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What is the
man who made
Kylie a star and
who fronted
Pop Idol doing
on the cover of
Property Week?
Turn to p34

to find out
about Pete
Waterman's
new central
London office
project

REITs

BY MOLLY DOVER

CHAMPAGNE CORKS WERE POPPING ON
Wednesday as the prospect of billions of
pounds pouring into property through UK REITs
finally became a reality.

Property share prices soared in their biggest-
ever one-day rise after chancellor Gordon
Brown swept away a raft of doubts that have
beset REITs' progress since they were first given
the go-ahead in December 2003.

Immediately after the announcement, Land
Securities' shares smashed through the £20
level for the first time, rising 12% and adding
more than £1bn to its stock market value.

British Land, Liberty International, Slough
Estates and Hammerson also rocketed to their
highest-ever share prices. Their market values
rose by a combined £1.57bn on the day.

After more than two years of deliberation,
Brown responded to industry demands and
revealed a conversion charge based on assets,
rather than on a percentage of Capital Gains Tax
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as many had feared. Companies will be charged
2% of the gross market value of their assets if
they convert to a REIT from 1 January 2007.

This is far less than quoted companies would
have had to pay if the conversion had been
levied on Capital Gains Tax, but it means that
offshore companies that convert will have
to pay to do so.

British Land chief executive Stephen Hester
told Property Week: 'Selecting assets as a basis
for the conversion charge will be simpler to
enforce and doesn't penalise past success,
which Capital Gains Tax would have done.

It is favourable for British Land as we

break out

probably have the biggest Capital Gains Tax.’

Land Securities chief executive Francis Salway
said: ‘Tam pleased the government has taken
on the many points made by the industry.”

The chancellor also more than doubled
to 80% the level of gearing a REIT would be
permitted, addressing a concern for the more
highly geared companies such as British Land.

Further changes in line with industry
demands were a reduction in the profits that
have to be distributed to shareholders to 90%
from 95% and the relaxation of the proposal to
prohibit companies with a single shareholder
holding of more than 10% from converting.

Ian Coull, Slough Estates chief executive and
president of the British Property Federation,
said: ‘The government has addressed some of
the bigissues that the industry was concerned
about. Now we have to really study the detail
that will come out over the next few weeks.’

Liz Peace, chief executive of the BPF, said: 'I'm
really pleased about the genuine movement
from the Treasury. It is clearly good news.’




SOMEBOD

SLEEPING BAG

THE FAMILIAR MIDLANDS VOICE THAT KEPT MILLIONS
watching TV's Pop Idof on Saturday nights
suddenly increases by a few decibels.

"I told you so," bellows Pete Waterman, record
producer and Pop Idol judge, in the direction of
Daniel Mendoza, his property agent, with all the
ebullience of someone who has been spotting
winners for more than 30 years.

Waterman relishes being right. Has he given
Mendoza, principal at Ereira Mendoza, a lead
that he has followed for the letting of County
Hall on the south bank of the Thames?

No, Waterman had predicted that Crash

would win the Oscar for best picture. He sits
in his office in County Hall, talking about the
film with such passion, persuasion and
unexpected introspection that anyone would
want to cut short the interview and rush out
to buyit on DVD.

But it is worth staying put to listen to
Waterman, London's newest and most
unconventional landlord, talk about his plans
to find tenants for the remaining 300,000 sq ft
(27,870 sq m) of County Hall. He moved the
office of Pete Waterman Ltd (PWL) into the 1922
extravaganza of municipal pride just before

Christmas, having relocated his recording
studios from Borough High Streetinto County
Hall three years before.

His offices are on the ground floor in what
was once a crude bolt-on of space: it previously
housed the GLC licensing department, in one of
the inner courtyards of the 1m sq ft (92,900
sq m) building, where generations of motorists
queued to buy their tax discs. Nowadays, the
discs are gold and platinum, stretching down
the long office as far as the eye can see.

The PWL office will illustrate to prospective
tenants how County Hall can be transformed.
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Waterman, Mendoza and his partner David
Ereira will create similar offices as show suites
to market the County Hall Quarter.

Itis a 'quarter’ because that is the
fashionable word for restoration projects. It is
also represents 25% of the space in County Hall,
which, amazingly, has remained derelict since
1986, when prime minster Margaret Thatcher
legislated to axe Ken Livingstone's Greater
Llondon Council.

Ereira and Mendoza were at the MIPIM
property conference in Cannes last week, giving
out what they describe as 'teasers' about the
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B Pop impresario Pete Waterman is hoping to turn
300,000 sq ftin London's County Hall, which has
remained empty for 20 years, into a hit with occupiers.

Christine Eade reports
Photographs by Toby Glanville

300,000 sq ft (27,870 sq m) of central London
offices to let, which no one knows about.
Although, as Ereira says: 'Itis not easy to keep
300,000 sq ft a secret.’

The London Residuary Body sold County Hall
to Japanese company Shirayama Shokusan for
£70m in 1993. After substantial lettings of
space for an aquarium and a couple of hotels,
Shirayama granted a long lease on the empty
space to a consortium of property developers,
which brought in an accountant, Jit Chauhan,
to let space to media companies.

Waterman arrived as a tenantin 2002 and
joined the consortium. It soon became Cadogan
Leisure Investments - unrelated to the Chelsea
estate, but named after Susan Cadogan, the
singer who gave Waterman his first hitin 1975.
A few media companies signed up, and so it
might have continued, if the accountant and
the entrepreneur had not let the former
banqueting rooms to Charles Saatchi for his
modern art collection in 2003.

There ensued a fight more entertaining than
anything Ken and Maggie ever managed. In
October, the High Court evicted Saatchi for being
in breach of his lease by, among other things,
littering County Hall's common areas with
modern art.

During the court proceedings, Waterman
tried to act as peacemaker. Even today, he looks
on the antics of his former tenant with wry
amusement. Saatchi was fun - and Waterman
wants County Hall to be all about fun.

‘Ithought Charles Saatchi was superb,’ says
Waterman generously. ‘But we all have to have
limitations in buildings. I came in one morning
and thought I had kicked somebody lyingin a
sleeping bag. Butit turned out to be a bronze
sculpture worth £190,000. I really thought
someone was sleepingin the corner,

‘Tsaid: “Charles, we have got to make this
work. You can't put that in the corner, because

it looks like a sleeping bag. We might get 16
refugees sleeping in the corner, and I won't
know whether they are refugees or a work of
art.” I told him it was very clever, but he just
had to keep all thisin the gallery. It was just
getting a bit silly.’'

We walk round the stately, yet deserted,
gallery, as staff lay red carpets and hang drapes
as a setting for corporate entertainment
for bankers.

Chauhan reveals: 'We are looking at using the
gallery as exhibition or conference space, and
we are in discussion with a number of people.’

On 8 March, the Saatchi company that owned
the lease was wound up by the High Court,
still owing Cadogan £1.8m. Waterman and
Chauhan relish their reputations as tough
landlords. Saatchi will reopen next year as a
tenant of the more famous Cadogan Estate in
the Duke of York's Barracks, off the King's Road.

HIT PARADE

Meanwhile, Waterman, Chauhan, Mendoza and
Ereira begin their campaign to male the rest

of County Hall habitable for creative people
who play by the rules.

In June, Cadogan spent £3.5m installing a
Teflon roof over the light well to the north-east
of the GLC debating chamber. A bridge was
constructed across the new atrium, and three
wall-climber elevators were installed, as the
building had been constructed without [ifts.

Even before such improvements were made,
Waterman had been leasing space to tenants
with a manic determination that would put
the most eager office agent to shame.

A good example is the letting to his friends
at the British Phonographic Industry (BPI),
the record industry’s trade association, which
moved into offices with a river view on the
second floor of County Hall.

Waterman recalls: ‘Their rent in Savile Row =







