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1.0 Purpose of Report  
 
1.1. This report is submitted to Cabinet to agree the sale of Liphook Services, 

an investment property 
 
2.0 Recommendation  
 
2.1. It is recommended that Members: 

 
2.1.1. agree the freehold disposal of Liphook Services at a sum not 

less than that set out in Item 1a of Appendix 1; and 

 
2.1.2. agree the completion of this transaction be delegated to the 

Director of Regeneration and Place in consultation with the 
s151 and Monitoring Officers. 

 
3.0 Executive Summary  

 
3.1. Options have been appraised and this disposal of the freehold of the 

whole Liphook Services site is the most economically advantageous. 
 

3.2. Costs of sale to be funded from capital receipt or from existing budgets if 
deal does not proceed to completion. 

 



3.3. This property will form part of a wider transaction and there is a risk that 
the purchaser may not proceed if the property no longer aligns with their 
wider needs. 

 
3.4. Commercial property acquisition protocols are now more robust and 

sophisticated, greater due diligence is now undertaken on investment 
acquisitions including covenant strength by experienced officers thereby 
mitigating the risks of similar issues arising in the future. 

 
4.0 Additional Budgetary Implications  

 
4.1. Cost of sale up to a maximum of 2% of the sale price would be funded 

from the proceeds of sale. 
  
4.2. If the transaction does not proceed to completion, EHDC may have 

incurred abortive costs for legal fees, which will require funding from 
existing revenue budgets, as there would be no proceeds of sale. In this 
case, abortive legal costs will be paid from the EHINVP/legal fees 
budget and there are sufficient funds to cover such costs. 

 
4.3. A freehold disposal will reduce EHDC’s income by the amount of rent 

currently received from 23.5 Degrees (Starbucks) shown in Item 2 of 
Appendix 1. EHDC will save on the current annual property holding costs 
as detailed in item 3 of Appendix 1.  

 
4.4. Appendix 5 sets out the Capital and Revenue costs incurred from 

acquisition until present.  
 
5.0 Background and relationship to the Corporate Strategy and 

Directorate Business Plan/s 
 

5.1. Background 
 
5.2. The site (1.85 acres) contains 2 buildings; a two-storey hotel, a 

Starbucks coffee house and 66 car parking spaces. 

 
5.2.1. EHDC purchased Liphook Services in November 2014 as an 

“off market” opportunity in accordance with its policy to invest in 
Commercial Property. The property was introduced to EHDC 
by Vail Williams (VW), who advised the Council on this 
purchase under a sole agency basis. There was an expectation 
that the site could be re-developed and/or support a third unit 
as set out in the VW sales brochure. 

 



5.2.2. The premises were marketed to EHDC by the agent Vail 
Williams on the basis of development opportunities (subject to 
the usual caveats and disclaimers). 

 
 

5.2.3. Following a more detailed evaluation of the development 
options after purchase (undertaken in mid 2018), it became 
apparent, after consultation with the EHDC Tree Officers, that 
the scope for further/ future development was limited by the 
presence of trees and tree roots. 

 
5.2.4. Details of the purchase price, associated costs and net initial 

yield are set out in Item 4 of Appendix 1. 
 
5.2.5. At the time of purchase, the site was fully let. However, the 

hotel tenant quickly became an issue after the purchase 
completed in November 2014 – disputing rent due in December 
2014 and subsequently falling behind with various payments 
between 2015 and 2017. A summary of the debt is shown in 
Item 5 of Schedule 1. 

 
5.2.6. Court proceedings were issued in April 2017 and possession 

recovered in July 2017.  
 
5.2.7. Given the visible evidence of dampness throughout the ground 

floor, a survey was commissioned from Alpine Surveys and 
their report dated 8 August 2017 recommended stripping out 
the bathroom suites on the ground floor, as well as the 
damaged flooring. As a result, all the ground floor bathrooms 
had to be stripped out along with flooring down to concrete slab 
level, to allow these areas to dry out. 

 
5.2.8. Statutory compliance testing on the electrics and water have 

meant those supplies have had to be isolated, other than a 
supply for the fire alarm. 

 
5.2.9. Vail Williams were appointed to act on behalf of EHDC in Q3 

2017 based upon their historic dealings and relationship with 
EHDC over many years, local market knowledge of the area, 
the dearth of suitable alternative agents in the locality and the 
due diligence previous undertaken on our behalf in 2014 when 
the site was acquired. VW proactively marketed the site but 
viable expressions of interest were limited due to location, 
condition etc 

 
5.2.10. In June, July and Aug 2018, various spates of vandalism took 

place to the hotel premises despite fortification of the doors and 



weekly inspections by Officers. All cabling and copper pipework 
was removed causing serious damage to the premises at an 
estimated cost of £100k. The insurance officer was contacted 
in order to pursue a claim however we were advised that 
vandalism and theft was not an insured risk under our policy 
and therefore we could not pursue and progress an insurance 
claim. That aside, the remedial works were not undertaken so 
no additional costs were incurred by EHDC. 

 
5.3. Marketing  

 
5.3.1. Instructions to market the hotel for sale were given to Vail 

Williams in October 2017. Consideration was given to VW 
previous role as investment consultants for the acquisition, and 
it was felt that they would be incentivised to prove their earlier 
acquisition advice was accurate. In addition, there was deemed 
to be a lack of alternative marketing agents in the area. 

 
5.3.2. VW brought on a sub-contractor hotel specialist to assist with 

targeted marketing to national budget hotel operators.  
 
5.3.3. The marketing particulars from February 2018 are included in 

Appendix 2  
 

5.3.4. A ¼ page advert was placed in the Estates Gazette on 2 
February 2018 edition.  

 
5.3.5. Online adverts were arranged with the agent’s own site, and 

EG PropertyLink from 6 February 2018 to 6 May 2018, with an 
additional EG Network Banner running on their website from 6 
February 2018 and 20 February 2018. 

 
5.3.6. The property was advertised ‘to let’ and ‘for sale’ with its 

existing use, with the aim of receiving offers not just from hotel 
operators but also bidders making conditional offers for 
changes of use.  

 
5.3.7. The property has not been taken off the market although active 

promotion has reduced. The particulars remain available 
online. 

 
5.3.8. The premises are/were being marketed on a freehold and 

leasehold basis clearly identifying development opportunities 
including an ‘illustration of possible development’ 

 
 



 
6.0 Options considered and reasons for the recommendation 

 
6.1. Do nothing (not recommended) 

 
6.1.1. This option would consist of continuing to hold the site as an 

investment, receiving income from the 23.5 Degrees 
(Starbucks) lease, as set out in Item 2 of Schedule 1, until the 
expiry of that lease on 20 December 2022, subject to an option 
for Starbucks to renew their lease for a further 10-year term. 

 
6.1.2. The former hotel is considered likely to remain vacant, given 

the vandalised condition of the former hotel, limited interest 
shown during marketing, and incurring holding costs as 
detailed in Item 3 of Appendix 1. The holding costs are approx. 
£34k pax excluding those costs that were written off approx. 
£107k following the forfeiture of the hotel lease (historic 
costings are set out in Appendix 5). 

 
6.1.3. The gross running yield of 2.6% identified in Vail Williams’ 

Valuation Report dated 31 March 2019 does not meet the 
required returns. 

 
6.1.4. For the reasons above, this option is not recommended. 
 

6.2. Sell the freehold (recommended) 

 
6.2.1. This option would entail a freehold disposal of the site for 

development of the former hotel building and with the benefit of 
the existing lease to Starbucks. 

 
6.2.2. Splitting the site has been discounted on the basis that this 

would create two very small investment lot sizes and entail 
management issues over a shared access and car park. 

 
6.2.3. The March 2019 asset valuation of the site was based on an 

investment method approach and is a good indication of value 
for the purposes of confirming best consideration would be 
achieved with a sale at this price. A copy of the asset valuation 
report is included in Appendix 2. 

 
6.2.4. An overage provision has been considered – and would usually 

consist of a percentage of increase in value on implementation 
of planning permission for alternative use. 

 



6.2.5. If the hotel is developed for an alternative use, it is unlikely 
there will be an increase in capital value as set out in the 
Financial Appraisal – Item 6 of Appendix 1, prepared by 
EHDC’s investment property fund manager.  

 
6.2.6. In March 2019 a potential purchaser contacted the Property 

Services Team directly, expressing an interest in buying the 
site. Their initial offer was below the current valuation and the 
Property Services Team Leader negotiated an increase 
equating to 18%. Their offer is on an unconditional basis, 
providing a clean break for EHDC with no ongoing input or 
liabilities. 

 
6.2.7. Although the offer to purchase Liphook is unconditional there is 

a risk of the disposal not proceeding if the purchaser considers 
the need for this site has ceased.  

 
6.2.8. In Item 6 of Appendix 1, the investment property fund manager 

identifies this offer as providing a baseline capital value against 
which the other options should be assessed. 

 
6.2.9. On the basis that this option provides the greatest capital value, 

it is recommended that the freehold of the whole site is sold for 
a price not less than set out in Item 1a of Appendix 1.  

 
6.2.10. Whilst the disposal proceeds are less than the purchase price 

paid in Nov 2014, this represents ‘best consideration’ under 
s123 LGA 1972 and reflects the disabilities from which the site 
suffers includes location, condition and the limited development 
prospects due to the presence of trees. 

 
6.3. Alternative schemes  

 
6.3.1. A number of other schemes have been considered and 

discounted as being either unviable or not providing best 
consideration. 

 
6.3.2. These schemes have included budget hotels, food and 

beverage outlets, and offices, in many cases requiring further 
capital investment by EHDC. 

 
6.4. The Council Developing a third unit (not recommended) 

 
6.4.1. It became apparent in a survey commissioned by EHDC from 

Barrell Tree Consultancy dated 5 October 2018 that there are a 



number of mature oak trees on the site which significantly 
constrain the development potential. 

 
6.4.2. In addition, feedback from planning policy referred to the site 

being subject to countryside policy CP19, and therefore subject 
to development constraints.  

 
6.4.3. Planning referred to a recent Appeal Decision reference 

number APP/M1710/W/16/3162359, where CP19 (and others) 
were considered by the Inspector to have “significant weight” 
where determining a planning application on countryside land, 
as well as stating that there must be “proven need” for the 
development. Without an interested party, it was not possible to 
address the question of need.  
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8.0 Legal Implications 

 
8.1. EHDC owns the freehold of Liphook Services (see attached Land 

Registry title and plan attached as Appendix 4) and under s123 Local 
Government Act 1972 may dispose of land in any manner they wish, 
provided this is not for a consideration less than the best that can 
reasonably be obtained.  

 
8.2. The land does not include any open space and therefore is not subject to 

advertising requirements in s123 (2A). 


