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CROS.33/09
PROPERTY OPTIONS REVIEW
The Head of Economy, Property and Tourism (Mr Beaty) submitted report DS.16/09 following on from the Workshop on the Montagu Evans’ report on the Property Options Review held on 13 October 2008.  A copy of a note summarising that report was attached.

This session was designed to give Members the opportunity to revisit some of the fundamental issues arising from the Montagu Evans report, to receive the findings of the consultation with businesses and to discuss the way forward.

Mr Alan Harris of Montagu Evans was present at the meeting and gave a detailed presentation on the Carlisle City Council Asset Portfolio Analysis, outlining why he believed that some form of change was needed; the analysis of existing assets and strategies; the results and ideas for the way ahead and consultation feedback.

Copies of the presentation were tabled at the meeting.

The Executive had on 22 September 2008 considered the matter (EX.236/08) and decided:

“That the Executive

1.
Receive the report by Montagu Evans LLP.

2.
Agree that the establishment of a single Carlisle Local Asset Vehicle, incorporating all, or a significant proportion of the City Council's asset portfolio would not be the best way forward for Carlisle.

3.
Commit to a consultation process with interested parties, including the Carlisle Partnership Executive, on Montagu Evans LLP’s recommendations.

4.
Refer the report to the Overview and Scrutiny Committee for its comments and views on the future strategy for the City Council’s assets; and

5.
Receive a further report from the Director of Development Services on the options for Carlisle City Council’s property portfolio to a future meeting of the Executive.”

Mr Beaty then drew Members’ attention to the key issues for the Council which would set out the direction of travel for property.

In scrutinising the matter, Members raised the following questions and observations:

(a) The ‘Divest Bucket’ comprised only non‑operational assets and reference had been made in the presentation to opportunities to rationalise the portfolio, realise capital values and invest into assets that would deliver greater return.  The Lanes retail development was one of the City Council’s success stories.   In that context, it was surprising to note from the proposed Capital Structure the shift from retail into operational.

In response Mr Harris emphasised the need to examine the asset base to determine whether the Council was getting the most out of it for the future.  It may not be necessary to change control to bring ‘gearing’ down.  The level of gearing could be affecting performance at the moment.  It was not a decision for now, but rather a concept/idea for the future.

(b) What timeframe was envisaged for moving from the present to the proposed Capital Structure?  That was important in terms of the current economic climate.

Mr Harris said that would take a minimum of five years.  It was important to put in place the front end work to secure dividends for the future.  He would like to see the City Council in a position to make decisions when the economy picked up again.

(c) The proposed structure identified three buckets (industrial, land and strategic) as being the subject of external control.  Would those be controlled by three different organisations; and were specialist skills required?

There could be a loss of economies of scale which would make governance more difficult since the Council would be dealing with a greater number of partners.

Mr Harris did not wish to make a decision on that issue today.  His own view was that all assets and the funding elements were very different and there was a need to focus on finding specialist skills to address those issues.

A Member indicated his agreement, commenting upon the need to be clear as to the arrangements being established and priority given to those since that would ultimately affect the Council’s priorities.

In response, Mr Harris explained that prioritising would come out of the next stage of work.  The first priority for the Council would be to get its own house in order.  His preference was for industrial as having the most potential to bring increased income in to cross fund assets.

(d) There were currently significant issues around public sector land with the City Council., County Council and others all trying to divest and draw more value for their assets. The proposed Shared Management Arrangement with Allerdale Borough Council was a further issue.  Had that latter issue been looked at?

Mr Beaty commented that there were two issues, i.e. the City Council was going through a period of structural change and integration of the Property Review was essential.  In addition, a joint Property Review with the County Council, currently focussing on Brampton, was being undertaken.  That had stalled somewhat, but the need for closer working particularly on operational assets generally was recognised.

Mr Harris added that the strategic bucket could take that forward.

(e) A Member commented upon the lengthy decision making processes within Local Government.  Organisations were ‘land banking’ which could be a danger if the City Council sold land too soon.  He emphasised the need for a more strategic way of working.

In response, Mr Harris said that there was no rush to sell assets now, but it was a good time to buy.

(f) It had been suggested that an external Integrated Property Team be appointed.  There was considerable professional expertise within the authority and consideration should first be given to that knowledge and potential gaps.

Mr Harris agreed that internally the Heads of Service did possess skills.  Currently there was not, however, an individual who could understand how all the property functions came together, as was the case in the private sector.  It was a question of how skills were managed in‑house and prioritising what was not a core service for the Council.

The Economic Development and Enterprise Portfolio Holder felt privileged to have had the opportunity of working with the Head of Economy, Property and Tourism; and Property Services Manager whose skills should be acknowledged and supplemented in future.  She was very heartened at the work undertaken by the Officers and Montagu Evans which was important for the people of Carlisle going forward.

(g) Establishing the recommended strategic framework and resourcing the Portfolio Management and Asset Management functions was likely to cost in the region of £200,000 per annum which could be funded by the proceeds of disposing of divest assets,  Could that money be ring-fenced to ensure it was not used to plug gaps elsewhere?

The Director of Corporate Services (Ms Brown) explained that £2m had been earmarked for asset investment, £1m of which was for property.  It was a capital fund, but could be used to obtain assets.  NWDA funding was also being explored.

Referring to NWDA funding, Mr Beaty said the issue was around the ability to invest and do something with the assets once they had been acquired.

(h) The emphasis appeared to be on industrial, however, Carlisle Renaissance was retail.  That appeared to be a contradiction, particularly bearing in mind the limited resources available.

(i) The Portfolio Analysis did not include any reference to Willowholme Industrial Estate which was not providing a return for the Council.  Could that be addressed?

Mr Harris acknowledged the need for something to happen at Willowholme.  He would like the Council to focus on and control those types of projects in the future and make a difference. 
The Chairman thanked Mr Harris for his informative presentation and responses to Members’ questions.

RESOLVED – That the Executive be advised that:

· The Corporate Resources Overview and Scrutiny Committee was broadly in favour of the Asset Portfolio Analysis provided;

· The Committee looked forward to having the opportunity to scrutinise further steps when the priorities were established; and

· Action be taken to ensure a co‑ordinated approach to property between the City and County Councils.







