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Summary:

This report follows on from the workshop on the Montagu Evans [ME] report on the Property Options Review held last year on 13th October.  A copy of a note summarising the above report is attached.

This meeting gives CROS the opportunity to re-visit some of the fundamental issues arising from the ME report, to receive the findings of the consultation with businesses and to discuss the way forward.

Questions for / input required from Scrutiny:

· Commentary on the key issues in section 3 of the attached summary.

· Observations on the findings from the consultation [to be presented at the meeting]

· Observations on the way forward

Recommendations:

To highlight key issues to be taken into account in mapping out the next stage of the review.
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CORPORATE RESOURCES OVERVIEW AND SCRUTINY COMMITTEE

WORKSHOP SESSION

– OPTIONS FOR CARLISLE CITY COUNCIL’S PROPERTY PORTFOLIO

Monday 13th October 2008 Re-issued with amendments for

11th February 2009

Briefing note from the Director of Development Services

To assist Members in getting the most out of the workshop, I have prepared this short note setting out three key areas:

1. The summary of the Montagu Evans report content – so that Members can see the scope of the whole report and work through and understand/question/ challenge the various elements in turn.

2. A summary of the initial conclusions from Montagu Evans.

3. Key issues for the Council to consider.

1.
Montague Evans Report Content

	Section


	Matters Covered

	1 -  Executive Summary
	· Summary of key findings and conclusions from ME’s work.



	2 – The Carlisle City Council position – to date
	· Overview of work undertaken to date by the City Council and the City Council’s objectives for its property portfolio.

· Assessment of the options available to the City Council and whether the two options identified for further investigation are the most appropriate.




	Section


	Matters Covered

	3 - A review of the property portfolio and its key characteristics
	· Details of the approach adopted by ME in reviewing the City Council’s portfolio and summary of the key findings.



	4 – Property market context – the fit
	· A high level review of the Carlisle property market and the impact that it will have on the City Council’s future strategy for its assets.



	5 – Portfolio analysis
	· Analysis of the City Council’s asset portfolio, including introduction of the concept of classification of assets into one of six “buckets”; Industrial, Retail, Land, Strategic, Divest and Operational.



	6 – 11 – Analysis of Industrial, Retail, Land, Strategic, Divest and Operational asset “buckets”


	· More detailed analysis of the assets included within the individual “buckets” and discussion of the potential future strategy for each of the different asset classes.

	12 – Creating a property business and attracting the private sector
	· Details of how the six individual business plans could be consolidated into a coherent overall strategy, including the structures, resource, processes and procedures that will be necessary to deliver the strategy in practice.



	13 – Business planning and investment plan
	· Benchmarking the current returns achieved by the City Council on its asset portfolio and high level projections of the returns that could be achieved by the City Council in the future.

· Discussion of the potential options available to the City Council in allocating capital between its different asset classes.




	Section


	Matters Covered

	14 – Delivery Plan
	· A suggested high level “route map” to enable the City Council to deliver its chosen strategy, together with details of the investment required to do so. 



	15 - Recommendations
	· Key recommendations arising from ME’s work.




2.
Montagu Evans Report Conclusions 

(a) Doing nothing will lead to a reduction in income from the portfolio in real terms and will result in a missed opportunity to both generate additional income for the City Council and to use the property portfolio to help deliver the Economic Strategy;

(b) The City Council is currently focussing the majority of its efforts on the day-to-day management of its property portfolio and is largely neglecting the strategic direction. In order to achieve its objectives, the City Council needs to focus more on strategic direction in the future;

(c) Regardless of the eventual detail of the business plans for the individual asset “buckets”, the City Council needs to establish a clear strategic framework within which it can manage its asset portfolio in the future;

(d) In order to establish an effective strategic framework, the City Council will need to review its structures, decision making processes, risk evaluation processes and monitoring/control procedures;

(e) In order to achieve the type of strategic framework proposed ME, the City Council will need to make an up-front investment in both a new Portfolio Management and Asset Management function and in set-up costs for delivering individual business plans. Any up-front investment should be recovered in the future from additional returns generated from the portfolio through improved management and investment;

(f) Whilst maintaining the ethos of a Local Authority, wherever possible, the City Council should seek to understand how higher returns are achieved outside the public sector and where appropriate adopt alternative mechanisms;

(g) To fully capitalise on the opportunities available to it, the City Council needs to have access to both significant financial resources and individuals with the necessary skills and experience. Unless it decides to direct a significantly increased proportion of its revenue and capital budget towards the management of, and investment in, its property portfolio, the City Council will not be able to fully capitalise on the opportunities available to it without the assistance of the private sector;

(h) Whilst the involvement of the private sector will require the City Council to give up its total control over elements of its asset portfolio, the City Council will still be able to exert sufficient control to ensure that any future actions concerning the portfolio are only made with its prior agreement; and

(i) To successfully attract the involvement of the private sector, the City Council will need to demonstrate its credibility as a prospective partner. This will require the City Council to demonstrate the commitment to deliver its vision and that it has appropriate structures and decision making processes in place.

3.
Key Issues for the Council

(a)
A higher priority for Property


In order to deliver the objectives for its property portfolio and to capitalise on the opportunities available to it, the City Council will need to place a higher priority on property matters than it does at present.  The ownership of the property strategy needs to be placed at the highest level of the Council;


(b)
A more strategic way of working


The City Council has little recent experience of taking the more strategic view of property that is recommended by ME and does not currently have the structures, resources, processes and procedures necessary to do so. Adopting ME’s recommendations will require the City Council to operate differently.

(a) Learning from the private sector.


ME is recommending that the City Council seeks to adopt some of the structures, processes and procedures that would typically be employed in a private sector property business.  This could include delegating authority for investment decisions in order to allow the flexibility to react quickly to events and opportunities and creating an integrated property “team” including property management, legal, finance and maintenance functions; 

(d)
Invest to improve the Council’s capability
Resourcing the structure outlined by ME and establishing any subsequent joint ventures with private sector partners will require up-front investment by the City Council:  the probable costs are as follows

· Establishing the recommended strategic framework and resourcing the Portfolio Management and Asset Management functions is likely to cost in the region of £200,000 per annum.  Through implementing the type of structure proposed in the ME report, the City Council should be able to generate sufficient additional income to cover this cost within [3 – 4] years. However, the City Council will need to fund the additional cost in the interim; and

· ME estimates that establishing joint ventures for the Industrial and Land assets would cost approximately £500,000 and £300,000, respectively. The City Council could fund these costs from the proceeds of disposing of the Divest assets.

· In order to fully capitalise on the opportunities available to it, the City Council will need to attract appropriate private sector partners to assist in delivering its strategy.  This will require the City Council to be willing to give up full control of certain of its assets, in return for access to private sector funding and skills and the ability to retain significant influence over the future of the assets concerned.
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