
 

Classification: Public 

Key Decision: No 

Gravesham Borough Council 

Report to: Cabinet 

Date: 20 February 2023 

Reporting officer: Director (Corporate Services) 

Subject: Purchase of the long leasehold interests of Blocks D, E, F and G 
Springhead Enterprise Park 

Purpose and summary of report:  

To report on the purchase of the above property holdings 

Recommendations: 

1. The report is for information only. 

Key Implications: 

Item Implications 

Legal The power to acquire land for purposes in connection with the 
Council’s functions is contained sections 120 and 121 of the Local 
Government Act 1972.  Whilst there is no general duty to 
purchase at ‘best consideration’, the Council must be able to 
demonstrate that it has exercised those powers in a manner 
consistent with its fiduciary duty to the council tax payer – i.e. that 
the purchase price paid is reasonable in light of the particular facts 
and circumstances.  Investment purchases are allowed by virtue 
of s12 of the Local Government Act 2003. 

Finance and Value for 
Money 

In February 2016, Full Council adopted a Property Acquisition 
Strategy.  Funding of £26.2m was made available from investment 
balances for the property programme.  The acquisition reported in 
this paper has been funded through the property programme.   
The independent valuation of the asset referenced at paragraph 
2.5 of this report provides a demonstration that the final purchase 
price is reasonable and in line with market expectations at that 
time. 

Corporate Plan #2 Place: 
- Raise Gravesham’s economic profile 

#3 Progress:  
- A financially innovative council 

Climate Change  Implications set out in paragraph 4.1.4 of the report. 
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1. Background 

1.1 The Cross-Party working group established to oversee and approve property 
acquisitions by the Council considered the acquisition of the long leasehold 
interests of D, E, F and G Springhead Enterprise Park, Northfleet on 23rd May 
2022.  Having considered the detailed papers in relation to the acquisition, 
including the property particulars, CPWG acquisition evaluation form, internal and 
external valuations, commentary on the condition of the property and 
correspondence with the vendors’ agent regarding the negotiated purchase price, 
the group provided their approval for the purchase to proceed on the terms 
arranged with the vendor. 

2. D, E, F and G Springhead Enterprise Park 

2.1 Springhead Enterprise Park is a modern business estate dating from the 1980s 
providing a range of industrial units from starter units of 500 sq ft through to large 
industrial units, the largest being 100,000 sq ft.  The freehold of all bar units X, Y, 
Z and the Old Rectory is owned by Gravesham Borough Council subject to long 
leases to head-tenants of units / blocks H, I, J, K, R, S, T and U with the Council 
receiving a percentage of the rents received by the head-tenants from letting the 
units, as ground rent.  The remainder, units / blocks A, B and C are already in the 
direct ownership of the Council. 

2.2 The twenty units acquired through the purchase are situated across four 
courtyards and range in size from circa 700 sq ft to 1,500 sq ft. 

2.3 The interest purchased is the head-lease which is for a term of 99 years (with an 
option to extend for a further 26 years) from 1984;in effect therefore the unexpired 
term is 87 years.  The head-lease requires payment of 20% of the rental value as 
ground rent to the Council.  By purchasing this interest, the Council will therefore 
receive 100% of the rents paid by the occupiers going forwards. 

2.4 The twenty units acquired are let on full repairing and insuring leases, albeit that 
six of the leases are subject to schedules of condition.  The units are all let on 
terms of between three and 10 years (considered to be standard lengths for 
commercial leases of this size) with leases due to expire between 2023 and 2029.  
In addition, a number of rent reviews are due or imminent.  The current rent roll is 
£252,000 pa but it is considered that after renewal / review etc the rents would 
increase (assuming that current market conditions are maintained) to circa 
£260,000 pa. 

2.5 The negotiations with the head-tenant agent took place over a number of months 
and whilst the property was marketed at £3,900,000, a sale price of £3,300,000 
was originally agreed and signed off by the Cross Party Working Group; a figure 
of £2,800,000 was subsequently negotiated with the vendor against the backdrop 
of the changing economic conditions.  An external valuation was originally 
obtained from Harrisons Chartered Surveyors in May 2022 at a figure of 
£3,000,000 (albeit this did not take into account the marriage value and the 
Council’s adjoining land-holdings).  Given the amount of time that elapsed 
between obtaining authority to purchase and being in a position to exchange an 
updated valuation was obtained in December 2022 which returned a valuation of 
£2,915,000. 

2.6 The Council’s Building and Facilities Manager (who is a Chartered Building 
Surveyor) inspected the units, and was satisfied that the units are generally 
sound. 
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2.7 The Council’s legal department handled the transaction in house. 

3. Alignment with the Council’s Property Investment Criteria 

3.1 In October 2020 Full Council approved the current investment guidance to be 
used to assist with any future property investment proposals.  The acquisition of 
the twenty units at Springhead Enterprise Park was in line with the guidance, as 
demonstrated below: 

a) Target a net initial yield of 4%+ on new acquisitions, and a weighted net 
equivalent yield of 5%+ across the portfolio – the net initial yield on the 
acquisition was 7%, with a weighted net equivalent yield of 6.24% across the 
portfolio. 

b) Target that the contracted rent receivable from any one asset be limited 
to 15% of the portfolio income – the combined income across the 20 units 
amounts to 6% of the Council’s commercial income. 

c)  Target that the contracted rent receivable from any one tenant be limited 
to 15% of the portfolio income – these are industrial starter units and the 
highest rent that any one tenant pays is less than 1% of the portfolio income.  

d)  Target that the value of reversions in any three year period be limited to 
30% of the portfolio income – whilst there are a number of reversions within 
the units purchased over the coming years the reversions within the portfolio 
are spread as the table below indicates 

 

 

  

e. Target a portfolio income split, by sector, as follows: Industrial – 40-60%; 
All retail (including retail warehouses) – 20-40%; Office and alternatives – 
20-40% - updated portfolio income split shown below increasing the Council’s 
industrial holdings by 2% with the retain warehouse and town centre retail 
categories each falling by 1%. 
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4. Comment 

4.1 A number of risks were identified in the report to the Cross Party Working Group 
which can be summarised as follows: 

4.1.1 Demise – only the units are demised to the tenants.  They are expected to 
share the car parking with other tenants within the same block.  Parking is 
a problem at Springhead and this could cause problems in letting the units 
going forward. 

4.1.2 Income Stream – the leases are generally of a relatively short duration 
albeit a number of tenants have been there a significant time.  Given the 
length of leases granted and the fact that the majority are let to small firms 
or individuals there is always the possibility of tenant failure or tenants not 
renewing at lease-end, particularly if there is a downturn in the market. 

4.1.3 Voids – There is an ongoing risk of voids for the reasons stated above.  As 
tenants leave, costs will be incurred in preparing and enforcing schedules 
of dilapidations plus there will be costs relating to the empty units such as 
Business Rates, as well as costs associated with re-letting the units. 

4.1.4 EPCs – by April 2027 all commercial leased premises must have an EPC 
banding of C or register for an exemption and this requirement changes to 
a band B by April 2030.  The current EPCs range from C-E.  A common 
theme running through the higher EPC ratings is that changing the lighting 
to a more energy efficient type should reduce the EPC ratings. 

4.1.5 Market conditions – there is a risk that demand for premises will fall.  
However, a number of developments planned or underway in the wider 
area should assist with occupier demand going forward.  Whilst this 
purchase would increase the Council’s exposure in the event of a 
downturn in the local industrial market the size of the units are much 
smaller than those previously purchased and as such are aimed at a 
different market. 
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4.2 An advantage with multi-let properties is that the risk in respect of business failure, 
use of break clauses etc is spread and the likelihood of all units becoming vacant 
simultaneously is extremely low. 

4.3 In addition the Council will generate circa £195,000 pa of additional income from 
the acquisition.  Prior to that the Council was generating circa £33,000 pa from the 
funds in bank and other deposits. 

5. Appendices 

5.1 There are no appendices.  

6. Background Documents  

6.1 There are no background documents relating to this report. 

Lead Officer:  Sarah Parfitt 

Email:  sarah.parfitt@gravesham.gov.uk 
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Secondary Implications  

Risk Assessment Contained within the body of the report. 

Data Protection 
Impact Assessment 

 

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process.  

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data?  

A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links. 

N/A 

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice? 

N/A 

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk. 

N/A 

Equality Impact 
Assessment 

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer. 

N/A 

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer. 

N/A 

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above 

Crime and Disorder No implications 

Digital and website 
implications 

No implications 

Safeguarding 
children and 
vulnerable adults 

No implications 

 

https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/key-definitions/what-is-personal-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/special-category-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/criminal-offence-data/
mailto:gdpr@medway.gov.uk

