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Notice of Meeting 

Strategic Investment Board

Date & time Place Contact Chief Executive 
Wednesday, 18 
December 2019 at 
1.30 pm

County Hall, Kingston 
upon Thames, Surrey 
KT1 2DN

Angela Guest, Democratic 
Services Officer
Room 122, County Hall
Tel 020 8541 9075

angela.guest@surreycc.gov.uk

Joanna Killian

If you would like a copy of this agenda or the attached papers in 
another format, eg large print or braille, or another language please 
either call 020 8541 9122, write to Democratic Services, Room 122, 
County Hall, Penrhyn Road, Kingston upon Thames, Surrey KT1 
2DN, Minicom 020 8541 8914, fax 020 8541 9009, or email 
angela.guest@surreycc.gov.uk.

This meeting will be held in public.  If you would like to attend and you 
have any special requirements, please contact Angela Guest, 
Democratic Services Officer on 020 8541 9075.

Elected Members
Mr Mel Few (Cabinet Member for Finance), Dr Zully Grant-Duff (Cabinet Member for Corporate 

Support), Mr Colin Kemp (Deputy Leader) and Mr Tim Oliver (Leader of the Council)
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AGENDA

1 APOLOGIES FOR ABSENCE

2 MINUTES OF THE PREVIOUS MEETING - 30 OCTOBER 2019

To approve the minutes of the meeting held on 30 October 2019.

(Pages 5 
- 8)

3 DECLARATIONS OF INTEREST

All Members present are required to declare, at this point in the meeting or 
as soon as possible thereafter 

(i) Any disclosable pecuniary interests and / or 
(ii) Other interests arising under the Code of Conduct in respect of any 

item(s) of business being considered at this meeting
NOTES:

 Members are reminded that they must not participate in any item 
where they have a disclosable pecuniary interest

 As well as an interest of the Member, this includes any interest, of 
which the Member is aware, that relates to the Member’s spouse or 
civil partner (or any person with whom the Member is living as a 
spouse or civil partner)

 Members with a significant personal interest may participate in the 
discussion and vote on that matter unless that interest could be 
reasonably regarded as prejudicial.

4 PROPERTY INVESTMENT STRATEGY REFRESH

This paper makes recommendations about how a refreshed strategy for 
investing in property will allow the Council to deploy its scarce property 
capability to maximise its total property revenue (and capital) 
opportunities, whilst at the same time actively investing more in Surrey for 
the benefit of residents.  

(Pages 9 
- 46)

5 COMPANY CLOSURE - SURREY FIRST

Surrey First (the Company) was a company limited by guarantee created 
by Surrey County Council (the Council) and Surrey Training and 
Enterprise Council in April 1993 with representatives of locally-based 
businesses. The Company’s purpose was to attract inward investment into 
the county of Surrey. The company ceased activity in May 2001. It has 
been held as a dormant company since that time.

(Pages 
47 - 50)

6 EXCLUSION OF THE PUBLIC

That under Section 100(A) of the Local Government Act 1972, the public 
be excluded from the meeting during consideration of the following items 
of business on the grounds that they involve the likely disclosure of 
exempt information under the relevant paragraphs of Part 1 of Schedule 
12A of the Act.

7 PUBLICITY FOR PART 2 ITEMS

To consider whether the item considered under Part 2 of the agenda 
should be made available to the Press and public.
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Joanna Killian
Chief Executive

Published: Tuesday, 10 December 2019

MOBILE TECHNOLOGY AND FILMING – ACCEPTABLE USE

Those attending for the purpose of reporting on the meeting may use social media or mobile 
devices in silent mode to send electronic messages about the progress of the public parts of 
the meeting.  To support this, County Hall has wifi available for visitors – please ask at 
reception for details.

Anyone is permitted to film, record or take photographs at council meetings with the 
Chairman’s consent.  Please liaise with the council officer listed in the agenda prior to the start 
of the meeting so that the Chairman can grant permission and those attending the meeting can 
be made aware of any filming taking place.  

Use of mobile devices, including for the purpose of recording or filming a meeting, is subject to 
no interruptions, distractions or interference being caused to the PA or Induction Loop systems, 
or any general disturbance to proceedings. The Chairman may ask for mobile devices to be 
switched off in these circumstances.

It is requested that if you are not using your mobile device for any of the activities outlined 
above, it be switched off or placed in silent mode during the meeting to prevent interruptions 
and interference with PA and Induction Loop systems.

Thank you for your co-operation

FIELD_TITLE
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MINUTES of the meeting of the STRATEGIC INVESTMENT BOARD held at 
10.00 am on 30 October 2019 at County Hall, Kingston upon Thames, Surrey 
KT1 2DN.

These minutes are subject to confirmation by the Committee at its meeting on 
Thursday, 28 November 2019.

Elected Members:

 Mr Mel Few
* Dr Zully Grant-Duff
* Mr Colin Kemp
* Mr Tim Oliver

*Present

In attendance

Sonia Sharma
Paul Evans
Anna D’Alessandro
Peter Hopkins
Leigh Whitehouse

Strategic Finance Manager
Director of Law & Governance
Director Corporate Finance
Lead Asset Strategy Manager
Executive Director for Resources

13 APOLOGIES FOR ABSENCE  [Item 1]

An apology was received from Mr Mel Few.

14 MINUTES OF THE PREVIOUS MEETING - 25 JUNE 2019  [Item 2]

The Minutes of the meeting held on 25 June 2019 were approved as a correct 
record.

15 DECLARATIONS OF INTEREST  [Item 3]

There were none.

16 SOUTH RIDGE DEVELOPMENT (SRD) LLP - DEVELOPMENT FUNDING  
[Item 4]

The Board considered a report that set out funding arrangements for initial 
developments and in conjunction with the Part 2 report, demonstrated why 
Council part financing of the first phase of developments would deliver best 
value to residents.  Due to the commercial sensitivity of the funding 
arrangements, the financial and commercial details were covered in the Part 2 
report.

Officers responded to Members detailed questions around risk, modelling, 
indicative rates and benefits to the council

RESOLVED:

1. That the Council should in principle seek to provide development 
funding to South Ridge Development Limited Liability Partnership 
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(LLP) at up to 50% of the total requirement, subject to approved Site 
Development Plans (SDPs) was agreed.

2. That actions are put in place to draw up a development funding 
agreement, including seeking external legal advice at an estimated 
cost of up to £10,000 was agreed.

Reason for decision:

The funding will enable the Limited Liability Partnership (LLP) to carry out 
development activity in line with the objectives agreed with the Council which 
include:

• To accelerate growth in terms of housing completion and jobs on 
Council owned assets

• To ensure that the LLP works to the benefit of all Surrey residents in 
terms of outcomes;

• To create profitable and transparent relationships with commercial 
enterprises which deliver financial and regeneration benefits;

• To capture financial benefits and the opportunities available to a 
dedicated delivery vehicle that can benefit from agile operating 
arrangements

• To maximise development and minimise risk to the Council by 
providing dedicated delivery arrangements and property and 
commercial expertise, bring scale and pace to the programme.

Mr Tim Oliver left the meeting during discussion at 10.08am, for four minutes.

17 DISPOSAL OF AN ASSET IN THE MOLE VALLEY AREA  [Item 5]

The Board considered a report that described how terms had been agreed for 
the sale by Surrey County Council (SCC) of an asset in the Mole Valley 
District.  Exempt details were contained in a Part 2 report.

In response to Member questions officers confirmed that:
 engagement with Homes England had been tried
 overage provision was contained in the Part 2 report
 the council would retain ownership of Park Lodge
 the council would retain access rights to the building

The Leader asked to be notified when this sale was to be made public.

RESOLVED:
The sale of an Asset in Mole Valley was approved.
Reason for Decision:

After a number of rounds of negotiation, as set out in the Part 2 report. This 
was considered to be the absolute maximum that a purchaser would be 
prepared to pay for the site. 
The price was comfortably in excess of the optimal mixed use development 
scenario, which was appraised by Knight Frank LLP.
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The price was comfortably in excess of the current asset assessed by 
Montagu Evans March 2019.

18 EXCLUSION OF THE PUBLIC  [Item 6]

RESOLVED: That under Section 100(A) of the Local Government Act 
1972, the public be excluded from the meeting during conversation of the 
following items of business on the grounds that they involve the likely 
disclosure of exempt information under paragraph 1 of Part 1 of Schedule 
12A of the Act.

19 SOUTH RIDGE DEVELOPMENT (SRD) LLP - DEVELOPMENT FUNDING  
[Item 7]

The Board considered a Part 2 report that contained information which was 
exempt from Access to Information requirements by virtue of paragraph 3 – 
Information relating to the financial or business affairs of any particular person 
(including commercially sensitive information to the bidding companies).

RESOLVED:

See Minute 16/19.

Reason for decision:

See [Exempt Minute E-14-19].

20 DISPOSAL OF AN ASSET IN THE MOLE VALLEY AREA  [Item 8]

The Board considered a Part 2 report that contained information which was 
exempt from Access to Information requirements by virtue of paragraph 3 – 
Information relating to the financial or business affairs of any particular person 
(including commercially sensitive information to the bidding companies).

RESOLVED:

See [Exempt Minute E-15-19].

Reason for Decision:

See [Exempt Minute E-15-19].

21 PUBLICITY FOR PART 2 ITEMS  [Item 9]

RESOLVED:

It was agreed that non-exempt information may be made available to the 
press and public, where appropriate.

Meeting ended at: 10.38 am
______________________________________________________________
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Chairman
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SURREY COUNTY COUNCIL 

STRATEGIC INVESTMENT BOARD

DATE: 18 DECEMBER 2019 

REPORT OF: MR MEL FEW, CABINET MEMBER FOR FINANCE
LEAD OFFICER: LEIGH WHITEHOUSE, EXECUTIVE DIRECTOR OF RESOURCES

PATRICIA BARRY, DIRECTOR OF LAND AND PROPERTY 

SUBJECT: PROPERTY INVESTMENT STRATEGY REFRESH 

 
SUMMARY OF ISSUE:
Having established a portfolio of investment properties since 2015, there is a continuing 
need to find new / increased sources of revenue to fund essential services for the people of 
Surrey. 

Meanwhile, as a result of high investor demand, yields on the type of high quality, well 
located property assets attractive to the Council have fallen, and its funding environment has 
tightened. This is leaving investors - including the Council - with an unenviable choice 
between large capital investments for low returns, or accepting higher risk assets if 
meaningful increases in revenue are to be achieved. 

However, the Asset and Place strategy has identified significant new opportunities within the 
Councils’ (non-investment) property estate - but with a limited pool of property expertise 
within the Council, pursuing them at the same time as continuing to grow its investment 
portfolio is unlikely to be successful. 

This paper makes recommendations about how a refreshed strategy for investing in property 
will allow the Council to deploy its scarce property capability to maximise its total property 
revenue (and capital) opportunities, whilst at the same time actively investing more in Surrey 
for the benefit of residents.  

Scope: The scope of the work covered by this report was to develop a strategy for the future 
handling of the Council’s property investment portfolios. Whilst there are passing comments 
on areas such as the size and structure of the Council’s property team, governance, and 
operational processes these were all out of scope for detailed analysis / comment. 

RECOMMENDATIONS:

It is recommended that the Board adopt a revised strategy for investment in property assets 
as follows:

1. The Council should retain but, for the time being, make no further investments in its 
portfolio outside Surrey - unless it is to protect or enhance the value of an existing 
investment. e.g. where a tenant fails, invest for conversion of the property to an 
alternative use. 
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2. In general, there should be greater focus placed on capital/revenue/tax planning at 
the evaluation stage of any future property investments.  

3. The resources in the Council’s property team and its financial resources should be 
reprioritised to focus on:
- Identifying non-operational properties and surplus operational properties in 

Surrey which offer value opportunities (revenue, capital or both) through 
development or disposal (in line with the Asset and Place Strategy). 

- Unlocking the identified value opportunities in Surrey, by investing appropriately.
- Managing robustly (via professional advisors) the performance of the existing 

institutional grade UK-wide investment portfolio of the Halsey Garton Properties 
Ltd group of companies (HGP). 

- Delivering the ambitions / plans for the small number of investment properties 
held directly by SCC for strategic purposes. 

4. Until the review of the treatment of asset revaluations by HGP is concluded, legal 
entities outside HGP should be used for processing surplus assets arising from the 
Asset and Place strategy. 

5. Bespoke Key Performance Indicators (KPIs) should be adopted for each of an 
emerging group of distinct sub – portfolios of property investments (e.g. SCC, versus 
HGP) to reflect the different underlying asset types and financial expectations of 
each. 

REASON FOR RECOMMENDATIONS:

The revised investment strategy:

 Protects an important revenue stream of £5m per annum needed to support the 
provision of much needed services in the county of Surrey.

 Focuses the Council’s people and financial resources on the highest value opportunity 
available whilst also recognising the primacy of the needs of the people of Surrey for 
housing and economic / town centre regeneration. 

 Recognises a progressively less benign outlook for financing of non-Surrey based 
property (gearing constraints, treatment of asset revaluations)

 Recognises changes in the wider UK property market over the last 2-3 years which have 
driven down yields for high quality assets to a point where the balance between risk and 
reward is currently no longer attractive.  

 Gives scope to develop and retain the best assets released under the Asset and Place 
strategy to provide additional income streams for the future, whilst further diversifying the 
overall mix of investments held. 

DETAILS:

Original Strategy 

1. Developed in 2014, the core aims for the Strategy were to: 

 Build a balanced portfolio of UK-wide property investments (sector/geography) to 
generate a long term stable revenue stream to fund essential services in the County.

 Make investments within Surrey which had the potential to support economic growth, 
town centre regeneration, or the provision of new housing.

2. Wider UK investment assets were to be of good quality, in growth locations – with an 
emphasis from Day 1 on revenue generation rather than capital/development gains. 
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3. Assets were to be acquired by HGP (Annex 1, Appendix A) being wholly owned and 
ultimately funded by SCC on the basis of approximately 70% debt: 30% equity, and the 
plan was for a sectoral split as follows:

 % value (+/- 5%)

Retail 52.5
Industrial 22.5
Office 12.5
Other 12.5 

4. Over time, the portfolio has evolved to be much more aligned with the IPD Index* profile 
(see Annex 1, Appendix B), although within the headline mix there are some “lumpy” 
exposures notably the Malvern Retail Park, and the Symphony factory, Barnsley.

5. All investments were required to show a return in excess of the cost capital, and together 
formed two distinct sub – portfolios:

 “Strategic” Investment properties acquired/developed by the Council for future 
service needs or economic development (owned by SCC). 

 Assets acquired across the UK purely for investment purposes (owned by HGP). 

1.
2.

[March 2019]

6. In assessing the overall performance of the investment portfolio, it is important to note 
that it is comprised of the net income from property assets (whether owned by SCC or 
HGP) PLUS the margin charged on loans from SCC to HGP (see Annex 1, Appendix C)  

*Investment Property Databank Index = A benchmark index used by UK institutional and 
commercial investors covering £250bn of UK property assets. 

Current position 

7. Since June 2018, the updated investment priorities have been to: 
 Generate immediate revenue 
 Diversify further the income profile 
 Continue to focus on high quality assets, i.e. those with good (i.e. long) lease lengths 

– and ideally fixed/indexed rental uplifts 
 Focus additionally on the quality of the underlying asset – for when the lease 

eventually expires 

SCC 

£135m

Total 
Group
£437m

HGP 

£302m
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8. The majority of assets are performing well – and in line with purchase expectations: 
notable exceptions are the Malvern Retail Park, and the Debenhams store in 
Winchester, both of which reflect the current state of the property market and the 
economy in general. 

9. There is good spread of covenants – with the majority being high quality (Annex 1, 
Appendix D) and excluding units held specifically for redevelopment, void rates are low 
at 2% compared with an IPD index benchmark of  7.3% (See Annex 1, Appendix E) 

10. There is evidence of active management of investments subject to approaching lease 
breaks/expiries – and whilst there are ‘spikes’  in 2027 and 2038 (Annex 1, Appendix F) 
which present revenue risks, there is not a strong case for substantial new investment 
simply to smooth the profile. 

11. As noted above, the mix of assets by sector is now much closer to that of institutional 
funds following recent substantial investments. That said, the portfolio is slightly 
overweight in the office and retail sectors – and the Councils retail holdings are 
dominated by the Malvern Retail Park. In due course (and when market conditions are 
more favourable) consideration could be given to disposing of part of the site to 
Worcestershire County Council as a potential natural purchaser/JV partner. The 
Symphony site in Barnsley presents a similar (albeit smaller) issue in the industrial sector 
holdings. NB: Both of these assets were acquired at a time when further, near term 
expansion of the investment portfolio was envisaged, and the observations made 
regarding their relative size is not a criticism of the investment decisions made at the 
time. 

12. The process supporting investment decisions appears to be sound – although it may be 
worth revisiting the assessment of sector and tenant risks, and in particular the reliance 
on Dun and Bradstreet credit ratings before making further investments: this was also 
suggested in the draft report prepared by Montagu Evans earlier this year.  

13. In terms of value, a number of properties are being carried at a book value which is lower 
than the acquisition ‘cost’. In some cases, this reflects a genuine downward adjustment 
in the value of the investment – but more frequently reflects the current policy of 
capitalising all costs associated with a purchase (e.g. stamp duty) at the time of 
acquisition – only for the asset to be revalued downwards at the year end to a level 
closer to the sum paid to the vendor. 

14. To summarise: Overall the HGP portfolio is performing well, and generally in line with 
expectations. For the time being there is not a strong case for large scale disposals – 
especially as the combination of dealing costs and current market conditions (Annex 1, 
Appendix G) would see some assets crystallise a loss. Equally, the same market 
conditions discourage further investment – at least in the near term. Meanwhile, assets 
within the SCC portfolio are generally held for strategic purposes – which are gradually 
being progressed: on this basis, no changes to it are proposed. 
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Potential for increased returns – HGP Sub Portfolio 

15. In basic terms, there are four levers available to the Council to driver higher returns from 
its HGP investment portfolio: 
 Higher income 
 Lower costs 
 More debt (and therefore more tax-deductible expense) 
 Improved tax management 

16. Setting aside four small properties held specifically for redevelopment (usually residential 
development of upper floors of commercial buildings and having a rental value of c1% of 
the total) the vacancy rate within the portfolio is commendably low at 2%. And this level 
of occupancy is ‘real’ i.e. it has not been delivered through the extensive use of tenant 
incentives e.g. rent free periods. Apart from some future index linked rent increases, the 
scope for imminent income growth is close to zero. 

17. In terms of unexploited development opportunities – which would in time deliver rental 
growth – the absolute focus on immediate revenue when building the portfolio means 
that almost all assets are already fully developed, and fully occupied. A couple of 
opportunities exists – but they are low value and for the medium term, so again the 
scope for revenue growth from this source is negligible. 

18. Annex 1, Appendix Ha shows a summarised profit and loss account evidencing very low 
HGP costs – even after the full recharge of SCC admin costs. Scope for reduction is 
minimal. 

19. The Council has funded assets purchases by HGP on the basis of approximately 30% 
equity: 70% debt. This is already stretching the outer limits of what would normally be 
regarded as acceptable and in fact, the Finance team makes a central adjustment to 
reflect a more usual 40% - 60% split for calculating tax deductible interest. In short, there 
is no scope for increased returns from a revised approach to funding structures. 

20. To date, HGP has been in a growth phase so tax planning, beyond corporation tax, has 
not been a feature of its performance. But as surplus properties from the Asset and 
Place strategy start to flow, this is likely to become a more important issue for HGP 
management, and it is recommended that it is given higher priority when evaluating new 
projects. The same applies to the need for strengthened links between initial project 
proposals and revenue/ capital planning 2-3 years forward. Note: SCC and HGP benefit 
from group relief status for stamp duty purposes.  

21. To summarise: there is little prospect of substantial, near term revenue growth from the 
existing HGP sub-portfolio. 

22. At this point is it worth noting that returns from the HGP Portfolio were always going to 
be low. Annex 1 appendix I is taken from a 2014 paper explaining how the finances of 
the HGP/SCC would operate. From this it can be seen that because HGP assets were 
ultimately funded entirely from debt raised by SCC, the expected investment ‘profit’ was 
simply the difference between the rental yield and the SCC cost of capital – minus a few 
expenses and some tax. In normal market conditions, that is always going to be a small 
figure. 

Page 13



23. In contrast, institutional/commercial portfolios will usually carry a blend of development 
and investment assets – but more importantly a large element of genuine equity, the cost 
of which is met by dividends. The combination of these factors will usually generate 
higher ‘headline’ yields, but they are not meaningful benchmarks for HGP. 

24. A summary of the invest more/divest options considered for the HGP portfolio and 
rejected is given in Annex 2. 

Potential for increased returns – SCC Sub Portfolio 

25. There are currently 10 investments in this group, and almost all are held for specific 
strategic or operational purposes: to that extent, they are owned for reasons beyond 
pure investment returns even thought a number generate revenue for the Council. Each 
asset is unique and has a specific plan which is being progressed. 

26. In time, further development of the Nexus site in Crawley should generate additional 
revenue – but this will be more than offset by the loss of income related to planned 
disposals. In common with HGP, the costs of operating this portfolio are low, and offer 
limited scope for reduction: See Annex 1, Appendix J. 

27. Future financial returns from this portfolio are likely to be only marginally positive – but 
this reflects the strategic / transitional status of many of the assets.  

Assets and Place Strategy – capturing the potential, and is there a role for HGP? 

28. Given the (very) limited opportunities available in the existing investment portfolio, it is 
recommended that a refreshed property investment strategy be adopted, which would 
see the SCC property team focus on: 
 Delivering the plan for each of the 10 properties in the SCC ‘strategic’ investment 

portfolio [No change] 
 Driving continuing high levels of performance in the HGP investment portfolio – but 

pausing further investment unless it is to protect/enhance the value of an existing 
asset [Revised] 

 Processing the surplus assets released under the Asset and Place strategy to 
generate capital receipts, and operating cost reductions. [New]. 

29. As surplus assets are released under Asset and Place strategy, consideration should be 
given to moving them to a new ring fenced portfolio – possibly in a separate legal entity, 
and Halsey Garton Development Limited (Part of the HGP group) may be a suitable 
vehicle. 

30. Ring-fencing the assets will work to focus the attention of management on: 
 disposing of appropriate assets as they stand in a timely way 
 undertaking some form of development to enhance value - prior to disposal 
 undertaking some form of development to create an asset with an ongoing revenue 

stream which is to be retained for the future benefit of the Council and local 
residents. 

31. After completion, residential assets for retention could be held in Halsey Garton 
Residential Limited, but it is suggested that the redeveloped office/retail/leisure assets 
for retention be held separately from the existing HGP Investment Limited (HGPI) 
portfolio. The underlying assets of the newly developed portfolio and the existing ones of 
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HGPI will be radically different – in terms of both quality and financial performance: 
keeping them separate will make these differences visible – and focus manage attention 
accordingly. 

32. An illustration of how surplus assets might in due course move through the HGP ‘system’ 
is given in Annex 1, Appendix K.  

33. NB: The ultimate decision to use which – if any – of the existing legal entities within the 
HGP group, or whether to opt for Limited Liability Partnerships/new companies outside 
the HGP group will depend on tax/funding considerations and legal constraints. That 
said, the accounting policy for the treatment of asset revaluations by the HGP group is 
currently under review and, until that work is completed, it is recommended that legal 
entities outside the HGP group be used for processing surplus assets arising from the 
Asset and Place strategy. 

Performance metrics: 

34. By adopting the recommended refreshed property investment strategy, the two existing 
sub – portfolios will grow to five: 

Existing: 
 SCC Strategic Investment     
 HGP 

New: 
 ‘Development’: a transitional holding pen for surplus properties arising from the 

Asset and Place strategy which are being processed for development and/or 
disposal. 

 ‘Surrey Commercial Investments’: completed retail, office, or leisure properties 
which flow out of the ‘Development’ portfolio when complete to be retained for 
future revenues.

 ‘Surrey Residential Investments’: completed residential units which flow out of the 
‘Developments’ portfolio to be retained for future revenues. 

35. These portfolios will have different characteristics – both financial and non-financial, and 
a recommended minimum set of KPI’s for each is shown in Annex 3. By using bespoke 
KPI’s, underlying performance of the various grouping will be transparent.

RISK MANAGEMENT AND IMPLICATIONS:

36. There are four primary risks associated with the refreshed strategy: 

a. As assets flowing from the Asset and Place strategy are developed and retained, 
SCC/HGP will have and even higher investment exposure to holdings of Surrey 
based assets than is normal for institutional / general commercial investors – with 
the associated economic risk. This is off-set by the wider employment and 
regeneration opportunities, which are available from the strategy. 

b. Whilst there has been some diversification in the portfolio over the recent years, 
at its current size it holds 2-3 disproportionately large assets. In due course, and 
as market conditions permit, consideration could be given to partial sales of the 
relevant assets. 
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c. Even with a narrower, sharper, focus the Council is likely to need extra resources 
to execute the refreshed strategy. A separate piece of work supported by external 
advisors is exploring ways to reshape/grow the team such that it is able to meet 
the challenge.

d. The Council has access to external contractors of sufficient scale to be able to 
handle the volume of capital and relocation work likely to be needed over the next 
2-3 years. However, without forward notice of the impending uplift in SCC related 
work, they may be unable to deliver what is required in a timely way. Open 
communication, plus good forward planning and work pipeline management will 
mitigate this risk. 

FINANCIAL AND VALUE FOR MONEY IMPLICATIONS 

37.Of the options evaluated, the proposed strategy option represents the highest value for 
money and will be a key enabler in releasing the benefits of the Asset and Place 
strategy. There is a place marker in the 2020 Capital Plan to support the work: this figure 
will be refined as feasibility studies for specific projects progress. 

SECTION 151 OFFICER COMMENTARY 

38.The Council’s medium term financial outlook is uncertain as it is heavily dependent on 
decisions made by Central Government. With no clarity on these beyond 2020/21, our 
working assumption is that financial resources will continue to be constrained, as they 
have been for the majority of the past decade. This places an onus on the Council to 
continue to consider issues of financial sustainability as a priority in order to ensure 
stable provision of services in the medium term. 

39.As such, the Section 151 Officer supports the Property Investment Strategy Refresh and 
the quantifiable implications have been built in the 2020-21 Budget Planning 
Assumptions.

LEGAL IMPLICATIONS – MONITORING OFFICER

40.The Council has a wide range of powers and legal requirements concerning property 
investment and development. These include the Local Authorities (Land) Act 1963, the 
Local Government Act 2003 and the Localism Act 2011. Broadly, these can be split 
between three categories: 

a) Where the Council already owns property;
b) Where the Council acquires property for strategic need or regeneration (“a 

council function”); and
c) Where the Council acquires property purely for the potential generation of income 

(“a commercial purpose”). 

41. In situations a) and b), the Council is not limited in the models it can utilise, including 
direct ownership, development in-house or through an LLP. For situation c), the Council 
is required to utilise a company structure such as HGP. 

42.Legal Services will continue to provide advice on the Council’s powers and potential 
vehicles for any future investment activities. 
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EQUALITIES AND DIVERSITY

43. There are no direct equalities and diversity implication in adopting the recommendations 
made in this report. 

WHAT HAPPENS NEXT:

If the recommendations are agreed, then the next steps will be to: 

 Share the refreshed strategy with the in-house team, and then with CBRE as the 
Council’s currently appointed investment advisors. [immediate]

 Build the team numbers and strength in line with recommendations to follow from a 
separate piece of work. [immediate]

 Overhaul the process and content required for future business cases – including 
clear rigorous forward planning for tax and the required balance between capital and 
revenue receipts. [by 31 January 2020]

 As plans for delivering the Asset and Place strategy became clearer, the existing 
network of contractors should be briefed regarding the emerging pipeline of work. [by 
31 March 2020] 

 Undertake a short procurement exercise to appoint an advisor/manager to support 
the emerging ‘Surrey Commercial’ and ‘Surrey Residential’ portfolios:  this role is 
likely be better suited to a local, rather than National agent. [by 31 March 2020] 

---------------------------------------------------------------------------------------------------------------------------

Contact Officer:

Contact officer: Graham Brammer- Strategy Adviser – 07515158506

Consulted:

A number of SCC officers, have been consulted in the preparation of this paper, together 
with the portfolio holder and his deputy. CBRE was also consulted as the County’s currently 
appointed property investment advisor. 

Annexes:

Annex 1: Supporting data 

Annex 2: HGP Portfolio: Options considered, and rejected

Annex 3: Recommended (minimum) key performance indicators 

Sources/background papers: 

Legal opinion: Ranjit Bhose, QC 31 May 2013

Property Company: Background, SCC      April 2014 

Cabinet Paper: Establishment of a property company 27 May 2014

Cabinet Paper: Award of a contract for Property 18 July 2017
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Investment Advisory Services – Part 2 report              

Strategic Investment Report: Half Yearly Update, CBRE January 2019

Investment Strategy Review: Montagu Evans (draft)            31 March 2019

Cabinet Report: Surrey Asset and Place Strategy 30 April 2019

Cabinet Paper: Governance Review of the Council’s Assets,    7 May 2019
Shareholder and Investment boards 

Cabinet Paper: Investment Board Annual Report 2018-19 25 June 2019

Companies and Investment Governance Review: David Cogdell  2 August 2019

Surrey County Council: Property Investment Strategy (draft), CBRE October 2019

------------------------------------------------------------------------------------------------------------------------
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Halsey Garton Property Ltd: Group Structure 

Halsey Garton Property Ltd 

Halsey Garton Property 
Investments Ltd 

Halsey Garton Residential 
Ltd (currently dormant)

Halsey Garton
Development Ltd (currently 

dormant) 

PURPOSE  

Investment and 
management of non-

residential assets 

Investment and 
management of 

residential assets 

Property 
Development 

= Asset holding company 

ANNEX 1, APPENDIX A

Holding Company 
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ANNEX 1, APPENDIX B

52.50%

22.50%

12.50%

12.50%

Retail Industrial Leisure / Other Office

Sector: % Value
Original Strategy 

[PERCENTAGE]

 
[PERCENTAGE]

 
[PERCENTAGE]

 
[PERCENTAGE]

 
[PERCENTAGE]

[PERCENTAGE]

SE SW NE NW EM WM

% Value by Region: SCC/HGP

(Source: Montagu Evans)(Source: Montagu Evans) 

37%

32%

23%

8%

Office Retail Industrial Leisure

Sector: % Value - SCC/HGP
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SCC: TOTAL RETURNS FROM PROPERTY INVESTMENT 

£000’s 2019* 2020
PLAN

Interest Income: HGP 12183 14278
Dividend: HGP 1600 600
Funding Cost (8275) (9651)

5508 5227

SCC: Solus P&L (see Annex1, Appendix I) (813) 1561
4695 6788

ANNEX 1, APPENDIX C

(Sources: Nicholas Fowles, Sonia Sharma)

* Management accounts 
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ANNEX 1, APPENDIX D

TOP 15 TENANTS BY RENTAL INCOME: NOVEMBER 2019*

TENANT % RENTAL EXPERIAN SCORE EXPERIAN RATING

1. L3 Training Solutions Ltd**      11.2 - -

2. The Symphony Group Plc       9.8 100 Very Low Risk

3. Everything Everywhere Ltd       5.7 100 Very Low Risk

4. Waitrose Ltd       4.5 100 Very Low Risk

5. Travelodge Ltd       4.4 100 Very Low Risk

6. BSI       4.1 100 Very Low Risk

7. Marks & Spencer PLC       3.6 100 Very Low Risk

8. Avon Rubber PLC       3.5 100 Very Low Risk

9. Vue Entertainment Ltd       3.1 100 Very Low Risk

10. Saint Gobain Building Dist Ltd     3.1 100 Very Low Risk

11. SE Coast Ambulance Service***3.0 - -

12. DPD Group UK Ltd       2.6 84 Low Risk 

13. Matalan Retail Ltd       2.4 100 Very Low Risk

14. G4S Cash Solutions Ltd       2.3 100 Very Low Risk

15. CDS (Superstores Int) Ltd       2.2 98 Very Low Risk

*Adjusted for known imminent major disposals/lettings  
** Unable to obtain company records due to US based incorporation 
*** Company forms part of the NHS, therefore unable to obtain records for this tenant
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Property Area: Sq ft ERV £000’s

Loughborough Willow Brook 6234 75

Crawley Nexus 8939 235

Stratford 2379 47

Egham* 8294 135

Staines* 3496 68

• This schedule assumes that the advanced letting negotiations regarding Nexus 2, and Hawkley Drive, Bristol complete successfully. 

*Upper floors being held vacant for potential JV residential development.  

ANNEX 1, APPENDIX E
VACANT SPACE: OCTOBER 2019

(Sources: Nick Fowles) 
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Annex 1, Appendix F

SCC/HGP: Lease Expiry Profile November 2019

(Source: CBRE)
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HGP Ltd: P&L 

NOTES

(1) Rental growth mainly reflects 
full year income from assets 
acquired in late 2018: Travelodge, 
Hatfield, Symphony, Barnsley; BSI, 
Milton Keynes. 

£000’s 2019* 2020
PLAN

Rent 15299 17280
Interest Income 16 0

15315 17280
Rent Provision 0 (346)
Void rates/utilities (88) (88)
Legal/Prof (242) (216) 
SCC Recharges (363) (301)
Other (47) (370)

14573 15959

Interest to SCC (12183) (14278)
Profit/(loss) 2390 1681

*Management accounts

ANNEX 1, APPENDIX Ha
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HGP Ltd: Capital Structure 

£000’s 2016 2017 2018

Share Capital 2543 44082 69426

Revaluation Reserve (275) (8230) (9152)

P&L Reserve 53 804 1762* 

HGP Ltd: Movement in Revaluation Reserve 

2017 2018

Asset Gains/(losses) 900 3500

Fees written off (8771) (4400)

* Does not reflect reduction due to later divided payment of £1.6M to SCC

ANNEX 1, APPENDIX Hb

(Sources: Audited accounts) 
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Annex 1, Appendix I

Property Investment Returns: Original Expectations 

Example

HGP buys £20m asset 1.4% overall return 
Financing provided by SCC: Equity 30% / Debt 70%
SCC Cost of Capital: 5%
Rental Return: 7% - fully let 
Debt provided by SCC at 4% margin, i.e. 9% 

HGP P&L: £000’s SCC P&L: £000’s 

Rental Income 1400 Interest Received 1260
Expenses (112) Dividend Received 22 
Interest (£14m x 9%) (1260) Funding Cost (£20m x 5%)     (1000)
Profit Before Tax 28 282
Tax (6) 

22

(Source: SCC. Property Company – Background Pack: 2014) 
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SCC : P&L

Notes: 
(1) Rent is shown net of unrecovered service charge / insurance costs.
(2) Rental growth reflects new lettings at Nexus, Crawley. 

*Management accounts 

(Sources: Nick Fowles, Sonia Sharma)

ANNEX 1, APPENDIX J

2019* 2020 NOTES
PLAN

Rent 4521 7188 (1)    (2)
Interest Income 157 263

4678 7451
Rent provision 0 (147)
Legal/prof (129)   (245)
Void Rates / utilities (398) (209)
Other 0 (25)

4151 6825
Less funding cost (4964) (5263)
Profit / (Loss) (813) 1562

P
age 39



T
his page is intentionally left blank



Halsey Garton
Investments Ltd* 

*Potentially a new company to be used (HG Investments – Surrey Ltd?).

As noted in the report, it may be that new companies/Limited Liability 
Partnerships are used (depending on tax/funding considerations) but the 
illustrative logical flow remains valid. 

ANNEX 1, APPENDIX K
ILLUSTRATION OF HOW HGP MIGHT SUPPORT THE ASSET & PLACE STRATEGY  

Dispose
Surplus Operational 

Assets 
Non-operational

Assets
Dispose

Halsey Garton
Developments 

Ltd 
Dispose

Halsey Garton
Residential Ltd 

Outputs of Asset and Places Strategy 
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ANNEX 2

HGP PORTFOLIO: OPTIONS CONSIDERED, AND REJECTED 

Additional Investment

 To deliver a meaningful uplift in revenue, additional investment would need to be on 
a large scale; say £300m+. Focusing on managing the outputs of the Asset and 
Place Strategy offers a higher value opportunity, and will consume less capital than 
this option.

 With an overall portfolio of, say £750m, the Council would be exposed to high levels 
of financial risk for only small percentage movements in the value of the underlying 
assets: e.g. a 1% reduction in asset values would more than eliminate a full year of 
revenue.

 It is doubtful that there would be an available supply of the required quality of assets 
at a price/yield which would meet the Council’s requirements – even if it chose to 
invest further. 

 Scarce Council property expertise would be diverted from addressing the higher 
value opportunities available in its wider non-investment property estate.

Divest 

 Income of £5m pa would be lost.
 Although almost all of the investments are performing in line with expectations, 

because of the historic treatment of acquisition costs (i.e. to capitalise them) many 
investments are held at a value below their initial total cost. To sell now would 
crystallise losses which could probably be avoided in the medium term. 

 Current market conditions in a number of sectors (and especially retail parks/high 
street retail) do not favour large scale disposals. This is not to say that the market 
may not weaken further before strengthening – but the Council is well placed to hold 
assets until that happens. It is not currently – nor likely to be – in a financial position 
which demands disposals. 
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ANNEX 3: RECOMMENDED (MINIMUM) KEY PERFORMANCE INDICATORS  

 

Sub portfolio  

 HGP: Investment Grade 

Assets; Non-Surrey   

 

 

 

 

 “Development”: holding pen 

for surplus properties from 

Asset and Place Strategy in 

course of redevelopment / 

disposal 

 

 

 “Surrey Commercial 

Investments”: retained 

redeveloped, retail, office, 

leisure units from Asset and 

Place strategy 

 

 

 “Surrey Residential 

Investments”: retained, 

redeveloped homes from 

Asset and Place strategy 

 

 

 SCC Strategic Investments 

 

 

 

*WAULT = Weighted Average 

Unexpired Lease Term   

 

 

 KPI 

 Gross rent  

 Rental yield 

 WAULT*  

 Annualised value of current tenant incentives  

 Vacant space: sq. ft.; rental value; carrying cost 
(non-interest) 

 Loan: Value ratio  
 

 Property inflow: number; sq ft 

 Capital receipts: total value; gains  

 Homes - number under development; rental value  

 Commercial – sq ft under development; rental 
value  

 Awaiting disposal: sq ft; rental value; carrying cost 
(non-interest) ; homes 

 
 

 Gross rent 

 Rental yield  

 WAULT* 

 Annualised value of current tenant incentives 

 Vacant space: sq ft; rental value; carrying cost 
(non-interest)  

 Loan: Value ratio 
 

 Total homes  

 Gross rental  

 Rental yield  

 Homes - vacant: number; rental value; carrying 
cost (non-interest) 

 Loan: Value ratio  
 

 Performance against plan for each specific asset: 
overall performance metrics are not meaningful.  
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SURREY COUNTY COUNCIL

STRATEGIC INVESTMENT BOARD

DATE: 18 DECEMBER 2019

REPORT OF: MR TIM OLIVER, LEADER OF THE COUNCIL

LEAD 
OFFICER:

LEIGH WHITEHOUSE, EXECUTIVE DIRECTOR OF RESOURCES

SUBJECT: SURREY FIRST COMPANY CLOSURE 

 
SUMMARY OF ISSUE:

Surrey First (the Company) was a company limited by guarantee created by Surrey County 
Council (the Council) and Surrey Training and Enterprise Council in April 1993 with 
representatives of locally-based businesses. The Company’s purpose was to attract inward 
investment into the county of Surrey.

The company ceased activity in May 2001. It has been held as a dormant company since 
that time.

There are no plans to return the Company to active use.   

RECOMMENDATIONS:

It is recommended that Surrey First is wound up through a voluntary strike-off at Companies 
House.

REASON FOR RECOMMENDATIONS:

The Company has been dormant for 18 years. While small, there is an administrative burden 
to maintaining a dormant company. There are no plans to return to Company to activity and 
so it should be closed.

The original purpose of the Company is now fulfilled in a different way by the Council.  

DETAILS:

Background
1. Surrey First was created to attract inward investment into the county of Surrey. The 

historic records state that the Company was successful in its mission during its active 
years, forging links with overseas business hubs. 

2. It is not clear why the Company ceased activity in 2001 but there is evidence of a 
split between the public sector (the Council and Surrey Training and Enterprise 
Council) and the business representatives at the time. The business representatives 
in the Company formed a new organisation, “SERIL”. No further information is 
apparent from the documentation available.
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3. Upon ceasing activity, the Company remitted its entire available cash balance of 
£7,291 to Surrey Business Enterprise Agency and a foundation linked to the 
Company, the Surrey First Foundation, was closed. The Company has no remaining 
assets.   

Latest Status
4. The Council took over the administration of the Company after it became dormant. All 

other ‘members’ (guarantors of the Company) and directors withdrew or resigned, 
respectively. The Council is the only remaining member of the Company and Anna 
D’Alessandro, a Council employee, is the only active director. 

5. The Company was considered for closure at the beginning of 2019. It was decided to 
be kept open for the remainder of the year in case any use could be found for it. No 
possible use has been forthcoming. 

6. The purpose of the Company is now fulfilled under the ‘Invest in Surrey’ brand, 
organised and administered by the Council directly. Any residual brand value in the 
name ‘Surrey First’ will now have expired due to its long period of inactivity.

Closure
7. Closure of the Company will free-up the name for use. The Council may wish to use 

the name for another company, potentially one linked to the Council’s Investment 
Strategy.   

8. The closure process is relatively straightforward. A request can be made to 
Companies House for a voluntary strike off along with payment of the £10 fee. The 
closure will be advertised by Companies House and the Company will be dissolved 
two months after the application is made, subject to no objections being received. 
There are no known reasons for an objection to be made.

CONSULTATION:

9. The Shareholder and Investment Panel and the Asset Strategy Board have been 
consulted on the proposals in this paper and support its recommendation.  

RISK MANAGEMENT AND IMPLICATIONS:

10. If any objections to the closure are received these will be reviewed and acted upon 
accordingly. 

FINANCIAL AND VALUE FOR MONEY IMPLICATIONS 

11. Financial implications are minimal. Maintaining a dormant company costs £13 per 
year in fees and some officer time in the preparation and filing of dormant company 
accounts and other administrative submissions. The £10 closure fee is easily offset 
by this cost saving.  

SECTION 151 OFFICER COMMENTARY 

12. No material financial impact as noted above.  Recommend closure of the Company.
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LEGAL IMPLICATIONS – MONITORING OFFICER

13. With the General Power of Competence in Section 1 of the Localism Act 2011 the 
Council has the power to “do anything which an individual generally may do”. The 
general power is subject to some limitations but none apply in this situation. 
Therefore, the Council may utilise the general power to wind up its interest in the 
Company.

EQUALITIES AND DIVERSITY

14. There are no equalities or diversity implications arising out of this report. 

WHAT HAPPENS NEXT:

15. The following next steps will take place if the report is approved:
a. A voluntary strike off application will be made to Companies House
b. Companies House will advertise the proposed closure and take the necessary 

steps to close the company in two months’ time. 

---------------------------------------------------------------------------------------------------------------------------

Contact Officer:

David Cogdell, Principal Solicitor – Contracts, Procurement and Projects

020 8541 9033

Consulted:

The following have been consulted in the preparation of this report:

 Finance Services;
 Land & Assets Service;
 Legal Services;
 Shareholder and Investment Panel; and
 Asset Strategy Board. 

Annexes:

None

Sources/background papers:

• None

------------------------------------------------------------------------------------------------------------------------

Page 49



This page is intentionally left blank


	Agenda
	2 Minutes of the Previous Meeting - 30 October 2019
	4 Property Investment Strategy Refresh
	ANNEX 1 APPENDIX A
	ANNEX 1 Appendix B  CHARTS
	ANNEX 1 APPENDIX C
	ANNEX 1 APPENDIX D TOP 15 TENANT BY RETAIL INCOME
	ANNEX 1 APPENDIX E
	Annex 1 Appendix F Lease Expiry Profile
	ANNEX 1 APPENDIX G PROPERTY YIELD
	ANNEX 1 APPENDIX HA
	ANNEX 1 APPENDIX HB
	ANNEX 1 APPENDIX I
	ANNEX 1 APPENDIX J
	ANNEX 1 APPENDIX K
	ANNEX 2 OPTIONS CONSIDERED AND REJECTED
	ANNEX 3 RECOMMENDED (MINIMUM) KEY PERFORMANCE INDICATORS

	5 Company Closure - Surrey First

