INVESTMENT OPPORTUNITY

FOR SALE

Cobalt 14

Quadrant West, Cobalt Park, North Tyneside NE27 0QQ

For Sale - Local Authority Let Prime Business Park Investment

11 year Undoubted Income with Annual Indexation

View
Video

INVESTMENT SUMMARY
• Located on Cobalt Business Park, one of the most successful and largest
out of town business parks in the UK

• Current passing base rent of £720,698 per annum, reflecting £15.72 psf
with annual 2.6% increases

• High quality, self-contained office building totalling approximately
45,832 sq ft (4,258 sq m) with 201 car parking spaces

• Further income from a fixed but indexed valuable FM surplus
of £83,174 pa increasing annually by RPIx

• Long leasehold tenure at a peppercorn rent with 99.5 years unexpired

• Strong out of town office market with buoyant take-up

• Let to the undoubted covenant of North Tyneside Council (NTC) for a
term of 23 years from 1 July 2009, with over 11 years remaining unexpired

• Offers are invited in excess of £10,200,000 subject to contract
and exclusive of VAT. A purchase at this level reflects a net initial yield
on the base rent of 6.62% and 7.39% on the total net income after
allowing for purchaser’s costs of 6.70%

• NTC also occupy the office building adjacent and together they form
the administrative and civic hub for the Council
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The city benefits from being on the East Coast Main
Line, with fastest travel times to London (Kings
Cross) in 2 hours and 40 minutes and Edinburgh
in 1 hour and 20 minutes. The city also has the Metro,
the North East’s urban transit system, supporting
60 stations throughout Tyne and Wear extending
as far as Newcastle Airport (45 minutes from Cobalt
58 from the city centre).
Business Park and 28 minutes
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Newcastle has excellent access links via the A1(M),
south to Leeds and north to Edinburgh. The dualling
of the Tyne Tunnel, which completed in 2012, has
significantly improved the road communications.
The tunnel links North Tyneside to South Tyneside
and the wider region via the A19 dual carriageway.
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Newcastle upon Tyne forms the heart of the Tyne
and Wear district and is the regional, commercial
and administrative capital of the North East.
Newcastle has a resident population of 292,900
people, 11% of the north east population. (Source:
ONS 2015). The city forms part of the wider Tyneside
conurbation with a total population in the region
of 1.1 million people, making the city region the
7th largest in the UK. Newcastle upon Tyne is
located approximately 95 miles north of Leeds, 106
miles south east of Edinburgh, 200 miles north of
Birmingham and 282 miles north of London.
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Newcastle International Airport is located 6 miles
north west of the city centre. It has been ranked
the 10th busiest airport in the United Kingdom and
the second busiest in Northern England, following
Manchester Airport, handling 5.2m passengers
58
0
1
A in 2019. The airport has daily flights to Heathrow,
Stansted and Gatwick with journey times of less
93
than an hour. The airport serves otherA1domestic
destinations including Southampton, Jersey,
Exeter, Bristol and Belfast as well as international
destinations including Amsterdam and Dubai.

th

or

N
19

COBALT 14

A1
9

So

ut

h

A

Management
Centre

COBALT BUSINESS PARK

COBALT BUSINESS PARK
The property is located on Cobalt Business Park, considered to be one of the most successful
out of town office locations in the UK. The park is situated 5.5 miles north east of Newcastle
upon Tyne. The park is exceptionally well connected to the regional road network with its
principal access being at the intersection of the A19 (one of the 2 north-south arterial routes
through the region) and the A1058 Coast Road. There is also a dedicated fleet of ‘Cobalt
Clipper 309’ buses passing through the park each day.
The park measures approximately 175 acres (72.9 hectares) and includes over 1.53m sq ft
of offices employing over 14,000 people. There is an extensive offering of retail and
leisure facilities in close proximity at Silverlink Retail Park and Middle Engine Lane Retail
Park, totalling 280,000 sq ft, with a range of 20 national retailers including Marks &
Spencer, Next, Boots and Currys/PC World, 9 screen Odeon cinema and restaurants.
Cobalt Business Park also benefits from an excellent range of on-site facilities
which include:

•	
157 bedroom 4 Star Newcastle Village Leisure Hotel incorporating conference
rooms, banqueting suites, meeting and leisure facilities including a 25 metre
pool, sauna, fitness studio and spa

•	
Busy Bees day nursery which cares for children aged 6 weeks
to 5 years old

•	
Retail hub providing a range of convenience facilities including a Tesco
Express, Greggs, coffee shop and park management offices

•	
39 acre countryside park which was designated a Local Nature
Reserve in 2005
For further information see www.cobaltpark.co.uk
Cobalt 14 is ideally positioned in the central section of the
business park providing easy access to amenities and is
surrounded by a number of national and international
companies including amongst others; Accenture, Siemens,
P&G, EE, Leeds Building Society, DXC.Technology and
Northumbria NHS Trust. At the southern end of Cobalt
Park is a data centre campus, illustrating the digital
connectivity of the location.

COBALT 14
Description
The property along with the adjacent Quadrant East provides the principal
administrative and civic hub for North Tyneside Council and comprises a
modern 4 storey office building, which was completed in February 2007.
The building is of steel framed construction and features a glass façade on
2 elevations of the property and brickwork and composite panels on the
remainder. All the cladding has been recently inspected and found to be fully
compliant with all regulations and represents ‘low risk’.
The building provides large open floor plates over 4 floors with a double
height feature reception area The accommodation has been fitted out
to a high specification to include:
• 4 pipe fan coil air conditioning fed by an air-cooled chiller and gas
boilers in the rooftop plant room
• Full accessed raised floor with a clear void of 150 mm
• Suspended ceiling with LG7 lighting
• Double height feature reception
• Two 13-person passenger lifts
• 3 metres clear floor to ceiling height
Car parking is provided adjacent to the building and
provides 201 spaces, which equates to an excellent ratio
of 1:228 sq ft (1:21.18 sq m).

ACCOMMODATION
The property provides the following net internal
floor areas:

Floor

sq ft

sq m

Reception

11,246

1,045

Level 1

11,529

1,071

Level 2

11,529

1,071

Level 3

11,529

1,071

45,832

4,258

Total

TENURE
Tenure
The property is held on a long leasehold from Highbridge Business
Park Ltd for 125 years (less 6 days) from 29th March 1996, expiring
on 22nd March 2121, giving 99.5 years unexpired, at a peppercorn rent
without review. The ultimate freeholder is North Tyneside Council.

Tenancy
The entire property is let to North Tyneside Council on a single lease
from 1 July 2009, expiring 20 November 2032 (11 years unexpired)
at a current base rent of £720,698 (£15.72 psf) subject to annual uplifts
to 2.6% pa.
The tenancy is a ‘Lease Plus’ agreement, which leaves the responsibility
of hard FM and lifecycle costings with the landlord, meaning in practice
the responsibility and costs of all repairs are the landlords, although
this and the cost risk associated with it, has all been passed on to a
third party provider as subsequently detailed. In return for taking
on this burden the landlord is paid an additional rental, currently
£352,633 (£7.69 psf), which is increased annually by RPIx.
Buildings insurance and estate service charge is paid by the tenant
in the usual way.
There is a restriction on assignment, with the tenant only able to assign
to a public sector body, or somebody who succeeds or carries out all
or part of the functions of the tenant.
The tenant has an option to purchase the property during the period
27 June 2032 to 20 November 2032, at open market value, subject
to the lease and disregarding any special purchaser.
[The tenant has a right of pre-emption on first sale of the landlord’s
interest. We have spoken to the Head of Strategic Property at the
Council/served notice on the Council, who has/have confirmed that
they do not intend exercising the right of pre-emption]
NTC have sub-let the first floor to Accenture (UK) Ltd on a 5 year lease
at the headrent payable from 2016. They also share possession of the
second floor with Capita, under their partnership agreement.

The FM Agreement
The landlord’s hard FM and lifecycle replacement responsibilities have been outsourced under
a Facilities Management Contract to Grosvenor Facilities Management Limited, guaranteed by GH
Newco 1 Limited. The agreement runs for the length of the lease for an annual payment, currently
£269,460 pa indexed annually in line with RPIx.
The financial risk sits with GFM, so that if they spend less on maintenance and lifecycle replacement
than they are paid by the landlord, then that is their profit to retain, but they shoulder the risk of
having to fund repairs if the payments are insufficient.
The payments to the landlord by the tenant for FM are greater, hence there is an annual surplus,
currently £83,173 pa, which will grow in line with RPIx over the remaining term of the lease to a
forecast £107,500, generating in the order of £1m of surplus over the remainder of the lease.

ACTUAL AND PROJECTED CASHFLOWS

Base Rent
(2.6% pa reviews)

FM Rent (annual
RPIx reviewed
assuming 2.6% pa)

Total Payments
Received

Landlord’s FM and
Lifecycle Payments to GFM
(annual RPIx reviewed
assumed at 2.6% pa)

FM and Lifecycle
surplus retained
by LL

Total Net
Receivable
Income

April 2021 - April 2022

£720,698

£352,633

£1,073,331

£269,460

£83,174

£803,871

April 2022 - April 2023

£739,436

£361,802

£1,101,238

£276,466

£85,336

£824,772

April 2023 - April 2024

£758,661

£371,209

£1,129,870

£283,654

£87,555

£846,216

April 2024 - April 2025

£778,386

£380,860

£1,159,247

£291,029

£89,831

£868,218

April 2025 - April 2026

£798,625

£390,762

£1,189,387

£298,596

£92,167

£890,791

April 2026 - April 2027

£819,389

£400,922

£1,220,311

£306,359

£94,563

£913,952

April 2027 - April 2028

£840,693

£411,346

£1,252,039

£314,324

£97,022

£937,715

April 2028 - April 2029

£862,551

£422,041

£1,284,592

£322,497

£99,544

£962,095

April 2029 - April 2030

£884,977

£433,014

£1,317,992

£330,882

£102,132

£987,110

April 2030 - April 2031

£907,987

£444,273

£1,352,259

£339,485

£104,788

£1,012,775

April 2031 - April 2032

£931,594

£455,824

£1,387,418

£348,311

£107,512

£1,039,107

For indicative purposes only. Full calculations available in the dataroom.

EPC

Site Area

The building has an EPC Rating (2009) of C 75. This is available on request.

The property is situated on a site of approximately 3.98 acres (1.61 hectares).

TENANT COVENANT - North Tyneside Council
Grosvenor Facilities Management Ltd
North Tyneside Council

North Tyneside Council is one of five unitary local
authorities in the Tyne and Wear conurbation placing
the borough at the heart of a wider strategic area
encompassing over 1.47 million people. The borough
covers an area of approximately 6,026 square miles
(2,326.5 square km) and 208,871 residents.
In the year 2020/21 the Council had gross expenditure
of £713.2m and useable reserves of £155.3m.

Grosvenor Facilities Management is a Harrogate based provider of the full spectrum
of hard and soft FM providers with a range of customers in the office, leisure and
healthcare sectors. It is pertinent to note that in the unlikely event of the failure of
GFM, the FM surplus would still exist if the contract were retendered to an alternative
supplier at the same cost.
Grosvenor Facilities Management Ltd
(03089465)

GH Newco 1 Ltd
(07936868)

Year to

31.5.2020

31.5.2019

Year to

31.5.2020

31.5.2019

Sales Turnover

£27.23m

£25.50m

Sales Turnover

£38.86m

£35.18m

Pretax Profit

£547,031

£778,011

Pretax Profit

£547,031

£778,011

Net Assets

£3.04m

£3.07m

Net Assets

£3.04m

£3.07m

OCCUPATIONAL MARKET
Occupational Market
The North East region provides a diverse range of accommodation varying in size
and quality which appeals to numerous occupiers. This is due to the relatively low
occupational costs, accessibility of skilled workforce and high-quality working
environment. Newcastle city centre comprises the principal in town office
accommodation in the region, the out of town office market is made up of a
handful of business parks throughout Tyne & Wear. These continue to satisfy the
demand which is further bolstered by the severely constrained city centre supply.
Over the years Cobalt Business Park has continued to establish its status as the
North East’s premier out of town office location, attracting a wide array of ‘blue
chip’ occupiers.
Office letting activity in the North East is dominated by the out-of-town sector,
which has accounted for circa 75% of take-up since 2010. The appeal of the
relatively low occupational costs, accessibility, skilled workforce and high-quality
working environments continues to be a huge draw to a finance companies, call
centres, government bodies and corporate occupiers alike. This combined with
highly restricted in town office markets, lack of development pipeline and an
improvement in the economic outlook has seen strong levels of out-of-town
take-up in the past 5 years.
Year

City Centre

Out of Town

2017

177,870 sq ft

453,693 sq ft

2018

239,693 sq ft

608,022 sq ft

2019

112,212 sq ft

766,850 sq ft

2020

150,018 sq ft

618,725 sq ft

2021 has started in strong fashion, demonstrating the enduring relevance
of the out of town office sector, with the highlight being Just Eat’s acquisition
of 217,339 sq ft at Rainton Bridge in August.
Whilst prime headline rents in Newcastle city centre are nearing £27.00 psf,
the out of town office market excellent value for money for occupiers, with rents
on prime parks such as Cobalt reaching £16.50 psf, depending on location,
quality and specification.

PROPOSAL

Offers are invited in excess of £10,200,000 subject to contract
and exclusive of VAT. A purchase at this level reflects a net initial
yield on the base rent of 6.62% and 7.39% on the total net income
after allowing for purchaser’s costs of 6.70%.
Capital Allowances

VAT

AML

No further Capital Allowances
are available.

VAT is payable on purchase price.
It intended to treat this transaction as
a Transfer of Going Concern (TOGC).

In order to discharge its legal obligations, including under applicable AML
regulations, C&W will require certain information of the successful bidder.
In submitting a bid, you agree to provide such information when Heads
of Terms are being agreed.

CONTACT

Richard Turner
Tel: 0191 2235750
Mob: 07747 008415
email: richard.turner@cushwake.com

Richard Brooke
Tel: 0113 233 8879
Mob: 07809 321451
email: richard.brooke@cushwake.com

Gagan Jagpal
Tel: 0191 223 5709
Mob: 07702 681760
Email: gagan.jagpal@cushwake.com

Connor Rogers
Tel: 0113 233 7474
Mob: 07557 895735
Email: connor.rogers@cushwake.com

DTZ Debenham Tie Leung Limited (the “Agents”) give notice to anyone who may read these particulars as follows:
(1) These particulars are prepared for the guidance only of prospective purchasers. They are intended to give a fair overall description of the property only and do not constitute any part of an offer or contract. (2) Any information contained in these particulars (whether in the text, plans or photographs) is given in good
faith but should not be relied upon as being a statement or representation of fact or that the property is in good condition or otherwise nor that any services or facilities are in good working order. (3) The photographs appearing in these particulars show only certain parts and aspects of the property at the time when the
photographs were taken. Certain aspects may have changed since the photographs were taken and it should not be assumed that the property remains precisely as displayed in the photographs. Furthermore no assumptions should be made in respect of parts of the property which are not shown in the photographs. Any
areas, measurements or distances referred to herein are approximate only. (4) Where there is reference in these particulars to the fact that alterations have been carried out or that a particular use is made of any part of the property this is not intended to be a statement that any necessary planning, building regulations or
other consents have been obtained and these matters must be verified by any intending purchaser. (5) No person in the employment of the Agents has any authority to make or give any representation or warranty whatsoever in relation to this property. (6) This property is offered subject to contract and unless otherwise
stated all rents are quoted exclusive of VAT. (7) Unless otherwise stated, no investigations have been made by or on behalf of the Agents regarding pollution, or potential land, air or water contamination. Interested parties are advised to carry out their own investigations as required. Octoberi 2021
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