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1.0 BACKGROUND
1.1 INTRODUCTION

This report summarises the present position and recent history of 60 King Street with the aim of
enabling members to make a decision on the next steps for the building.

1.2 HISTORY

The Knutsford Urban District Council was gifted 60 King Street after the death of its creator, Richard
Harding Watt. The building had been used as the offices for the council as well as being a coffee house
and including some residential accommodation. Since Knutsford Town Council was established in
1974, the building had been occupied by La Belle Epoque Limited. The lease with the company was
terminated through insolvency of the tenant in 2019, after multiple years of legal disputes and rent
arrears.

In 2019 the property was put on the market to obtain a new tenant on a full repairing and insuring
lease. Efforts to obtain a new tenant were unsuccessful — of the three proposals received, only one
was considered suitable but the prospective tenant withdrew from negotiation after several months
due to the condition of the building. The council sought further negotiation on the terms of the lease,
but this was rejected.

In April 2021 the Assets and Operations Committee agreed that the option of obtaining grant funding
to renovate the building as a mixed use (commercial, community and potentially council offices)
should be explored and in June 2021 consultants were appointed to support this on a pro-bono basis
(with their remuneration to be secured through obtaining grants in the future). The objective was to
secure a £2m+ grant from the National Heritage Lottery Fund which would require a great deal of
advance work to prepare a strong application. In late 2021 funding from the Architectural Heritage
Fund was secured to undertake public consultation which took place in March-May 2022. The
consultation indicated support from the community for a community focused use of the building and
a keenness for the building to be put back into use. However, the consultants advised that further
work on developing a NHLF bid is likely to cost in the region of £30,000-£60,000. This would include
professional bid writing support from specialist consultants as well as professional fees in connection
with developing the costs of the project (architects, surveyors, engineers, cost consultants etc). The
certainty of obtaining grants was not guaranteed and the consultants advised that a council led
scheme is harder to fund and alternative governance models (such as the building being operated by
a charity) would be more fundable.

At the November 2022 Assets and Operations Committee meeting, the committee discussed the



future of the project. There was hesitancy in committing further, and potentially committing financial
resource, with the uncertainty of securing grants in the longer term. The committee was also acutely
aware of the fact that the property has been vacant for 3.5 years. It therefore resolved to recommend
to Full Council that the building be sold.

In January 2023, Council considered a recommendation from the Assets and Operations Committee
that 60 King Street be sold. The motion was lost on the casting vote of the Town Mayor. Following
further debate, it was resolved to provide 60 days for community lead proposals to be put forward to
the council and concurrently for bids for the purchase of the building to be submitted to the council.
Six proposals were received and considered in March 2023. One was for a community led partnership,
four for a sale (E650k - £1.1m) and one from Bruntwood for a partnership in which they would invest
in the property.

Council resolved to look to work with Bruntwood and that a more detailed proposal be obtained. In
August 2023 the Assets and Operations Committee met with Bruntwood which provided some
background to their thinking and where they were at and sought a steer from the council as to how it
wished to move forward. Bruntwood was informed the council intended to use the building for a
temporary market as such and that it would be available from September 2024. Bruntwood developed
a marketing pack and showed a number of potential tenants the building.

In early 2025, Bruntwood advised the council that a scheme where the council retains the freehold of
the building and secures third party investment for a commercial use of the whole building is not
financially viable due to the level of investment required balanced with the potential income it would
generate. In March 2025, it was agreed to explore an alternative option where the upper floors would
be converted to residential use with the ground floor restored to a commercial use. This would secure
the future of the building and bring the ground floor back into active use in the town centre. The Town
Council has provided guidance to Bruntwood since this meeting and requested more detailed
information, which forms the basis of this item.

13 BUILDING CONDITION

The 2018 condition survey identified works valued at c. £700k as being required during the next ten
years. The building has been vacant since 2019 and has deteriorated, most notably due to vandalism
(smashed windows) and the effects of no heating (the boiler was condemned in 2019 and has not
been replaced due to then planning only a short period of vacancy) and some water ingress. A
substantial investment for renovations is expected, with a recent condition survey identifying c. £2m
of works.

14 REASON FOR REFERRAL TO FULL COUNCIL
The March 2023 decision authorised the Assets and Operations Committee to progress a specific
proposal and bring it back to Full Council for final approval. The current proposal is a significant

departure from the original resolution. Whilst there remains a significant amount of detail to resolve,
the item is tabled to Full Council to determine if the current direction is acceptable.

2.0 PROPOSAL

2.1 OVERVIEW

The outline proposal is to convert the upper floors of the building to residential use and retain the
ground floor as a commercial letting.



The conversation and sale of the apartments would fund the renovation of the building and creating
a shell and core condition ground floor space, the net income from the ground floor space would be
paid to the Town Council.

2.2 LEASE STRUCTURE

The proposal would involve granting a long leasehold (effective freehold) of c. 250 years at zero
premium, effectively giving away the building in return for the works being undertaken and creating
a new ongoing income opportunity for the council from the ground floor.

The lease granted to the developer would contain ongoing obligations to keep the building in good
repair, the developer would then create a management company which would have the ongoing
obligations to keep the building in good repair. These obligations would mirror the obligations in the
head lease. On the sale of the individual properties each purchaser would acquire a stake in the
management company and have a clause in their underlease, to maintain and fund the management
company to carry out its obligations to keep the building in repair. In most cases of this size

the residents would manage the management company they have a shared ownership in through a
residents committee.

When the ground floor is let, any net income would flow to the Town Council. It is initiated this could
be between £50,000 - £75,000 per annum. The lease to the operator would have all the usual clauses
around payment of rent and user clause, but it would also have specific obligations back to the owners
of the residential unit around quiet enjoyment. In particular, these would relate to noise and smells.

2.3 NEXT STEPS AND TIMESCALE

The two developers engaged believe that a residential scheme is viable at a zero land premium, albeit
this viability is precarious subject to the approach of planning, heritage and flexibility around site
compound and deliveries. To this end they would like an early meeting with the relevant officers and
ask the Town Council and Cheshire East Council to help facilitate an early meeting to understand their
approach. This would not be a formal pre-application meeting, but both are concerned they have an
early understanding of approach and the art of the possible to help derisk the opportunity given its
marginal viability.

The timescale will need further detailed scoping out with the chosen residential partner. However, it
is anticipated the next stages and timescales would be:

e Engagement with CEC/Partner selection — 3 months
e Contracts — 3 months from heads of terms

e Planning — 9-12 months

e  Works —c. 12 months

Therefore, a likely completion date would be c. 2.5 years away.
Bruntwood would support the council in selecting the right residential partner and then run the legal
process managing the lawyers and ensuring that the objectives of the council are achieved with the

right legal and financial protections. Bruntwood would also support in finding the right F&B operator,
again supporting this through the legal process.

3.0 ALTERNATIVE OPTIONS



Appendix A contains a high-level options appraisal.

4.0 DECISIONS REQUIRED
Council should determine if the current outline proposal is an agreeable route forward.

a) If Council approves this option, it should authorise the Assets and Operations Committee to

progress it in detail.
b) If Council does not approve this option, it should provide clear direction to the Assets and

Operations Committee on what option(s) it wishes the committee to pursue instead.



APPENDIX A — HIGH LEVEL OPTIONS APPRAISAL

Option Pros Cons Risks Financial Impact
1. Sell the Generates a capital receipt which e  The council would have e May struggle to find a e Capital receipt
building could be invested in other assets no further interest / purchaser (though this is e Revenue income from interest on
Least resource intensive option, a control over the considered unlikely as capital receipt
sale is reasonably straight property. unsolicited requests have e Removes ongoing operational costs
forward e The present condition been received)
Enables a body with sufficient could reduce the capital
capital to invest in the building, receipt value
prevent its deterioration and
bring it back into use
2. Seekanew Generates ongoing revenue o Likely to involve lengthy e Itis extremely unlikely thata e Ongoing operational costs of c. 11k
commercial income negotiations during tenant would take the per year whilst tenancy agreed
tenant Brings the building back into use which council continues building on an FRI lease due e Incur legal/professional fees
to have liability to the level of investment involved with creating tenancy
required e Generates revenue income of up to
£75k pa
3. Developa Could secure significant external e Depending on options, e Could involve significant e Ongoing operational costs of c. 11k
new project investment in the building building could remain expenditure without whilst continuing as present
for grant Would deliver a mixed-use vacant for some time guarantee of success in e Significant upfront cost (c.60k)
funding building that could have a wider e Likely to require funding. e If a HLF grant was successful, would
community/social benefit than significant expenditure e May have ongoing require 10% contribution (£250-
solely commercial use to develop bid operational / financial £300Kk)
Could deliver a wider community e  Significant requirement depending on e Uncertain ongoing cost
benefit than any other option officer/member time model.
Could look at a multi-stage requirement
project to bring building back into  a)
use enabling it to be reactivated
sooner
4. Lease Secures community use, meeting e Would be on e  Charity fails to afford e |Initial legal costs involved in agreeing
building to established needs peppercorn/non- maintenance of building (can lease
new charity/ commercial rent be mitigated by covenantsin e No ongoing revenue income, but




Option

CIC for
community
led model

Pros

e Transfers operational risk to third
party

e Positive community project, good
for community governance and
capacity building

e Opens additional funding
opportunities for small
immediate improvements

Cons

generating negligible
revenue income

e Requires organisation to
be able to raise
significant funds for
works

Risks

lease to some degree)
resulting in building
deteriorating and/or
returning to the council

e Requires on a strong delivery
team to manage the asset

e May fail to secure investment

Financial Impact

removal of c. 11k ongoing
operational costs

Undertake
works and
then seek to
let property

e Generates ongoing revenue
income

e Overcomes main obstacle of
option two

e Ensures building is in good
condition

e Current interest rates
would make a loan
unaffordable compared
with potential revenue
income

e Unless an agreement for
tenancy was secured prior to
works, financial burden of
works would be at risk

e May still be a challenging
building to let

Borrowing £2.5m would involve
repayments of over £160k p.a. on a
50-year term, significantly in excess
of rental income.

Relocate
Council
Offices

e Delivers community use, meeting
established needs

e Enables multi-use of the building
e.g. council occupation, room
lettings, shared work space, room
hire

e Removes need for investment in
existing Council Offices
(depending on use of the
building) which will itself likely
require some borrowing to
finance.

e Significant upfront costs
to renovate the building
and bring it to a suitable
standard

e Requires exploration of
model to understand spatially
how this could work

o Need to carefully plan
building works with a risk of
works being needed sooner
than planned

Significant upfront investment and
ongoing repayment of loan
Potential to generate income from
room lettings/ shared work space /
hire etc

Income from sale of council offices
(reduced by required payback to
CEC) or from rental of spaces
(subject to provisions of overage /
transfer deed)

Partnership
with
Landmark
Trust

e Established charity with
experience in regenerating
historic buildings

e Provides hotel accommodation
which Knutsford is short of

e Uncertainty on the
model regarding the
ground floor and
viability for the charity

e Landmark Trust uncertain it is
a viable option

Ongoing operational costs of c. 11k
per year whilst tenancy agreed
Incur legal/professional fees
involved with creating tenancy




Financial Impact

e Potentially generates revenue
income of up to £75k pa from
ground floor




