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Capital Programme, 2017/20 - Commercial Investment Fund

Executive Summary

1.1 This report recommends that the 2018/19 Capital Programme allocation to the 
Commercial Investment Fund of £20m is brought forward into 2017/18 to 
supplement the existing approved allocation for 2017/18. The reason for the 
recommendation is to ensure that the fund can be used to its greatest effect in 
fully benefiting from available opportunities and maximising the revenue 
savings that might be achieved.

Recommendation

2.1

2.1.1

2.1.2

It is recommended that:

Council approve the proposal to bring forward from the 2018/19 capital 
programme allocation for the Commercial Investment Fund.

Council authorises carrying forward into 2018/19 any unspent proportion of 
the £30m allocation.

Reason for Recommendation

3.1

3.1.1

3.1.2

3.1.3

The reasons for the recommendations, as set out in the report are as follows:

The residue of the 2017/18 allocation (£1.4m) is unlikely to be sufficient for a 
further purchase using the Council’s criteria for the use of the Commercial 
Investment Fund.

The sooner that further acquisitions can be completed the sooner the Council 
can achieve revenue savings and the greater those savings will be. The use 
of the fund to date suggests that there are many opportunities in the market 
for the Council’s investment. 

If the budget is unavailable the Council may miss out on a significant 
investment opportunity due to lack of funds.



Key Points for Consideration

4.1 At Budget Fixing Council on 1st March 2017, Members approved the capital 
programme for 2017/18 – 2019/20, which included funding for the 
Commercial Investment Fund of £30m total, being £10m in 2017/18 and 
£20m in 2018/19.  

4.2 The intended purpose of the fund is to support the acquisitions of property 
investments as an invest-to-save initiative, designed to deliver revenue 
savings from the rental return

4.3 Cabinet, at its meeting on 23 March 2017 set the criteria and parameters for 
the use of the fund and established a sub-committee to manage expenditure 
from the fund and to monitor its performance.

4.4 The speed with which these acquisitions have been identified and completed 
and the amount the Council has committed within the first three months of 
the fund’s operation have both been greater than expected. It is 
recommended that Council approve bringing forward the 2018/19 allocation 
of £20m to make this available for further acquisitions in 2017/18 because:

 The residue of the 2017/18 allocation (£1.4m) is unlikely to be 
sufficient for a further purchase using the Council’s criteria.

 The sooner that further acquisitions can be completed the sooner the 
Council can achieve revenue savings and the greater those savings 
will be. The use of the fund to date suggests that there are many 
opportunities in the market for the Council’s investment. Bringing 
forward the £20m budget provides an opportunity to significantly 
exceed the current savings targets.

 If the budget is unavailable the Council may miss out on a significant 
investment opportunity due to lack of funds.

4.5

Alternatives Considered

The Council could proceed as originally intended and restrict the fund to 
£10m in 2017/18. This would not enable the Director of Economy to take 
advantage of opportunities for beneficial investment, nor to exceed the 
proposed savings targets.

Costs and Budget Summary

5.1

5.2

The Commercial Investment Fund approved as part of the capital programme 
at Budget Council on 1st March 2017 totals £30m, profiled as follows:

2017/18: £10m
2018/19: £20m

The current balance of the fund in 2017/18 is £1.4m.



5.3 The Council’s revenue budget was set at Budget Council on 1st March 2017, 
and includes the revenue implications (including borrowing costs) resulting 
from the capital programme approved at that date.  Bringing forward the £20m 
allocation approved for the Commercial Investment Fund in 2018/19 is not 
expected to have any impact on the approved position.

Risk and Policy Implications

Acquisition activity by local authorities is regulated through legislation. There 
is therefore a risk that the Council may act ultra vires if it acts without 
appropriate circumspection.  

Property ownership carries risks of expenditure on liabilities, health and 
safety/statutory responsibilities. 

Changes in the property market or poorly selected property acquisitions 
could put the Council’s invested capital at risk. The risks of property 
investments are reflected in the financial return, or yield, received from the 
invested capital. The risk can be mitigated by applying the principles of the 
use of the fund approved by Cabinet on 23 March 2017. Departure from 
these principles would increase the risk, but also the reward of a higher 
return. 

6.1

6.2

6.3

Consultation

7.1

The Comments of the Chief Finance Officer 

The Commercial Investment Fund was approved on an invest to save basis, 
and so it is expected that the additional cost of bringing the £20m allocation 
forward from 2018/19 to 2017/18 will be covered by the additional income 
generated from acquisitions.  As with any commercial investment there are 
inherent risks due to changes in market conditions, (as noted in paragraph 6 
above) and should the Fund not achieve the returns expected this would 
create a revenue budget pressure for the Council.
 
The Comments of the Acting Head of Resources

7.2 The report has no direct legal implications
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