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  INVESTMENT IN PROPERTY
– SHORT-TERM OPPORTUNITIES

(CE)
1.
Summary
1.1
  Members will recall during the last Policy and Resources meeting the Investment in Property opportunity specifically aimed at the WRVS site.  This report outlines a further opportunity in some Council-owned garage sites whilst recommending a more strategic look at investment in property for financial return and in property to alleviate the present housing difficulties.
2.
Details

2.1
One of the aims of the housing investment vision recommends investing capital to ensure maximum revenue return.  This requires an investment strategy possibly allied to our Treasury Management Strategy.  The Council at its budget-setting meeting will require such a costed strategy.  In addition, all projects will require their individual business cases and some could be progressed quickly if early surveying and planning work is undertaken.  (For an understanding on how quickly modular homes can be completed, inside one year they are ready for occupation.)

  
2.2
However, another strand seeks to enable TRDC to gain a measure of control over meeting the housing needs of some of the most vulnerable people in the District whilst reducing the cost of placing them in Bed & Breakfast accommodation.  
3.
Options/Reasons for Recommendations 
3.1
In order to make progress on these strands, Members are asked to approve in principle first the creation of a property investment strategy for the next meeting of this committee.
3.2
The opportunities available to such a strategy are multifarious and so Members will require business cases created so that investment decisions can properly be made for the long term.  For example, buying off-plan traditionally achieves healthy discounts from the Market Values, and currently in Manchester and Liverpool discounts observed are between 16% and 20%.  The other advantage is that, in the Outer Metropolitan Area around London, house prices increased by 11.9% in the first quarter according to Nationwide Building Society and that further increases are predicted.  The long term investment by buying off-plan one- and two-bedroomed traditional-build properties at locations with good transport infrastructure aimed at professional couples/ families and charged at Market Rent should bring in income to support services at Three Rivers District Council.
3.3
In addition, early action could be taken to enable the Council to alleviate the present situation of rising temporary housing costs, and lack of availability of temporary housing stock in Three Rivers.  It has been suggested that, for an investment of approximately £50k per unit for one bedroomed unit or £90k for two bedroomed unit the monies paid for Temporary Accommodation would make the schemes fully recoverable in 6.16 years or 8.79 years respectively against what we get on the Local Housing Allowance rates which is 48.6% less than we actually get charged for Bed and Breakfast currently.  
3.4
Again, proper business cases are required for individual proposals.  Nevertheless, officers have identified that selected garage sites offer suitable locations for a total achievable number of 266 modular homes (although the current needs are only 65 in total we could allow some expansion for renting out Temporary Accommodation to nearby Resident Social Landlords for extra income) which are environmentally friendly, sustainable, built off site, and will fit in with the colour scheme of the recently completed new builds adjacent to the site.  This amount of homes is calculated only on a two storey construction height whereas there may be opportunities to build higher on some locations.  It has been identified that the returns of revenue for garage sites are not maximised as some sites are empty awaiting refurbishment therefore quick wins can be achieved with little displacement of tenants to another garage location.
3.5
As the garage sites are owned by TRDC, preliminary work on surveying and preparing Planning Applications could expedite matters, so the recommendation is that some of the £50k budget already set aside for property proposals could be used to undertake these tasks.  Such work would also contribute to the business plan for this venture.
4.
Policy/Budget Reference and Implications

4.1
The recommendations in this report are within the Council’s Asset Management Plan for 2015 to 2018 and this Committee has already agreed that the Council should invest in property both for investment and for alleviating the present housing difficulties.  There is no capital budget set aside for the short and long term visions and so any provision will be part of the Council’s budget-setting process.
5.
Financial Implications

5.1
At the next Policy and Resources Committee meeting a full business plan with financial breakdown and project governance will be presented.
6.
Legal Implications

6.1
None specific, until the method of project governance is explored.
7.
Equal Opportunities Implications

7.1
Relevance Test

	Has a relevance test been completed for Equality Impact?


	No 

	Did the relevance test conclude a full impact assessment was required?


	N/A 


8.
Risk Management and Health & Safety Implications

8.1
The Council has agreed its risk management strategy which can be found on the website at http://www.threerivers.gov.uk.In addition, the risks of the proposals in the report have also been assessed against the Council’s duties under Health and Safety legislation relating to employees, visitors and persons affected by our operations.  The risk management implications of this report are detailed below.

8.2
The subject of this report is covered by the  ASK   \* MERGEFORMAT Property Services service plan.


Any risks resulting from this report will be included in the risk register and, if necessary, managed within this plan.
8.3

The following table gives the risks if the recommendation(s) are agreed, together with a scored assessment of their impact and likelihood: 

	Description of Risk
	Impact
	Likelihood

	1
	Delay in obtaining planning permission
	II
	E


8.4

The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	2
	That the £750k estimated Council budget shortfall is not prevented
	I
	F

	3
	That we fail to house local homeless persons locally at a huge expense to the Council
	II
	F


8.5
Of the risks detailed above none is already managed within a service plan.

8.6
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 
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8.7
In the officers’ opinion none of the new risks above, were they to come about, would seriously prejudice the achievement of the Strategic Plan and are therefore operational risks.  The effectiveness of treatment plans is reviewed by the Audit Committee annually.

9.  
Recommendation

9.1
That a Property Investment Strategy be created for consideration at the next Policy & Resources Committee and Audit Committee, this to be aligned with the Treasury Management Strategy.

9.2
That the financial case for such a strategy be made, using funds already set aside for preparatory property development to enable any specialist advice to be obtained.

9.3
That the P&R Committee agree to delegate to the Director of Finance and the Director of Community & Environmental Services to seek planning and development of garage sites for Temporary Housing and the sites to be selected in consultation with the Chair of Policy and Resources, Lead Member for Resources and two other Group Leaders. 

Report prepared by:   Lyn Ware, Interim Head of Property Services, Jo Wagstaffe, Director of Finance, Geof Muggeridge, Director of Community & Environmental Services, Steven Halls, Chief Executive.
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