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Executive Summary

Introduction

DTZ were appointed to review Haringey's core
commercial real estate portfolio with the primary
objectives of improving revenue and utilising the assets
more effectively to leverage regeneration opportunities
and support job creation.

Current state

The core commercial portfolio comprises 142 assets
with ¢600 lettable units (out of a total portfolio of c500
assets and 1300 units). The portfolio includes a mix of
office, industrial and retail properties. The value (based
on Haringey’s figures) is £49m and the portfolio
generates a net income of £3.1m.

The portfolio is dispersed across the borough with little
cohesion between assets and is generally of poor
quality. The average rental value of each lettable unit is
less than £12,000 and as such attracts tenants who
would not be considered ‘investment grade’. As a
result, management costs are high as a % of income and
bad debts are an issue.

The commercial property portfolio is managed in-
house. However, there appears to be no co-ordination
between the commercial portfolio and the other real
estate assets owned by the council.

Challenges:

Income will not maintain its value in real terms
due to the condition of the properties, the impact
of certain long term leases and the potential threat
of EPC legislation due in 2018 (when it will be
illegal to let properties with an EPC rating below E)
Technopark is owned on a long term lease, but the
lease income from the Council’s tenants is
insufficient to cover the head-lease cost to the
freeholder, resulting in a shortfall of c£480K per
annum. We understand that negotiations are in
progress to resolve the issue.

There are a number of other properties with long
leasehold arrangements. Either the council has a
long leasehold ownership or tenants have long
term occupational leases (c25% by rental value is
more than 15 years of which 15% is more than 30
years). Such leasehold arrangements make it more
difficult to actively asset manage the portfolio to
improve quality and financial returns.

The dispersed nature of the portfolio means there
is limited critical mass. For most small individual
properties in the portfolio, there are no compelling
reasons to retain them.

The in-house property team are hampered by poor
quality and/or inaccessible management
information.
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Executive Summary

Recommendations

Our
fina

recommendations are designed to improve the
ncial return and other benefits the commercial portfolio

delivers. There are three key outcomes that Haringey
should seek to achieve:

1.

A balanced portfolio

The attributes of a balanced portfolio result in a spread
of risk. Balance should be considered across asset type,
geographical spread across the borough, asset size and

asset risk profile vs income yield.

Haringey will need to divest some assets and replace
with new assets. In order to maintain and grow the
income currently derived from the commercial
portfolio, it is essential that receipts from disposals are
ring-fenced and re-cycled into new commercial
properties.

The right assets

A portfolio of property assets that are retained ﬁor
acquired) for the right reasons. At the high level, this
should be because the asset provides:

* Agood financial return relative to the risk profile of
the asset, with an expectation that will be
maintained in real terms, and/or

* Astrategic location — either adjacent to another
Council asset (operational or commercial) where
that could be beneficial or strategic in the assets
own right, for example in a key location for
Haringey’s future regeneration agenda

The right assets (cont.)

* Haringey’s extensive regeneration plans offer an
opportunity to invest in assets that will deliver
outstanding financial returns over the longer term.

Best practice portfolio management

Management of the commercial portfolio is aligned
with best practice. This means:

* Appropriate KPI’s are set that reflect the portfolio
characteristics and the Councils objectives. The
KPIs should include — revenue, net revenue, voids
and cash collection.

* Management reporting needs to be robust, timely
and appropriate information must be accessible to
those who need it.
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Executive Summary

Recommendations - a balanced portfolio

The objective is that the portfolio as a whole delivers the
maximum benefit to the council, in terms of:

*  Financial Return vs. Risk

*  Strategic location that could support regeneration
aspirations

*  Location adjacency with other Council commercial or
operational assets. This could provide flexibility for
expansion of operational assets or amalgamation of assets
to provide greater opportunity simply by virtue of a larger
footprint

Global objectives

Establishing a set of objectives or attributes will start to shape
the portfolio. As part of this initial review, we have not looked
at the Councils governance process for acquisitions and
disposals — but if a significant level of authority for trading assets
in the portfolio is delegated, portfolio objectives will provide a
framework within which the responsible individuals can make
decisions.

Examples of portfolio attributes could include:
* All portfolio investments will be within the borough

* The portfolio must comprise office, industrial and retail
assets. No individual asset type should account for less
than 10% or more than 50% by capital value of the portfolio

* Assets should all be held freehold. Where a long leasehold
interest is unavoidable, the rent payable must be less than
7.5% of rents received.

* Asthe portfoliois ‘re-balanced’, all proceeds from property

sales are re-invested into new commercial property assets.
This is essential if Haringey are going to maintain and grow
the commercial revenue to continue to support the
authority’s budget.

* The portfolio needs a spread of unit size to attract different
types of tenants. Many local authorities believe it is
appropriate to retain a certain number of small incubator
units to encourage small businesses. They are typically
expensive to manage and so net returns are often poor.
Ultimately, Haringey needs to increase the average size of the
lettable units within the portfolio and it could use a number
of KPIs or benchmarks to influence the future shape of the
portfolio.

*  Financial return is an obvious goal, but as with most
investment classes, higher return equates to higher risk.
Higher risk assets usually come with higher costs through
management of tenants, bad debts, voids or higher repairs
and maintenance costs. Applying a target risk profile to the
portfolio is more difficult than some of the other factors
noted above.

*  Geographical spread — assets should be spread through the
borough, biased towards the regeneration areas. ldeally
assets will be in clusters that have close proximity to each
other, with no single cluster accounting for more than 33% of
portfolio value.

* Nosingle asset should be more than 20% of portfolio value

Please note that these examples are provided for discussion.
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Executive summary

Recommendations - the right assets

The attributes decided in the ‘balanced portfolio” will provide a
framework for the investment strategy. The next stage is to
segment the portfolio to identify assets to be retained, those to
be sold and those that require active management.

During the course of phase 1, we used a portfolio ranking tool to
undertake a financial based assessment of the portfolio and
stimulate discussion during workshops.

The tool provides the first phase in segmenting the portfolio. In
order to complete the segmentation process we recommend
the following steps:

* Add a location factor to the template - this needs to take
into account adjacencies with other council properties

e Consider whether other factors should be added to the
decision tool

* Validate the data provided by Haringey that has been input
to the tool (there were some questions about the debtor
information and the management costs)

* Re-runthe tool to rank the properties and undertake initial
allocation to retain, active management or disposal
categories.

*  Complete property templates to support individual asset
strategies. An example is provided that can be tailored for
Haringey’s requirements. The template can be used to
support governance and provide an audit trail. Depending
on the initial priorities, batches of templates can be
focussed on certain attributes (i.e. Disposals)

*  Define attributes of new acquisitions, including asset type,
yield and risk parameters, location factors, etc. In particular
consider how new acquisitions can help to move forward
Haringey’s regeneration agenda.

e Establish transformation plan to include:
*  Programme objectives and timelines
* Allocate roles and responsibilities
*  Agree governance and reporting protocols
*  Set targets and budgets for financial objectives and fees

*  Agree approach to third party providers, tendering
where appropriate

* Etc.
* Instigate due diligence on properties identified for disposal

The above activities will enable the transformation process to
begin. Once underway, the Council should consider other issues
which will impact on the medium and longer term performance
of the commercial portfolio. Examples include:

*  Other commercialisation opportunities and other smaller
assets. Examples include advertising billboards, mobile
masts and way-leaves. There is a market for such assets
that could deliver additional receipts. Where no market
exists, it may be possible to manage the assets in a different
way to enhance income or to reduce the management cost.
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Executive Summary

Recommendations - best in class management

The first issue that the property team need to address is to have
information that is the ‘single version of the truth” and is readily
accessible to team members.

Without a reliable and complete dataset of information, it is not
possible for the property team to manage the portfolio to
deliver the best outcomes and report performance reliably to
fellow colleagues.

We understand that the SAP property module is being
implemented and therefore there will be little appetite to invest
money for a short term fix.

However, data will need to be scrubbed before up-loading into
SAP, and so any work undertaken now to extract information
and validate it now should not need to be duplicated.

Most data can be extracted into Excel and, with the creation of a
few simple templates, can be manipulated with relative ease to
provide useable information.

If all of the property team work off the same information, then
benefits will be realised. We suggest the following datasets be
established as a matter of urgency:

e Standing property data with key lease dates for tenants.
From this a template can be created to drive a void report
and a report listing rent reviews, break notices, break dates
and lease end dates.

e Tenant debtor schedule

*  Financial outturn report for the commercial portfolio —
showing net income less costs

As part of phase | of this project, we have already undertaken a
reasonable amount of work scrubbing data to provide the
outputs for discussion. Further work will be needed but this
exercise is not starting from scratch.

A set of KPIs need to be set to enhance the management of the
portfolio and to move towards a best in class approach. Whilst
the portfolio is in transition, this will be difficult. Nevertheless, a
number of simple KPIs can help drive improved performance.

We recommend for the short term looking at voids, cash
collection and service charge recoveries.

Over a 6 to 18 month period, KPIs could be set on net rental
income from properties that are retained in the portfolio,
whether identified as a simple ‘hold’ or as an ‘active
management’ property.

The individual asset strategy templates mentioned above also
include a mini business plan for assets that are retained and
performance can be assessed against the asset template plan.

Haringey should also consider the most appropriate delivery
model for management of the commercial portfolio. If thereis
to be an outsourcing, when is the right time and what should be
outsourced?

We do not believe the best outcome will be achieved by seeking
to outsource in the short term. Provided that good progress is
made on the initiatives we have outlined, it would make sense
to re-visit this question towards the end of 2014.
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Executive Summary

Recommendations - best in class management

In the short term, team resources should be evaluated.

We have highlighted the importance of providing information to
help manage the portfolio. The evolution of a good
management reporting pack for a monthly team meeting will
highlight to the property team the issues that are important for
them and for senior management within the Council. It should
also inform the SAP implementation project where
consideration of management reporting requirements should
already be on the agenda.

Analysing the allocation of resource to addressing issues that
are important to management will help the team evaluate
whether resource is deployed in the most appropriate way.

It is likely that additional resource will be required during the
transformation of the portfolio unless time allocation to low
value activities can be re-deployed.
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Introduction

DTZ were appointed by Haringey to undertake a review of the core investment portfolio comprising c140 assets
(from a portfolio of c500 assets).

The objectives of the review were to:

° Target a leaner portfolio

* Improve revenue

* Leverage regeneration opportunities

* Consider potential for the assets to support job creation
* Review the management approach

During the course of the project, DTZ have used core portfolio information provided by Haringey which has been
supplemented by market based data obtained from DTZ and other sources

¥,DTZ
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Introduction
Information sources

The specific data sources used during the course of the project are as follows:

Provided by Haringey

* Core portfolio data (excel files capturing tenure, tenants, income etc)

* Portfolio management data (excel files capturing management costs, reporting data, debtor data)

* Supplementary asset specific data (e.g. selection of site plans, lease terms, financial information etc)
* Asset location map (not red-lines)

* Regeneration plans (various documents)

DTZ

* Portfolio management / performance tracking

* Asset management views (sample of properties)
* Development angles (sample of properties)

Market view
* Rental levels & letting prospects from DTZ knowledge plus a rigorous sweep of commercial real estate agents
specialising and operating in Haringey's local markets

* Asset values (auction house view of a sample of the portfolio)
* Alternative management approaches

¥,DTZ 10

a UGL company



Introduction

The following priorities, objectives, and contextual information have provided a framework for this review

Priorities and objectives

Project Objectives (Agreed at Workshop 1)

° Target a leaner portfolio
* Improve revenue
* Leverage regeneration opportunities

* Consider potential for the assets to support job
creation

* Review the management approach

Context

The Council is currently undergoing significant internal
change, and is driving forward with a number of key
initiatives, notably:

* New internal leadership — re-prioritising activities,
and short to medium term goals

* Council wide re-organisation — allocating resources
based on skills/ expertise to drive positive change

* Drive to promote performance improvement across
all service areas

* Ambitious borough wide regeneration plans — with
a specific focus on Tottenham

¥,DTZ
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Introduction
Regeneration plans

Regeneration aspirations cited at workshops 1 & 2:

* Broad geographical / spatial plans captured under 4 areas
* Tottenham
* Northumberland Park / White Hart Lane — Tottenham Hotspur development
* Seven Sisters
* Bruce Grove
® General goals to drive environmental improvements
* High level employment generation targets — 4,000 new jobs

* To improve well-being (enhancing public realm, cultural and retails offer)

Observations:
* Ambitious aims/ objectives

* Limited visibility of specific targets by geography
* Programme of activity in development (expect clarity in Autumn)

* Limited shared awareness / knowledge of the Council’s assets and tenure profile [Portfolio largely comprises
multiple, small, dispersed assets, which makes it hard to be strategic. Ownership characteristics vary, but
largely not clean freehold interests, which inhibits control, and development options]

¥,DTZ 12

a UGL company



Situation Analysis

DTZ

a UGL company

”



Portfolio Analysis - Overview
Core Characteristics

Scale
* 142 assets are held within the core portfolio.
* Within the 142 assets are c.600 lettable units

Composition

* The portfolio is split into three broad categories; Industrial; Office; and Retail.
* Industrial - majority light industrial/ warehouse
* Office - largely quasi industrial tertiary offices

* Retail —a mix of neighbourhood retail (ground floor under residential), and other uses (e.g. Nursery, and
community centres). The majority are HRA assets, somewhat constrained by adjacent Council housing

Geography
* The portfolio is dispersed across the borough

* Industrial: small estates, and/ or stand alone units, tucked away in residential areas (lacks sites with good
access to road network - such sites are visible in the neighbouring borough of Enfield)

* Retail: Multi small high street units and dispersed local community stores, largely HRA assets constrained by
adjacent land use

Value

* The overall portfolio value is £49m (Haringey’s figures)

* The majority of assets are relatively low in value (60% < £0.25m), and deliver relatively low rental levels (65%
<£25,000)

¥,DTZ 14
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Portfolio Analysis - Overview
Core Characteristics

Tenure

* 54% of properties are owned freehold, whilst 46% are leased (all Industrial, except Technopark)

* 6% of leases are ground leases (39 interests)

* The Council’s ability to control individual properties is mixed, due to tenure, some long lease lengths and
market characteristics

* Industrial portfoliois inhibited by tenure arrangements in the following manner:
* Council long leaseholds — 61% of the industrial estate is held on LLH (54% by rental income), inhibits

flexibility where opportunities might have existed (e.g. Leeside, Roseberry, Rainbow Works, Morrison Yard,
Munro Works, Frontier Works, Tottenham Works, Enterprise Row and Stonebridge Centre)

* Tenants long leaseholds — inhibit flexibility on sites where opportunities might have existed (Garman (c.40-
90 years), Leeside (c.90 years), Bittern Place (c.60 years), Kingfisher Place (c.60 years), Neville House (c.100
years) and Constable Crescent (c. 50 years))
* Retail portfolio is inhibited by inherent characteristics - dominance of HRA assets, combined with incidences of
‘right to buys’

Void / Vacancy profile
* Largely well let, with 8.8% of properties vacant if you exclude Technopark (12.6% if you include Technopark)

Condition

* The portfolio is largely ‘tertiary’ in nature — characterised by ageing stock in mixed (generally poor) condition

¥,DTZ 15
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Portfolio Analysis - Overview

Financial Characteristics & Performance

Income
* 20 assets deliver 64% of the overall rental income (£3.6m)

Management Costs
* Overall management costs equate to £0.5m (equivalent to c10% of income)

* Inthe absence of time tracking/ activity analysis management costs are spread across the portfolio by the
number of interests (units) per asset

Net Income
* Anetincome of £3.1m (or £3.6m excluding Technopark)

Cost of voids/ vacancies
* 12.6% of the portfolio is currently vacant (8.8% excluding Technopark)
* Estimated lost rental is £0.4m (or £0.8m including Technopark), based on ERV data provided by the Council

* Additional ‘void’ costs are incurred in vacant property. Comprising short-falls in rates and service charge costs,
the current cost is £0.25m (£0.45m including Technopark)

Debtor profile
* Debts of £1.5m were outstanding as of end August 2013, of which >50% owe >£10K
* Top 20 debtors owe £0.6m (84% is > 8 months old)

Income security
* Asignificant proportion of the portfolio is let on a short term basis (66% <5 year term remaining)

¥,DTZ
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Portfolio Analysis - Overview

Financial Characteristics & Performance — Top 20 assets

Income

20 assets deliver 64% of the overall rental income (£3.6m)
50% are Industrial, 40% are Retail assets (based on number)

Management Costs

Estimated management costs equate to c.£260K

Net Income

A net income of £1 m is delivered including estimated outstanding debts and all other costs (The figure would
increase to £1.6m excluding Technopark)

Cost of voids/ vacancies

Rental shortfall of £470K (£370K of which is Technopark)
Service charge / rates shortfall £240K (reduces to £55K* excluding Technopark)

Income security

Security of income limited — for 60% of these leases, the exit date < 5years time

¥,DTZ
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Portfolio Analysis - Overview

Financial Characteristics & Performance — Market Context

Dispersed spatial distribution

* Industrial: Multi small estates, and/ or stand alone units, tucked away in residential areas (lacks large sites with

good access to roads visible in neighbouring borough of Enfield)
* Retail: Multi small high street units, largely HRA assets constrained by adjacent land use

General characteristics

* Reasonably active market

* Limited investment since 70’s / 80’s, exceptions include:
* Lockwood Industrial Estate (mid 90’s stock)
* White Hart Works (completed Sept 2012, 70% let)

* Stock largely trades at low pricing levels (reflecting stock, access, and demand characteristics), relative to
neighbouring boroughs e.g. Enfield (reflecting enhanced micro location, and access characteristics)

Quality
* Characterised by tertiary stock (grade B/C), given limited investment

Demand
* Demand largely from small to mid sized tenants
* Investor/ developer demand for this type of assets is also from small/mid sized developers.

* Note:
Blue chip occupiers tend to demand good/high quality stock with better access characteristics
Larger/institutional investors tend to demand larger land holdings (provides critical mass to develop better quality stock)

¥,DTZ
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Portfolio Snapshot

Total Number by Rental Bracket Total Rent by Rental Bracket

m£0-£10,000 m£0-£10,000

37, 26% W £10,000 - £25,000 W £10,000 - £25,000

m £25,000 - £100,000 m £25,000 - £100,000

m £100,000 + m £100,000 +
32,23%

Total Number by Valuation Bracket Total Value by Valuation Bracket
m0-0.25M ®0-0.25M
m0.25M - 0.5M B 0.25M - 0.5M
0.5M - 1M S OSM - 1M

77, 60% i
23,18% u1iM-2.5M m1M-2.5M

m2.5M + m2.5M+
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Portfolio Snapshot — Vacancy and Management Costs

Net Income Potential Maximum Income Captures
[Total Income (£6.15m*) — Costs (£3.1m)] [Lost ERV and Costs]

H Total Managment
costs

B Total Running Costs M Cost of Vacancy

M Total Rent

M Net Income

Note:
*Income = rent + service charge income
Total Running costs: Rates, S/C gap and Outgoing Rent

Note:
Costs: Assumed 40% ERV for Rates & 10% ERV S/C gap

Vacancy Spread Cost of Vacancy
35 0.60
31 2
S
30 £ 0.50 -
S
25 23 0.40 -

20 030 -
15 W Additional Costs
15 0.20 -
b 3 M Lost Rent
10 0.10 -
b 04
c 0.00 - . —00d :
2 1 > N 2 N &
& N L 2 O
. . [ — bo""& Q¥ OQ\ QOQ O

o

Industrial Retail Office Technopark Other N3
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Portfolio Snapshot — Vacancy and Management Costs

Net Income (Income, net of costs) Rent by Asset Type (£, sq m)
., £3,000 —124M £180
° £162
c
8 £2,500 1,94 M £160
=]
o
£ £2,000 £140 £132
£120
£1,500 1.33 M £110
£100
£1,000 £87
£80
£500 387
0.09 M L £60
£- — e - £40
Industrial Retail Office Te rk Other
-£500
-0.53 ™M £20
£-
-£1,000 £- T r r :
Industrial Retail Office Technopark Other

B Annual Costs H Net Income
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Income Security

Lease Expiries
[Based on available dates]

162, 35%

116, 25%

M Expired

H 2013

m 2014

W3 -5years
W 6-25 years

W 25 years +

Total (£, per annum)

Millions

Income Burn Off

DTZ
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The Top 20 Properties

By rental income

Site Address Rental Estimated Effective Service  Total Tuatal &l Costs Incorme Mo YWacancy Area Average Tenure NEY Auction Variance Property
Imcorne  Debt [last Rental Charge Income  Incorme (£ pa) het af Terarts  [24] [MlA,  “rsto YWalue  [3] Tupe
(£, pal 12rths]  Income (£. pal [£. pa) Peliriz costs (£, =qm] Exp [Guide]
Diebt £, pa)
pal
Lee Valley Technopark. £634.213  ERFA23 E476.290 E2B4081 £798.294  EV40.371 -E1332.708 -£E592.330 B4 a3 E347 7 LH £15 - Office
High Rd. Blenheirm Fise £326.600 £0  £326.600 E0 £326.600 E326.600 803 £3265.797 1 [T 7E32 B3 FH £d.6 = Fetail
|eeszide Industrial E state £322.801 £5.144  £317 657 £9952 §£332753 E3Z7E09  -EIFEA7E EROE3Z N0 0 A6 8 LH £049 - Induistrial
The Laurel=s £285,000 £0 £285.000 g7062 £292062 £2920B82 -FB03  £291259 1 (T4 - 15 LH £24 = COither
Garrnan Bd Industrial Area 201,250 E1847  £233103 E0 E2R12B0 0 £233103 -FE A7 FZ2RETT B (I 2,251 B4 FH g287 £33 18 Industrial
Rozebery Estate [ph 2] £219,600 E41.308  £178.292 EBEBY E228.289 E19E980  -E19288Y -ERS0F N 92 3535 5 LH £0.6 - Retail
Library & Shopping hall ['whale) £213,450  £RBAR98  #154.852 E108.793 E£322243 EXEIE4S -£0.,837  £254.808 21 195 43 FH £197  £1g -8 Induistrial
Enterprize Fow, Rangernoor Foad  £205.928  £40474  £165.454 E7EFE  E213504 E1P3030 138444 E34586 23 185 1834 2 FH £05 - Industrial
Rozebery Industrial Park [Ph ) E177.250 £43179  E134.071  £12891 219041 EMBOE3  -E163445  -ElR4E2 9 185 1882 3 LH A Induistrial
Frontier Works, Queen St 12840 35957 £92.453 E6.061  E134571  E986M  -EW01F3 0 -E15R3 M 7o 1102 § LH £027 foo0 Industrial
Salisbury Rd 1-25 16500 F13.960  £102.540 £E0 ETI6,500  £102 540 18747 £86.793 13 7 45 § FH £07 = Fetail
Stonebridge Centre £106.100  E13.208  £87.834 ER534  EI11634  F93427 -F98.364  -E4926 13 355 962 2 LH £0.3 - Industrial
The Railwaw Arches £105.775  E3B6ZY  EEDM4B £E4835 ETO0EID  EF3983 -EPBBA0D 45732 11 [t 1271 8 FH £147 g0 -30E Fetail
Cornrnerce Rd 04-26 £103,150 2915 £100,235 £E0  £103,50 £100,235 -£9640 £90595 19 622 3 3 FH £0.8 - Induistrial
Rainbow Works, Markfield Ad £93945  E1B087 EVEAED E14480 E108433  E90346 -EVORDS E19.736 8 LIS 933 2 LH £0.3 - Industrial
Marrizon Yard, 551a High Rd E90B00  E45434  £453BF  E30E21  E129421  EB3I987  -E95944  -ETASF T 155 1213 2 LH e02¥  E0q-2EE Industrial
Yervan Court £85.713 EB440 E79.273 0 EBRFIZ EF9.ZT3 -Ea.034  E£71.240 8 0% 332 3 FH £107 06 -3EX Fetail
Great Carnbridge Bd 18-56 £7BBEY  E28.378 £48.491 0 E7RAEEY E48.491 6057 E32423 19 5o E57 & FH £0.49 = Retail
Broadway fnnexe £74.780 g0 g74.780 E0 EF4FBO E74.7E0 803 E73977 1 0 144 g Cither £0.8 = Fetail
Library & Shopping all [Co-op]  Hla rla Ha nla Ha rla rla ra ! L 529 1 FH EE‘ZVE Retail
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The Top 20 Properties — Net Income
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Portfolio Performance & Management

Portfolio Performance

Data
* Performance does not appear to be actively tracked in a rigorous manner at present

* Limited evidence of basic reports / reporting fundamentals

Classic KPI’s
* Normally market practice would be to routinely monitor:
* Completion of lease renewals + rent reviews (providing visibility of the number of expiries within the next
12months, and the number of lease renewals, rent reviews that are outstanding)
* Transaction activity (tracking active disposals, and acquisitions)
* % Income lost through vacant property
* % rent recovery (within 3, 6, 9 months)
* Costs of management per unit (and/or as % of rent roll especially if fluctuating)

Examples of ‘good practice’ management reporting are included in the appendices

¥,DTZ
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Portfolio Performance & Management
Portfolio Management / Property Division

Head of Asset
Management /\
1

Overall Structure (as of 15t August 2013) r , } . ,
Soft Fadilities Hard Fadilities Business and roperty Manager
Management Management Service Finance Commerdial and Property Manager
. . Manager Manager Manager Estate (schools)
Commercial & Community Estate
* Resource pool of 6 (including admin), including: ngeto | 3xFadiities oy | | et B [Nodhangsto
) these teams \% Estates these teams
* 1xInterim Property Manager
® 1X PrinCiple Va|uerS 2xOut of hours Finance Prdgect 2 S
. — security Officer b= 2x Senior Valuer
* 2x Senior Valuer
* 1x Senior Valuer*
. . - 2’:1::2::22:'* — Administrajor f—  3xValuer
* 1x Senior Admin
Note: * Review: 2 posts in cost estimate, 3 in visual
| Technopark = ln';::'lea’n% | 1xSenior Admin
Conference Admin Officer Officer
= Property Support
Officer
Cost
* £480K total costs (incl. on costs), which comprises: | Pl

Officer

* Staff costs: £290K

* Management cost overhead (incl. on costs): £125K (includes Property Manager, Business Support, and Asset
Manager)

* Inward overheads: £65K (includes allowances for: HR; IT; Accommodation; Procurement; Communications;
Customer Service; Finance; and Legal. Plus external agent fees

Observations
* Relatively high costs relative to income (in % terms)
* Potentially review resource mix (breadth of skills, experience, and expense)
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Asset Sampling — Industrial Sites

* DTZ reviewed a number of assets — indicative views below & overleaf (slides 30-41 provide details)
* External views on value (Auction) — Indicative views on slides 42-43

Site Tenure Opportunity Opportunity Notes
(line of enquiry + observation) (AM, D)
Garman Road + Freehold Explored ability to intensify (linked to Limited opportunity due to tenure N/a
Leeside Industrial Long regeneration agenda)
Estates Leasehold

Rosebury Industrial
Estate

Ashley Rd

Marsh Lane

Heartlands North

Heartlands South

Freehold (low
density use)

Freehold
(vacant)

Ground leases

Ground leases

Explored opportunities to increase
income/ returns

Increasing development density —
Industrial or Mixed use scheme

Review major landowners mixed use
development plans (residential &
employment land)

Consider impact of National Grid
development plans

Potential asset management play, to
increase income levels (albeit uplift likely
to be marginal ) + potentially dispose of
corner asset (residential development
angle)

Industrial — Trade Counter opportunity
Residential led, or mixed use scheme

Industrial — Trade Counter opportunity
Potential site for depot relocation +
potentially include industrial strip
(enable release of Ashley Rd)

Opportunity to demonstrate proactive
stance, generating positive messaging
around employment space (unusual in
current market)

Outcome flexible —rare opportunity to
secure ground rent income

Opportunity to release assets, yielding a
capital receipt (albeit small)

Views altered post data
update

Further investigation
required

Further investigation
required

Further investigation
required

Opportunity to
mitigate shrinking asset
+ secure income
Prioritise dialogue with
Workspace

Opportunity to
mitigate shrinking asset
+ secure investment
funds

¥ DTZ
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Asset Sampling — Retail & Office Sites

Use Site Tenure Opportunity Opportunity Notes
(I,R,0) (line of enquiry + observation) (AM, D)
Retail Library Arcade Freehold Considered development options Potential asset management / Further investigation
(given age/ condition issues — whilst development play — value dependant required
healthy revenue at present, security on tenant negotiation + securing a
guestionable) clever design solution
Retail Veryan Court Mixed Considered development options Potential asset management /
given scale of Council ownership development play, albeit ownership
complexities likely to inhibit
Office Technopark Mixed Opportunity to enhance asset Multiple challenges — unlikely to Check status of
performance (as office) achieve break-even in current market  disposal
given significant cost profile
Office Holcombe Road Mixed Considered development options Potential asset management / Prioritise review of

given location near to Bruce Grove

development play, albeit require
greater visibility of adjacent Council
interests

adjacent interests

¥,DTZ
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Portfolio observations — Asset Sampling (Industrial)
Garman Road + Leeside Industrial Estates

Context
e Established industrial estates

* Garman: single strip, split into individual land holdings with tenant built units, in a
designated industrial zone, within relatively close proximity to the A406

* Leeside: rectangular estate, split into multiple small units
Council interest:
* Garman: Freehold interest
* Leeside: Long leasehold arrangement (Lease start: 1980, Term: 125 years)
Tenant interests: All > 21 years
Vacant land:
* Garman: single parcel (albeit appears utilised on satellite images)
* Leeside: n/a
Council intention/ wish to intensify — potentially relocating Peacock Estate units

SWOT

* Strengths — Established industrial estates within industrial zone, well let (secure income),
relatively good access to road network

* Weaknesses — Tenure arrangements preclude redevelopment (plus vacant land limited),
significant annual costs to Council (dents net income)

* Opportunities — N/a
* Threats — Ageing stock (Ad hoc and/or limited tenant investment),
tertiary profile accentuated vs neighbouring industrial areas

> Limited opportunities to drive enhanced income
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Portfolio observations — Asset Sampling (Industrial)
Rosebury industrial Estates (Phases | & Il)

Context
* Established industrial estate (developed out in 2 phases), split into multiple small — mid sized units
* Located within a predominantly residential area (access constrained)
* Phase 1: 11 uniform units (2,500 sq ft each) [2 vacant]
* Phase 2: 26 units (c.700 — 1,300 sq ft each) [5 vacant]
* Council interest: Long leasehold arrangements [Lease starts: 1981 & 1985, Term: 125 years]
* Tenant interests: Mixed terms (rental and lease length)
* Phase 1 - Rental £3.6-8.4 / sq ft (60% c. £8/ sq ft), Term: 1-6 years (50% 3 years or <)

* Phase 2 - Rental £0.6 — 18.6 / sq ft (predominantly £7-8/ sq ft ),
Term: 0-8 years (predominantly < 3years)

* Vacant land: N/a

SWOT
» Strengths — Established industrial estates, relatively well let

* Weaknesses — Tenure and rental arrangements mixed, i.e. varying terms + rental
levels (rationale unclear)

* Opportunities — Potential asset management play (further investigation required)

* Threats — Ageing stock (Ad hoc and/or limited tenant investment), tertiary profile
accentuated

* > Further investigation required to identify opportunities to drive enhanced
income (assume marginal returns?)
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Portfolio observations — Asset Sampling (Industrial)
Ashley Road

Context

* Established industrial land/ depot usage

* Located within a predominantly residential area, adjacent to an Technopark, and green space
* Access relatively good

* Location overlooked from flyover

* Tenant: Transport for London, lease soon to expire (Nov 2014)

* Vacant land: limited to a plot under the flyover

SWOT
» Strengths - Large sized plot, with relatively good access characteristics, and visibility from the flyover
* Weaknesses - Low density use and very low revenue profile given scale of site

* Opportunities

* Potential asset management play, albeit industrial market
demand questionable (further investigation required)

* Opportunity to release site for industrial development
(obtain capital receipt), potentially attractive to Trade
Counter market (further investigation required)

 Alternative use value (circa £2-4m /acre dependant on
densities, and S106/ affordable housing) — residential,
and / or mixed use (including live/work units),
and/ or potentially an industrial strip (albeit mixed use
elements will dent receipts

* Threats—N/a
* > Further investigation required to identify opportunities
to drive enhanced income, and/ or to lever receipt
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Portfolio observations — Asset Sampling (Industrial)

Marsh Lane

Context
* Vacant, flattened site

* Relatively remote location, access relatively good (albeit road
width narrow)

* Established tertiary/ industrial area

SWOoT
* Strengths — Large sized plot, with relatively good access characteristics
* Weaknesses
* No rental income
* Multiple ownerships adjacent, potentially inhibit wider development plans (including road widening)
Opportunities
* Potential asset management play, albeit industrial market demand questionable (further investigation
required)
* Opportunity to release site (obtain capital receipt) for industrial development, potentially attractive to
Trade Counter market (further investigation required)
* Potential site for depot relocation (realising capital receipt on Ashley Road), option to include
industrial strip
* Threats — Indecision leading to extended void

Further investigation required to identify opportunities to drive enhanced income

¥,DTZ
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Portfolio observations — Asset Sampling (Industrial)
Heartlands North

Context
* Cluster of ‘industrial’ assets, located close to Wood Green
and public transport links
* Area potentially on the cusp of significant redevelopment
by the major land owner Workspace Ltd (plans shared with
Council planners)
* Council’'s commercial interests (ground leases) include:
* Mallard Place (Lessee: Workspace, Ground lease exp: 2075, Tenant in situ: Area 51)
* Kingfisher Place (Lessee: Omaha Nominees, Ground lease exp: 2075, Tenant in situ:
Mountview Academy of Theatre Arts) Yoot
* Council’s operational interest:
* Site H (depot site / wheelie bin storage)

&=
Operational Site

SWoT
* Strengths
* Council ownerships advantageous, provides a real opportunity to positively influence regeneration plans — not
witnessed in many instances across the portfolio
* Opportunity to engage with Workspace, to drive forward re-development plans in the next 3 years
 Significant opportunities to demonstrate pro-activity (i.e. leverage of the Council’s use of assets), generating
positive messaging, and / knock-on effects to wider regeneration initiatives, notably planned increase in
employment space (unusual in the current market in this location)
* Outcome flexible — a short or long term position could be negotiated
* Weaknesses

* Silo approach to asset management (Operational and Non Operational) — limited visibility of operational plans/
rationale, option evaluation, and projected benefits against which a commercial play could be assessed

 Site H ‘deal’ with London Waste potentially represents a significant missed opportunity

* A development play would dent the Council’s income stream (c.£60K pa), if a capital receipt is accepted (and the
receipt may be relatively small)

¥,DTZ 3
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Portfolio observations — Asset Sampling (Industrial)

Heartlands North

SWOT

* Opportunities

Conceptual plans tabled by Workspace demonstrate an ambition to progress a mixed use scheme, delivering
enhanced commercial workspace, together with residential — likely to positively contribute to regeneration
targets in the short term (a quick win)

Opportunity to negotiate a capital receipt (to fund investment in other schemes), or a longer term equity /
revenue play, securing annual future income based on commercial, and/ or residential development, i.e. ground
rent income (a rare opportunity)

Placing site H into the mix (given the scale and location) would significantly increase the Council’s leverage, and
ability to secure a positive future income stream. On-site activities could be relocated to Marsh Lane along with
Ashley Road operations, creating a hub for activity (and potential base from which a specialist provider could
serve multiple authorities positively driving operational efficiencies)

* Threats

Delayed engagement with Workspace — development moves forward without Council involvement (adjacent land
owners should always be equally as informed as the Local Planning Authority)

Scheme stalls due to frustrated dialogue with the Council (as a landowner, and/or planning authority), and/or
other adjacent landowners

Limited visibility of Omaha Nominees plans

Workspace simply interested in buying out the Council’s interests, and unwilling to entertain proposals of the
Council’s continued interest

Competition between Heartlands North and South schemes, inhibits delivery

> Opportunities to lever redevelopment (increasing employment space), and an opportunity to protect future income
Further investigation required

Recommendations

Prioritise active engagement with Workspace, from the Council’s position as landowner, to obtain insight into status of
plans (advancement of plans, funding, development partner lined up to deliver residential element), to maximise
negotiation position

Obtain visibility of Omaha Nominees plans (obtain insights from Mountview, and latterly actively engage direct)
Potentially re-evaluate decision to release site H, and/or terms agreed to allow for a positive asset management play

v
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Portfolio observations — Asset Sampling (Industrial) -

Heartlands South
Context
* Large industrial area in National Grid ownership (a surplus site)
 Site adjacent to Council interests - Coburg Road and Western Road land parcels \
 National Grid development plans advanced c.5 years ago, albeit stalled dueto Shymesindusinal
economic climate Coburg Estate
* Agreement to dispose of Coburg Road (ADD reference to terms) o
* Council’'s commercial interests include: place land
* Olympia Industrial Estate (Lessee: London Development Agency, Ground lease exp: 2105, Tenant in situ: Turnaround
Publishing)
* 55-77 Coburg Rd (Freehold asset, various tenants)
* Bittern Place (Lessee: Stanhope Pension Trust Ltd Ground lease exp: 2075, Various tenants incl. Local-life Haringey / Blue
Nile Clothing)

Kingfisher
place
Bitten
place

SwoT
* Strengths
* National Grid scheme now moving forward at pace (underpinned by planning approval, and agreement with
LDA) — plans to go to market the site to developers in Q1 2014
* Weaknesses
* Relinquishing Olympia Industrial Estate will dent the Council’s income stream (c.£36K pa), and the size of capital
receipt is relatively small
* Relinquishing Coburg Road, and Western Road land parcels will dent the Council’s income stream further
(c.£50K pa +), and capital receipts may be relatively small
* Western Road land parcels, long term lease arrangements (requirement to compensate other parties)
* Opportunities
* Opportunity to release Coburg Road, and under-utilised land parcels (scruffy sites) on Western Road to the
selected developer (on similar terms to Olympia Industrial Estate)
* Threats
* Competition between Heartlands North and South schemes, inhibits delivery

> Opportunity to contribute positively towards redevelopment, and yields a capital receipt to invest elsewhere to
protect future income. Further investigation required
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Portfolio observations — Asset Sampling (Retail)

Retail Strips

Context

* |dentified 19 retail strips (instances of multiple adjacent assets)
* Explored adjacent land use (largely residential) - 14 instances of right to buys

Address Style of |[Ownership| HRA Description Upper storey usage
housing |of housing
adjacent/ | adjacent/
above above

Council RtB Other Commercial
Housing | leases | lease or LBH office
tenanted | sold use

1-5 Vincent Rd Multi storey [ Council | yes GF shops + FF & SF residential upper pars Yes il

Salisbury Rd 1-25 One storey [ Council | yes GF shops + FF & SF residential upper parts Yes Rl

Commerce Rd 4-26 Multi storey [ Council | yes GF shops + FF & SF residential upper parts Yes Nil

High Rd 832-838a Multi storey [ Council | yes GF shops + FF & SF residential upper parts One 3

Rothbury Walk 40-94/161-197 Park Lane | Multi storey [ Council | yes GF shops + 3 floor blocks (flats 1-98) residential upper parts Yes 23

Ellenborough Court Multi storey | Council | yes GF shops + 3 floor blocks (flats1-28) residential upper parts Yes 9 -

High Rd 594, N17 Multi storey | Council no GF shops + FF & SF offices above MIA MN/A | 3 commercial leases

Fladbury Rd 547 Multi storey [ Council | yes GF shops + FF residential upper parts Yes 2

High Cross Road 123-139 Multi storey | Council | yes | GF shops + 3/4 floor blocks (flats 141-163) residential upper parts Yes 4 -

Library & Shopping Mall, High Road Multi storey | Council no GF shops + 4/5 floors offices above MIA MN/A  |LBH office use (Library)

Edgecot Grove Estate Multi storey [ Council | yes GF shops + & floors residential upper parts (20 flats) Yes 6 -

Victoria Road 2-22 Multi storey | Council | yes GF shops + 4 floors residential upper parts (7 flats) Yes 3

Walton Road 2-8 Multi storey [ Council | yes GF shops + 4 floors residential upper parts (8 flats) Yes 1

Great Cambridge Road 18-56 Multi storey [ Council | yes GF shops + FF & SF residential upper parts Yes 12

Great Cambridge Road 23-31 Multi storey [ Council | yes GF shops + FF & SF residential upper parts Yes 3

Church Road 28-44 Multi storey [ Council | yes GF shops + FF & SF residential upper parts Yes 5

Lordship Lane 342-384 Multi storey [ Council | yes GF shops + FF & SF residential upper parts Yes 2

Charter Court, Stroud Green Road Multi storey [ Council | yes GF shops + 3 floor blocks (flats 1-14) resisdential upper parts Yes 6

Veryan Court Multi storey | Council | yes GF shops + 3 floor blocks (flats 1-18) residential upper parts Yes 5

* The Library Arcade represents the only real opportunity (and further work is required)
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Portfolio observations — Asset Sampling (Retail)

Retail Strips — Library Arcade =

Context

* Mixed use asset (with car parking) on the High Street within close proximity to
transport links

* Block/ massing unusual — multi storey at front, single storey to rear
* Development orientation unusual, and retail frontage is poor
e Operational (Library + Offices) and Commercial interests within a single site
* Major commercial tenants:
* Post office — lease holding over (past dialogue suggests willing to relocate)
* Co-op—lease expiry 2026 (past dialogue suggests willing to relocate, but ’
would require compensation, plus anticipate significant costs of relocating a safe on site (£100K))
* Potential development play, creating a mixed use retail (potential food store anchor tenant on the
ground floor) + residential development to the rear (potentially developing multi-storey residential )

AR

SWOT
e Strengths

* Potential asset management / development play - reasonable size, location, and car parking
(market appeal requires further testing)

* Post office lease expired + Co-op theoretically open to dialogue
* Weaknesses

* A development play would dent the Council’s income stream (c.£215K pa), and the size of capital
receipt is potentially relatively small

* Conflict with potential operational needs / plans
* Opportunities
* Opportunity to give the asset a face lift, changing the retail frontage by utilising space in front of
the asset (in Council’s ownership), and to increase building mass substantially
* Positive asset management opportunity to engage with Co-op to explore their appetite to
develop a retail offer on site and relocate banking off site (Co-op own another bank branch
nearby)
* Threats

* Co-op potentially reluctant to engage, and /or require significant compensation

> Opportunity to contribute positively towards redevelopment, however requires further development to evaluate cost versus benefits

¥,DTZ 33

a UGL company




Portfolio observations — Asset Sampling (Retail)
Retail Strips — Sample of assets considered

Veryan Court

e Strip of retail assets with a main road frontage, Park Road (predominantly
Council owned assets above)

* Within close proximity of other commercial interests (garages to the rear, and
commercial property fronting Palace Road)

> Retain as is. Asset management play — improve environment / landscaping

SWOoT
Strengths

* Sizeable development plot if ability to clear site, and higher density
development nearby (beyond Lynton Road)

Weaknesses
* Ownership complexities (multiple parties with commercial and residential
interests)

* 5Sinstances of right to buys

* Adevelopment play would dent the Council’s income stream (c.£80K pa), if a
capital receipt is accepted (and the receipt may be relatively small)

Opportunities

* Limited to active asset management to maintain occupancy levels, or disposal
Threats

* Local objections

23-31 Great Cambridge Road

» Strip of retail assets with a main road frontage , Great Cambridge Road
(predominantly Council owned assets above)

> Retain as is. Asset management play — improve environment / landscaping

¥,DTZ 39

a UGL company



Portfolio observations — Asset Sampling (Office)
Technopark

Context
* 85% of total office rental income £504,016 (next closest asset: 71 Lordship Lane — £3
* Isolated office development (with dedicated parking) vl
* Location

* Within a predominantly residential area

* Adjacent to tertiary land use (Ashley Road depot), and green space

* Adjacent to flyover
* Stock / characteristics — Grade B stock, small units (12-100 sq m) with a few larger units (120-385 sam).___
* Council interest: 5

* Tenure: Head Lessee, 99 yr lease from 29/05/1992

* Terms: 85% of RV is paid out to Boistrous, rent net of Boistrous payment is £679,333
* Tenantinterests: Low occupation, short or rolling leases, mixed rent

* Occupation: 67% let

* Rental £80-200/ sq m (average £117/ sq m)

e Term: 1 year leases

SWOT
e Strengths
* Weaknesses
* Tenure arrangements + significant drain on income (all-in annual cost £478,878)
* Location profile + Accessibility challenges
* Building profile/ spec/ offer (check statements in Workspace report) [Tarnished by legacy]
+ Condition (check) k.
* Marketing approach
* Opportunities
* Marketing — new channels/ routes to market (direct targeting)
* New ‘offer’ / packaging (amenity / support services)
* Threats
* Building profile / tarnish difficult to overcome
* Ageing stock
* CBD offer developed (undercuts/ undermines attractiveness of proposition)
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Portfolio observations — Asset Sampling (Office)

Holcombe Road
Context

Office block on a predominantly residential street
(unusually sighted in a peripheral location)

Adjacent to commercial stock on the High Road
(within close proximity to Bruce Grove)

Office stock in relatively good condition
3 tenants with medium term interests:

* Haringey Law Centre: Exp 2017

* The OK Foundation: Exp 2020

* Promise Training Centre: Exp 2023

Adjacent commercial retail interest* - Head Lessee =

Lloyds Pharmacy, Santander Bank + 2 vacant units
[Note:*Confirm]

* Strengths
* Potentially significant scale development block in a good location

* Weaknesses
* A development play would dent the Council’s income stream (c.£40K pa+) [rReview;

* Tenure position tbc [reviews
* Opportunities

* Mixed use development opportunity — retail + residential play
* Threats

* Requires further development [review;

v
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Asset Sampling — Indicative values (if sold at auction)

Auction disposal route - Initial scan of opportunities

Sites sampled

Site Name Use | Tenure | Development Finances Variance (NBV & Auction

Angle [Y/N?) price)
NBV (£'000s) Indicative £ %
Auction Price
17 South Grove | FR Y £448 £425,000 -£23,283 -5%
23 South Grove | FR ¥ £159 £362,500 £203,062 127%
1-4 Bittern Place | HL N £582 £737,500 £155,378 27%
Units 1-3 Morrison Yard | HL N f£201 £145,000 -£56,409 -28%
The Railway Arches | FR N £1,432 £1,000,000 -£431,589 -30%
Rosebery Industrial Park I HL N £473 £462 500 -£10,123 -2%
Garman Rd Industrial Area | FR N £2,792 £3,302,500 £510,518 18%
Library Arcade R FR Y £1,899 £1,750,000 -£148,678 -8%
30-32 Lymington Avenue R FR N nfa £137,500 nfa nfa
209 Langham Rd R FR N £136 £65,000 -£70,754 -52%
260 Langham Rd R FR ¥ £182 £130,000 -£52,179 -29%
19-28 Veryan Court R FR N £992 £637,500 -£354,125 -36%
1-5 Vincent Rd R FR N £379 £205,000 -£174,187 -46%
83-85 Crouch End Hill R FR N £187 £125,000 -£61,835 -33%
730 Seven Sisters Rd R FR M £99 £72,500 -£26,795 -27%
7 Holcombe Rd Off FR/HL Y £541 £425,000 -£116,067 -21%
71 Lordship Lane Off FR N £382 £355,000 -£26,544 7%
{with renewed
132 Lordship Lane R FR N £80 £362,500 £282,017 350%
Total {Not incl 30-32 R FR £10,964 £10,700,000 -£264,493 -2%
Lymington Ave)

Observations / Commentary

* Demand is high for stock in London (regardless of
quality)

* Property characteristics / fundamentals good —
directly targets small scale developers/ investors
capable of managing assets effectively, and driving
value improvements (e.g. Improved income, and/or
residential development plays)

* Propose packaging as single lots

* Strategic placing of stock - either spread evenly
across multiple auctions in 2014, or offer as a
discrete batch at a single auction
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Asset Sampling — Indicative values (if sold at auction)

Auction disposal route - practicalities

Auction + Closing Dates

Auction Dates Closing

Wednesday 4™ December 2013 Friday 15 November 2013
Wednesday 26™ February 2014 Friday 24™ January 2014
Wednesday 215 May 2014 Thursday 177 April 2014
Thursday 10™ July 2014 Friday 6™ June 2014
Tuesday 215 October 2014 Friday 19™ September 2014
Wednesday 10™ December 2014 Friday 7" November 2014

Preparation required
* Internal approval for disposal
* Agreement on instruction / procurement basis
* Internal resource (Council) to support disposal
activities
* Compilation of all asset + title documentation
(notably requires legal support)

* Active engagement with interested parties
(lessees, current tenants, and potentially
adjacent landowners)

Disposal of smaller assets (sub £1 million in value)
via commercial auction offers a flexible and swift
exit route that is also likely to maximise disposal
proceeds for these types of assets.
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Potential strategies

Asset characteristics

Haringey should only retain individual assets for
positive reasons. Examples of such reasons are:

* The asset generates a high income yield (or has a
high probability of doing so in the near term)

* The asset has potential for strong income
growth

* The asset is in a strategic location. That could
mean that it is adjacent to another Council
property (commercial or operational) orin a
regeneration area and as a result there is a
compelling reason to retain the asset.

* The asset performs a wider social or well/being
benefit that is considered significant

Portfolio balance

The ideal portfolio will comprise assets that reflect
the above characteristics, include a balance of asset
type and have a higher average rental value for each
lettable unit.

Portfolio management

There are several factors to consider:

Management philosophy — Haringey needs to
balance the commercial returns that are
achievable from real estate assets with other
social considerations. If there is some discretion
to allow social considerations to override
commercial outcomes, there should be clearly
defined parameters of what is acceptable and
how governance operates.

Management information —a new system is
being implemented but will not be operational
until [XXX 2015]. The property team need good
quality timely management information to
manage the portfolio. An interim solution that
provides essential information is needed.

Out-source property management —is one
option available as is re-aligning roles and
responsibilities within the current property
team. At this stage, we do not believe
outsourcing is the optimum solution.
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Asset Categorisation

Indicative views on categorisation

Portfolio ranking tool WDTZ mwocremsoe

Contents

One of the exercises undertaken during this phase of

the project was to run the portfolio through a -
ranking tool. F R o — T Ay
|48 "su'u'mcmvezx t&ouih Grave 33 2 107 30 7" 7 23/
534 ﬁesms‘mes ligh Rd, Blenheim Rise : 12: lg: 32: 1;: 10 32:
We used 6 criteria which are primarily focussed on = E_:EE S E A A A A A
financial performance and populated the tool using Bt e o i FANE S O S
data provided by Haringey. LT — A R S S
The data does need to be validated and the basis of -
calculation considered prior to taking any decisions
based on the outputs. we~ (e | Asset review template

However, this tool is the first important step to
identify properties for disposal.

An evaluation of location of each asset needs to be

added to the analysis. These can be assimilated as ‘ L
scores into the tool or added as supplementary e "

factors that influence the sell/retain decision.

For governance purposes, a template can be

completed for each property which describes the
property in more detail and supports the chosen
asset strategy.

ettt e (T hokd)
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Asset categorisation

Overall portfolio — indicative findings

Observations

Strong N

Financial
performance

Weak

~

Commerce Rd (R) .

The Laurels (QO) .

.Broadway Annex (R)

Tottenham Green W’shops (1)

Munro Works (1)

Garman Road (1)
Leeside ()

Bittern Place (l)

Wood Green B’
Centre(l)

Clarendon Road (1) .
. Single retail unit e.g. Seven Sisters Rd (R)
N. Park, Resource Centre (QO).

Narrow

Strategic & /or

Socio e

Broad
conomic

Top performers

Demonstrate strong
income, and yield, and low
debt, and support local
employment

Examples:

Large industrial strips /
relatively high employment
(Garman Rd, Leeside)

Ground lease examples
(Bittern Place & Wood
Green Business Centre)

Quasi office with public
sector tenant (The Laurels —
PCT — location tie)

Large retail asset (Broadway
Annex)

Weak performers

Significant cost liability
(Munro works]

Nil income (N.Park Resource
Centre, Clarendon Rd)

Income return marginal
given payments
(Stonebridge & Tottenham
Green w’shops)
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Asset categorisation - Tottenham

Overall portfolio — indicative findings

Observations

Strong N

Financial
performance

Weak

KI'he Laurels (QO) .

Tottenham Green W’shops (1)

Munro Works (1)

Garman Road (1)
Leeside ()

Bittern Place (l)

Wood Green B’
Centre(l)

Clarendon Road (1) .
. Single retail unit e.g. Seven Sisters Rd (R)

N. Park, Resource Centre (QO.

Narrow

Strategic & /or Broad

Socio economic

Top performers

Demonstrate strong
income, and yield, and low
debt, and support local
employment

Examples:

Large industrial strips /
relatively high employment
(Garman Rd, Leeside)

Ground lease examples
(Bittern Place & Wood
Green Business Centre)

Quasi office with public
sector tenant (The Laurels —
PCT — location tie)

Large retail asset (Broadway
Annex)

Weak performers

Significant cost liability
(Munro works]

Nil income (N.Park Resource
Centre, Clarendon Rd)

Income return marginal
given payments
(Stonebridge & Tottenham
Green w’shops)

DTZ

a UGL company
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Alternative Investment

Considering alternative investment options

* Review
* |deal stock characteristics
* Obtain market intelligence, and ability to match availability with criteria

* Review likely return profile + cost of churn (relatively small improvement across multiple assets could drive
positive results)

* Ideal stock

* General characteristics
* Good fundamentals - Increased scale, quality (stock & tenants), and reasonable access characteristics
* Simplified tenure arrangements - potentially relinquish leasehold assets with obligations/ payments
* Increased clustering - potentially within regeneration areas (future value add angle)

* Asset class characteristics
* Industrial stock — reasonable scale, reasonable access (ability to input low investment & drive returns)
» Office stock — potential creative industry / business centre assets

* Retail units yielding higher rental/ better occupancy and in locations where influence could be exerted
on regeneration plans

¥,DTZ
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Portfolio Management

Options

Out-source

The whole range of property management activities
can be out-sourced. The scope of property
management services includes:

» Strategic fund management — responsibility for
investing a fund with discretion over acquisition
and divestment decisions

» Strategic asset management — responsibility for
all decisions over assets within a portfolio,
typically related to letting and tenant strategies

* Estates management - can encompass a wide
ranging scope of services including rent reviews,
lease renewals, service charges, dilapidations and
managing the property database

* Financial management — raising tenant invoices,
paying supplier invoices, service charge
accounting, financial reporting and cash collection

* FM —soft and hard FM, Health and Safety,
Sustainability, Energy and Insurance.

Market scan

Like many markets, the potential providers of
outsource services can be broadly categorised as
national, ‘mid-tier’ and local.

Local providers will have knowledge of Haringey and
be comfortable with the average lettable unit size.
On the downside, they will not have sophisticated
systems, robust processes and breadth of expertise
and experience of a national provider.

The ideal solution for Haringey would be a national
provider, supported by a local agent or a mid-tier firm
with a good quality property management offering,
experience of working with local authorities and
knowledge of the local market.

Due to the characteristics of the property portfolio
and the accessibility or unavailability of property
information, at this stage in the evolution of the
commercial portfolio, out-sourcing the management
of the commercial portfolio is unlikely to be the
optimal solution.
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Portfolio Management

Options

Market scan (cont)

Outsourcing property management of the
commercial portfolio could deliver benefits for
Haringey, but first Haringey need to:

* Beclear on the objectives for the outsourcing
* Consider the impact on the operational portfolio

* Consider the level of delegated authority over
asset management or portfolio management
decisions (due to the political sensitivity of
decisions impacting real estate assets)

* Ensure that the package offered to the market is
commercially attractive to the type of partner
Haringey are seeking to work with

* Establish a robust database of portfolio
information and supporting documentation

It may also be beneficial to have delivered some of
the early portfolio transformation, so eliminating
some of the lower quartile properties. This will both
raise the quality of the average portfolio unit and will
also demonstrate the Councils intention to improve
the portfolio.
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Action plan

The high level action plan can be broadly summarised.......

January 2014 February 2014 March 2014 April 2014 May 2014 June 2014
Define portfolio
parameters -

Segment the portfolio

Retained assets —
create asset plans

Assets for disposal —
set exit strategy

Acquisitions — market
search and evaluation

implement L2 D0 D D D D D D D I D 4

Define reporting
requirements

Short term fix — scope
and define

Build and implement
short term fix

Scrub of real estate
data

Revi d feedback
on report definition L D D0 2 2 D 20 2 D D D D) 4
Liaison with SAP
implementation team
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What Good Looks Like

Good Practice

* Clarification of investment
objectives — aligned with asset
management plans and practices

4765252

* Clarification of investment :
Objectives — exceedin g benchmark I Eialew Pt asien  wae  mn o s ane

GIREMAEAE GMAESAZEN ELNIRIIE G AZSNE AN ENZATA GANENINE GSAZIENAM

122,400 111,351 EEIKTH 1,495,300 57,030,071

15,708,061

target returns -

=i =

* Classification of assets (RAG) z ;

against objectives (underpinned by I
reliable data)

1375 ] i 5,341
1,501 1,744 i 7 5,241
] m 1 L]

A6 MG LIS AR LETTRT R At N ]
2EM AN 5,925,314 6 - [KITRTH
mwf  11AIG RN ALEESANE 4 3NENNY LML ASA I
1 GNERINEATE  GARSPENIZ  GRTAZSN G5 ASLENN 532320474

° Quality management information,
utilising dashboard style S DD S g e pi

presentation and KPIs (regularly = | — e R

. IL==s=hold Properties - - [Freshald Properties . 1 Ssszencyin SV owiates tn CEAR aormm the cegon ho SIS R 1K ooy
revlewed) ji : :i T Dmameny far M Ease n ORAR Sz oo
: é: ; o
* New governance structure — to aid : : e

swift decision making

* Clear implementation plan & high
guality execution
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Headlines & Highlights Summary

Headline and Highlights Summary

Risks & Opportunities

Profit & Loss
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P&L Analysis

P&L Analysis
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Arrears Analysis

Arrears Analysis

Total Aged Debtor analysis
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Risks & Opportunities

Risks & Opportunities

Top 10 Key Risks Risks & Opportunities on Uncontracted Costs
- Budget P & Limpact . # Actions
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Prepayments & Accruals

Appendix C

Prepayments & Accruals

Prepayments
y of al Prepay nts Amount ( Variance Amount Comments / Action Required
Prepayments
0 Building 1 2,500,000 500,000 | Service charge amounts in dispute
& Months
250
Building 1 1,600,000 320,000 |Rent review settled at lower than passing
200 5 Months ®
=8| Building 1 650,000 97,500 |DTZ have queried rent renewal
150 5
4 Months 3| Building 1 300,000 7.500| Service charge amounts in dispute
100 -3
a
a0 == Building 1 150,000 90,000 |Rent review settled at lower than passing
3 Months 8
e
o , . . . . ) =8 Building 1 40,000 4.000|DTZ have queried rent renewal
w p pYe o o 5
BActual <1 Manth  BAciual >1 Menth ~ ORAF  BBudgst  BPrior Year WRent  WService Charge  SOther = Building 1 15,000 5,250 | Sevice charge amounts in dispute
a
S
Comments / Actions = Building 1
(10,000) (3,000)|Rent review setiied at areater than passing
Exceptionals: Schedule of unreleased prepayments. Building 1
Building 1 (3,000) (1,950)| Rent review settied at greater than passing
Building 1 (1,500) (1,125)| Rent review settied at greater than passing
| Totat 5,240,500 1,018,175

Accruals
Analysis of exceptional Accruals Proparty Amount (£) riance Amount Gommanta/ Action Raquired
Accruals
300
- Building 10 1,600,000 480,000 |Lease renewal at PACT. Determination due next quarter
250
Buikiing 11 250,000 75,000 | RENt review negotiations ongaing. RAF shows significant
increase likely
200 5 Months -
2 Rent review negotiations ongoing. RAF shows significant
s
=il Building 12 150,000 45,000 00 e Tely
150 S
4 Months 2 Rent review negotiations ongaing. RAF shows significant
100 =g Buitding 13 70,000 21,000 00 o ey
8
50 4 Months & Building 14 68,000 20,400 [Interim dilapidations claim received from landlord
o o 200 £a00 600 £800 £1.000 £1.200 E Building 15 60,000 18,000|Sewvice charge dispute ongoing
- Actual RAF Budget Prior Year =
mAcwal <1 Month  mActual=1Month  SRAF  mBudget  mPrior Year aRent = Sarvice Charge  Bther E— Building 18 35,000 10,500 | Service charge dispute ongoing
Comments / Actions Building 17 15,000 4,500 | Senvice charge dispute ongoing
Building 18 8,000 2,400 | Senvice charge dispute ongoing
Exceptionals: Aged profile of exceptional items where DTZ has not received an invoice .
Building 19 5,000 1,500 Service charge dispute ongoing
Total 2,261,000 678,300

Prepayments
Trend Analysis

.
2
Z
Z

F
7 7
E A
E E
E Z
E e
E e
E P
E A
E A
E Z
A E
E E
E E
E P
E A
P E
A e
¢ e
E E
Z E
Z Z

oat
— Frior ear

Sep
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Accruals
Trend Analysis
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— actual
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P

oet
— riar vaar

Dee  Jdan
—=— Buagst

Movement

Service

Increase in Prepayments

1,200,000

Total

Released to P& L
Net Movement

1,500,000
2,700,000

nent

Balance B/ F

300,000

Rent

Charge

Increase in Prepayments 3,500,000
Released to P& L 4,000,000
Net Movement [ 7.s00,000]
Closing Balance 3,100,000 500,000 80,000 3,680,000
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Budget
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5000 100,020 o 100,000 100 000 100,000 100,00
Assumptions
0 0 o Roct Assumptiens Ratas Assumpiens
50000 £0.000 50.000 i rant of VAT i asicatie) 1 Mo VAT bo b paid on rates busdgets
100,00 100000 0000 ~ )
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