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REPORT TO ENVIRONMENTAL SCRUTINY COMMITTEE 

17TH SEPTEMBER 2001

JOINT REPORT OF THE DIRECTOR OF DEVELOPMENT SERVICES AND CORPORATE SERVICES

FINANCIAL INCENTIVES FOR THE USE OF PROPERTY

RECOMMENDATIONS: That Members approve that:

1) A scheme of financial incentives is not introduced at this time and that this decision is reviewed in 12 months time

2) A scheme of asset rentals and user provider agreements for office accommodation is not introduced.

3) That Directors actively consider their current office space utilisation and work towards achieving the agreed space standards by September 2003. 

EXECUTIVE SUMMARY:

This report considers the introduction of financial incentives and asset rentals as a method of achieving more efficient and effective use of property. However in view of the Council’s current budget situation, the establishment of corporately imposed budget saving targets and the use of office space standards to reduce the amount of office accommodation held by the Council it is considered that the introduction of financial incentives or asset rentals would not be appropriate at this time.

BACKGROUND DOCUMENTS


Report to Environmental Scrutiny Committee of 19 March 2001

Contact Officers


Steven Durbar and John Spink

WARDS



All

KEY COUNCIL POLICIES


Budget Strategy


Office Accommodation Space Standards

1.0 introduction

1.1 In March 2001 Committee received a report relating to the introduction of financial incentives for the effective and efficient use of property.  The report commented on three options for securing better use of property these being: -

a)
the introduction of space standards

b)
financial incentives for relinquishing property 

c)
a system of asset rentals and user provider agreements.

2.0 options

2.1 Space Standards

The Best Value Review of office support accommodation has established space standards for offices of a net internal area of 11sqm per person in existing accommodation and 8sqm per person in new or refurbished existing buildings. These standards are being applied where moves are taking place and are resulting in a reduction in the amount of space occupied.

2.2 Financial incentives to relinquish property

As identified in the previous report these could comprise 

a) Running cost savings being retained by Directorates   and /or

b) Directorates receiving a percentage of capital receipts from the sale of surplus property.

Incentives are very useful to encourage the efficient and effective use of property. They are particularly relevant in all buildings where space standards are not being used to drive improvement i.e. all buildings other than offices.

However, the Council’s current financial situation means that running cost savings need to be used to achieve the defined corporate running cost savings targets rather than taken by individual Directorates to support their own service savings targets.

Similarly, all capital receipts need to be used to achieve the corporate targets for capital generation which is required to support the current capital programme and revenue budget.

2.3 Asset Rentals and user Provider Agreements

This proposal has been considered in relation to the administrative office portfolio where it is most applicable

A Schedule of these office buildings is attached and shows both on a building and sqm basis.

a) The existing asset rental charge (asset rent)

b) An estimated open market rental value (RV) based on current rating assessments

c) Running costs

This schedule clearly shows that there is no consistent relationship between these figures and that an asset rental based on open market rental would not cover running costs.

This is not surprising as asset rental charges are not necessarily related to open market rental value and running costs (excluding rental component) are not related to rental.

3.0 conclusions
1. We are currently in the process of encouraging directorates to adopt best value in the use of office accommodation through space standards. This will drive down costs help to meet budget savings targets and release surplus buildings over time.

2. Introducing a system of financial incentives at the present time would create tensions with the current strategies towards the revenue budget and capital programme, which are restricting the ability to re-invest revenue savings and capital receipts generated by individual services. The Council’s current financial position is not sufficiently stable or healthy as to enable this flexibility to be built into budget strategies.

3. The adoption of asset rentals and user provider agreements at the present time would for the same reasons, suffer from the same issues as a system of financial incentives.

4. It is considered that:

a) Financial incentives should not be introduced at this time in view of the Councils overall budget situation, but that this decision is reviewed in 12 months time.

b) Asset rentals and user provider agreements could only realistically be applied to the administrative office accommodation at the present time. Whilst introduction would raise awareness of the cost of occupying property, it is considered that they would not provide any significant improvements in occupancy levels or reduction in running costs over and above those currently being achieved through pursuing space standards and Directorates being required to meet imposed budget saving targets. However, it is important that Directors are proactive in seeking to meet the space standards and that their performance in meeting these standards is measured in their performance appraisal.
5.
The use of corporate space standards is the most appropriate means at present of ensuring effective use of property. As the benefits are realised, and future use of office accommodation enters a more established phase, the opportunities to encourage greater efficiencies through financial incentives and user agreements can be explored.
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	PER /SQM
	RENT / SQM
	

	
	
	
	
	
	
	
	

	1
	Civic Centre,Chorley Road, Swinton.
	229109.00
	682500.00
	                      1,631,410.00 
	                                  151.46 
	21.27
	63.36

	2
	Quays Project Office, Salford Quays.
	8850.00
	28000.00
	                            36,274.00 
	                                  138.98 
	33.91
	107.28

	3
	The Parade, Swinton (architects only)
	40250.00
	26000.00
	                            90,271.00 
	                                  139.31 
	62.11
	40.12

	4
	Chasely Fields, Chasely Road, Claremont.
	28860.00
	34000.00
	                            36,733.00 
	                                    39.33 
	30.90
	36.40

	5
	Bridgewater Depot, Bridgewater Street, Little Hulton
	4302.00
	64000.00
	
	                                            -   
	6.50
	96.68

	6
	CBS Depot, 626 Eccles New Road, Salford.
	20880.00
	75800.00
	                         116,931.00 
	                                  104.19 
	18.60
	67.54

	7
	Swinton Hall Road Depot, Swinton
	13920.00
	45750.00
	                            35,340.00 
	                                    34.31 
	13.51
	44.42

	8
	Crompton House, 100 Chorley Road, Swinton.
	90900.00
	165500.00
	                         170,657.00 
	                                    73.31 
	39.05
	71.09

	9
	Education Offices, Chapel Street, Salford (inc 216 Chapel Street)
	34170.00
	78500.00
	                         131,347.00 
	                                    46.20 
	12.02
	27.61

	10
	Education Centre, London Street.
	87180.00
	153000.00
	                         122,306.00 
	                                    44.31 
	31.59
	55.43

	11
	10/12 Encombe Place, Salford.
	5520.00
	9600.00
	                            10,521.00 
	                                    42.42 
	22.26
	38.71

	12
	Salford Consortium, 2 Liverpool Street, Blackfriars
	17820.00
	28000.00
	                            15,120.00 
	                                    25.54 
	30.10
	47.30

	13
	Salford Quays Heritage Centre, Salford Quays.
	1620.00
	6400.00
	                              3,003.00 
	                                    12.46 
	6.72
	26.56

	14
	Tech Train, Churchill Way, Salford.
	49392.00
	
	                            20,027.00 
	                                       5.58 
	
	0.00

	15
	Vulcan House, The Crescent
	39000.00
	85000.00
	                            51,526.00 
	                                    84.19 
	63.73
	138.89

	16
	36 Eccles Old Road, Salford SEN (adj Halton House)
	11820.00
	
	                            20,780.00 
	                                    42.32 
	24.07
	0.00

	17
	Beechfield House, Fourth Avenue, Swinton
	10620.00
	18500.00
	                            16,554.00 
	                                       8.81 
	5.65
	9.84

	18
	Elmstead House, 143 Partington Lane, Swinton.
	27000.00
	50500.00
	                            43,814.00 
	                                    58.19 
	35.86
	67.07

	19
	61a Ellesmere Centre, Bolton Road, Walkden.
	9480.00
	
	                            12,804.00 
	                                    54.72 
	40.51
	0.00

	20
	20/22 Queensway, Clifton.
	4020.00
	7900.00
	                              4,483.00 
	                                    44.83 
	40.20
	79.00

	21
	White Moss House, Bracken Avenue, Walkden.
	31200.00
	42750.00
	                            44,349.00 
	                                    60.09 
	42.28
	57.93

	22
	22 Lane End, Eccles
	9360.00
	16850.00
	                              8,101.00 
	                                    26.91 
	31.10
	55.98

	23
	78a Great Clowes Street, Salford (Sahal Court)
	8580.00
	22600.00
	                            34,601.00 
	                                    87.16 
	21.61
	56.93

	24
	Cleveland House, 224 Eccles Old Road, Salford.
	15240.00
	25250.00
	                            22,651.00 
	                                    38.33 
	25.79
	42.72

	25
	11 Corporation Road, Eccles.
	15000.00
	
	                            27,689.00 
	                                    57.21 
	30.99
	0.00

	26
	Council Offices, Astley Road, Irlam.
	28380.00
	41000.00
	                            48,717.00 
	                                    50.75 
	29.56
	42.71

	27
	2 Police Street, Salford.
	9660.00
	21000.00
	                            10,946.00 
	                                    19.55 
	17.25
	37.50

	28
	Brierley House, Longshaw Drive, Little Hulton.
	12000.00
	12600.00
	                            27,073.00 
	                                  144.01 
	63.83
	67.02

	29
	Avon House, Avon Close, Little Hulton.
	18000.00
	33500.00
	                            33,785.00 
	                                    45.47 
	24.23
	45.09

	30
	12 Station Road, Swinton.
	21000.00
	15000.00
	                            31,832.00 
	                                  206.70 
	136.36
	97.40

	31
	Turnpike House, 631 Eccles New Road, Salford.
	43080.00
	98940.00
	                         202,653.00 
	                                  102.35 
	21.76
	49.97

	32
	Turnpike Depot, Adj 631 Eccles New Road, Salford.
	43200.00
	95060.00
	                            14,856.00 
	                                       8.15 
	23.70
	52.14

	33
	Swinton Area Housing Office, 7 Wesley Street.
	11760.00
	25000.00
	                            19,939.00 
	                                    62.50 
	36.87
	78.37

	34
	Housing Advice Centre, 15 Southway, Eccles.
	1500.00
	11100.00
	                              7,604.00 
	                                    86.41 
	17.05
	126.14

	35
	Blackfriars Area Housing Office, St Simon Street.
	13800.00
	33250.00
	                            24,822.00 
	                                    68.19 
	37.91
	91.35

	36
	Higher Broughton DC, 3/4 Newbury Place,Bury New Rd.
	2040.00
	6600.00
	                              9,227.00 
	                                  112.52 
	24.88
	80.49

	37
	Eccles Area Housing Office, 52 Regent Road, Eccles.
	22920.00
	40000.00
	                            30,439.00 
	                                    51.86 
	39.05
	68.14

	38
	Peel Green Area Housing Office, Liverpool Road, Eccles.
	10740.00
	
	                            15,409.00 
	                                    51.88 
	36.16
	0.00

	39
	Little Hulton Housing Office, 21/25 Hulton DC.
	5640.00
	16000.00
	                            21,476.00 
	                                    65.08 
	17.09
	48.48

	40
	Worsley Area Housing Office, 12 Bridgewater Road, Walkden.
	7380.00
	30000.00
	                            24,758.00 
	                                    70.34 
	20.97
	85.23

	41
	Ordsall Area Housing Office/Project Office, 2 Robert Hall St.
	34080.00
	40000.00
	                            45,645.00 
	                                    62.10 
	46.37
	54.42

	42
	Pendleton Area Housing Office, 38 Halton House, Eccles Old Road.
	8520.00
	20000.00
	                            20,419.00 
	                                    57.52 
	24.00
	56.34

	43
	Cromwell Road Housing Office, Cromwell Road, Salford.
	16000.00
	16250.00
	                            40,368.00 
	                                  160.19 
	63.49
	64.48

	44
	Precinct Area Housing Office, Churchill Way, Salford.
	14880.00
	36000.00
	                            32,438.00 
	                                    44.13 
	20.24
	48.98

	
	
	
	
	
	
	
	

	
	TOTALS
	1178917.00
	2267600.00
	          3,761,088.00 
	                      79.83 
	1578.60
	2439.00


OFFICE ACCOMMODATION RENT AND RUNNING COST DATA








