
 

 
 

Report to: Cabinet Member 
Regulatory 

Compliance and 
Corporate 

Services 
 

Date of Issue: 
 

Date of Decision: 

9 May 2022 
 

17 May 2022 

Subject: Disposal of Heron House Waterloo 
 

Report of: Executive Director 
of Corporate 
Resources and 

Customer 
Services 

 

Wards Affected: Church Ward 

Cabinet Portfolio: Regulatory Compliance and Corporate Services 
 

Is this a Key 

Decision: 
No Included in 

Forward Plan: 
No 

Exempt / 
Confidential 
Report: 

No, but Appendix A is NOT FOR PUBLICATION by virtue of 
Paragraph 3 of Part 1 of Schedule 12A of the Local 
Government Act 1972.  The Public Interest Test has been 

applied and favours the information being treated as exempt 
 
Summary: 

 

The Cabinet Member is asked to formally approve the Heads of Terms, which have 
been agreed for the disposal of the Council’s freehold reversionary interest in Heron 

House Waterloo and authorise the Chief Legal and Democratic Officer to finalise 
sale contracts and conclude the transaction.  

 
Agents acting for the Lessee contacted the Council and set out a preferred strategy 
to combine the freehold and leasehold interests and dispose of the asset to enable a 

residential conversion to serviced apartments. Officers have agreed the basis of a 
deal and Cabinet Member approval is now sought to enter into contracts to conclude 

the sale. 
 
Recommendations: 

 
(1) Approve heads of terms for the disposal of the Council’s freehold interest for 

the minimum price stated in Appendix A. 

(2) Approve that the disposal of Heron House be subject to the conditions stated 

in Appendix A. 

(3) That the Chief Legal and Democratic Officer be authorised to complete the 

necessary legal documentation to conclude the sale 

 
Reasons for the Recommendations 



 

 
 

Heron House is classed as an Investment in the Council’s portfolio and is neither a 

Strategic nor an Operational Asset. . Sale of the Council’s freehold reversionary 
interest will ultimately enable a vacant building to be brought back into productive 

use. Conditions of the sale to be put in place around securing minimum space 
standards and third-party track record will help to ensure that the scheme makes a 
positive contribution to the regeneration of Waterloo town centre. The scheme will 

also have to satisfy Building Regulations, specifically Approved Document L (Volume 
1 2021), to ensure that the building will achieve the required standards of insulation, 

energy efficiency of heating and ventilation systems, and carbon index rating. 
Alternative Options Considered and Rejected: (including any Risk Implications) 

 
Option A – Do Nothing. The Council can refuse the request to combine interests 

and retain the ground rent as existing. The Lease term is reducing acting as a 

disincentive to investment in the premises. Prospects for re-letting for office use are 
unlikely to improve any time soon, so the block is likely to remain unoccupied. The 
physical appearance may further deteriorate as the Lessee will not want to incur 

costs to maintain the building. The Council could look to take action to ensure the 
Lessee complied with maintenance liabilities set out in the Lease, but enforcement is 

ultimately likely to be costly and problematic.  
 
Option B – Retain Freehold and allow Lessee to sell long leasehold. The Agent 

acting for the Lessee has confirmed that there have been recent offers for the 
present long leasehold interest from developers wanting to convert the property into 

assured shorthold tenancies rather than attempting to sell any of the units. The 
outcome would still require the third-party developer to reach agreement with the 
Council to lift the user restrictions set out in the Lease. The Council could look to 

agree a new ground rent to secure a rental income, although there would be risks 
attached to this scenario. For example, if the converted scheme did not generate 

sufficient rental income, there would be a risk of the long leaseholder falling into 
administration. If this scenario happened, the Council would have to deal with the 
fallout and would potentially be left with a partially occupied apartment block. 

 
Option C – Agree to combined Freehold and Lease interest sale to support 

Permitted Development scheme. This Option aligns with recent negotiations. The 

Council would take a passive role and allow the Lessee to agree terms for a sale of 
the combined interests. The Council would not have any involvement in the selection 

of a developer and the Lessee is likely to agree terms with the third-party that makes 
the highest financial offer, regardless of track record and delivery expertise. 

 
Option D (Preferred) – Agree to combined Freehold and Lease interest sale 
albeit with conditions attached. The Option is the same as C, except the Council 

would maintain some control over the disposal process. Specifically, this will mean: 
 

 Completion of sale contracts would be conditional upon the scheme achieving 
National Minimum Space Standards. 

 The selected third-party developer proposals to meet all relevant Fire Safety 

Regulations. 

 The Council being involved in the disposal process so that it has confidence 

that the preferred third-party developer has a proven track record in delivering 
similar schemes.  



 

 
 

 
What will it cost and how will it be financed? 

 
(A) Revenue Costs 

 
Revenue costs associated with legal fees to conclude the sale will be meet by both 

parties. There will be a loss of rental income from the Investment portfolio on sale. 
 
(B) Capital Costs 
 

Not applicable 
 
Implications of the Proposals: 

 
Resource Implications (Financial, IT, Staffing and Assets):  

Property and Facilities Management will work alongside Legal and Democratic 
Services to complete the work. 

 
There will be a loss in rental income to the Investment Portfolio as a consequence 

of any sale (see Appendix A for rental) This revenue loss will be offset by the capital 
sum provided in Appendix A. The Council will benefit from Council Tax for each of 
the new apartments. Assuming Band A at current rates, this would be £1015.67 per 

annum per apartment. 
 

Legal Implications: 

The Chief Legal and Democratic Officer will complete the legal documentation for 
the disposal. 
 

Equality Implications: 

There are no Equality implications.  
 

Climate Emergency Implications: 

 

The recommendations within this report will  

Have a positive impact  N 

Have a neutral impact N 

Have a negative impact Y 

The Author has undertaken the Climate Emergency training for 

report authors 

N 

 
The recommendation within this report will have a negative impact on the carbon 

footprint of Sefton Borough. There are the direct emissions which result from the 
refurbishment of the vacant building as well as long-term carbon emissions from 

each new home created.  
 
To mitigate some of the impact the developer will have to ensure that the building 

achieves standards of insulation to its various thermal elements in line with Building 
Regulations: Approved Document L1 B. Document L1 B also contains guidance on 

standards that the scheme will have to meet relating to the conservation of fuel and 



 

 
 

power: insulation regulations, boiler productivity, lighting, storage technology for hot 
water systems, standards for carbon index rating, solar emissions, heating and 

ventilation systems, space heating controls, and air conditioning. 
 

In June 2022, Approved Document L1 B (2010) is being replaced by Approved 
Document L (Volume 1 2021) – which imposes similar requirements, albeit with 
some enhanced thermal insulation requirement (U-values) and expanded guidance 

on standards for the various space heating options open to the developer. 
 
Contribution to the Council’s Core Purpose:  

 

Protect the most vulnerable: Not applicable 
 

Facilitate confident and resilient communities: Disposal of the asset will facilitate a 

refurbishment scheme to provide new residential dwellings in the Borough. 
 

Commission, broker and provide core services: Not applicable 

 

Place – leadership and influencer: Not applicable 
 

Drivers of change and reform: Not applicable 
 

Facilitate sustainable economic prosperity: Not applicable 

 

Greater income for social investment: Not applicable 
 

Cleaner Greener: Not applicable 

 
 
What consultations have taken place on the proposals and when? 

 
(A) Internal Consultations 

 

The Executive Director of Corporate Resources and Customer Services 
(FD.6759/22) and the Chief Legal and Democratic Officer (LD.4959/22) have been 

consulted and any comments have been incorporated into the report. 
 
(B) External Consultations  

 
Not applicable. 

 
Following the expiry of the “call-in” period for the Minutes of the Cabinet Meeting 
 

 
Contact Officer: Dominic Ellis 

Telephone Number: 0151 934 2751 

Email Address: dominic.ellis@sefton.gov.uk  
 

Appendix: 

mailto:dominic.ellis@sefton.gov.uk


 

 
 

 

Appendix A: Exempt financial information relating to disposal of the asset. 
 

Background Papers: 
 

Not applicable. 
 
1. Introduction/Background 

 
1.1 This report provides an update to the Cabinet Member to confirm that Officers 

in Property and Facilities Management have now agreed terms to dispose of 

the Council’s freehold interest in the office premises known as Heron House 

shown edged red in Figure 1. 

1.2 The premises consist of a five-storey office block, comprising 15,000 square 

feet of floor space. The premises have been vacant since 2015 following the 

withdrawal of the Crown Prosecution Service on expiry of their occupational 

Lease. 

1.3 The premises are presently let by the Council  on a ground Lease for a term 

of 99 years from 12 November 1970 (48 years remaining). The ground rent is 

based on the gearing assessed at the outset of the Lease (3.5514%) and this 

gearing is applied to the rack rent passing for the premises to calculate the 

ground rent on review. 

 

 



 

 
 

Figure 1: Heron House site plan 

 

1.4 Since the CPS vacated in 2015, the property has been marketed but there 

has been little interest in them as offices. The Council’s Lessee has enquired 

over the last few years about combining the freehold and long leasehold 

interests – the intention being to secure a disposal to a third-party developer 

for a conversion to serviced apartment accommodation under Permitted 

Development Rights. 

1.5 A planning application was submitted by the Lessee’s Agent for prior 

notification for change of use from offices to dwellings which was approved by 

Planning on 6 December 2021. The application was for 48 units. Officers in 

Property and Facilities Management have been authorised to progress Heads 

of Terms for the disposal of the Council’s freehold reversionary interest in 

Heron House, subject to agreement with the Lessee.   

1.6 Terms have now been agreed and Lessee has accepted all the conditions 

placed on the disposal, namely: 

1) Sale contracts include a requirement for the developer purchaser to bring 
forward a scheme that satisfies National Minimum Space Standards issued by 

DCLG, which is a statutory requirement since 6th April 2021.   
 

2) The sale is subject to an overage mechanism. 

 
3) Officers in Property and Facilities Management will be involved in the disposal 

process to ensure that the preferred third-party developer has a proven track 
record in delivering similar schemes.    

 

2. Recommendation  

 

2.1 Heron House is classed as an Investment in the Council’s portfolio and is 
neither a Strategic nor an Operational Asset. Sale of the Council’s freehold 

reversionary interest will ultimately enable a vacant building to be brought 
back into. Sale conditions put in place around securing minimum space 

standards and third-party track record will help to ensure that the scheme 
makes a positive contribution to the regeneration of Waterloo town centre. 

 

2.2 Whilst there is a loss of rental income from the Council’s revenue budget, the 
premium represents a windfall capital receipt which is expected to be realised 

in the financial year 2022/23.  
 
2.3 The Cabinet Member is asked to formally approve the Heads of Terms 

provisionally agreed for the disposal of the Council’s freehold interest in Heron 
House Waterloo and authorise that the Chief Legal and Democratic Officer 

finalise sale contracts and conclude the transaction.  
 
3  Best Consideration 



 

 
 

 

3.1 The figure set out in the report at Appendix A for the sale of the Council’s 
freehold interest represents best consideration in accordance with Section 

123 of the Local Government Act 1972 (as amended). 
 
3.2       Disposal to the Lessee is an approved route under the Council’s Asset 

Disposal Policy. Approval of the Heads of Terms is delegated to the Cabinet 
Member under the Asset Disposal Policy. 

 
 
 

 
 

 
 
 

 
 

 
 
 

 
 

 
 


