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Property Investments

Executive Summary

1.1

1.2

This report is to inform Members of the performance of the Council’s recent 
property investments.

The report indicates that at this point the investments are achieving/exceeding 
the performance targets that were established for this activity.

Recommendation

2.1 It is recommended that Members note the report.

Reason for Recommendation

3.1 The report is provided for Members’ information.

Key Points for Consideration

4.1

4.2

Since March 2017 the Council has been implementing a commercial property 
investment strategy, designed to achieve rental income and revenue savings 
from acquiring an investment portfolio, whilst contributing to the Council’s 
overall regeneration aims for the borough.

A budget of £30m has been made available for these acquisitions. The 
objective of the strategy is to promote regeneration and secure a rental return 
on its investments, which will deliver, as a minimum, £450,000 net budget 
savings after costs, including any borrowing costs. Income received over and 
above these targets is held in an earmarked reserve to cover any future 
liabilities (including potential capital expenditure or reductions in income), or to 
contribute to future investments.



4.3

4.4

As part of the capital programme the Council has also approved a £40m Direct 
Development Fund, to generate income through direct development projects 
by the Council which are not captured within the criteria of the existing 
investment funds, allowing the Council to act as a developer maximising land 
potential and land value, with a focus on under-utilised brownfield sites 
throughout the Borough.

Alternatives Considered

This report is provided for information only. There are no alternatives to 
consider.

Costs and Budget Summary

5.1 The Chief Finance Officer has reviewed the financial position in relation to the 
Council’s property investments in terms of the performance of the commercial 
property investments in both 2017/18 (actual) and 2018/19 (Quarter 1 
forecast). 

5.2 In 2017/18 the Council invested a total of £19.6m across three property 
acquisitions.  After associated costs, the net savings target of £75k was 
achieved in full, and a contribution of £267k was made to the earmarked 
reserve.
  

5.3 Per the current position (Quarter 1, 2018/19), the Council has invested a total 
of £21.7m across four acquisitions.  The rental income forecast to be received 
from these properties in 2018/19 is expected to cover all associated costs 
(including borrowing costs), and is forecast to generate a net £319k saving 
against the 2018/19 savings target of £450k to contribute towards the 
Council’s overall revenue budget.   Achievement of the full £450k savings 
target is dependent upon the utilisation of the remainder of the £30m fund in 
the current financial year, however this will depend on the availability of 
suitable acquisition opportunities.   Contributions to the earmarked reserve in 
2018/19 are currently forecast at a net £200k.  

5.4

5.5

As part of financial monitoring processes a forecast is prepared showing the 
expected performance of the fund over the next 20 years, based on current 
acquisitions and assumptions formulated during the detailed due diligence 
process for each acquisition.  This includes expectations around future void 
periods, lease renewals and capital expenditure requirements.  The position 
as at Quarter 1 2018/19 shows that the required level of savings from current 
investments is forecast to be achieved over the next 20 years, via the 
utilisation of earmarked reserves to mitigate years when income is expected to 
reduce and/or costs are anticipated to increase.   

Expenditure to date from the Direct Development Fund totals £1.97m in 
relation to the ‘Logic@Kingsway’ scheme currently underway on Kingsway 
Business Park.    

Risk and Policy Implications



The risk on any property investment is that market conditions may change, 
resulting in loss of income or capital value. However, property is widely 
regarded as a secure long term investment.  The Council is mitigating this risk 
via the creation of an earmarked reserve as described in paragraph 4.2.  

6.1

Consultation

7.1 The financial performance of the investments is monitored by the Chief 
Finance Officer.

Background Papers Place of Inspection

8.

For Further Information Contact: Peter Gregory, Tel: 01706 923323, 
Peter.Gregory@rochdale.gov.uk


