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Privates on parade

12.01.01
By Helena Keers

More than ever before, the private property sector seems the place to be. In this report we examine the network of old
friendships and the 'I'll scratch your back, you scratch mine' culture that make the sector tick

This could be the year of the private property companies. Last year nearly 20 quoted property companies, with around
£2.4bn of assets, disappeared from the public sector as the result of management buyouts, takeovers and liquidations.
Some of the industry's biggest names — MEPC, Capital Shopping Centres, Allied London and Frogmore — have been
among them.

The new crop of formerly public private property companies will now enter an altogether more colourful but secretive
world; one in which men, whose names are known only to the most knowledgeable of insiders, own the landmark
buildings that we walk past every day.

Just two years ago, few private developers and investors who chose to go on the record denied that they were
considering flotation. It was the easy way to get back that money tied up in investments and to raise the finance
needed for rapid expansion. Around £250m was a common figure quoted as the threshold for going public.

Now, with stock market sentiment turned away from property and the remaining public companies trading at massive
discounts to net asset value, few would consider flotation, and the private companies are the envy of many plcs.

Greycoat, which invests in and develops offices in central London, and has a portfolio of around £330m, went private in
July 1999 after a management buyout. Chief executive | k Peter Thornton believes that trading in the private sector is a
more comfortable option.

'In a private company you only have your own owners to think about,' he says. "We can concentrate on the business in
hand.

'More than half my time over the last few years of the plc was taken up by corporate matters. We were always a
takeover target and we had problems with shareholders calling EGMs and trying to change the nature of the company,’
he says.

'The discount to NAV is so demoralising — you can't use your shares. For the companies that have gone private this
year it'll be a more pleasant operation. They'll go through a period of feeling quite relieved.’

Greycoat's problem has been raising equity. The MBO had very little remaining equity built into the arrangement, so
Greycoat has had to put together limited partnerships with funds to split the responsibility for raising cash among a
number of partners.

Goals reached

John Kennedy, chairman of Edinburgh-based Kenmore Investments, agrees that joint ventures are the way forward.
Kenmore, which is regarded as one of Scotland's most dynamic property companies — with a portfolio of around £88m
built up from a base of only £200,000 in 1986 — has established MK Capital, a fund for US-based property investors. It
is now fully invested up to its original $30m target and Kennedy is in the process of expanding it to $100m.

The larger private companies that have been building up to flotation for years must now find an alternative method of
financing their expansion. Sol Zakay, chairman and chief executive of one of the biggest, Topland Group, with assets of
more than £1bn, sees US-style securitisation as the best bet.

Topland is looking to add another £1bn to its portfolio over the next two years and will concentrate on prime property in
attractive locations and on long leases. This can be put together into packages and Topland can then sell bonds on the
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income stream.

Zakay is also looking at making money from the provision of additional services to tenants, including an across-the-
board deal with a telecoms operator to provide broadband access. Zakay describes it as 'a fairly firm idea, but not close
to signature'. He is also looking at | k expanding outside the UK into central and eastern Europe and is considering an
investment in Belgium.

One of the chief advantages of private companies is greater speed and flexibility in decision-making. With no
shareholders to answer to and less transparency required, sudden departures from companies' business plans are
possible should an opportunity arise.

Zakay says that the £45.4m purchase of 51-55 Gresham Street, London EC2, from Land Securities in November is a
good example of this: 'We got the contract on Tuesday and Tuesday week we completed the deal — our lawyers
probably worked 18 hours a day.’

Kennedy agrees: 'One of our great strengths is that we don't have to go through a long decision-making process to buy
and we don't have to achieve results at the end of the year. Our independence is very important.'

Hidden strengths

Perhaps the most important strength of private companies is one that is hard to pin down and one that few are willing to
talk about. The behind-the-scenes network of friendships, old allegiances and 'I'll scratch your back, you scratch mine'
understandings that develop out of the public eye and bind them together.

It's vital. It's how you get the deal flow,' says Anton Bilton, chief executive of Knightsbridge-based Raven Group. 'Most
private property companies are based on private equity flow, so you need to get very good deals and you need your
network for that.'

It is a network of competitors so they are not always helpful when chasing the same deal, but contacts pass
developments and investments from hand to hand after they have taken them as far as they wish and made their profit.

Bilton is a friend of Stanley van Gelder, general manager of Jack Dellal's highly secretive Allied Commercial Holdings,
which occupies offices just a few hundred yards from those of Raven Group and an old associate of Ron Persaud of
Cuckfield Group (see right).

The new entrants to the private sector are a different breed, used to maintaining a greater level of transparency. They
could change the image of private property companies forever — or perhaps they will return to the old ways and
embrace the mysterious fraternity of which they have become a part.

Property Week&#8217;s rough guide to the private property sector.
Compiled by Tristan McConnell

Allied Commercial Holdings

Chairman: Jack Dellal

GM: Stanley van Gelder

HQ: Knightsbridge, London

Founded: 1940s

Portfolio: chiefly development (18,580 sq m/200,000 sq ft); small investment portfolio; much in JVs
Value: £600m

Bride Hall Developments

Chairman: Danny Desmond

Joint MDs: Nigel Desmond, Alistair Shaw

Development director: Robert Hume

Director: Thomas Noel

HQ: Mayfair, London

Founded: 1983

Portfolio: does not retain big investment portfolio; mainly commercial developer
Value: £30m with £200m development programme

Bruntwood Estates
Chairman: Michael Oglesby MD: Chris Oglesby
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HQ: Manchester

Founded: 1965

Portfolio: Manchester city centre office space
Value: £150m

Cadogan Estates

Chief exec: Stuart Corbyn

Finance director: Richard Grant

HQ: Cadogan Gardens, SW3

Founded: 18th century

Portfolio: 36.5ha (90 acres) of Chelsea, including Sloane St and King’s Rd; 40% residential; 60% commercial;
developing former Duke of York's HQ

Value: £1.2bn

Castlemore Securities

Chairman: Graham Whateley

Directors: Nick Mason, Andrew Robinson

Development managers: Jane Priest, Robert Buckley

Non-executive director: Diana Whateley

HQ: Halesowen, West Mids

Founded: 1970

Portfolio: national brownfield regeneration including 60% retail, 35% office, 5% residential and industrial
Value: £55m with £1bn development programme

Channel Hotels & Properties (UK)
Chairman: David Kirch Director: Gary Lever
HQ: Jersey

Founded: 1988

Portfolio: holdings in most property sectors
Value: £75m

Conegate

Chairman: David Sullivan

HQ: Soho, London

Founded: 1978

Portfolio: 90 freeholds, 50% in Soho, also in Camden, Hampstead and King's Rd
Value: £150m

Cuckfield Group

Emerson Developments (Holdings)
Chairman: Peter Jones

Director: Simon Wilson

HQ: Cheshire

Founded: 1959

Portfolio: commercial and residential
Value: £190m

Evans of Leeds

Chairman: Michael Evans

MD: John Bell

Estates director: David Helliwell

HQ: Leeds

Founded: 1968 (MBO 1999)

Portfolio: freeholds on industrial/distribution (49%), office (26%), retail & leisure (14%) and development (11%),
mostly in Midlands and the north

Value: £380m

Greycoat

Chief exec: Peter Thornton

Financial director: Martin Poole

Development director: Chris Strickland

Property director: Andrew Craven

HQ: Waterloo Bridge, London

Founded: 1976 (MBO 1999)

Portfolio: almost all central London offices, most in City
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Value: £350m

Grosvenor

Chairman: Duke of Westminster

Chief exec: Jeremy Newsum

Development director: Stephen Musgrave

HQ: Grosvenor St, London

Founded: 17th century

Portfolio: 122ha (300 acre) Mayfair/Belgravia estate is 56% residential, 36% office and 8% retail
Value: £2bn with £800m development programme

Heron Group

Chairman: Gerald Ronson

HQ: London

Founded: 1965

Portfolio: development and commercial investment; emphasis on central London offices. Also, Heron City
Value: £1bn development programme

Howard de Walden Estates

Chairman: Peter Barton

Chief exec: Andrew Ashenden

Directors: Hon Mrs Czernin, Hon Mrs Buchan, Hon Mrs White, Hon Mrs Acloque, Sir Roger Gibbs, Sir Nigel
Mobbs

HQ: London

Founded: 19th century; incorporated 1963

Portfolio: 37.3ha (92 acre) Marylebone estate (37% offices, 12% retail, 18% medical, 24% residential, 9% other
properties between Oxford St and Marylebone Rd); agricultural estate in Berkshire; Welbeck Land which has
development £400m programme

Value: £300m

JJ Gallagher

Chief exec: Tony Gallagher

Director (residential):David Carden

Director (commercial):Paul Cross

HQ: Birmingham

Founded: 1953

Portfolio: 50% residential land developments, 50% commercial including retail, leisure, distribution, across UK and
in Europe

Value: £200m

Kenmore

Chairman: John Kennedy

Director (London): Rob Brook

Financial director: Ken Brown

HQ: Edinburgh

Founded: 1986

Portfolio: office, industrial, retail in Scotland and provincial English cities
Value: £110m under management with £20m development programme

Lazari Investments

London & Regional Properties

MDs: lan Livingstone, Richard Livingstone

Director PFI: David Burke

Finance director: Richard Luck

Development director; Geoffrey Springer

HQ: New Bond Street, London

Founded: 1985

Portfolio: investment in commercial properties, urban regeneration and PFI and private sector outsourcing
Value: £1.5bn with £2bn development programme

Manhattan Loft Corporation
Chairman: Harry Handelsman
MD: John Hitchcox

HQ: London

Founded: 1992
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Portfolio: residential, retail and commercial sites; mixed residential/commercial in London; Euro expansion under
way; US expansion planned
Value: £150m

Portman Estates

Chief exec: Viscount Portman, Hugh Seaborn

HQ: London

Founded: 18th century

Portfolio: 44.6ha (110 acres) with 650 buildings (60% commercial, 40% residential)
Value: £300m

Raven Group

Chief exec: Anton Bilton

MD/joint owner: Bim Sandhu

HQ: Knightsbridge, London

Founded: 1990

Portfolio: chiefly provincial city offices for refurbishment, re-letting, Cornwall to Glasgow
Value: £100m with £100m development programme

Reit Asset Management

Owners: Martin Shepherd, lvor Smith, Leo Noe, Kevin McGrath

HQ: London

Founded: 1996

Portfolio: 40% office, 30% retail, 20% industrial, 10% nursing and leisure
Value: £1.35bn

Richardson Developments

Joint MDs: Don Richardson, Roy Richardson

HQ: Oldbury, West Midlands

Founded: 1960

Portfolio: brownfield redevelopment/regeneration in north and UK; leisure; office, retail, industrial
Value: £300m development programme

Rotch Property Group

Joint chairmen: Robert Tchenguiz, Vincent Tchenguiz
Finance director: Michael Ingham

Director: Mark Grunnel

HQ: Upper Grosvenor St, W1

Founded: 1982

Portfolio: 400 properties in commercial sector

Value: £2.6bn under management

Soho Estates

Chairman: Paul Raymond

MD: Mark Quinn

Directors: John James, John Warden, Carl Snitcher

HQ: Soho, London

Founded: 1970

Portfolio: properties in Soho, Hampstead, Kensington & Chelsea, Notting Hill
Value: £300m

Structadene Group
See p38

Sunley Group

Chairman: John Sunley

Joint chief execs: Richard Tice, James Sunley

HQ: London

Founded: 1930

Portfolio: 50% residential, 50% commercial, mainly industrial; owns 20% of 10 Group
Value: £30m

Teesland Group
Chairman: Kevin McCabe
Exec director: Paul Oliver
Director: Mark Hancock
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HQ: Yorkshire

Founded: 1969

Portfolio: nationwide commercial investment and development, often JVs; primarily earnings-based
Value: £850m development programme

Topland Group

Chairman/chief exec: Sol Zakay

MD: Eddie Zakay

HQ: Mayfair, London

Founded: 1991 (formerly Westmount Group)

Portfolio: varied; was strong in provincial cities, now seeks to secure more prime London office space; includes
shopping centres, doctors’ surgeries and supermarkets

Value: £1bn

UK Land Estates

Chairman: Sir lan Wrigglesworth

MD: Chris Whitfield

JV partner: Duke of Northumberland

HQ: Team Valley, Gateshead

Founded: 1995

Portfolio: largely industrial in the north-east; much on Team Valley trading estate, Gateshead; several recent office
investment buys

Value: £80m with £175m development programme

Information from company sources, except Allied Commercial Holdings, Channel Hotels & Properties, Emerson
Developments, Howard de Walden Estates and Portman Estates where financial information comes from Sunday
Times Rich List 2000 and other press sources
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