek a redevelopment option.

Letting after refurbishment 

4.2.2
A detailed specification was compiled and tenders sought to refurbish the property for office/business use. This produced a range of costs between £380,000 & £418,000. 
4.2.3
On undertaking a ‘value engineering’ exercise, scrutinising and reducing the specification, the refurbishment cost was reduced to a sum close to £300,000. The rent currently achievable on letting after refurbishment would be in the region of £35,000 per annum.


Letting following demolition and redevelopment 

4.2.4
Consideration has been given to demolishing the existing building and erecting a 5 storey office block or ‘mixed use’ property. This would comprise of under croft car parking at lower ground level with either all offices above or offices at ground floor and residential above. Other uses such as a residential block for student accommodation could be considered but for this exercise pure commercial or mixed use is seen as a good fit.  

4.2.5
Offices over 4 floors, with the ability to split 50:50 each floor, would produce 8950 square feet of lettable space. This, assuming there would be a market, could fully let produce a rental income based on current levels in the region of £107,000 per annum. The build cost, as estimated by a Quantity Surveyor, would be £1.2m.

4.2.6
Mixed use with offices on the ground floor, comprising of 2200 square feet of lettable space, and 3 floors above accommodating 6 executive style apartments could fully let produce a net rental income, based on current levels, in the region of £69,000 per annum. The build cost, as estimated by a Quantity Surveyor, would be £1.3m.
4.2.7
Although the residential option is likely to produce a higher build cost with a lower financial return to that of a development of pure office use the current desirability for good quality apartments to rent in Kettering town centre is high compared to offices. There may also be an issue with the number of car parking spaces that could be made available on site which would be satisfactory in conjunction with the proposed mixed use scheme but not good when considering a pure office scheme. This issue could be resolved by offering parking permits for the Council owned London Road car park.
4.3       Hold without Investment

4.3.1 Continue to Market to Let
The property currently remains on the market through agents BNE. The Council can continue to keep the property in ‘moth-balls’ and market to let in a hope that interest in leasing the property in it’s current state and condition will improve. This is highly unlikely since the cost to bring the property back into a useable condition are so high that interest is only being expressed by parties interested in purchasing the freehold.

The estimated rental value in its current condition is in the region of £18,000 per annum. 

4.4 An appraisal of all four options is shown in tabular form (Appendix 2) listing the advantages, disadvantages, costs, income and value of each option.
5.
SUMMARY OF OPTIONS
5.1
To help determine which option complies with the ‘Gold Rules’ best a table is shown below highlighting each option against the six rules. Green indicates that the option fully conforms with the rule, amber partially and red not at all.
	Prioritisation ‘Golden Rules’

	Golden Rule


	Description
	Options

	
	
	Realise

Value
	Hold with Investment
	Hold 

without Investment

	
	
	
	Letting 

following refurbish-ment
	Letting 

following redevelop-ment
	

	1
	Revenue 

Impact
	The item should have a positive impact on the Council’s revenue budget over the medium term. The impact should be material in nature.
	
	
	
	

	2
	Fit with 

Key 

Priorities
	There should be a direct and causal impact upon the achievement of the Council key priorities of:

· Better Town Centres

· Better Jobs

· Better Educational Offer
	
	
	
	

	3
	Risk 

and 

Return 

Profile
	The item / project should fit the Council’s risk and return appetite and also complement the overall portfolio of investment / assets.
	
	
	
	

	4
	Investment

Leverage
	The item / project should ideally act as either an ‘invest to save’ type project or one that ‘pump primes’ other significant investment into the Borough.
	
	
	
	

	5
	Self

Sufficiency
	Given the continuing trend of reduction in central government grants, priority will be given to projects that assist in the Council moving further towards financial self sufficiency.
	
	
	
	

	6
	Strategic

Partnerships
	The item should generally have a positive impact on the Council’s strategic partnerships and the Council’s long term strategic ambitions for the borough – e.g. town centre development.

In particular – items that support and help develop ‘scope’ rather than ‘scale’ will be prioritised.
	
	
	
	


6.
CONSULTATION AND CUSTOMER IMPACT

6.1
The option to redevelop will involve the approval from third parties who are the beneficiaries of restrictive covenants over the site. The first being the adjoining Bowls Club who hold a covenant requiring any development on the 6 Station Road site facing the bowls club to have opaque glazing. The other requires any development to have approval from the Duke of Buccleuch (Boughton Estates). Both have been contacted and in principle there is no objection to the proposed redevelopment.

7.
POLICY IMPLICATIONS
7.1
The proposed reuse of an existing vacant building or brownfield site is consistent with the National Planning Policy Framework.  No. 6 Station Road falls within the Station Quarter, as identified within the Kettering Town Centre Area Action Plan.  The vision for the Station Quarter is for a high quality sub-regional destination offering a mix of employment and transport infrastructure, with complimentary residential and hotel uses.  This is supported by policy 20, which identifies the role of the Station Quarter to provide a focus for offices to strengthen the town centre’s employment offer and capitalise on good sustainable transport links; and deliver a hotel, multi modal transport interchange, and complementary uses where appropriate.

8.
LEGAL / S123
8.1
Section 123 of the Local Government Act 1972 provides that a local authority cannot dispose of land for a consideration less than the best that can reasonably be obtained except with the consent of the Secretary of State. If the Executive decide to dispose of the property the proper process must be followed to obtain best consideration.
9.
FINANCIAL RESOURCE IMPLICATIONS

9.1
A sale of the property as it stands could produce a receipt in excess of £200,000 (subject to conditions being satisfied) that could be used to purchase (in part or whole) a replacement income producing investment property but KBC would lose overall control of a property in a very prominent position in the town.
9.2
Letting the property after refurbishment could produce an income of £35,000 per annum but this would still be an old property with potential for on-going maintenance issues. Spending in excess of £300,000 to refurbish the property that has a value in its current condition at £200,000 and an estimated value after refurbishment at £375,000 may not be considered to be financially prudent.

9.3
Redevelopment would necessitate finding up to £1.3m of capital but the Council would own a modern income producing mixed use, office or other use investment property falling in-line with the AAP. The income is likely to grow over the years but the initial return on investment is going to be in the region of 4.6% for mixed use and 7.2% for offices assuming the property is fully let. This does not take into consideration borrowing costs.
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1.	PURPOSE OF REPORT





	To consider the options for the future of 6 Station Road, Kettering.








10.	RECOMMENDATION





That the Executive adopts the option set out in paragraph 4.2.2 of the report to demolish and redevelop 6 Station Road. 





That work be undertaken on the feasibility of the schemes and associated costs 





A further report be brought to the Executive when the schemes have been assessed.
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