Briefing notes renewal of hall lease (2023)

Briefing Notes On Renewal Of Parish Hall Lease With St Edmund'’s Primary
School Bungay

EXECUTIVE SUMMARY
There is a need to review and renew the parish hall lease terms with St
Edmunds Primary School (SJBC Mul= Academy Trust) and revise the
annual rent. The latest head lease began in April 2010 and a rent review in
March 2013 increased the rent to £2644 pa in line with RPI. The lease was
extended by agreement in April 2015 un=I March 2016 at the same annual
rent. It is understood that the freehold entitlement of the hall is being
transferred to the Diocese EA as trustee. To date, there has been no formal
directions given on the status of the hall by the main Diocesan Trustees.

At a meetng in Bungay on 18 November 2022 representatives from SJBC
MAT and the Diocesan Schools Service presented an outline of their current
understanding of the lease terms and some proposed arrangements they
would prefer (Appendix). In these proposals the school (SJBC MAT) seeks to
take overall responsibility for the hall and sessional bookings, extend hours
of use, share responsibility for maintenance and pay all utility costs but at
a reduced annual rent. Presently, the school have extended their hours of
use by an additional 24% from that agreed in the lease without an increase
inannual rent. The additional hours they propose would increase school
use to a total of 44% more than the original agreement. Reimbursements
to the school by the parish for Utility Bills have been based on a proportion
of use assessed as fair at the time the hall was built by the parish. No
reimbursement for gas use was agreed in a lease. No renegotiations have
happened since then.

The parish installed 21 Solar (PV) Panels in August 2018 at a cost of £8864.
These provide the school with all electricity use in the hall and supplement
energy use within the school. It is understood the parish has continued to
pay 14% of electricity costs to the school. This is now likely to be a
considerable annual sum.

It is unclear why the school would prefer to take overall responsibility for
the hall and sessional bookings, and what implications



this would have for the parish. As presented, it seems likely that future
potential parish revenue from external bookings would cease, whilst
facilitating potential revenue for the school. The school and MAT suggest
that their preference is to take over responsibility for hall maintenance and
repair but with a contribution required from the parish.

The proposals from the school cannot be assessed at present without
much greater detail. It would likely lead to protracted negotiations and
delay an increased rent to the parish and some simple revision to the
present lease terms, including requested changes to school hours of use.

It is suggested that negotiation of lease renewal with the school takes
place under a preference for the Parish to continue overall responsibility for
the hall and bookings.

It is concluded that the hall lease terms and rent do need revision, under a
principle that the parish should be no worse off in regard to the present
value of the hall as an asset, both in financial and pastoral terms.

I

f Parish responsible for hall:

Basic rent £5534 (includes 20% additional hours if desired by school and
adjustment RPI from 2016 to 2023)

Maintenance £ 415 (additional 15% increase over RPI based on price index
construction costs HM Gov March 2023)

Total revised £5949 pa

Within lease terms:

Negotiate utilities. Negotiate % school contribution to high wear fixture and
fittings.

Neil Mayhew. Parish Treasurer. 28.04.2023

DISCUSSION

The present contractural (lease) position between the Parish and the
School. The School is the tenant and Parish (as juridic person) is the
landlord, taking effect under a head lease granted from the freeholder
Downside Missions Trust. It is understood that the freehold entitlement is
being transferred to Diocese EA as trustee. The present head lease began
in April 2010 at a rent of £2346 pa for a term of 5 years. A rent review in



March 2013 increased the rent to £2644 pa in line with RPI. It was extended
by agreement in April 2015 until March 2016 at the same annual rent. The
lease was ‘opted out’ of sections 24-28 of the Landlord & Tenant Act 1954.
This is increasingly the norm for commercial leases and simply means the
tenant has no ‘Statutory Right’ to remain at the end of the tenancy period.

Due to the length of time from expiration of the agreement to extend the
lease, it is likely that a periodic tenancy has now been established but legal
advice should be sought on this.

The Parish hall was built in 1990 through funds raised locally and also made
available through Downside Abbey Missions Trust. A lot of work was put into
this project by many parishioners at the =me. The cost was in the region of
£95,000 (present cost value circa £300,000). A lease was established with
the school (then Suffolk County Council) under terms that have not
changed substantially since then. Under renewal of the lease from April
2000 a then market rent of £1900 pa was agreed with County Council Land
Agents & Valuers.

(1) The current arrangements as presented by the Diocesan Schools &
SJBC MAT need some clarification in context of the lease.

School’s exclusive use

The present hours of use understood by the school are not that agreed in
the lease (4.2). The school believe they now have a 24% increased use of
the hall. It is unknown when or with whom this extra use was agreed but
there is no amendment to the lease terms and no addiitonal rent noted.
This a significant added value to the school without payment.

Utility Payments

Under the lease (5.3) should the the proportion of utility use by the landlord
substantially change the % is to be renegotiated.

- Electricity (14%) reimbursement to school.

Since August 2018 the parish installed Solar PV Panels (21units) through
parishioner donations to the Alive in Faith initiative, at a

cost of £8864. These provide a small annual income to the parish under
the government Feed-In Tariff but importantly generate

electricity for use on-site. This on-site generation meets the day time
electricity use of the hall by both the parish and school and




any surplus generated electricity will supplement wider use throughout the
school premises. Therefore, over the last four years there should have been
renegotiation on requirement for the parish to pay 14% of the school’s
annual electricity bill. However, there is no record of renegotiations on this
and the parish has continued to reimburse the school on electricity costs
each year since solar panel installation (2108 £562; 2019 £619; 2019 - 2022
amounts unavailable)

- Water & Sewage (7%) reimbursement to school.

It is unknown if the usage is metered separately for the hall.

- Gas (% reimbursement is not covered by the lease)

There is a separate boiler that provides central heating (no direct hot
water) solely for the hall. There is a utility smart meter that records gas
used by the boiler. Clearly, if the school pay the units recorded by this
meter then the parish should reimburse a % of gas used in heating the hall
for its own purposes.

« Cleaning

Under the lease (4.5) the school is required to keep the hall clean & tidy
after use. There is no contractual requirement for the parish to pay the
school for cleaning. The cleaning charge from the school is small and it is
unknown when or how this was agreed. There is however a view that the
school does not leave the hall in a satisfactory clean & tidy condition.

Neil Mayhew. Parish Treasurer. 28.04.2023



