
EXCERPT FROM THE MINUTES OF THE

EXECUTIVE

HELD ON 22 SEPTEMBER 2008

 
EX.236/08
PROPERTY PORTFOLIO OPTIONS (Key Decision)

Portfolio -
Finance & Performance Management, Economic Development & Enterprise

Subject Matter - The Director of Development Services submitted a report (DS.115/08) on the Options for Carlisle City Council's Property Portfolio.  She explained to Members that a review was undertaken to determine the preferred delivery option for the City Council’s strategy for its property portfolio.   A copy of the report, by Montague Evans LLP, (ME) had been circulated. 

The Director reminded Members of the feasibility study, presented to Members in December 2007 (DS.129/07), of establishing a Carlisle Local Asset Vehicle (CLAV).  The Director summarised the main conclusions and recommendations of the 2007 report, including the two identified options of retaining and managing its own assets and undertake site specific ventures, or to establish a CLAV to deliver a programme of management and investments.  She reminded Members that it had been agreed that doing nothing was not a viable option for the City Council.  

The Director of Development Services presented the Montague Evans LLP report to Members and outlined the scope of the work and the main areas covered, including a review and analysis of the property portfolio; the context of the property market; an analysis of the different asset classes; details of the six proposed business plans and the proposals to consolidate these into a coherent strategy to involve the private sector; the proposed delivery plan; and the key recommendations. 

The Director added that, although the ME Report concluded that both the options above were viable, it was recommended that a further, hybrid option, be considered by Members.  She outlined the reasons given in the Report, including: a concern over whether a mixture of assets would prove attractive to investors; the possible risk to the Council; the requirement for significant investment, including private sector finance and expertise; the fact that the Council should seek to retain full ownership and control of some asset classes; and the benefits of joint ventures for whole asset classes.  She added the assets should be viewed as a collection of individual asset classes, and that a separate business plan is prepared for each asset class, namely Retail, Industrial, Land, Divest, Strategic and Operational.

The Director concluded that whilst the City Council was focussed on the day-to-day management of its property portfolio it needed to focus more on future strategic direction.  She added that the City Council was currently generating income of circa £4.6m from a non-operational asset portfolio valued at £92.5m: the report from Montague Evans predicted a future income of circa £4.8m from capital invested of £54m.  She explained that this would release capital of circa £38.5m to deliver other strategic priorities of the Council.  

The Leader welcomed the report and stressed the importance of the strategic management of the Council's extensive property portfolio.

Summary of options rejected - 
None

DECISION

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.

Reasons for Decision - 
Were they to be implemented in full, ME’s recommendations could result in significant changes to the City Council’s structures, processes and procedures and would require scarce resources to be re-directed to the City Council’s property portfolio. In the light of the significance of the issues highlighted in ME’s report, it is appropriate for the City Council to consider the findings and recommendations fully and with interested parties before committing to any course of action.






