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Appendix 3 — Commercial property

Property search. To search for available commercial property options in Wales log onto: www.propertypilot.co.uk/57home.htm

1. Procurement options (leasehold or freehold)

For companies setting up, the key property decision is whether to rent premises (known as “leasehold”) or to buy premises (known
as “freehold”). The majority of commercial property is held on a leasehold basis. Importantly, there are no restrictions on overseas
companies either buying or renting property in the UK.

a)Leasehold

Companies can either rent premises that are already available or enter into what is known as a “pre-let” (an agreement with a
developer to lease premises before construction is completed, enabling prospective tenants to specify the design, layout and
fittings of the building).

Commercial leases typically run for 15 years with reviews every five years, although shorter terms are becoming more common.
It may be possible to negotiate “break clauses” at set times throughout the lease (enabling the occupier to serve notice to vacate
the premises).

The majority of leases on commercial premises are let on “full repairing and insuring terms”, which places the responsibility and
costs for all upkeep, decoration and repairs onto the tenant.

In addition, most leases over three years in length will have a provision to increase the rent in line with the market conditions at
pre-determined points throughout the lease. The standard clause allows for “upwards-only” rent reviews at five-yearly intervals (this
means that, should the market rent rise, so does the rent payable).

Consideration Rate

Purchase of a Building

Not exceeding £150,000 0 per cent
Exceeding £150,000 but not exceeding £250,000 1 per cent
Exceeding £250,000 but not exceeding £500,000 3 per cent
Exceeding £500,000 4 per cent

The following rates apply to rents:

Not exceeding £150,000 0 per cent

Any balance above £150,000 1 per cent

Businesses selecting the leasehold property options must also pay “stamp duty land tax”, which is calculated using the “net present
value” of all rental payments due over the term of the lease as follows:

For more information (including an on-line stamp duty calculator), please see: http://sdcalculator.inlandrevenue.gov.uk

For information on legal issues for business tenants, please see:
www.communities.gov.uk/citiesandregions/propertyissues/businesstenanciesguidance

b) Freehold
Buying property in Wales is a straightforward process and, importantly, there are no restrictions on overseas companies.

In addition to the price of the property, purchasers must also pay stamp duty land tax based on both the size of the transaction
and the location of the property (please see details included within leasehold section).
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2. Property options
There are various property options available to businesses throughout Wales (including leased offices, serviced offices, industrial
properties and land for development).

a) Leased office options
There is a wide range of leased office options, from standard office accommodation to leading-edge headquarters buildings.

The basic rent on a conventional office lease usually ranges from £118 per square metre per annum in Wrexham, to £140 in
Swansea and £215 in Cardiff (source: DTZ Research 2008), depending on location and facilities. Annual rents are typically subject
to upwards-only rent reviews at the end of each fifth year.

In addition to annual rental charges, service charges are also typically charged at around £40 per square metre per annum. The
service charge is levied by the building owner or their agent, and includes the basic running costs of the building such as lift
maintenance and cleaning.

b) Serviced office options
The key advantages of serviced offices are that all costs are combined into one monthly payment and leases can be as short as one
month. Companies can usually move into a new serviced office within a week.

Serviced offices are available in all major towns and cities across Wales, and range in size from a single desk through to large
offices. Costs are usually based on the number of workstations and can typically range from £200 per workstation per month
depending on the location and the range of services included.

More information on both the cost and availability of serviced offices can be found at: www.instantoffices.co.uk or
WWW.regus.co.uk.

The average rentals on new industrial and distribution units typically range from around £48 in Wrexham and Swansea to £65 in
Cardiff (source: King Sturge 2007).

¢) Land options — development sites
For businesses intending to build their own premises, Wales offers a wide variety of greenfield and brownfield sites, ranging from
£100,000 per acre in Swansea to £225,000 in Cardiff (source: DTZ Research 2008).

3. Timescale for obtaining property

Although it is possible to occupy a new building within a few weeks, it is prudent to allow, on average, three to four months from
initialising the property search to taking occupation of an existing property. This includes time for searching locations and
identifying buildings or sites, negotiation of leasehold or freehold terms and the drafting of appropriate legal documentation.

4. Agent fees
A property agent can assist in both the property search and in negotiating the main terms of the lease or purchase.

Agents’ fees for procuring a leasehold property are approximately 10 per cent of one year's rental costs. Agents’ fees for purchasing
freehold properties are typically around 1 per cent of the purchase price, although this is subject to confirmation of the full range
of services required and individual negotiation.

For more information on property agents and surveyors, please see: www.ricsfirms.co.uk

5. Legal fees

Companies purchasing or leasing property should expect to pay legal fees (which incorporate conveyancing fees), costs for local
authority searches and bank transfer fees. An experienced property solicitor is typically necessary to assist in the preparation of all
required legal documentation. For contact details of property solicitors, including a searchable database, please see:
www.lawsociety.org.uk.
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6. Business rates
Business rates are a property tax that business occupiers pay towards the costs of local government services.

The specific level of business rates payable is based on a professional assessment of the annual rent of each individual property (as
if it were available to let on the open market). The most recent rating list came into effect on 1 April 2005 and is based on the
valuation date of 1 April 2003 (all properties are valued from the same date to ensure that they are assessed on a level basis).
Details of business rates can be found at: www.voa.gov.uk

7. Obtaining planning permission in Wales

Planning regulations are administered by the local authority covering the area in which the particular building or site is located.
Prior to making any commitments to amend an existing building, construct a new building or change the usage of a building,
businesses must make contact with their local authority planning department (a full list of commercial property usage classes is
included below).

The planning system is different to the planning systems operating in many other European Union countries.
For example:

« The planning system is discretionary.
 Wales has a clear process that typically provides planning decisions more swiftly than in many other European Union countries.

« The appeals system within Wales also follows a clear process whereas in many European Union countries the appeals process
must be undertaken through the courts.

The Statutory Consultation period is 21-28 days from the date the Local Planning Authority (LPA) writes to the relevant Local
Authority Committees. The period for determination is a minimum of 8 weeks or 16 weeks if an Environmental Impact Assessment

is required. The period runs from the date of Registration of the Application.

An outline planning application is valid for three years but the LPA has the power to extend this under special circumstances.
A detailed planning application is valid for five years.

Commercial property usage classes

A1 Shops: Shops, post offices, travel agents, hairdressers, funeral directors, dry cleaners

A2 Financial and professional services: Banks, building societies, betting offices, and other financial and professional services

A3 Food and drink: Pubs, restaurants, cafes and hot food take-aways

B1 Business: Offices, research and development, light industry appropriate in a residential area

B2 General industrial

B8 Storage and distribution: Including open air storage

Cc1 Hotels: Hotels, boarding and guest houses where no significant element of care is provided

c2 Residential institutions: Residential care homes, hospitals, nursing homes, boarding schools, residential colleges and training centres

D1 Non-residential institutions: Surgeries, nurseries, day centres, schools, art galleries, museums, libraries, halls and churches

D2 Assembly and leisure: Cinemas, concert halls, bingo and dance halls, casinos, swimming baths, skating rinks, gymnasiums or sports arenas

(except for motor sports, or where firearms are used)
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Contacts:

Alistair Davies

Director — Regional Development Services
Deloitte LLP

Telephone: +44 (0) 29 2026 4272

Mobile Phone: +44 (0) 7774 412675
E-Mail: aldavies@deloitte.co.uk

Steven Matheson BSc (Hons) MSc MRICS
Joint Office Division Co-ordinator
Lambert Smith Hampton

Telephone: +44 (0) 29 2043 4683
E-Mail: smatheson@lsh.co.uk

Jason Thorne BSc (Hons) MRICS
Director of Industrial South Wales
Lambert Smith Hampton

3 Callaghan Square, Cardiff CF10 5BT
Telephone: +44 (0) 29 2049 0499
E-Mail: jthorne@Ish.co.uk
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How bright is your market outlook?
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Analysis

Given the deterioration in the economic
outlook and the impact of the credit
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