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Summary 

The City is due to receive vacant possession of the Barbican YMCA 

premises at 2 Fann Street, EC2 when the YMCA notice to quit expires on 

the 30th September 2012. 

Arrangements therefore need to be progressed to address the future use of 

the building. Due to the physical constraints of the building it is believed 

that housing needs can be more effectively and efficiently met by an 

alternative provision.  

Therefore marketing of the building is recommended, offering it with 

proper, reasonable and relevant conditions, to assist with identification of the 

future use. 

Due to the diversity of residential uses likely to be expressed, a consultant 

with suitable residential expertise will be needed to assist with the marketing 

process and once a clear way forward has been settled, the eventual selection 

and negotiation of appropriate development terms. 

There are likely to be interim holding costs which the City will have to bear 

when vacant possession is received, although their extent will depend upon 

whether or not an interim use can be achieved. In addition, there will be 

costs for general investigative works needed to support the marketing. 

Recommendations 

We RECOMMEND that approval is granted to; 

(a) Market the building at 2 Fann Street, EC2, for disposal inviting best 



offers for the grant of a long lease for a premium payment and 

delegating authority to the City Surveyor to determine reasonable and 

proper marketing conditions and criteria in consultation with the 

Director of Community & Children's Services, the Comptroller & City 

Solicitor and the City Planning Officer. 

(b) Approve the appointment of consultant BNP Paribas to advise upon 

marketing at a fee cost of up to £80,000 (based on pre-tendered rates 

agreed under the Office of Government Commerce Framework 

Agreement subject to the capped sum) plus £38,100 for marketing 

expenses and both plus VAT and to be met from Community & 

Children's Services Department local risk until reimbursed from any 

disposal proceeds. 

(c) Approve expenditure up to the amount of £135,700 plus VAT funded 

from the 2011/12 Community & Children's Services Department local 

risk underspend to address holding costs for the building for the period 

from 1st October 2012 to 31st March 2013 and essential 

decommissioning and security works. 

(d) Delegate authority to the City Surveyor in consultation with the 

Chairmen and Deputy Chairmen of the Barbican Residential 

Committee, the Children and Community Services Committee and the 

Policy and Resources Committee to approve any suitable temporary 

use as can be recommended upon appropriate terms and conditions and 

to instruct the Comptroller & City Solicitor to deal with any necessary 

documentation. 

Main Report 

Background 

 

1 The National Council of Young Men’s Christian Associations 

(Incorporated), latterly known as YMCA England served notice upon the 

City to terminate its lease of the Barbican YMCA, 2 Fann Street, EC2 

with effect from 30th September 2012. 

2 The building is purpose built as a hostel and first let in 1970. It comprises 

approximately 6,490 m2 on ground and 17 upper floors plus 3 lower 

levels. It presently includes 218 bedrooms (of which 54 are twin-bedded).  



3 The building is in poor condition throughout, with service installations 

generally being obsolete, and the whole now in need of comprehensive 

refurbishment and modernisation.  

4 The necessary outstanding repairs that have been identified but which 

would not address modernisation, have been estimated at circa £1.69m 

and the responsibility of the YMCA as was previously reported, although 

the City has previously resolved that it would be willing to waive this 

cost. 

Current Position 

5 The City is due to receive vacant possession of the building upon the 

expiry of the YMCA notice and needs to deal with its future use.  

6 The future use of the building has to consider not only housing 

requirements in line with Housing Strategy, but a combination of factors, 

including; 

a) Physical constraints imposed by its layout and structure. 

b) Town planning requirements and the listed status. 

c) The City's powers of disposal and fiduciary duties. 

 

7 Physical constraints imposed by its layout and structure – The 

building is constructed over a number of floors as detailed above, having 

a central lift and service core, and with structural walls restricting the 

configuration and use of the floor space.  The building will require 

modernisation and refurbishment for whatever future use occurs.  

8 Due to the layout of the building and the conversion issues, the Director 

of Community & Children's Services does not consider that it is suitable 

for efficient or effective use to meet affordable housing need, and that 

such needs can be better met by alternative provision.  

9 Town planning requirements and the listed status – Planning policies 

seek to preserve hostel use, notwithstanding the proven difficulties of 

such a business model for a general purpose hostel use in this type of 

building. If it is intended that the building be used for other residential 

purposes beyond the scope of the current planning permission, a proposed 

developer would need to comply with planning policy, as outlined in 

Appendix 1 - Overview of Planning Position, in order to obtain the 

necessary planning permission. This is likely to require evidence that 

there is no reasonable demand for the existing use before any change of 

use could be considered, and/or suitable alternative off-site hostel or 



housing provision, or other over-riding planning considerations would be 

necessary to justify a change to other uses. 

10 Should a change of use to the building be considered as a viable option, 

planning consent would need to be sought, and this would require public 

consultation in due course. 

11 The building is Grade II Listed, which would necessitate listed building 

consent for any works to it. 

12 The City's powers of disposal and fiduciary duties– The hostel was 

appropriated from planning purposes to housing purposes under former 

Housing Acts by resolution of Court of Common Council on the 20th 

July 1978. Under Section 74(1) Local Government and Housing Act 1989 

the housing authority must keep a Housing Revenue Account (HRA) for 

sums credited or debited in respect of land and buildings held under Part 

II, Housing Act 1985 (including predecessor legislation). The restrictions 

on the use of capital receipts from land and buildings held within the 

HRA will need to be examined further. 

13 One of the general considerations is that as an HRA asset, 50% of any 

receipt from disposal will be ring-fenced, either for payment to the 

Government or to be applied to the provision of affordable housing. The 

remaining 50% receipt would accrue to the City Fund and could be used 

for any housing or non-housing capital purposes. 

14 Disposal of land held under Part II Housing Act 1985 requires the consent 

of the Secretary of State (S.32 Housing Act 1985). However, there are a 

number of General Consents in place which obviate the need for specific 

requests to the Secretary of State, including a general consent to dispose 

of vacant dwellings at market value to third parties. 

Potential Future Use 

15 Each of the above factors places limitations upon the disposal 

arrangements but in combination, the constraints narrow potential options 

to a residential type use.  

16 The possible long term residential uses are set out in Appendix 2 of this 

report, and include potential use by the City, together with those which 

the building could reasonably physically accommodate and are likely to 

attract interest, namely; 

 Private Dwelling 

 Hotel 



 Hostel 

 

- and other residential uses that may not attract interest, due to the above 

constrains and the financial viability of such schemes;  

 Sheltered Housing 

 Care Home 

 Serviced Apartments 

  

17 The long term use will be largely dictated by the market interest, and the 

best way of determining that interest would therefore be to invite market 

offers on the basis of disposal upon appropriate terms and conditions. 

Marketing 

18 It is recommended that marketing is undertaken in order to determine 

whether or not there is reasonable demand for the existing use, to enable 

the identification of any alternative residential uses, and to obtain the 

market view of the building and its value. 

19 It is proposed that marketing is conducted on the basis of seeking best 

offers for disposal of a long leasehold interest in the building for a 

premium payment, subject to proper and reasonable conditions reflecting 

other terms that City wishes to achieve for its better management, those 

terms to be determined by the City Surveyor in consultation with the 

Comptroller & City Solicitor, the Director of Community & Children's 

Services and the City Planning Officer.  

20 The City has received various enquiries following the service of notice by 

the YMCA, from local stakeholders and parties seeking information 

about the future of the building.  The marketing process will allow fair 

opportunity for any expressions of interest in the building to be 

submitted, in a transparent manner. 

21 Marketing in this way ensures that the City can demonstrate that all 

interested parties have an equal opportunity to express the various interest 

that may be anticipated, and to address all of the salient issues impartially 

and fairly and that the City has achieved the best offer in all respects. 

22 The conditions will need to reflect the relevant concerns and statutory 

requirements including listed building requirements, the City's fiduciary 

duties, the requirement to restore the building into best condition in 

accordance with good estate management practice and its long term 

protection, in order to seek the best beneficial use that the combination of 

these factors will produce. 



23 The marketing process will require preparation time for gathering 

technical information and advertising, approximately six weeks of market 

exposure, bid submission and analysis time, which could all take between 

12-16 weeks to obtain. 

24 The results of marketing will need to be analysed to determine how the 

market views the building and how any interest fits with the statutory 

provisions.  

25 The cost of marketing is circa £118,100, to be met in the first instance 

from Community & Children's Services department local risk until 

reimbursed from any disposal proceeds. 

26 The summary of estimated costs for marketing the building are as 

follows:  

Marketing  

Energy Performance Certificate £1,400 

Structure Checks £30,000 

Consultants Fees (capped) £80,000 

Marketing Media £6,700 

 £118,100 

  

27 BNP Paribas has been engaged as our consultants, using the authority 

previously given, to review and appraise the alternatives uses for the 

building as the initial part of overall process to deal with the future use of 

the building. Further approval is needed to retain the consultant, to advise 

and co-ordinate and handle the marketing and subject to the City's 

subsequent approval on the way forward, to generally assist in securing 

an appropriate disposal of the building on suitable commercial terms. 

28 BNP Paribas consultant’s fees are offered on the basis of its pre-tendered 

and current rates agreed with the Office of Government Commerce, 

subject to the capped sum. 

Interim Use 

29 In the meanwhile, the immediate future of the building also needs to be 

considered, involving works to maintain building security, and possible 

temporary interim use but which should not frustrate or delay 

implementation of the eventual long term use. 

30 The City should consider whether the premises are to be kept vacant 

pending implementation of a long term use or whether it would be 

expedient to obtain a temporary interim use. 



a) Vacant – If the building remains vacant, it would need to be 

decommissioned to meet insurance and good practice requirements, 

cleared of furnishings to achieve non-domestic rates relief, and 

secured to avoid risk from unauthorised access. The necessary 

works would involve the City with costs (Appendix 3). Council tax 

in respect of the residential elements would be payable at half of 

the full amount after those parts have been empty for 6 months, and 

would amount to an annual cost of £1,508 based upon current 

charging levels. 

b) An additional cost that would arise if the building remains vacant 

for any period exceeding 6 months and a subsequent change of use 

is permitted, would be the Community Infrastructure Levy, to be 

paid upon implementation of the alternative use, although that 

would impact upon the developer but undoubtedly be reflected in 

any offer. 

c) The estimated costs for holding the building vacant are summarised 

beneath, and set out in detail in Appendix 3. 

Security  

Building Security Works £48,700 

Manned Security (6 months) £42,000 

Clearance £15,000 

Decommissioning £30,000 

 £135,700 

  

d) Temporary Use – Interest has been expressed by the University of 

London for temporary use of the building for decanting students 

from its central London halls of residence while it is undertaking 

works involving refurbishment and expansion of its 

accommodation. 

e) A temporary use with occupation starting immediately vacant 

possession is received from the YMCA could reduce the City's 

costs for securing empty premises.  

f) A temporary academic use would have occupation dates linked to 

the academic calendar, but depending upon the eventual future use, 

could impact upon its implementation. Any temporary letting 

should be excluded from the security of tenure provisions of the 

Landlord & Tenant Act. 



g) If a temporary letting could not be effected concurrently with 

YMCA vacating, the City would be advised to effect appropriate 

security measures. 

h) The building services are in poor condition, which a temporary 

occupant would need to address. The level of expenditure to 

achieve a temporary use may be unfeasible. 

i) Depending on an actual temporary use, it could trigger an increased 

council tax liability, but payment would be made a responsibility 

for any temporary user. 

Timescale 

31 An outline timescale to make progress has been considered; 
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• Gather technical advice / structure / intrusive surveys               

• Marketing / analyse bids               

• Seek Committee approval               

• Documentation period               

Hostel Route 
              

• design / listed bldg. consent               

• undertake works (9 months min – probably longer)               

Residential route 
              

• design / EH consult / change of use / viability test               

• 3 month review period               

• undertake works (12 months min – probably longer)               

               

32 The indicated timing is challenging, and any minor delays would have a 

knock-on effect. It assumes that the statutory approvals do not take longer 

than may be normally expected, but the provisions relative to housing 

requirements are unusual and thus could be expected to delay the overall 

timescale.  

Legal Implication. 

33 The legal issues are incorporated into the report. 

Financial and Risk Implications 

34 The financial issues are incorporated into the report. 

Proposals 



35 The various legal and planning requirements relating to a future use of the 

building will make the selection of an alternative use a complex process. 

Therefore it is proposed that the building is offered to the market for 

disposal subject to proper and reasonable conditions which the City 

should require to address the necessary requirements and to assure that 

the building is returned to good order and is a viable and self-supporting 

asset. 

Corporate and Strategic Implication 

36 The proposals as outlined in the report would not be contrary to either:- 

a) The City Together Strategy – Supporting Our Communities, to 

promote appropriate provision of housing and community 

facilities. 

b) The Core Strategy CS21 – To protect existing housing and 

amenity and provide additional housing. 

c) Economic Development –developing facilities on the City fringes 

to support an adequate workforce. 

Conclusion 

37 Although there are various possible alternative uses which the building 

could well accommodate, the statutory considerations will affect the 

City's ability to deal with it, and offering it to the market with suitable 

conditions is believed to be the best way to progress, to identify what 

demands exists and what long term use is likely to be revealed. 

Appendices  

Appendix 1 – Overview of Planning Position 

Appendix 2 – Potential Residential Use 

Appendix 3 – Holding Cost Analysis 
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