COUNCIL BRIEFING AGENDA

08 SEPTEMBER 2020

NEW LEASE TO KIDZ GALORE PTY LTD - 15 HAYNES STREET, NORTH PERTH
Attachments:

1.
2.

Maintenance obligations schedule
Market rent valuation report - Confidential

RECOMMENDATION
That Council:
1.

APPROVES providing local public notice pursuant to section 3.58 of the Local Government
Act 1995 of the proposed lease to Kidz Galore Pty Ltd (ACN 069 285 472) (Tenant) for the
childcare premises located at 15 Haynes Street, North Perth (Premises) on the following key
terms:

1.1.

Term:

Five (5) years, commencing 1 January 2021 and expiring 31
December 2025.

1.2.

Option Term:

Nil.
The Tenant acknowledges that following the lease expiry, the
City will not permit any holding over or monthly tenancy.

1.3.

Rent:

$35,000 per annum plus GST.

1.4.

Rent Review:

fixed increase of 5% annually on 1 July each year of the lease
commencing from 1 July 2021.

1.5.

Outgoings:

the Tenant will pay:
(a) ESL charges applicable to the premises;
(b) rubbish and recycling bin charges for the premises;
(c) utilities (including scheme water, electricity and gas); and
(d) minimum level of service statutory compliance testing
(including RCD, DFES and pest inspection fees and
charges).

1.6.

Insurance:

Tenant to hold and maintain a public liability insurance policy
for not less than $20million per one claim, in respect of the
Tenant’s use and occupation of the Premises and car park.

1.7.

Repair/maintenance:

in accordance with the maintenance obligation schedule at
Attachment 1.

1.8.

Responsibilities of the
City:

1.9.

Special conditions

1.9.1. Car park licence

Item

the City is responsible for:
(a) maintenance of roofing, mechanical services and main
structure of the Premises (unless the damage is caused by
the Tenant);
(b) capital renewal and upgrade of existing assets, at the City’s
discretion;

(a) The City grants to the Tenant the right to use the seven (7)
car parking bays at 25-29 Sydney Street, North Perth,
subject to the Tenant paying an annual licence fee of $2,600
including GST per annum the Licence Fee at the times and
in the manner provided under the Lease (Licence),
(b) The licence Term is three (3) years, expiring on 31 December
2023, or earlier upon the termination of the Lease.
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(a) The Tenant acknowledges that the City is required to
transition the use of the Premises away from childcare
services in order to comply with the Deed of Trust dated 2
October 1941;
(b) In accordance with paragraph (a) above, the Tenant
acknowledges and agrees that:
(i) by the second anniversary of the Commencement Date,
the Tenant will submit to the City a relocation or
business plan (Business Plan) outlining:


the Tenant’s planned transition from the Premises;
or



how the Tenant will scale down its business
operations at the Premises by the end of the Lease
term; and

(ii) by the fourth anniversary of the Commencement Date,
the Tenant will submit to the City a closure plan
(Closure Plan) which will demonstrate:


the proposed timeline for the closure of the
Tenant’s business at the Premises; and



the removal of the Tenant’s buildings (including the
demountable building) and property from the
Premises; and

(iii) the Tenant must completely vacate the Premises by no
later than midnight on 31 December 2025.
(c) If the City is not satisfied with the information contained in
either or both the Business Plan or the Closure Plan, the
City may provide the Tenant with notice:
(i) specifying what additional information is required by the
City; and
(ii) the timeframe within which the Tenant must provide that
information to the City.
(d) If the Tenant fails to provide the City with:
(c) the Business Plan or Closure Plan within the time
specified in paragraph (b)(i) or (b)(ii) (respectively); or
(iii) any additional information requested by the City in
accordance with paragraph (c),
the City may terminate the Lease and the Tenant must vacate
the Premises within one month of being notified of that
termination
1.9.3. Termination for
convenience

The Tenant may terminate the Lease by providing no less than
three (3) months’ written notice of termination to the City.

1.9.4. Removal of
demountable building and
play equipment

The Tenant acknowledges and agrees that prior to the lease
expiry it is required to remove the demountable building and
play equipment from the Premises and make good any damage
caused by that removal.

2.

Item

If no submissions are received as a result of the public notice period in recommendation 1.
above, DELEGATES BY ABSOLUTE MAJORITY to the Chief Executive Officer the power to
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enter into the lease in Recommendation 1. above, and AUTHORISES the Mayor and Chief
Executive Officer to affix the common seal and execute the lease.
3.

NOTES that if any submissions are received as a result of the public notice period in
Recommendation 1. above, the Chief Executive Officer will provide the submissions to
Council for consideration and Council will determine whether to proceed with the proposed
lease to the Tenant.

PURPOSE OF REPORT:
To consider providing local public notice of the proposed new lease to Kidz Galore Pty Ltd (ACN 069 285
472) (Kidz Galore) at 15 Haynes Street, North Perth.
BACKGROUND:
Kidz Galore has leased the child care centre at 15 Haynes Street, North Perth (Premises) since 1 April 2005.
The original lease was for a term of 5 years with a further term of 5 years. Pursuant to a Deed of Variation
and Extension of Lease dated 1 March 2012, the original lease was extended until 31 December 2020.
The City owns the Premises in freehold, however, the Premises is subject to a Deed of Trust dated 2
October 1941 which provides that the land is to be used for public recreation purposes (Trust). In addition,
the City’s Public Open Space Strategy, adopted by Council in December 2018, identifies a lack of local
public open space in the North Perth area. It was identified that the use of the Premises by Kidz Galore as a
commercial childcare centre was inconsistent with the Trust purpose.
At its Special Meeting of 28 January 2020, Council authorised the Mayor to apply for approval from the
Attorney General for the draft Haynes Street Reserve Development Plan and provide the Attorney General
with certain additional information, including:
(a)

an acknowledgement that the City has been in breach of the Trust by leasing the Premises to Kidz
Galore;

(b)

confirmation that the City intends to transition the use of Premises to comply with the Trust in
accordance with the draft Haynes Street Reserve Development Plan;

(c)

the following proposed conditions for a future lease of the Premises to Kidz Galore:

(d)

(i)

the lease will expire on 31 December 2025;

(ii)

from the commencement of the new lease, no enrolments should be taken for the site after 31
December 2025;

(iii)

at the end of the second year of the lease, Kidz Galore is required to submit a satisfactory
relocation plan or business plan, which shows a transition from the Premises or how it will scale
down its current operations by the end of the fifth year of the lease;

(iv)

at the end of the fourth year of the lease, Kidz Galore is required to submit a closure plan, which
demonstrates the timeline of closure and removal of buildings and property from the Premises;

(v)

the failure of Kidz Galore to provide the required information to a satisfactory standard by the
timeframe specified will result in the termination of the lease; and

the City’s commitment that past revenue obtained from the use of the Premises (since the 2015/16
financial year) and any future/additional revenue from the Premises will be used to return the Premises
to public open space in accordance with the timeframe of the draft Haynes Street Reserve
Development Plan.

By letter dated 3 March 2020, the Attorney General acknowledged the information provided and consented
to the continued breach of the Trust by providing Kidz Galore with a further five year lease (to allow Kidz
Galore to transition off the Premises).

Item
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DETAILS:
The proposes commercial lease terms are in accordance with Council’s decision of 28 January 2020. In
addition, the lease will be subject to the following special conditions:
(a)

Kidz Galore may choose to terminate the lease upon three months written notice being provided to the
City;

(b)

the car park licence (that originally sat separately to the lease) has been included in the lease terms
and is for a term of three years (expiring 31 December 2023) for a fee of $2,600 per annum including
GST subject to 5% fixed increase annually; and

(c)

prior to the expiry date of the lease, Kidz Galore must remove its property, including the demountable
building and play equipment, from the Premises and make good any damage caused by that removal.

Administration engaged a commercial property valuer to complete a market rent appraisal of the Premises,
as at Confidential Attachment 2. In line with the market rent valuation, rent is proposed at $35,000 per
annum plus GST and is subject to a fixed 5% annual increase. Outgoings (including ESL, rubbish and
recycling bin charges and utilities) are in addition to rent.
Kidz Galore has confirmed it agrees to the proposed commercial lease terms.
CONSULTATION/ADVERTISING:
In accordance with section 3.58 of the Local Government Act 1995 (Act) local public notice of the proposed
lease would be provided for a period of at least two weeks, commencing in mid-September and closing in
early October. Local public notice would be provided in the following ways:




notice in the City’s local newspapers;
public notice on the City Administration and Civic Centre, Library and Local History Centre notice
boards; and
notices on the City’s website, social media platforms and in the e-newsletter.

LEGAL/POLICY:
Section 3.58(3) of the Local Government Act 1995 sets out the public notice requirements for disposal of
property to a commercial entity.
The proposed lease terms are generally consistent with the terms for Category 3 of the City’s draft Property
Management Framework, noting that the lease term is restricted to 5 years.
RISK MANAGEMENT IMPLICATIONS
Low: It is low risk for Council to provide public notice of the proposed new lease with Kidz Galore.
STRATEGIC IMPLICATIONS:
This is in keeping with the City’s Strategic Community Plan 2018-2028:
Connected Community
Our community facilities and spaces are well known and well used.
Innovative and Accountable
We are open and accountable to an engaged community.
SUSTAINABILITY IMPLICATIONS:
Nil.

Item

Page 4

COUNCIL BRIEFING AGENDA

08 SEPTEMBER 2020

FINANCIAL/BUDGET IMPLICATIONS:
The current rent for the Premises is approximately $30,210.38 per annum plus GST and outgoings.
Following a market rent review of the Premises, rent for the new lease has been proposed at $35,000 per
annum plus GST and outgoings. The rent will be increased by 5% annually on 1 July of each year of the
lease term.
The car park licence fee is proposed at $2,600 per annum including GST and is also subject to a fixed 5%
increase per annum.

Item
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