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In August I commissioned a leadi £3

I ding iirm of estate agen Y
& Baker,_to advlge me on the disposal of neyw town agse“z:: Hsakll;re
now received their report; I attach extracts from it.

S The main conclusions are that

a. tl;ere i; some £256 million worth of assets suitable for
immediate disposal, although not all of this could be soid
at once;

b. a further £117 million worth will become available for
disposal in 1980/81 as rent reviews, etc, are complete;

c. there is a further estate of probably at.leas_t £195 mil:@ion
where disposals will have to be negotiated with those already
holding interest, but where sale on advantageous terms is

probably possible;

d. apart from housing, little of the other new town assets
are suitable for sale on the market. :

vious plans and of changes made at the

: i itted to
time of the budeet, the English new towns were comml
I"35‘~lisnf.ng com:ne%cia,xl and industrial property to the }cr:l](.ueaof\m .
ked the new towns to undertake

£40 million. In July I as : : 1
Programm:éogf disposa{s in the current financial ye:ﬁidage o RO
assured my colleagues that a further £70 million w LR

3.  As the result of pre
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r report suggests.thz.at tk}e propert
s Thgsgf‘%l:zlgés}s?;eas much as £200 million in the res
cguld : 1 year. From other advice I would regard this ag v
f:_nancia uy er limit of the range of p9§51b11;t%?s. The s,
el glepgs also limited by the practical difficulties of
zgxanﬁziing sales on this scale between now and next April.

D market
: 7 of tne

rogramme which I askgd the_Er_lglish new towns
- ggitgﬁgtE:§ g t;rget of £100 milllon, giving a total of
g%?million for sales of completed property in the current
financial year. The English new towns are now organised to
achieve sales of this figure, and have accepted that they shoulq
do so. Since I presently lack pOWers to compel sales, this
co-operation is important.

6. Four questions arise for decision:
(a) the scale of sales in the current financial year;
(b) the amount to be raised in 1980/81;
(¢) what should be the disposals programme after April 1981;
(d) what pattern of sales is acceptable.

7 On the first question, I propose that we shguld not 1ook for
sales greater than the £140 million currently being organised.
This sum will be realisable, and is £30 million more than I have
so far assured colleagues can be raised. With the other capital
receipts of the new towns, this will ensure that, leaving aside
investment in housing, roads and sewers, there will be a surplus
of £62 million (in cash limit terms) on the English new towns
public expenditure programme.

8. Secondly, I propose that for the next fina.ncigl year
(1980/81) we should aim for disposals of £200 million: with a
longer period in which to arrange the sales, disposa}s o GILLE s
scale should be feasible. After allowing for reduction 1n gros
investment in new towns, and other capital receipts, this of
should provide a2 surplus of about £125 million - one Qua?terhould
the programme of disposals proposed by the Treasury. Ihis S
enable us to reduce significantly any sales of BP shares.

9.  Thirdly, I am not yet in a position to make proposals forwi11
the further programme of disposals of new town assets. There

not, of course, be sufficient assets remaining to maintalil }S(uch
a high level of asset disposals after 1980/81. Further worow
is needed to identify the extent to which assets, if S°ldtn \
would be insufficient to cover the non-housing debt, and

prepare proposals for dealing with this question.

(coneinentTi AL )

1
¥
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10. Finally, I Tegard it ag

the sales are no
town industrial
freeholds, but i
the street.

t solely ¢ lmpg?tant_that we
and comgero the financia) insti

: cial tenan O8t1tutions. "Sema me
¥ is also importap US ave 13 new

& kely to by ;
I therefore propoge +§ that we involve theyﬁzge?r
¥ official VIaL we. sHotldl pat o rapaa
investor in sales o Ga S on . | a time-table
in time to allow ats too‘ggmment,aSSets. This wggktﬁﬁ imall
of new town assets. applied to next financial ;ea:?scglﬁlete
es

shoulgd ensure that

M H

Department of the Environment
2 Marsham Street
LONDON SW1

30 October 1979
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The Secretary of State for
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London, S.W.1.

the Environment,

13th September, 1979,

Sir,
DISPOSAL OF NEW TOWNS ASSETS
—_— " S ASSETS

1vl. On 16th August 1979 we were instructed by your Departmcnt to

C) provide a report on certain matters relating to the proposed

disposal of New Town Assets. Ou: terns of reference are re-
produced at appendix A to this report.

12 In the time available we have concentrated on the fir;t four
items in our brief which for converence sake can be summarised

as:

1) An assessment of the industrial and commercial assets of

the twenty-one English New Towns.

ii) Our views on which of those assets are most suitable for

O immediate disposal.
sal
iii) Recommendations on the conduct of an immediate dispo

campaign.
rd by the
1v) A review of the guivalent programme put forwa

New Towns Association.
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1.4.

CO\“TI"T?‘??T,.T..L

In order to com

we have, as agreed with y

information provided by the individual New Towns COIPCratLOnS

construction and dimensions. Furthey

as to tenure, tenancy.,

we have as agreed adopted a sampling method of valuation by

which a cross section of each type of property in each town

has been examined in som

conclus
surveyors has been used to

Corporations to the remaining properties.

Not withstanding the foregoing each property
immediate disposal campaign has been considered individually

and our assessment in this respect is totally independent of

any views or recommendations put forward by the individual

New Towns Corporation or any other party.

CONFINERTIAL

plete our report within the time scale requizes
1 T

our permanent officials, relieq G
N th

e detail and the comparison between oy

ions and those drawn by the individual Corporations oyp

adjust the values attributed by the

included in the

——
) y
E Uculc)' (44 [‘ aker

O

2.

*SUMMARY

e b

2.3.

Ziea’s

2S5,

» ™
Y OF PRINCIPLE CO“CEUSIOVS
—— M\\L

The 21 New T
owns in En
9land pres
ently

own the freeholg of Property assets
suitable for immediate disposal which
‘We believe coulg be valueg On an open
market basis at a total of approxmately
£256m.

In addition they own other as;;ets which
will become ripe for disposal in 1980/81

an stk .
d WthA we consider could on the basi £
S o

todays market command a total of approx-
imately £116.8m.

The maximum amount of property the market
can digest without disruption, and the
maximum amount sielling procedures can handle
if completion is to take place by 31st
Maréh 1980 is £200m.

We recommend that you defer discu;sing the
sale of assets where special interests
exist (e.g. from occupational lessees) until
the first phase negotiations have been com-
pleted (approximately February 1980) while
noting that they are vaiued by the New
Towns at a total sum of £195m

Those properties that are to be sold im-

mediately should be offered by tender legally

binding on the bidder if accepted, to achieve

which the selling agents must be .in—

structed to proceed by 1st October,
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appendix 'C' to this Report shows that the total of St
P

psorbed by all forms of investment made by the Institutlo,\

a ng
of which 13.6% was placed ip

during 1978 was £8,3550 Propery,

g five years showed varying percentages hey

The proceedin Ween

14.1% and 21.2%. We attribute the relatively low percent,

in 1978 to the shortage of prime stock, particularly in g,
las t three quarters of the year.

Policies will vary between Funds but across the board we
ex;;ect Funds to seek to allocate 20/25% of the disposadle
income annually to property investment and thus, ignoring
any increase in the total money available for investment
between 1978/79, ‘there would on 1978 figures appear to be
approximately £1,880m available for real estate investment
in the current period. We have not so far had access to
any reliable figures for 1979 but our monitoring of the
marke£ suggests that funds are not achieving the 20/25% norn
referred to above and we would be suprised if as much as

13.6% & satisfactorily being placed.

Amount to be offered

; t to be
It seems therefore statistically that the market ough

in @
able to absorb a New Towns disposal programme of Ejost

3t of
twelve month period but we believe that the availabili®y

) t the
anything approaching this amount would totally distor

8
Y
investment picture and lead to a dramatic increas® i
imurm
property yields. It is our firm belief that the Mm% :
aispos?”

~ amount should be put on the market in the current &
r ] mpant
campaign is £250m and we believe this should be acco
: / 1 EzoOm'
with a statement that the intention is only to 1ift

§ a
de t°
For marketing reasons, no committment should be ™

. . ey A ) A

second campaign %

of the urgency of the imm

diate cam :
A Paign, att .
has also got to be paid to tha . + attention

sources available ¢t

the properties. © handie

i erned abo 1t the rob ems

We ae more conc > P

acH g i .

£ n pProspecti ve purchasers than the New T
owns

Age S L e P
gCTlL s - wWho would appear to be b"tter laced to a

i
additional quire

hel i qll.led. he lke urchasers are
P 1 re b ik ly pur
h
owever IElati\el\/ Iestricted in number and generally hav
e
limited p..OIeEwS.-.Onal staff and adViSeIS- To achieve a

taf

satisfactory result, 1ncludj_.ng a spread of purchasers, we
’

believe that a range of size of lots should be presented to

the market perhaps as follows:-

Up to 10 lots price range £10 - 15m

Up to 20 lots price range £5 - 10m

Up to 20 lots price range £1 - 5m

Up to 20 lots price range less than £lm.
It might be practical and advantageo;.xs to subdivide thé
largest sized lots and simultaneously invite bids for
the component parts to ensure the best price possible has
been obtained. Further, as indicated above, our strategy pre-=
supposes offering for sale more properties than are needed to
meet the budget which would have the benefit of giving a

safeguard against disappointments and simultaneously allowing

flexibility in ultimate decision taking, while making.it clear

to the prospective purchasers that offers would only be

tive basis.
accepted if they were on an attract

i igh
We have no reason to suppose the marketmg of a very h gh

d
f the property assets of any given town woul

ed for the individual lots..

percentage O

detract from bids receiv
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3.6.

F€faoy q
calibre of properties to be offered
Calibre of Probet———- ————

Investment Market is ideally Seeking

The Institutional

~rties without complicated mans
risk free guality properties “hagemen

irements Certainly if the immediate sales Programme
requ .

is. to: be successful, having regard to the time factor,
si.to

the
roperties offered must be legally clean and presented tgq
p :

the market with all information assembled and tabulateg,
e

Reversionary propertles.
ReVero - ol ~—b ——

L

‘thlst the market Wlll react most favourably to hoﬂ
let at full I(larket Ielltals with frequent reviews pro

falling short of this criteria should sell well. In particy]s

i iew reversions are due
those si tuations where rent reviews Or rev re
K} £ N b k 1 = -
with n five years wi e eenly SOU(_ht after b of course
+. Y

will be a discount on price to offset uncertainty and

there
risk Clearly a higher sum would be achieved by selling
those assets once all reviews had taken place. Becaus§ there

is a disproportioﬁate discount for uncertainty, we have

2 ; P s
eliminated from immediate sales any property where a materia

i r rsion
part of the holding is subjected to a rent review OI reve
within twelve months of the date of this report.

Conduct of rent reviews and leas2 renewals.

s £ s r leaseé
In connection with properties where rent reviews o

A open
‘ends are near, existing landlords must inevitably ©P

4 of time.
negotiations with sitting tenants in a short space

; ; apparent
In the course of our investigation it has become &Pk

] osit
to us-that particularly in the Town Centre shoppind P )
i ar to
many of the New Town Development Corporations appe s
i pally Poy
working to rental values that we think are materid

he tenadt®

open market value. sh to

If they quote new terms to =

then veé e

‘based onthose they appear to seek to adopt, 3
pit®

g e
draw to your attention as forcibly as we can that

5 oné
value will be materially destroyed not only in the

: ns.
: atio
in those in surrounding loC

‘ o | ';';
uycnlcy Kiewdaker
O
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Resigd la ¢
ldential Property

Generally the i i
1 3 Ins ol
Fltutlonal Invcstment Market ig not
L oy s : . 5 Ot anxious
quire residential holdings. In a numb
er of cases
bl | e i
own Centre Shopplng d's underneath

residen

howeve

s substantial
o (- | slo] (o i
accommodation and thought heeds to be g
lven to
whether' the:s i
€se propertieg should be included or excluded f
e rom

Fror the IllsthUthnal InVeS»OIS POint

the quality of the shopping is high enough

the disposal L SEE

of view,
; then
the complication of residential ownership will be accepted

b dudy e o .
ut there is an ancilliary point to bear in mind that this

type of commodity could also be attractive to certain

speculators involved in the residential break

with

-up field, and
which the Government may not care to be associated.

It will be very difficult and in our view impractical to
divorce the sale of the residential accommodation from the
commercial accommodation where they ae physically intertwined
and it may therefore be preferable.to give consideration to
introducing into the conveyance a restrictive covenant

against subsales of the residential element.

Freehold or Leasehold disposals?

The purchasing funds preference will be to acquire freehold
intereséqin all property. Indeed certain assets will in
our opin;on only be sold if the freehold is offered but
others, because of the strength of their appeal to the'

d of on a leasehold bass. Were

there

market place, could be dispose

[ 1d
a decision taken to sell such properties as leaseholds

ubtedly be a cost penalty of varying size depending

but in the general range might be

would undo

on the asset in ‘question,

kt 1% on Y \ P S
the 1eld hich Could in turn be ex| ressed a
g 1

Clearly the
11

ital value.
generalisation e
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ffered (on the assumption it ig a4 .
e O

longer the leas (

- the values
ithout review) the nearer ©S ofSHpe
w
eppercorn i
p B siahold interests come together.
d-an e

ol : :
freeh 4 the New Towns have achieved a unique i

ue
It can be arg

i he freehold assets of ;
position by owning 5 entiy,

rivileged :
p or particulr parts of them. Undoubtedly Wie
townships Or
: v
( fication oI © | ,
s necessary and further with divided OWnershj,
when it become | ;
i ffi { hieve comprehensive esrtate
1 difficult to ac
it is far more

al amenity projects. If it
and introduce gener
management an

decided that the freehold should be retained then
were

doubtedly the most popular form of leasehold disposal
undou

14 be that referred to above but other arrangements are
wou

: quite readily contemplated not least of all the lease and

leaseback system that has been common place for financing

O

if bi invited
it would be following earlier precedent if bids were in

i z uch an
from interested parties on alternative footings. S

: financiz)
arrangement would undoubtedly focus the mind on the
| rqgued
penalty of retaining the freehold but it could be a 9

; e that i
on the other hand that with the intensive campalgn

the
immediately required it is preferable to channel !
o the freehol
nt that

‘pProspective purchasers mind and enthusiasm t

ume
of the best assets he may desire. The futher argd i
1 at lar9d ()
() i supports freehold disposal is that the community .,
wn an
ought to be able to rely satisfactorily on the TO

4 the
Countty Planning system in both the short term an

- {es
artié
| - long term to ensure that the best interests of P

; 1
: . j_tlona
directly concerned are protected. Perhaps 1if add

i cest
safeguards are required in particular circumstan

N P [l
ﬂ‘geulcy & P aker

compx ehensive IE,‘de\'e opm $ ﬂ
hi aSSiStS i T
wners P 3 ~Opment

. N . ‘4'.9
the New Towns of late. In contemplating the disposal campa C

‘ tenants.

| | . _pive

g g B b feasibie to impose some form of restrlcti i ONF!D‘C!\!T!AL

r 4 : "

_ S NERAR L N, the frecholg conveyance. = A C _

Immodiate-timotable
—————4té& time:
—20 e
The re

a :
S of the first Phase disposal

S

1980 imposes @ stringent

If the

’ imperative

1979 as to the
full Particulars

agents seven days thereafter, A more.detailed Programme

is set out in paragraph 4,3, below.

Subsequent Disposals
———=——=7F Disposals

Those properties which we list later in this Report as
being suitable for immediate disposal are those which,
irrespective of financial size are likely to appeal to the

Institutional Investor. The Properties so categorised are

together, in our opinion, capable of producing a sum
materially in excess of that we consider should be sold on
the market immediately. The residue can therefore

form the core of future campaigns particularly in 1980/81.
As- indicated above we have excluded from the immediate
disposals list those properties where rents have to

be renegotiated within the next tvelve months, but logically,

providing the work is progressed diligently, settlements

ought to be affected in sufficient time for all those

be included in a 1980/81 disposal prpgramme.

jes in New Towns are let on

properties to

The numerical majority of propert
t a ground rent in fayour of o

t suitable for
are genexally no i
These properties

are
rticularly where rent reviews

There is nevertheless a

1y

ccupational
long leases often a

open market disposal pa

ears.
at longer intervals than ten Y
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the co-operation
jal market for them gilven the
tia .’
. lassified all
he sitting tenant and we have ¢
of the | ‘
i deration.
h properties for special consl
c
“ gt can arise where the New Towns have
tions

similar situa

duced funding institutions on a lease ang
already intro ‘ 3
heme. Because negotiation offtenanticaiies ;
lease back sc g

, i suming businec [
1 and time con ess
rofessiona '
hghly P

is a complex 1]

luded from the
t they are exc

trongly tha

we recommend S

n here
i There may be instances

i 11ing campailgn.

immediate se

if these
invited bids and i

2 lessees make un

occupational

racti t W
ficially to be particularly attractive then we
T
appear supe : ; o
hat we are commissioned to consider those propeties
recommend tha

i issions.
out of turn and as special commis
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MARKETING PROPOSA LS
— DA
4.1 Methog of sale

€ competitjop bety
i : "€en purchga
most I notlaICHES Propertijeg that we have ingj p R
ie

A Posad .~ mpgas clearly vital that
1s obtained and th ties have been given a

for immediate dis

at all par ko Price
to make a bigqg.

Son if pno other ye rul
e s € out the

Tmediate sajes bein
; 9 undert
private treaty andithe choi aken by

Ce therefore is between a

tender uction ang

On the whole we lean towards the latter for these reasons

er's rings being formeq.
he results of the tender and

ecisions to be taken on the

a. There is littile chance of buy
bos J It willepe easier to assess t
more time will be given for g
resultse

¢. Tender procedure will give the New Towns the final decision

on which properties are sold and at what Price, to achieve
the total sum required.

d. We believe that more Funds will be wiiling to bid by tender
than by auction. 2 X

€. The tender procedure is already well established amongst the
Institutions in relation to New Towns Disposals.

f. Tender procedure forces the prospective purchaser to make his
best bid and frequently exceptional offers are obtained this
way to the advantage of the Vendor, whereas by auction, the
Price achieved is inevitably one bid higher than the second

most optimistic purchaser.

There are however different forms of tendering procedure adopted
from time to time and of the usual choices - informal tender,
Testricted tender and legally binding tender - we oitn::;yis
strongly for the last, the emphasis being thatvt::or%wlthin "
binding upon the purchaser if accepted by the Ve

Perjogq,

CﬂNFtDZNTm.L

fair opportuni+

ated are Suitable

Yy
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(ﬂ} jisposals we are aware that the New v/ /) e ~;;;%L-
r dling the disposa e
In terms of han

P].‘O(!v~amme -
= S,
1 e | 3 e e RO}
pointcd two firms and we belieye that
S tq s ap
jation ha
Towns AssOC

better results will be achi
number of properties to han

:ointly by the tw
conducted jointly y co-ordinated - and we would be Prepar

eved if each firm is given a g

The pro 3
ramme
Pecif Jramme of work ‘we cons

ic ider reasonab]
> of th . € as a re
ales being e fore901ng rocommcndations i sult
. S ¥ S:=
o Partnerships. Nevertheless their

dle solely rather than all s

1st Octqber

Properties fop
t be closel ed ¢, SI0r immediate disposal
activities mus put in principle we believe that Jﬁ S
jtstainsEnls pere “fices of () 7th October
D e ts should arrive at the pEElces of Prospectiye 4 Property Particulars in ¢
cumen o
(J a. Tender do jod of time (some from each agent at ol ” A a
purchasers over a perio % y & T
jven moment) . : : ' 14th October Press ang adverti
g rewill be returnable over a period of time as indicateq ising announcementg
b. Tenders shou e
. ng the aqdq
in paragraph 4.3. below. ) MR
Properties to pe offered,
1st-14th Novem -
i e i he dispo it Preliminary Particulars to prospective
d that there should be no delay in the disposal
We are concerne e
ampaign as a result of the requirements of conveyancing v
o : T i
roiedures It may therefore be an advantage if the New Towns November Advertising campaign
p : i i z O 7 y $ 7 ;
“were to contemplate appointing outside firms of conveyancing 1st-14th December Tender documents despelsoi
idi 1 i stomed to- dealing A )
solicitors providing the firms chosen are accu g . ‘5 e
i ] involved, and preferably the type v _ :
(} with the type of transaction ' | o T ot e
| : purchaser likely to be interested. We are in a posil T
| - recommend such firms to you if it would be helpful and we 25th February Selling decisions made
i d
anticipate that any firm chosen would deal with a restricte 28th Febriamy rendend achuii IS A
' i i i ! o those : .
number of towns with particular help being given t e aleE e coaplanion eI U
Corporations whose legal staff is for one reason or anotie

: below strength. It is an inevitable consequence of adopting
i a tender procedure that the entire legal work is prepal'ed

| 11 before the tender date and there will therefore be extreme
{

ths
pPressure on the New Towns Legal Advisors in the latter mon
of 1979. 4
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