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Report of the Comptroller and Auditor General 

The Provision and Management of Industrial Property 

I have, m accordance with the provmons of Sect10n 9 of the Comptroller and 
Auditor General (Amenchnent) Act, 1993, earned out a value for money exanunatton 
of the prov1s10n and management of mdustnal property by IDA Ireland, Shannon 
Development and Udaras na Gaeltachta 

I hereby subnut my report of the above exanunat1on for presentation to Dail 
E1reann pursuant to Sect10n 11 of the said Act. 

ohn Purcell 
Comptroller and Auditor General 

28 August 1998 
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Summary of Findings 

The availability of industnal property 1s an important factor in attractmg new busmess 
ventures to regional locat10ns In recent years, the pnvate sector has been w11lmg to 
take on this role m areas where there 1s a viable market for property and where there 
1s a potential for econonuc gam. Three public sector Agencies are mvolved in the 
provision of mdustr1al property for the purposes of ach1evmg econonuc growth either 
nationally or m reg10nal and penpheral areas. 

• 	 IDA Ireland provides industnal land and property m the pursuit of nat10nal 
mdustnal development objectives 

• 	 Shannon Development uses industrial property to achieve its pnmary target of 
econonuc growth in the Shannon reg10n. 

• 	 Udaras na Gaeltachta (An tUdaras) provides mdustnal property to mcrease 
employment m the Gaeltacht areas as a means of preservmg and extendmg the use 
of the Insh language. 

At the end of 1996, the Agencies were responsible for portfolios of industnal property 
with a book value of £27 4 nullion, compnsmg 2,200 hectares of land and 1 2 nullion 
square metres of factory space 

The mam objectives of the exanunat10n were to ascertam 

• 	 the extent to which the property portfolios are managed econonucally and 
eff1c1ently 

• 	 whether mdustnal property is acquired, developed and disposed of m an econonuc 
and eff1c1ent manner 

• 	 the appropnateness of the performance measurement systems used by the 
Agencies takmg mto account theu diverse pnmary objectives 

Management of the Property Portfolios 

The cost of managmg the portfolios and the occupancy rates and rental mcome 
achieved were the key indicators of economy and eff1c1ency mvesugated 
Management mformation to support the analysis of performance was linuted In 
particular, fmancial data about costs and revenues was not mtegrated with property 
data and little mformauon about the history of occupat10n or the physical condmon 
of assets was available. The Agencies have acknowledged these shortcommgs and are 
upgradmg their systems to improve the s1tuat10n. 

The average holding costs mcurred by the Agencies (£3.90 to £5.20 per square metre) 
was found to be higher than the costs mcurred by the pnvate sector (£2 25 to £3 25 per 
square metre) This was partly explamed by the w11lmgness of the Agencies to bear 
costs which would be passed on to a pnvate sector tenant and the need for a higher 
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standard of specificat10n to support industnal promot10n ob1ectlves Higher costs are 
also attnbutable to the age of the bmldings in the portfolios 

None of the Agencies set rmmmum occupancy rate targets The Agencies view 
occupancy in terms of the need for some vacant space to show to vislting industnal 
promoters rather than from the perspective of maxirmsing the occupancy rate 
Occupancy levels of 82% to 86% were achieved at June 1998 Despite the current 
ava1lab1lity of unoccupied space, the Agencies maintain that they have a shortage of 
space in some areas targeted for development 

The Agencies aim to achieve a market rent based on the age and locatlon of properties 
and their intended use Gmdeline rent rates designed to reflect current market rates 
are in existence but are not used as formal targets The average rent achieved by the 
Agencies did not reach the gmdeline in 1996 As the gmdeline rent is exceeded in 
many cases, particularly in urban areas, this suggests that some properties were let at 
rates below the market level As the rent achieved influences the potennal disposal 
pnce of the properties, this has an effect on the potennal realisable value of these 
properties 

Industrial Land and Infrastructure 

The Agencies need to buy and develop land in order to be able to meet the demand 
for industnal sites This 1s an important actlvlty for IDA Ireland which 1s 
concentrating on selling serviced land for development by pnvate sector contractors 

Taking the lead !lme for developing land and the annual demand into cons1deratlon, 
the Agencies were found to hold more land than 1s reqmred to meet demand in the 
medmm term Almost one third of the land area held by IDA Ireland and Shannon 
Development in 1996 was not required because it was in the wrong place or was 
unlikely to be used in the foreseeable future 

Pnces paid for land acqmred in 1995 and 1996 were reviewed and found to be 
reasonable relauve to market condmons The indicatlve costs of developing land are 
generally higher for Shannon Development and An tUdaras than the normal amount 
the pnvate sector would be willing to pay In some cases, this 1s due to the penpheral 
locauon of the land and to the level of specificatlon reqmred 

The unit sales pnces achieved by IDA Ireland and Shannon Development in 1995 and 
1996 for the disposal of land were strong relauve to market rates An t U daras had no 
sales of land in this penod 

ll 



Summary ofFindings 

Industrial Buildings 

The demand for mdustnal bu1ldmgs can be satisfied either by encouraging the pnvate 
sector to mvest m property or by the acqutsmon, construction or refurbishment of 
butldmgs by the Agencies themselves The Agencies are market makers m their 
respective areas and should keep the impact of their pohc1es on the promotion of 
pnvate sector involvement under review. Smee 1996, IDA Ireland has been actively 
disposing of tts butldings and has a long history of ass1stmg the pnvate sector to mvest 
m the prov1s10n of mdustnal butldings. It ts more d1ff1cult for the other Agencies to 
encourage private sector involvement due to the peripheral nature of the areas served 

The costs of prov1S1on of butldings were reviewed and found to be wtthm a reasonable 
range, apart from three Udaras projects which had a high spec1ftcat1on The option 
of refurb1shmg ex1stmg older butldmgs m the property portfolios ts not seen by the 
Agencies as econormc as many of the but!dmgs are m areas where there ts no demand 

The Agencies establish the sellmg price of butldmgs by reference to independent 
valuations of prevatlmg market value Shannon Development and An tUdaras 
achieved good pnces for transactions m 1995 and 1996 The prices achieved by IDA 
Ireland were lower due to the age and condit10n of the bmldings sold and m some 
cases, to lease cond1t1ons which fixed rents at low levels 

Return on Investment in Property 

The Agencies do not keep adequate mformat10n to use the conventional approach for 
measuring the return on thetr investment m industrial property This approach would 
deterrmne the econormc return achieved by reference to the present value of the cash 
flows experienced over the penod of ownership Performance would be evaluated by 
relating the return achieved to the public sector discount rate which takes account of 
the special market condmons experienced by the Agencies 

In estabhshmg the econormc return achieved on property tt 1s important to elirmnate 
all 1mplic1t subsidies to tenants m the form of uneconormc rents These subs1d1es 
should be considered when evaluating the performance of the Agencies m thetr core 
act1vmes of industrial development and econormc growth 

The financial rate of return achieved by the Agencies m 1996 was between 3% and 
4 7% which ts considerably lower than the public sector discount rate Apart from the 
implicit subs1d1sat10n of charging rents which did not recover the cost of property 
prov1s10n, the rate of return reflects a lack of economy and efficiency through holdmg 
too much land for too long, holding property for which there ts no market and a 
willingness to bear high current property costs 
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1 Introduction 

1 1 IDA Ireland, Shannon Development and Udaras na Gaeltachta (An tUdaras)' are each 
involved in a maier way in the prov1s10n and management of industrial property 
within their respective geographical areas At the end of 1996, the Agencies held 
portfolios of industrial property compnsing a total of 1 2 rmlhon square metres of 
factory space and almost 2,200 hectares of land zoned for industrial purposes The 
combined book value of the industrial property was £27 4 rmlhon 

1 2 The Agencies also hold other kinds of property not directly related to mdustrial 
development For example, all the Agencies own buddings which they occupy in the 
prov1S1on of the1r services Shannon Development owns tourism-related property in 
many locations within 1ts reg10n and other properties in Shannon Town An tUdara; 
owns some tourist fac1lmes and property for community act1v1ty in many locations. 

1 3 For each of the Agencies, the main reasons for involvement in the prov1S1on of 
industrial property relate to the achievement of the1r core ob1ect1ves (see Figure 1 1), 
rather than to the achievement of target financial returns on the resources invested in 

property. 

The Role of Property in Industrial Development 

1 4 The availab1hty of smtable property at a competmve cost 1s one of several factors 
which influences dec1S1ons about where to locate industrial enterprises For 
internat10nally-mob1le investment, the strategic dec1S1on about selecting a country to 
locate in tends to be influenced most by issues such as access to target markets, 
attracllve taxation and grant-aid regimes and the ava1lab1hty and cost of a smtable 
labour force and raw materials. Once the country 1s selected, property issues usually 
play a stronger role in deterrmning the spec1f1c area within the country where the 
enterprise will be located 

1.5 The right kind of property for a proposed investment (for example, a site with access 
to reqmred infrastructure) can stimulate industrial investment and 1s often dec1S1ve 
in the chmce between locat10ns. The time reqmred to provide property, and its cost, 
can also be influential on industrial locat10n dec1S1ons. 

Policies on Property Provision 

1.6 The Agencies became involved in property prov1S1on because of a failure by the 
property market to supply suff1c1ent smtable property throughout Ireland in a umely 
manner and at a competmve cost, making It d1ff1cult to ensure geographically 
balanced econormc development Property prov1S1on is also intended to mmulate a 

!DA Ireland, Shannon Development and Udaras na Gaeltachta are collectzvely referred to zn 
thzs report as the '.Agencies' 

1 



D IDA Ireland region 

~] Shannon region 

• Gaeltacht areas 

"• 

The Provision and Management ofIndustrial Property 

Figure 1.1 Core functions and geographic areas served by the Agencies 

IDA Ireland's primary ob1ect1ve 1s to create employment m Ireland by encouraging 
1nternat1onally mobile proiects to locate m Ireland It also aims to get the best possible 
spread of such proiects around the country It operates 1n con1unct1on with Enterprise 
Ireland, which 1s responsible for the development of 1nd1genous business, under the aegis 
of Forfas and the Department of Enterprise, Trade and Employment 

Shannon Development 1s responsible for economic development 1n the Shannon region 
(see map) It 1nit1ates, part1c1pates 1n and supports integrated development act1v1ty which 
aims to achieve sustained economic growth 1n its region It operates under the aegis of the 
Department of Enterprise, Trade and Employment 

Udaras na Gaeltachta has overall respons1b11ity for the economic, social and cultural 
development of the Gaeltacht Its primary ob1ect1ve 1s to encourage the preservation and 
extension of the use of the Irish language as the everyday language of the Gaeltacht 
communities The establishment and development of JOb·creat1ng industries and services 1n 
the Gaeltacht regions are used as instruments to achieve the primary ob1ect1ve The 
Gaeltacht regions are widely dispersed (see map), are situated 1n some of the most 
peripheral areas of the country and do not have any maier centres of population The 
Agency operates under the aegis of the Department of Arts, Heritage, Gaeltacht and the 
Islands 
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Introduction 

higher rate of project start-ups than would otherwise be achieved and to reduce the 
time elapsmg between the dec!Slon to mvest m an enterprise and the creation of the 
related jobs. 

1 7 The Agencies also use the provision of mdustnal property strategically m relation to 
the development of small and medmm mdustry through the operat10n of enterprise 
centres and 'mcubator' space These are mtended to allow new enterprises to develop 
without the need to mvest heavily m property and to reduce the costs of the prov1s1on 
of shared services 

1.8 Historically, the prov!Slon of advance factories was seen as a critical rncent1ve m 
attractrng mward rnvestment As a direct result tif government policy, an extensive 
programme of advance factory construction was undertaken m the 1970s and early 
1980s m order to facilitate reg10nal development A 1984 White Paper on Industnal 
Policy accepted that the ava1lab1lity of mdustrial sites and factory space was essential 
for mdustrial development but concluded that the ex1stmg supply of land and 
buildings exceeded foreseeable demand. It recommended reductions m advance 
factory construct10n and rn the amount of land held 

1 9 In the late 1980s, a s1gmf1cant amount of vacant factory space and land which was 
unlikely to be used was disposed of by the (then) Industnal Development Authonty 2 

However, the Agency contmued to hold a large portfolio of mdustrial land and 
bu1ldmgs 

1 10 A detailed exanunat10n of the property funcuon m IDA Ireland/Forbatrt was 
undertaken by Jones Lang Wootton and Indecon Consultants (JLW /Indecon) rn 1995 
In response to the report's fmdings, there was a major change rn policy m relat10n to 
rndustrial property. The marn elements of the new policy were 

• for the future, the State should mrn1m1se its rnvolvement m ownership of 
rndiv1dual bmldmgs and should, as far as 1s practical, dispose of 1ts holdmgs of 
mdustnal property 

• the private sector should be encouraged to take a much more active role rn the 
prov!Slon of rndustrial property. 

1.11 IDA Ireland 1s currently actively pursumg the policy of disposmg of existrng property 
where appropriate In 1997, some seventy properties totallmg 97,000 square metres 
of factory space were sold by the Agency No new factory space 1s now provided 
directly by IDA Ireland, which relies mstead mamly on private developers and grant 
assistance to mdustrial mvestors to provide their own prenuses It sull plays a central 

2 The Industnal Development Authonty and Eolas were restructured with effect from 1 January 
1994 to create three new bodies IDA Ireland, Forbatrt (now Enterprzse Ireland) and Forfds 
The latter is responsible for po!tc:y co-ordination and advice on industrial development 

3 
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role m ensunng there 1s adequate land zoned and developed for mdustnal purposes 
1n the regions 1t serves 

1 12 	 The JL W /Indecon report and the Mm1ster's response did not explicitly address the 
posmon of the other Agencies but the Department of Enterpnse, Trade and 
Employment's posmon 1s that the policy dec1S1ons are also mtended to apply to 
Shannon Development That Agency 1s m agreement with most of the report's 
fmdmgs and recommendations but has strong reservations about the recommendation 
to sell off as much property as possible. Shannon Development considers that policy 
to be m direct conflict with 1ts primary objecttve of reg10nal development, m 
particular the generat10n of mvestment by smtable mdustrial promoters Property 
revenue is also the mam vehicle for ach1evmg fmancial self sufflClency In general, 
Shannon Development will only dispose of property assets at replacement cost or 
market value 

1 13 	 Because of the reluctance of private mvestors to bmld m the remote locations of the 
Gaeltacht, An tUdaras 1s directly mvolved m the prov!Slon of almost all the mdustrial 
property reqmred for grant-assisted mdustry It rarely disposes of property because 
the sale prices obtamable are very low relative to the costs of replacement of factory 
space m the regions served The Department of Arts, Heritage, the Gaeltacht and the 
Islands (which oversees An tUdaras) 1s not mvolved m policy formulation m relation 
to property management, respons1b1hty for which 1s left to An tUdaras 

Objectives of the Examination 

1 14 	 There are a number of reasons for carrymg out a value for money exanunation of the 
Agencies' management of their mdustrial property portfolios 

• 	 The ex1stmg property portfolios represent a very s1gmfrcant mvestment of tax 
payers' money 

• 	 Because the Agencies' property functions are subordmate to the achievement of 
their core objectives, there is a nsk that they may not achieve economy and 
efflClency m the acqmsmon, use and disposal of property assets 

• 	 There 1s a very clear divergence m the operat10nal policies adopted by the 
Agencies m relation to the management and holdmg of mdustrial property 

• 	 The extent of pnvate sector mvolvement m property prov!Slon and the existence 
of a viable commercial market for mdustnal p1 operty differs m the areas served 
by each Agency This has important effects on the methods for measunng the 
performance of the Agencies 

1 15 	 The objective of the exanunation was to establish the extent to which the Agencies 
manage the prov!Slon of mdustnal property to meet demand m an economic and 

4 
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efficient manner. In particular, the exammatlon sought to address the followmg issues. 

• 	 Are the property portfol10s managed economically and eff1C1ently) 

• 	 Is mdustnal property acqmred, developed and disposed of m an econonuc and 
eff1c1ent manner? 

• 	 Do the Agencies have appropnate performance measurement systems takmg mto 
account their diverse pnmary objectives) 

Scope of the Examination 

1 16 	 The exanunat10n focused on the prov1s1on and management of mdustnal property by 
the Agencies and on how those activities are related to their pnmary roles 

1.17 	 When the exanunatlon was undertaken, the latest available complete mformat10n 
about expenditure on property amvmes related to the calendar year 1996 For this 
reason, the data analysis earned out relates to the penod 1995 and 1996. However, 
the Agencies' current practices m relat10n to mdustnal property were also reviewed 
and are reported here 

1.18 	 The exanunat1on did not mclude reviews of the pro1ect management of spec1f1c capital 
contracts by the Agencies or of the economy, eff1c1ency or effectiveness of the 
Agencies' mdustnal project assistance act1v1t1es. The management of other forms of 
property (e g the Agencies' own admimstrat1ve buddmgs or tounsm or commumty 
fac1l1t1es) was not reviewed 

Examination Methodology 

1 19 	 The exammatlon was conducted by staff of the Office of the Comptroller and 
Auditor General with the assistance of L1sney, consultant chartered surveyors 

1 20 	 Detailed d1scuss10ns were held with key property and other executives m the three 
Agencies to ascertam current policies, practices and procedures. Meetmgs were also 
held with relevant officials m the Department of Enterpnse, Trade and Employment, 
the Department of Arts, Heritage, Gaeltacht and the Islands and the Department of 
Fmance. 

1 21 	 Relevant reports, documents and databases were exanuned and analysed, mcluding the 
1995 review earned out by JLW /Indecon and a 1994 study of State support for 
mvestment m mdustnal land and bmldings earned out by the Industry Evaluation 
Umt of the Department of Enterpnse, Trade and Employment 

5 



2 Management of Current Property Portfolios 

2 1 	 This chapter exarmnes aspects of economy and eff1C1ency associated with the use of 
the mdustnal property held by the Agencies The value for money issues related to 
changes m the capital value of mdustnal property assets ansmg from acqu1S1t10ns, 
development and disposals are considered m Chapters 3 and 4 

Performance Indicators for Property Management 

2 2 	 Commercial mvestors m property assets expect to receive a fmanc1al return related 
to their use while the assets are held and to benefit from appreciat10n m their capital 
value when the assets are sold The benefits denved from commercial property 
management can be assessed m terms of the profit earned from managmg the assets 
and the gam or loss on Its eventual disposal 

2 3 	 The pnmary ob1ect1ve of the Agencies 1s to use their property assets to achieve wider 
mdustnal promot10n and Job creation ob1ect1ves and this mvolves makmg declSlons 
to mvest m areas where 1t may not be possible to earn the level of returns which 
would attract pnvate sector mvestors. Accordingly, m measunng the value for money 
achieved by the Agencies, It 1s important to separate the costs and benefits associated 
with the promotion of economic or reg10nal development from those purely 
associated with property management Any companson between the performance 
of the Agencies and the pnvate sector must also take mto cons1derat1on the 
unw11lmgness of the pnvate sector mvestor to mvest m some of the areas served by 
the Agencies 

2 4 	 The level of costs associated with holdmg, mamtammg and adrmrnstenng property 
asset portfol10s 1s a measure of the economy achieved by the Agencies m managmg 
the assets. The appropnateness of the property relative to Its mtended use 1s a further 
measure of economy whKh 1s beyond the scope of the exammat10n 

Figure 2.1 Value for money indicators m property management 

Economy Costs of holding, ma1nta1ning and administering property • 
indicators assets 

• Su1tab11ity of property for its intended use 

Efficiency Nature and extent of the use of property (occupancy) • 
indicators Life time occupancy rate• 

Unit cost of holding property• 
Revenue per unit of property • 

Effectiveness Optimal usage of property assets to achieve primary • 
indicator ob1ect1ves of the Agencies 

6 
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2.5 The Agencies provide mdustnal property not for thetr own direct use but for use by 
their clients Ideally, the effective use of the property assets would be achieved when 
the property m the portfolios would be actively m use all the time In practice, this 
1s not achievable, for a vanety of reasons For example, a certam amount of vacant 
property 1s reqmred for promotional purposes The extent to which md1v1dual 
property umts and the overall portfolio are m use and the nature of the use of 
property are pnmary mdicators of eff1c1ency m managmg the assets Smee the 
operat10nal ob1ect1ve 1s to rent out property to tenants, the revenue per umt of 
property 1s a further measure of eff1c1ency 

Management Information 

2 6 Each of the Agencies uses a number of property databases to record mformauon 
about thetr property holdings None of the databases satisfy the entire mformauon 
reqmrements for performance management analysts This impedes thetr ability to 
evaluate how econorrucally and eff1c1ently the portfolios are bemg managed and to 
make appropnate changes to improve the value for money achieved 

2.7 The ma1or def1c1enc1es m the ex1stmg databases are 

• Important mformat10n about the current condmon of bmldings and the state of 
development of sites 1s not always available on the property databases 

• There 1s very little mformauon readily available about the life cycle of property 
assets e g the history of occupation of a umt smce its acqmsmon 

• The Agencies' fmancial management systems contam some mformauon about 
property (e g capital values, rents received, costs of property operations) but the 
informatlon is not integrated with the property databases In addit10n, a factory 
unit may be defmed differently m the separate systems w1thm each Agency As 
a result, It 1s very difficult to establish the costs and revenues associated with 
md1v1dual property assets 

2 8 New property mformauon systems are bemg developed by both Shannon 
Development and An tUdaras. The new systems are mtended to integrate fmanc1al 
and property mformauon and are expected to provide mformauon which will 
facilitate performance analysis, elirrunatmg the 1denufied defic1enc1es The IDA 
Ireland database 1s the most comprehensive and 1s subject to ongomg enhancements 

2 9 The def1c1enc1es m the Agencies' property databases created diff1culues m carrymg out 
this exarrunauon. A further difficulty arose m makmg compansons between the 
Agencies because of differences m defmmons and m the level of detail available 
Where possible, the data presented m this chapter 1s based on common defm1t10ns 
In a few cases, the requ!red data was not available and t!us 1s md1cated where 
appropnate 
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Composition of the Property Portfolios 

2 10 	 Table 2 1 shows summary details of the factory space held by each of the Agencies at 
the end of 1996 In add1t10n, each of the Agencies had substantial holdmgs of land 
mtended for mdusmal use The combmed net book value of the land and bu1ldmgs 
portfolio for all three Agencies was £27 4 nullion. 

Table 2.1 Summary of industrial property holdings, by Agency, at encl 1996 

Factory space Number of 
000 m' factory u mis 

IDA Ireland 582 807 

Shannon Development 399 550 

Udaras na Gaeltachta 246 379 

All Agencies 1,227 1,736 

Source 	 Annual reports and management reports of the Agencies 

2 11 	 Most of the property mcluded m the portfolios 1s owned outright by the Agencies 
The IDA Ireland portfolio mcludes 93 factory umts totallmg over 113,000 square 
metres of factory space (almost 20% of the total space held by the Agency) which were 
leased from pnvate developers m the penod 1981to1985 on 35 year leases 

2 12 	 IDA Ireland has a lugher proportion of large mdustnal umts (1 e. more than 3,600 
square metres) m Its portfolio than either Shannon Development or An tUdaras (see 
Table 2.2) The latter two Agencies have substanually more nud-s1zed umts (i e 
between 900 and 1,800 square metres). Many of the smaller umts (450 square metres 
or less) m IDA Ireland and Shannon Development are grouped m mcubator umts, 
cluster umts and enterpnse centres, sharmg common facilities 

2 13 	 A substantial amount of the factory space held by the Agencies 1s quite old At the end 
of 1996, the average age of the umts m IDA Ireland's portfolio was 17 years and very 
11ttle of the space had been bmlt after 1985. The average age of the umts m Shannon 
Development's portfolio was around 20 years while the umts m the Udaras portfolio 
were, on average, 15 years old Further detail on the age profile of the portfolios is 
given m Appendix B 

Current Property Costs 

2 14 	 The Agencies mcur substantial current costs m managmg their mdustnal property 
portfolios Total expenditure m 1996 is esumated to be £7 9 nullion (see Table 2 3) 
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Table2.2 Industrial property holdings, by Agency and size of umt, at end 
1996 

Size of unit IDA Shannon An All 
Ireland Development tUdaras Agencies 

450 m' or less 11% 13% 17% 13% 

450 - 900 m' 8% 10% 20% 11% 

900 - 1,800 m' 8% 34% 22% 19% 

1,800 - 3,600 m' 29% 17% 21% 24% 

Over 3,600 m' 44% 26% 20% 33% 

All sizes of unit 100% 100% 100% 100% 
(thousand square metres) (582) (399) (246) (1,227) 

Source Analysis of Agencies' databases by Office of the Comptroller and Auditor General 

Table 2.3 Industrial property current costs, by Agency, 1996 

Expenditure category IDA Shannon An All 
Ireland Development tUdaras Agencies 

£m £m £m £m 

Holding costs 

Maintenance and services 1 85 1 31 0 68 3 84 

Light, heat, power 

Rates and insurances 

Total holding costs 

Administration costs 

0 22 

0 35 

2 42 

1 14' 

0 37 

0 40 

2 08 

1 05 

0 07 

0 20 

0 95 

0 22 

0 66 

0 95 

5 45 

2 41 

Total current property costs 

Holding costs perm' 

3 56' 

£420 

313 

£5 20 

1 17 

£390 

7 86 

£4 40 

Notes a Excludes cost of negot1at1ng private sector prov1s1on of new 1ndustnal property 
b /DA Ireland also incurred current expenditure of £0 5 m1//Jon 1n 1996 1n respect of the 

amount of rental tor the properties 1t holds on 35-year leases not recovered from sub­
tenants See paragraph 2 11 

Source Analysis of Agencies' annual reports and management reports by Office of the Comptroller 
and Auditor General 
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2 15 	 The property consultants engaged to assist m the exammatlon pomted out that, for 
pnvate sector property developers, annual property holdmg costs would normally be 
m the range £2 25 to £3 25 per square metre. The umt holdmg costs mcurred by all 
the Agencies were s1gmf1cantly above this range The cost mcurred by Shannon 
Development was almost 60% higher than the maximum. 

2 16 	 Holdmg costs are higher for the Agencies than for commercial property developers for 
a number of reasons 

• 	 Pnvate sector developers usually ms1st on lease agreements which transfer 
respons1b1lity for most current property costs (e g mamtenance, repairs, security, 
msurances, up-keep of grounds and local authonty rates) to thelf lessees. The 
Agencies' policy 1s generally to recover these costs when agreemg new leases but 
this was often not done m the past 

• 	 Due to the mdustnal development role of the Agenc1e,, their mdustnal properties 
frequently had a higher spec1frcat10n than the pnvate sector and needed to be 
mamtamed to a higher standard However, the property consultants ass1stmg with 
the exanunat1on were of the opm10n that the standard of recent pnvate sector 
busmess parks matched that of the Agencies for a lower mamtenance cost 

• 	 In a number of cases, the Agencies bear the costs of mamtenance, cleamng of 
common areas, site security and landscapmg even though the current leases provide 
for these charges to be recovered from the tenants 

• 	 All of the Agencies allow umts to be occupied on the baSJS of temporary leases and 
handover letters pendmg the fmahsatlon of formal lease agreements In a linuted 
number of cases, leases are not subsequently agreed many years after occupancy 
commenced 3 As a result, there may be amb1gmty over who should bear the 
mamtenance and other holdmg costs of the property and who bears respons1b1lity 
for ensuring compliance with health, safety and pollution leg1slauon This practice 
would rarely occur m the private sector 

• 	 The age profile of the portfolios mchcates that much of the property held 1s old and 
would reqmre a high level of repalrs and mamtenance 

• 	 In certam S1tuat10ns, the Agencies carry out repairs and mamtenance work to 
bmldmgs which are occupied Such work may, for mstance, relate to faults which 
were not apparent at the time of occupation, for example, roof leaks 

In Shannon Development, some 54 property unzts which were occupied for more than a year 
m January 1998 were let without formal signed leases being put m place 1bere are a number 
ofsimilar cases m each ofthe other Agencies 
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Occupancy of Industrial Property 

2.17 	 From an efficiency point of view, it is desirable that expensive property assets are not 
left unused for long periods However, rmnirmsing the level of property vacancy 
could conflict with the Agencies' policy of maintaining a bank of advance factory 
space to facilitate quick start-ups for mobile investment projects, which is a key 
contributor to their effectiveness. The requirement is to identify the appropriate 
balance between the efficiency and effectiveness objectives 

2.18 	 The property in the Agencies' portfolios 1s categorised in a variety of ways in terms 
of its occupancy status (see Figure 2 2) For s1mplic1ty, these are reduced to two 
categories ('occupied' and 'vacant') for the purposes of this report. It should, however, 
be recognised that once an Agency reserves a vacant prermses for a specific project, 
that property is no longer available for promotion to other potential investors 

Figure 2.2 Occupancy status of industrial property 

Occupied • long term lease (usually 20 or 21 years) 

property • short term lease (up to 5 years) 

• 	 temporary letting, typically where small vacant units are 

let on a short-term basis for use as temporary stores 

Vacant • 'reserved' for a specific industrial proiect 

property • vacant 

Occupancy Targets 

2 19 	 None of the Agencies have set target occupancy levels although all have pointed out 
the importance of having some vacant property to show to v1s1ting industrialists 

2 20 	 Private sector property companies would expect to achieve at least 90% occupancy 
over the useful life of the assets. This allows for periods of vacancy before and 
between lettings 

2 21 	 At the end of December 1996, around 83% of the industrial space held by the Agencies 
was occupied (see Table 2.4) While the overall occupancy rate had changed very 11ttle 
by the end of June 1998, there were significant changes m the rates for the Agencies 

2 22 	 The occupancy rate for the IDA Ireland portfolio fell from 87% to 82% because 
almost all of 145,000 square metres of property sold by the Agency m the mtervening 
period was occupied space. There was a slight mcrease m the amount of vacant space 
held by the Agency (up from an estimated 76,000 square metres m 1996 to almost 
79,000 square metres m 1998) 
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Table 2 4 Occupancy rates, by Agency, at December 1996 and June 1998 

Proportion of factory space occupied 

December 1996 June 1998 

IDA Ireland 87% 82% 

Shannon Development 77% 85% 

Udaras na Gaeltachta 84% 86% 

All Agencies 83% 84% 

Source 	 Analysis by Office of the Comptroller and Auditor General 

Composition of Vacant Space 

2 23 	 Much of the vacant factory space held by the Agencies at the end of 1996 was 
concentrated in a relatively small number of units (see Table 2 5) Around 58% of 
IDA Ireland's vacant space was concentrated in umts m excess of 1,800 square metres. 
The bulk of vacant space m the other two Agencies was concentrated in rmd-s1ze umts 
ranging from 900 to 1,800 square metres 

2 24 	 IDA Ireland's vacant space included some 7,300 square metres of space in 13 pnvately­
owned properties held on 35 year leases Although vacant, the full hab1hty for 
holding costs and rental payments for these properties rests with the Agency 

2 25 	 A considerable amount of the vacant property held by Shannon Development and An 
tUdaras 1s qmte old and would reqmre extensive refurbishment before 1t could be 

Table 2.5 Vacant factory space, by Agency and size of unit, at end 1996 

Size of unit 

450 m' or less 

450 - 900 m2 

900 - 1,800 m' 

1,800 - 3,600 m2 

Over 3,600 m' 

All sizes of unit 

IDA 

Ireland 


21% 

10% 

11 % 

33% 

25% 

100% 

Shannon 

Development 


15% 

15% 

43% 

16% 

11% 

100% 

An 
tOdaras 

18% 

18% 

37% 

9% 

18% 

100% 

All 

Agencies 


18% 

14% 

31% 

20% 

17% 

100% 

Source Analysts of Agencies' databases by Office of the Comptroffer and Auditor General 
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used However, as many of the vacant units are located m peripheral reg10ns which 
are less attractive to project promoters or to pnvate sector property providers, there 
1s no perceived econonuc benefit to be achieved from refurb1shmg them. Both 
Agencies have mdicated that these properties are also unsmtable for use for promot10n 
purposes As a result, while they have relatively lower rates of occupancy than the 
pnvate sector, at the same time they have little property to use to attract mvestment 
projects 

2.26 	 In settmg target occupancy rates and momtormg performance, the Agencies should 
specifically identify property which 1s unpromotable and state the1r policies for 
dealmg with 1t. 

Lifetime Occupancy ofIndustrial Units 

2.27 	 The occupancy rate over the lifetime of property assets 1s an mchcator of the eff1c1ency 
with which a property asset has been used The Agencies' property databases do not 
facilitate analysis of the lifetime occupancy rate of the factory space m the Agencies' 
current portfolios. 

2.28 	 The 1995 JLW /Indecon study mcluded an analysis of the IDA Ireland portfolio to 
establish the lifetime occupancy of the umts. The study found that the property held 
at the end of 1994 had been occupied for only 64% of the time smce 1t had been 
acquired. Bmlchngs over 1,800 square metres and cluster/mcubator type umts had the 
lowest lifetime occupancy rates In penpheral areas, lifetime occupancy levels of 
under 50% were achieved 

2 29 	 Low levels of lifetime occupancy of mdustnal space 1s consistent with the earlier 
government policy of prov1dmg a large proport10n of advance factory space. 

Industrial Property Revenues 

2.30 	 Because the Agencies provide mdustnal property assets to their clients on a rental 
basis, the level of eff1c1ency achieved should also be measured m terms of the revenue 
realised per umt of property let 

Setting Rent Levels 

2 31 	 The rents which new occupiers of property are w11lmg to pay usually reflect the 
current level of demand for property and the quantity of property which 1s available 
The level of rents paid by eXJstmg occupiers reflects market concht10ns m the past and 
the duration of the lease arrangements entered mto Commercial property developers 
will be attracted mto the market to the extent that the rents achievable are suff1c1ent 
to generate the developers' target rate of return on the1r mvestments 
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2 32 	 The mam reason the Agencies became mvolved m property provlS!on was because the 
market was fa1lmg to supply property m many places at pnces which potential 
occupiers could afford The econonuc argument for this approach 1s based on the 
belief that the public sector does not need to achieve as high a rate of return as 
commercial operators would reqmre and so could afford to operate m circumstances 
where the pnvate sector will not On that baSIS, the Agencies could supply property 
at affordable pnces m more places than the pnvate sector would and still achieve 
acceptable econonuc returns If they received a level of rental mcome which failed to 
yield the reqmred rate of return on the money mvested, they would be subs1dismg the 

enterprises occupymg the sp•ce provided 

2 33 	 Smee the Agencies can mfluence the demand for space through the1r mdustnal 
development acnvmes and are also mvolved to varymg degrees m supplymg space to 
meet that demand, they have effectively become the market makers m many areas and 
heavily mfluence the market. In those circumstances, 1dent1fymg a meanmgful market 
rent level for mdustnal property 1s very d1ff1cult 

Rents for New Lettings 

2 34 	 All of the Agencies state that the rents they charge for new lettmgs are the best rates 
ach1eva ble given the circumstances of each case ~ocat10n, age and condition of the 
property and the type of prospecnve tenant) and current market conditions. For IDA 
Ireland and Shannon Development, this mvolves applymg high rentals m the1r pnme 
areas and estates and lower rents m other letung locations. 

2 35 	 For many tenants, the Agencies agree to pay rent reduction grants for a penod as an 
mducement to the tenant to undertake the mvestment m quest10n For IDA Ireland 
and Shannon Development, there 1s usually a relatively small reduction for a short 
penod For An tUdaras clients, there may be a higher level of discount for a penod 
of five to ten years 

Guideline Rents 

2 36 	 A set of gu1delme rent levels which were ongmally drawn up m respect of the IDA 
Ireland portfolio evolved over a number of years mto what is effectively a shared view 
of the rent levels achievable m the vanous market segments The Agencies test the 
reasonableness of the proposed rents charged for new lettmgs or at rent reviews agamst 
those gmdehnes In 1996, the gu1delme annual rents were 

• 	 £4 3 per square metre for mdustnal umts m Dublin 

• 	 £32 30 per square metre for large units and £29 60 for smaller umts m most area. 
outside Dublm 
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• 	 £25 80 per square metre for large umts and £23 70 for smaller umts m Gaeltacht 
areas (1 e a 20% discount on rents charged m other areas outside Dublin) 

2.37 	 The gu1delme rents were arnved at by the Agencies takmg mto account their own 
knowledge of the property market and mdependent profess10nal advice The rates are 
reviewed regularly and while there have been some changes from time to time, the 
rates set have, m general, been qwte stable For mstance, the guide pnce of £32 30 for 
larger umts outside Dublm has remamed unchanged over the penod 1991 to 1998 

although the pnce mdex for mdustnal property rents mcreased more than the general 
rate of pnce mflat1on over the same period IDA Ireland considers that the gwdeline 
rents were somewhat above the market level for a number of years but are now more 
m !me with the preva1lmg rates 

Average Revenue per Square Metre 

2.38 	 The guideline rents have not been adopted by the Agencies as formal targets for rents 
charged. However, smce the guidelines are regarded as md1cators of the market rate, 
the average rental revenue per square metre can be compared to the gu1delme to give 
some mchcat10n of the Agencies' performance m settmg rents 

2 39 	 Table 2 6 shows the esnmated gross rent received by each of the Agencies m 1996, 

before allowance 1s made for rent reduction grants The average rent received per 
square metre of occupied property 1s also shown and 1s expressed as a percentage of the 
relevant 'standard' gwdelme pnce 

Table 2 6 Rental income, by Agency, 1996 

Rental 
income 

Average rental 
income per m2 of 
occupied space 

Guideline 
rent' per 

m2 

Average% of 
guideline rent 

achieved 

IDA Ireland £14 2m' £28 06 £32 30 87% 

Shannon 
Development 

£90m £28 96 £32 30 90% 

Udaras na 
Gaeltachta 

£41m £19 95 £25 80 77% 

All Agencies £27 3m £26 82 

Notes a If the Agencies' property databases could readily generate profiles of the locat1on and 
size of 1ndustnaf units, a weighted guideline could be used here 

b This includes £3 4 m1//1on rental received 1n respect of the property which /DA Ireland 
holds on 35-year leases 

Source Analysis by Office of the Comptroller and Auditor General 
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2 40 	 For all three Agencies, the average rent received m 1996 was lower than the standard 
gmdelme pnce Shannon Development was closest to the guideline The average 
rental received by IDA Ireland mcludes rent from property let m Dublm but was sttll 
considerably below the guidelme pnce it set for property outside Dublm. The average 
for An tUdaras was substanually below ns gmdelme rate 

2 41 	 This analysis suggests that the rents charged, particularly for the property m the IDA 
Ireland and Udaras portfolios, are m many cases s1gmficantly below market levels. In 
part, this may anse because some property is occupied on the baSIS of temporary 
lettmgs at low rents, on the pnnc1ple that some rent is preferable to no rent, if the 
property was left vacant (For mstance, IDA Ireland has let a very large vacant umt 
at a rental of £0.43 per square metre) In some cases, where clients require smaller 
umts than are available m a particular area, they may be allocated a larger umt at a rent 
level based on the amount of space the chem requires. The more sigmficant reason 
for the shortfaJl is that, over many years, the rents set for the Agencies' property did 
not reflect the prevailing market rates and/or that the rent review mechamsms built 
mto the lease agreements have failed to raise the rent roll m !me wnh market pnces 
generally. 

2 42 	 The failure to set rents at market levels means that many of the Agencies' tenants, and 
parttcularly those of IDA Ireland and An tUdaras, have benefitted sigmficantly from 
a form of hidden subsidy Furthermore, smce property values are usuaJly related to 
the rent generated, the capital value of many of the Agencies' mdustnal unns is also 
reduced 

Conclusions 

2 4 3 	 The Agencies' capacny to appraise the economy and efficiency of their property 
operauons is impeded by deflClencies m their current property mformauon systems 
All the Agencies are workmg on improvmg their systems 

2 44 	 While the ava1lab1hty of a stock of vacant promotable factory space m a range of 
locations is regarded by aJI the Agencies as bemg of strategic importance, none of them 
have set target occupancy levels for their portfolios AJI the Agencies have s1gmf1cant 
amounts of property which they regard as unpromotable for mdustnal purposes 

2 45 	 The Agencies effectively subsidise the property costs of many of the enterpnses which 
occupy the mdustnal umts m the portfolios The mam ways m which this ts done is 
through the Agencies bearmg some property holdmg costs which commercial 
operators would pass on to their tenants and m settmg rent levels below prevailmg 
market pnces. Recent practice m the Agencies suggest that this subs1d1sauon is bemg 
phased out but ex1stmg lease agreements mean that the subsidy element w11l contmue 
to be borne for some considerable time 
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3 Industrial Land and Infrastructure 

3 1 	 The Agencies acquire land with the mtennon of developmg 1t to ensure that they can 

satisfy the demand for land for mdustnal development w1thm a reasonable penod 4 

An undersupply of land would be a senous impediment to mdustnal and reg10nal 

development but holding more land than 1s reqmred would be an meff1c1ent use of 

capital resources There could also be a nsk to economy and eff1c1ency 1f the cost of 

acqmrmg and developmg land 1s too high or 1f the proceeds achieved on disposal are 

too low 

Figure 3.1 Performance measures for acqu1s1tion, holding and disposal of land 

Acquis1t1on Total purchase cost • 
• Purchase cost per hectare 

• Development cost per hectare 

Hold mg • Land held as a multiple of annual demand 

Disposal • Revenue from sale of land 


• Sale price per hectare 


• Capital gain/loss on disposal 

• Economic yield achieved on disposal 

3 2 	 Table 3 1 sets out the amounts spent by the Agencies m 1995 and 1996 m acqumng 
and developmg land It also shows the amount realised through land sales 

Table 3.1 Value of land acquisitions and sales, in 1995-1996 

IDA 
Ireland 

Shannon 
• Development 

An 
tOdaras 

All 
Agencies 

£m £m £m £m 

Land purchases 

Expenditure on land development 

Total cost of land development 

Revenue from land sales 

11 6 

5 1 

16 7 

13 5 

0 1 

28 

29 

45 

0 1 
I 

11 8 

1 3 I 92j_ _____ 

1 4 
I 

21 0' !----1---­

I 18 0 

Source 	 Analysis by Office of the Comptroller and Auditor General 

4 Shannon Development considers that the avatlabtlity ofdeveloped infrastructure can be used 

strategically to generate demand from industrialists in specifically targeted sectors and 

investment by the pnvate sector in the provision ofspeculative space, for example, through the 

development oftechnology parks 
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Figure 3 2 Land acqu1s1t1on and disposal act1v1t1es 

Land development Land use 
(lead time 2 to 3 years) 

Use for construction 
of Agency owned 

factories 
-

- Develop site 
Purchase land - infrastructure 

~ 

Sell to private 
developer or 

promoter 

Dispose of surplus 
land 

Acquisition and Development of Industrial Land 

3 3 	 The Agencies aim to ensure that there 1s an adequate supply of serviced land suitable 
for bu1ldmg factories or other mdustnal umts w1thm their respective regions Because 
of the long lead times m acqumng land and mstallmg mfrastructure, most mdustnal 
land development 1s performed by the Agencies themselves In some cases, they also 
provide and manage on-gomg services such as sewage treatment works Local 
authont1es m many non-Gaeltacht areas have also undertaken some land development 
but on a much smaller scale 

3 4 	 Figure 3 2 outlmes the range of act1vmes mvolved m the development and use of 
mdustnal land 

3 5 	 JL W /Indecon esumated that the rmmmum lead time for acqumng land and mstallmg 
basic mfrastructure such as water, sewerage, service roads and ut1ht1es 1s between two 
and three years Ideally, services would only be mstalled when a use for the land has 
been 1dent1fied but this 1s not usually practical for the Agencies, who must undertake 
development m advance of 1dent1fymg end-users As a result, they may strategically 
hold some land for a penod without perforrmng any development work. They may 
also have land which 1s fully serviced but which 1s not uuhsed for long penods. 
Unfortunately, the current property databases do not permit the land bank to be 
analysed from these perspecuves 
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3 6 	 The development of infrastructure for land 1s not an end in itself It only has value 
when the land 1s used for the purpose intended, which in this case 1s the construct10n 

of industrial umts by the Agencies, the industrial project promoters themselves or 
private developers or local authorities Due to the long lead times, changes in strategy 
and in external c1rcumstances can mean that some of the land in the portfolio may 
effective! y become unsuitable for industrial purposes The most eff1C1ent action in 
these cases may be to dispose of the surplus land where it 1s econom1cally beneftCial 

Changes in the Agencies' Land Holdings 

3 7 	 At the end of 1996, the total amount of land held by the Agencies for industrial 

purposes amounted to almost 2,200 hect~res (see Table 3 2) In the years 1995 and 
1996, the Agencies used an estimated 10 hectares for building factories and sold a 
further 153 hectares In the same penod, they bought over 200 hectares, w1th the 
result that the total amount of land held increased slightly. 

3 8 	 Most of the act!V!ty cons!Sted of land acquismons and disposals by IDA Ireland The 

provmon of serviced land in suitable locations for private sector development 1s 
becoming an important activity of IDA Ireland, particularly since the programme for 

the disposal of industrial buildings commenced in 1996 

Table 3 2 Industrial land bank add1t1ons and deletions, 1995-1996 

IDA Shannon An All 
Ireland Development !Udaras Agencies 

hectares 

Land used 1n Agency building 
4 5 

programme 1n 1995 and 1996 

Sales of land 1n 1995 and 1996 115 37 153 
-- ­ --- ­ -------- ­

Total deletions from land bank 116 41 6 163 

Land acqurred rn 1995 and 1996 195 	 6 202 
---------- --- ----+' 

Net change rn landholding 79 (40) 39 
---------- -------- ------	 \---­

Land held at end 1996 1,160 896 110 2,166i 

Source Analysis by Office of the Comptroller and Auditor General 
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Efficiency in Land Holding 

3 9 	 The efficiency with which the Agencies hold land can be evaluated m terms of the 
overall amount of land held and the smtab1lity of the land for the mtended purposes 

Size ofLand Holding 

3 10 	 The amount of land which the Agencies hold at any pomt m time (1 e the supply of 
mdustnal land) can be expressed as a mult1ple of the annual demand for mdustnal land 
(1 e. the amount of land used or sold each year) 

3 11 	 The JL W /Indecon report explored the issue of how much land was needed to meet 
demand from new and expandmg enterpnses and recommended that the target supply 
of mdustnal land should be around ten times the annual level of demand. Their 
approach (descnbed m Appendix C) recogmsed that the reg10nal policy objectives of 
the Agencies reqmred that land should be acqmred and developed m more locat10ns 
than would otherwise be necessary They also pomted out that there needs to be 
prov1s1on for mternal roads and other 'unusable' land and to allow for the lead ume 
to develop land The computat10n of the multiple for the target supply of land was 
reviewed by the property consultants engaged to assist with the exammatlon and was 
found to be a reasonable approach 

3 12 	 The total amount of land held by the Agencies at the end of 1996 was almost 27 times 
the average annual amount of land developed or sold m the preceding two years IDA 
Ireland's supply of land was 20 times the annual demand Supply was m excess of 40 

times the level of annual demand for the other Agencies 

3 13 	 In drawmg up 1ts 1996-1998 property plan, IDA Ireland 1dent1fied Its target overall 
land holding at 1,085 hectares The target was denved from an analysis of the demand 
for land and the likely requirements m each of the centres ident1f1ed for development 
throughout the reg10n served Based on the estimated average annual demand for land 
m the years 1995 and 1996, the target land holding was equivalent to 19 times demand, 
compared to the multiple of ten times demand envisaged m the JL W /Indecon report 
The Agency made greater allowances for unusable land and for reg10nal d1spers1on 
and assumed the demand for land would be s1gmf1cantly higher than expenenced 
h1stoncally. It believes that its target 1s 1ust1fied and essential to deliver on its reg10nal 
renut At the end of 1996, the Agency's actual landholding, at 20 times demand, was 
slightly higher than the target 

Composition and Location ofLand Holdings 

3 14 	 Despite holdmg quantities of land which are many times the amount of land used for 
mdustnal purposes each year, all of the Agencies consider that they need to acqmre 
more land m certam key locations IDA Ireland and Shannon Development also 
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Case study 1 Ballylongford site 

Shannon Development's land bank rncludes a large srte at Ballylongford (County 
Kerry) comprrsrng 245 hectares of undeveloped land The land was orrgrnally 
acqurred rn a number of lots over the perrod 1978 to 1981 by the (then) lndustrral 
Development Authorrty as a strategrc srte for heavy rndustry/chemrcals 

The land was transferred to Shannon Development rn 1988 The Agency has 
earned out an analysrs of the potentral uses for the land and concluded that rt could 
be used for projects rn the bulk commodrtres sector but that, for the foreseeable 
future, that market rs already well supplied wrth /and Most of the srte (213 
hectares) rs now let on conacre, generatrng an rncome of £25,000 a year The rest 
of the srte (32 hectares) has been planted wrth trees 

The srte was orrgrnally acqurred at a cost of £4 5 mrllron, equrvalent to £ 18,400 per 
hectare Shannon Development has conceded that, rf rt were to drspose of the 
land, rt would be unlrkely to recover the orrgrnal investment srnce the current cost 
of agrrcultural land rs around £5,000 to £7 ,500 a hectare 

recogmse that they have considerable amounts of land which they are unlikely to be 
able to use for mdustnal purposes m the foreseeable future This mcludes 

• 	 land purchased by the Agencies as bemg strategic to longer term development 
needs but no longer requ1red under current development strategies 

• 	 land purchased cheaply m the past which would not realise an appreciable amount 
if disposed of now but which may, m the very long term, have development 
potenual. 

3 15 	 Inns 1996-1998 property plan, IDA Ireland 1dent1fied 270 hectares of its land holdmg 
which 1s not considered to be 'promotable' and which 1s now bemg disposed of They 
also identified eight locat10ns where the amount of land held was substanually more 
than they estimated was likely to be required m the medium term 5 The excess land 
m these locauons amounted to 114 hectares. Taken together, almost one th1rd of the 
land area held by IDA Ireland m Apnl 1996 was not required The total cost of 
acqumng, and m some cases developmg, this land has not been calculated 

3 16 	 Shannon Development's 1995-2000 property plan contams an analysis of land held m 
terms of 1ts suitability for promouon and 1denufies a total of 308 hectares (34% of the 
total) as bemg m remote local!ons and for which there 1s likely to be no demand 
This mcludes very large sites at Ballylongford (see case study 1) and at Askeaton 
(County L1menck) The book value of the unpromotable land 1s £6 4 m1ll10n 

5 This sometimes occurred because ofthe need to buy a full block ofland wlJ1ch was on sale zn 

order to get possession ofa strategic szte 
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Cost ofLand Purchased 

3 17 	 Most of the land acquired by the Agencies m 1995 and 1996 was purchased by IDA 

Ireland, which bought 195 hectares m 12 lots at an average cost of almost £60,000 a 
hectare Shannon Development purchased iust over one hectare of land m two small 
lots at an average cost of £87,000 a hectare An tUdaras purchased eight hectares m 
four lots at an average cost of £13,000 a hectare 

3 18 	 The pnces paid by the Agencies were reviewed by property consultants to assess the 

reasonableness of the pnces paid, relative to prevailing market rates They concluded 
that the pnces paid by the Agencies were, m general, m lme with market rates and 
reflected the vanat10n m pnces which occurs m different regions (see Table 3 3) 

3 19 	 The market pnce of land for mdustnal purposes 1s influenced by many factors, 
mcludmg the buoyancy of the property market, the site location and the eXJstmg state 
of development The strategic value of the land (e g perrmtung expansion of existing 

businesses) may be particularly important and can result m very high pnces bemg paid 
for very small amounts of land Case study 2 records details of two such transactions 
where exceptional pnces were paid for land In both transactions, the area of land 
involved was small but the transact10ns s1gmficantly improved ex1stmg holdings 

Table 3 3 Cost of land acquired by the Agencies, by location, 1995-1996 

Cost per hectare of land' 

Average 
£'000 

Minimum 
£'000 

Maximum 
£'000 

Greater Dublin area 126 55 225 

Other maier urban areas 62 54 101 

Provincial locations 
- ­ -

All locations 

- ­ - - ­

17 10 
- ­ ---- ­

58 10 

86 

225 

Note a Excludes the exceptional transactions descnbed in case study 2 

Source Analysis by Office of the Comptroller and Auditor General 


Cost ofSite Infrastructure 

3 20 	 Sue development involves the mstallat10n or construct10n of basic infrastructure such 
as internal roads, water, electnc1ty and telecommumcatlons supply and drainage and 

sewerage systems Approximately 65% of the IDA Ireland land bank, 45% of the 
Shannon Development land bank and 25% of the land bank held by An tUdaras 1s 

thought to be fully serviced 
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Case study 2 Exceptional land acquis1t1ons 

In 1996, IDA Ireland paid £543,000 per hectare for 1 2 hectares of land to be 
incorporated into a Dublin business park for which 1t had previously paid £155,000 
and £125,000 per hectare for two larger lots of land The land was acquired to 
assemble a site of 4 5 hectares with add1t1onal road frontage to meet an 1dent1f1ed 
cllenfs needs The full site was sold on to the client for £1 6 m1ll1on (equivalent to 
£362,000 per hectare) which fully covered the overall costs of acquis1t1on 

Udaras na Gaeltachta paid £28,000 for less than O 2 hectares (equivalent to 
£175,000 per hectare) m Connemara This purchase was incorporated into an 
existing holding and increased the road frontage of the combined site from 1O 
metres to 46 metres The average cost of the entire holding 1s £37 ,500 per 
hectare 

3 21 	 The Agencies spent a total of £9.2 nullion m 1995 and 1996 on the mstallat10n of 
basic mfrastructure on the land they held. In most cases, the Agencies are obliged to 
make substantial capital contr1but10ns to local authorities and utility compames for 
connect10n to the1r services. 

3 22 	 The umt costs of developmg a hectare of land to the required level are even more 
d1ff1cult to deternune than the umt costs of purchase. The mstallat1on of basic 
mfrastructure typically takes place over a number of years, dependmg on the 
ava1lab1lity of fundmg and the pnonty of the land for development The fmancial 
records of the Agencies do not facilitate the extract10n of a profile of expenditure on 
mfrastructure for individual mdustrial estates over a penod of ume. In addition, every 
site has its own md1v1dual requirements and the mdustry sector which an estate 1s 
mtended to attract will largely dictate the level or standard of services required 
Remote sites are more costly to develop than sites adpcent to ex1stmg mdustnal 
estates or to other sites which are already developed 

3 23 	 The Agencies were asked to estimate their mdtcative cost to develop land to the level 
required for mdustnal building 

• 	 IDA Ireland esumated that the umt cost of developmg land was higher m the 
eastern half of the country (£50,000 to £110,000 a hectare) than m the western half 
(£37,000 to £62,000 a hectare) 

• 	 Shannon Development esumated the umt cost of developmg a hectare of land at 
between £100,000 and £125,000 

• 	 An tUdaras estimated the umt cost at around £125,000 on average 

3.24 	 Property consultants have suggested that mfrastructure costs for a modern pnme 
mdustnal development would be of the order of £70,000 to £100,000 per hectare 
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While precise infrastructure development costs are not available, this appears to be 
consistent with IDA Ireland's cost expenence but 1s s1gmficantly lower than cost 
esnmates for Shannon Development and An tUdaras Shannon Development 
considers that ns higher umt cost 1s related to the spec1ficat10n of the site 
mfrastructure which 1t provides i e low density parkland-type developments In the 
case of An t U daras, the nature of the terram and the under-development of local 
authonty mfrastructure m many of the areas served add considerably to the costs 

3 25 	 Twelve fully-serviced mdustnal estates were selected from the Agencies' portfolios 
and the recorded expenditure on the mfrastructure mstalled was identified 
Expenditure was mcurred over vanable penods, rangmg from 18 months to more 
than 20 years The data mdicated a very wide band of unit costs, rangmg from 
£27,000 to £99,000 per hectare 

Disposal of Land 

3 26 	 There were 170 separate sales of land by the Agencies m 1995 and 1996, totallmg 153 
hectares Total receipts were £18 million (see Table 3 4) 

3 27 	 The umt sales pnces achieved by the Agencies were reviewed by property consultants 
m the light of prevailmg market rates They concluded that the pnces received by the 
Agencies were generally strong relative to market rates. In a few cases, the pnces 
achieved exceeded the gomg rate 

Table 3 4 Capital gams on land sales, by Agency, m 1995-1996 

IDA Shannon An All 
Ireland Development tUdaras Agencies 

£m £m £m £m 

Cost of land 46 09 55 

Cost of development 47 
- ­ - ­

32 
-- ­

79-t-­ - ­
Total cost of land sold 93 4 1 13 4 

Revenue from land sales 13 5 45 
~ ---1- 18 0 

-- ­

Capital gain 42 04 46 

Source Analysis by Office of the Comptroller and Auditor General 
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3 28 	 The main value for money concern m relat10n to sales pnces for assets 1s that the best 
possible pnce 1s achieved and that broadly seems to be the case However, It 1s also 
of mterest to establish 1f the cost of acqumng and developmg the land has been 
recovered through the sale. 

3 29 	 In cash terms, the Agencies raised considerably more than the recorded cost of 
acqumng and developmg the land which was sold However, the use of overall capital 
gam as a performance md1cator needs to be treated with caut10n as this defmmon of 
profit does not take mto account the length of time that land was held For example, 
if land which cost £1 rmllion to buy and develop m 1985 was sold m 1995 for £15 
rmllion, the cash profit 1s 50% but 1t 1s more meanmgful to view the outturn m terms 
of the rate of appreciat10n m the capital value over the penod the land was held 1 e 
Just over 4% a year Unfortunately, data defic1enc1es preclude an analysis of the 
Agencies' land sales along these Imes 

Conclusions 

3 30 	 At the end of 1996 the Agencies held more than 2,200 hectares of land for mdustnal 
development purposes This appears to be considerably m excess of requ1rements 
based on past levels of demand for land At the same time, all the Agencies have 
1dent1fied locations where extra land 1s needed. S1gmficant parts of the IDA Ireland 
and Shannon Development land banks are unsuitable for mdustnal purposes given 
current development strategies or are surplus to requ1rements m particular locations 
This suggests that the portfolios of land held by the Agencies are substantially 
unsuitable for the purposes mtended 

3 31 	 In momtormg performance m relation to land holdmgs, the Agencies should set 
overall eff1c1ency targets m terms of total supply as a multiple of average annual 
demand The proportion of the land held which 1s unpromotable or unlikely to be 
used m the medmm to long term (say, w1thm 10 years) should also be momtored as 
an mdtcator of effectiveness of the Agencies m matchmg the portfolio to the emergmg 
demand for land. 

3 32 	 Pnces paid by the Agencies for land m the penod 1995 to 1996 were generally m !me 
with preva1lmg market rates. Strong pnces relattve to market rates were achieved for 
land sales m the same penod However, 1t ts not possible to identify the average 
annual econormc return (if any) earned on mvestment m the land which was sold 
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4.1 	 The value for money cons1derat1ons m relation to the acqmsmon and disposal of 
mdustnal buildmgs are s1rrular to those relatmg to mdustnal land The Agencies are 
effective when they can ensure the timely supply of buildmgs, either directly or by the 
pnvate sector, to meet the needs of mdustnal promoters An oversupply of buildmgs 
would achieve this but would also result m mefficiency m the form of excessive rates 
of vacancy of property or a low fmancial return through rental mcome, as discussed 
m Chapter 2. 

4 2 	 The cost to the Agencies of acqumng mdustnal buildmgs and the price realised on 
disposal are the mam mdicators of the value for money achieved m makmg changes 
to the portfolios Figure 4.1 summarises the type of mdicators that could be used to 
assess performance m relation to acqmsmon and disposal activity. 

Figure 4.1 Performance measures for acquisition and disposal of buildings 

Acqu1s1tion Total purchase cost • 
• Cost per square metre 

Disposal Total revenue from disposals • 
• Sale price per square metre 

• Capital gain/loss on disposal 

Satisfying the Demand for Industrial Buildings 

4 3 	 There are several ways m which the demand for mdustrial bmldings can be met 
Figure 4 2 outlmes the mam approaches, distmgmshmg between direct provis10n of 
mdustrial buildmgs by the Agencies and the alternative opt10n where the private 
sector provides the reqmred space 

4 4 	 Some mdustrial promoters have very particular reqmrements which can only be met 
by the provision of bespoke facilit1es In other cases, where the client's reqmrements 
are not specialised, the required facilmes can be met qmckly by adaptmg a vacant 
advance factory Each of the Agencies recogmses the need for a certam amount of 
advance factory space to be provided speculatively. Thus, the overall demand for 
mdustnal property m any year is the sum of the bespoke demand and the estimated 
advance factory requirement. 

4 5 	 National policy m relation to the provision of mdustrial bmldings is that the Agenc1e, 
should only mtervene where private sector prov1S1on 1s not occurring (i.e. where there 
1s a clear market failure). It was accepted m the Operational Programme for Industnal 
Development 1994-1999 that the ava1lab1lity of serviced mdustnal land and smtable 
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Figure 4.2 Sat1sfymg the demand for mdustnal bu1ldmgs 

Source of Demand Response to Demand Outcome 

Demand for 
1ndustnal 

accommodat1on 

Advance 
factory 

programme 

-,p> 'c<Jf<t;~{~'i; -, ~ ' , ', ' 
Supportt for -;-;:,f11Ck15f r~9{!0/Jfl~S -

pnva e a , ~ ,1, 
developers 

r'T--11~ Factory space 

Grant Indirect responses 
assistance to 

promoters 

factory space 1s essential to mdustrial development The Operational Programme 
further recogmses that State support m this sector 1s particularly necessary and 
relevant m the peripheral areas where private sector mvestment 1s non-existent, as, for 
example, m the case of the Gaeltacht areas. However, the national pohcy also specifies 
that m all cases where there 1s direct provlS!on of mdustrial buildings by the Agencies, 
the mvestment should only be undertaken where 1t 1s hkely to yield s1gmficant 
beneficial results 

4 6 	 In 1mplementmg national pohcy on the pubhc provlS!on of mdustnal property, the 
Agencies have developed different approaches and this 1s reflected m the pattern of 
expenditure on prov1S1on of mdustrial bmldings by the Agencies (see Table 4.1) 

• 	 IDA Ireland satisfies most of the demand for extra mdustnal space m its reg10n by 
encouragmg clients, with grant assistance, to provide their own premises or by 
arrangmg for pnvate sector property developers to provide bmldings Smee 1996, 
the Agency has also pursued a pohcy of d1sposmg of a large amount of ex1stmg 
mdustrial space to s1ttmg tenants or to third-party mvestors, thereby releasmg 
capital for other purposes. 

• 	 Shannon Development also provides grant assistance to mdustrialists to provide 
their own property In other cases, the Agency meets demand for property by 
encouragmg the private sector to provide space, by comm1ssionmg the 
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Table41 	 Cost of prov1s1on of industrial buildings in 1995-1996, by 
Agency and method of prov1s1on 

IDA 
Ireland 

Shannon 
Development 

An All 
tUdaras Agencies 

£m £m £m £m 

Construction by Agency (contract 
or in-house) 

09 27 52 88 

Purchased by Agency 0 1 0 1 

Refurbishment of ex1st1ng 37 32 45 11 4
bu1ld1ngs 

---1 

20 3Total Agency prov1s1on 47 59 97 

Support for private sector 05 05
developers 

Total cost of direct prov1s1on 52 59 97 20 8 --, ­
IIndirect prov1s1on capital grants' 53 0 15 7 89 77 6 
' 

Note a Capital grants includes amounts for plant and machinery as well as for bu1/d1ngs 
Source Analysis by Office of the Comptroller and Auditor General 

construct10n of new prerruses or by renovatmg ex1stmg vacant property m the 
portfolio, sometimes m 1omt ventures with private sector developers. Shannon 
Development only disposes of mdustnal property assets which are unlikely to be 
let or where they receive a sale price suff1c1ent to replace the property disposed of. 

• 	 As the areas serviced by An tUdaras are penpheral, most of the mdustrial property 
required 1s provided directly by the Agency which consequently has extensive 
mdustnal bmldmg and refurbishment programmes 

4 7 	 The Agencies are effectively market makers m their respective areas and have a scale 
of operation agamst which private sector developers could potentially fmd It d1ff1cult 
to compete Consequently, all the Agencies should penodically review their mdustnal 
property policies to ensure that the level of public sector prov1S1on of mdustrial 
bu1ldmgs 1s a required response to genume market failure and not simply the result of 

a contmuauon of ex1mng practices 

4 8 	 The Agencies could relauvely easily esumate how much mdustrial space 1s provided 
by the private sector m each of their regions because they are the mam suppliers of 
mdustnal land and/or provide grants to many owner/occupiers acqumng their own 
premises While this kmd of mformauon would be useful for operat10nal plannmg 
purposes, the Agencies have not tned to bmld up databases of this kmd 
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Support for Private Sector Developers 

4. 9 Pnvate sector property developers have tradmonally been reluctant to get mvolved 
m the provision of mdustnal space outside Dublm or other large urban areas fr. 
general, this reflected the low level of econormc return on such mvestments m 
provmcial locat10ns due to the poor level of demand for property and the low rents 
available The acceleratmg rates of econormc growth and lower mterest rates m recent 
years have improved the level of returns available throughout the country. The 
ava1lab1hty of mcreasmg rent levels and a reduced level of direct compet1t1on with 
IDA Ireland m the prov1S1on of mdustnal umts have also made mvestment m 
mdustnal bmlchngs more attractive. 

4 10 	 IDA Ireland's approach to the prov1s1on of property by the pnvate sector has evolved 
over a long penod and 1s marked by a progressive reduction m the level of subsidy 
provided by the Agency to the developers mvolved 

• 	 Between 1981 and 1985, a Private Fmance Property Portfolio was assembled 
Private developers mvested m mdustnal bmldmgs which were then leased to the 
Agency, generally for 35 years. The portfolio consists of 93 mchv1dual properties 
compnsmg 113,000 square metres of space Almost two-thirds of the space 1s 
located m four mam cities (Dublm, Cork, Galway and Waterford). The rents 
payable by the Agency are subject to review every five years, based on the open 
market rental value or linked to pnme mdustnal estate rents The total rent paid 
by ID A Ireland m respect of the leases m 1996 was £3 9 rmllion (£34 50 per square 
metre) but It only recovered £3 4 rmlhon m rents charged to smmg tenants 
Around 6 5% of the space (14% of the umts) 1s unoccupied The Agency has 
considered buymg out Its liability under the leases but concluded that very 
substantial fundmg would be required 

• 	 Up to 1996, IDA Ireland offered short-term rent guarantees to pnvate sector 
property developers to encourage them to mvest m mdustnal bmldmgs 
Typically, the guarantees were for one to two years and only mvolved a cost to the 
Agency while vacant durmg the guarantee penod A total of £396,000 was paid 
out m respect of 15,000 square metres of space provided m 1995 by the pnvate 
sector under guarantee agreements Payments m respect of a s1rmlar amount of 
space provided m 1996 amounted to £63,000. The reduction m the level of 
payments reflected shorter vacancy penods for property provided m 1996 

• 	 Smee 1996, IDA Ireland has generally been able to fmd pnvate sector developers 
w11lmg to mvest m mdustr1al property m urban areas without the need to provide 
rent guarantees 

4.11 	 Shannon Development's success rate up to 1996 m attractmg pnvate sector developers 
to mvest m mdustr1al bmldmgs was lirmted It occas1onally encouraged pnvate sector 
mvolvement m property prov1S1on by matchmg specifically 1dent1fied property 
requlfements with mterested developers and by estabhshmg a number of JOlllt 
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ventures with private sector developers for the refurbishment or construction of 
mdustnal umts, often m mdustrial parks It does not offer rent guarantees to 
developers When this report was bemg fmahsed, Shannon Development pomted out 
that there was a s1gmficant mcrease m 1998 m the amount of advance factory space 
bemg provided by the pnvate sector m two of 1ts development areas 

4 12 	 An tUdaras has not been able to attract any pnvate mvestment m mdustrial property 

Construction of Industrial Buildings 

4 13 	 Eight new mdustnal bmldmgs were constructed by the Agencies m 1995 and 1996 at 
a total cost of £8 8 m1il10n This mcluded a very large bmldmg m Donegal bmlt by 
An tUdaras at a cost of £4 1 rmlhon for an mdustnal project which subsequently failed 
to proceed (see case study 3) and a major extens10n to a prermses m the National 
Technology Park (L1menck) built by Shannon Development at a cost of £2 rmlhon 
Only one of the factories was bmlt by IDA Ireland 

4 14 	 The construction of seven of the bmldmgs was contracted out to pnvate sector 
bmldmg firms The remammg butldmg was a small project which was constructed by 
An tUdaras usmg its own m-house construcuon/mamtenance umt 

4 15 	 Accordmg to the property consultants engaged to advise on the exammation, the 
standard cost of construction of modern advance factones 1s m the range £320 to £430 
per square metre The cost of five of the eight bmldmgs constructed fell w1thm this 
range 

Case study 3 Textile factory at Dungloe, County Donegal 

In 1995/96 An tUdaras undertook the construction of a bespoke factory for a 

mult1nat1onal clothing company 1n their industrial estate in Dungloe, County 

Donegal The new factory was intended to facilitate an expansion of the 

company's ex1st1ng operations The factory (almost 6,000 square metres) was 

completed 1n late 1996 at a total cost of £4 1 m1ll1on but was never occupied by its 

intended tenants due a change in their business strategy A five year rental 

agreement had been agreed prior to construction and the company 1s paying an 

annual rental for the unoccupied bu1ld1ng 

In 1997 An tUdaras sourced an alternative company 1n the pharmaceutical industry 

for the factory The Agency issued a letter of offer to the prospective new tenants 

in November 1997 which included mod1fy1ng the factory at an add1t1onal cost of 

£1 75 million to meet the needs of the new industry If the new project proceeds, 

a supplementary rent will be charged to recover the cost of this extra work 
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4.16 	 The remammg three buildmgs, all of which were An tUdaras projects, cost from£620 
to £740 per square metre, which 1s w1thm the standard order of cost for bu1ldmgs of 
a high spec1f1cation such as those with a high office content Two of the projects m 
question were small umts (about 500 square metres) The other was the factory m 
Dungloe contammg almost 6,000 square metres of space where the development costs 
were thought to be justified by the s1gmf1cant employment potential of the project 

Purchase of Existing Industrial Buildings 

4.17 	 There was only one mstance of a purchase of an mdustnal bmldmg m 1995-1996 This 
was a small umt (588 square metres) which was already m the IDA Ireland ponfoho 
under a private lease arrangement A purchase opt10n m the lease was used to acqmre 
the factory so that 1t could be sold on to an mterested pany The purchase pnce of 
£200 per square metre was fully recovered m the onward sale and the net result was 
that the Agency was able to disengage from its long term lease comnutment at no cost 

4.18 	 A factory purchased m 1994 for £5 null1on as pan of a company rescue deal 1s mil held 
m the IDA Ireland ponfoho. Apart from temporary lettmgs, 1t has remamed unused 
and 1s now valued at £1 6 mtlhon (see case study 4) 

Case study 4 G1llogue factory, County Clare 

In 1994, Forfas purchased an empty factory (28,000 square metres) 1n G1llogue 

from a mult1nat1onal textile company as a mechanism for financing ,he company's 

plant in County Kerry which employed 350 workers The £5 million purchase price 

was equivalent to £178 per square metre A potential tenant which IDA Ireland had 

earmarked for the G1llogue factory failed to materialise and the factory remained 

vacant for an extended period The book value of the factory was written down to 

£3 million (£108 per square metre) by Forfas 1n its 1995 financial statements After 

the Forfas portfolio transferred to IDA Ireland, there was a further write down of the 

value of the property to £1 6 m11i1on (£57 per square metre) 

This matter was raised in the Comptroller and Auditor General's 1995 report on 

non-commercial State-sponsored bodies and was debated by the Public Accounts 

Committee prior to the latest revaluation 

The factory has been let on a temporary basis for storage purposes at a low rental, 

with the tenant covering the bulk of the factory's annual maintenance costs 

At the time of the exam1nat1on, Shannon Development were considering a proposal 

from IDA Ireland that the factory be transferred into its portfolio along with an 

accompanying land bank of 47 hectares 
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Refurbishment ofExisting Buildings 

4 19 	 The opt10n of refurb1shmg ex1stmg bu1ldmgs to meet specific clients' needs or to 
provide advance factory space can be more cost-effective than new buildmg There 1s 
usually a shorter lead time m brmgmg space mto use and the amount of fundmg 
required is less Refurbishment also means that vacant property comes into use 
However, takmg the asset value of the eXJstmg buildmg mto account, the total cost of 
prov1dmg a umt of accommodation may not be matenally less than the umt cost of 
newly built space In 1995 and 1996, the Agencies spent a total of £11 4 rrullion m 
refurb1shmg ex1stmg bu1ldmgs m their portfolios 

4 20 	 IDA Ireland carnes out mspecnons of buildmgs as they become vacant and re­
mstatement and refurbishment work 1s earned out as required 

4 21 	 Much of the mamtenance work for vacant buildmgs is earned out on an irregular basis 
rn response to random mspecnons and the local knowledge of the relevant clerk of 
works The outcome of the mspecnons 1s not recorded centrally as there 1s no facility 
on the property databases for noting mformauon on the cond1t1on of buildrngs 

Grant Assistance for Industrial Buildings 

4 22 	 All the Agencies have schemes under which promoters of new or expans10n projects 
are provided with capital grants towards the cost of acqumng land, buildrngs, plant 
and machmery A breakdown of the fundmg by type of asset supported 1s not readily 
available The amount of property provided by promoters benefittmg from these 
grants 1s also unknown There is also valuable mformanon on the grant application 
forms about the umt costs for the vanous spec1ficat10ns of factones which would be 
useful to the Agencies m mamtamrng an awareness of pnvate sector cost structures 
However, this mformation 1s not used m a systematic way 

4 23 	 Projects which received grant assistance from IDA Ireland m recent years were 
reviewed to establish the cost of the property put m place and the contnbunon made 
by the Agency The projects were m the medical supplies, pharmaceutical and 
computer assembly sectors, all of which require fac1l1t1es of a very high specification 
The project proposals mchcated a cost for acquis1t1on of buildmgs m the range £1,000 
to £3,000 per square metre The grants provided by the Agency were from 13% to 
34% of the acquisition cost 

4 24 	 Decisions about grant assistance to mdustnal promoters are usually handled by the 
relevant mdustnzl development or fmance d1v1S1ons rather than by the property 
d1v1sions. However, the latter may assist with techmcal advice and m locatmg or 

prov1dmg suitable sites 
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Disposal of Industrial Buildings 

4.25 	 The Agencies have very chfferent policies m relauon to the disposal of mdustrral 
builchngs held m their portfolios 

• 	 IDA Ireland have a policy of acuvely chsposmg of as much as possible of therr 
portfolio of builchngs through sales to srttmg tenants, m the first mstance, or to 
pnvate mvestors In 1995 and 1996, the Agency sold 31 buildmgs, reahsmg £9 5 
nullion m sales revenue 

• 	 Shannon Development policy on the sale of builchngs 1s to sell only when the 
current cost of replacmg the space can be recovered or where the space 1s surplus 
to requirements and will realise market value based on an mdependent valuatron 
The Agency generally atms to retatn property which 1s earnmg an acceptable rate 
of return m the form of annual rental In 1995 and 1996, Shannon Development 
realised £600,000 from the sale of three buildmgs 

• 	 An tUdaras sells relauvely few assets because the market m Gaeltacht areas 1s 
negligible and very few assets would achieve their replacement cost The Agency 
sold a total of seven buildings m 1995 and 1996, ratsmg £14 null10n 

4 26 	 The mam value for money concern m relauon to disposal of assets 1s that the best 
possible pnce (relauve to market value) 1s achieved m the sale The Board of IDA 
Ireland have set pnce gu1delmes for chsposal of buildmgs which reflect differences m 
the property markets m chfferent locat10ns. In adchuon, because the level of 
accommodauon and conchuon of builchngs can vary so much, mdependent valuauons 
are also obtamed for chsposals of builchngs Specific Board approval 1s requrred for any 
proposed sale which fails to achieve the gu1delme pnce or the valuation amount 

4 27 	 Shannon Development and An tUdaras also require mdependent valuauons of all 
builchngs before sale In Shannon Development, Board approval 1s required 1f the 
proposed sale pnce 1s less than the mdependent valuatlon and the ongmal cost of the 

buildmg. 

Unit Sales Prices 

4 28 	 A review of market condmons m the penod 1995-1996 by property consultants 
suggested broad ranges for sales pnces for mdustnal bu1lchngs reflectmg the locat10n, 
age, spec1frcauon and conchuon of builchngs These were 

• 	 £320 to £540 per square metre m the greater Dublm area 

• 	 £160 to £430 per square metre mother maior urban areas 

• 	 £55 to £320 per square metre m provmc1al locauons (mcludmg penpheral areas) 

33 



--- --- --- ----

The Provtston and Management o(Industnal Property 

The nummum gu1delme pnces set by IDA Ireland are w1thm these ranges, close to the 
lower hnuts 

4 29 	 In general, the umt pnces achieved by the Agencies m the disposal of buildings m 1995 
and 1996 were w1thm the range of normal market pnces In lme with theu policies on 
disposals, the pnces achieved by Shannon Development and An tUdaras were 
generally at the higher end of the range The pnces achieved by IDA Ireland tended 
generally to be at the lower end of the ranges m all locations but this 1s due to the age 
and condmon of the properties sold 

Cost ofBuildings Sold 

4 30 	 The market value of capital property assets may be very different to the costs mcurred 
by the mvestor when the assets are acquued. Commercial mvestors reqmre their 
assets to appreciate m value relative to the acqmsmon cost, thereby generatmg a capital 
gam and mcreasmg the return on the mvestment However, mdustnal property assets 
can also lose value due to normal wear and tear while they are held m productive use 
Accordmgly, the tinung of disposal dec1s1ons can be crmcal to the achievement of 
value for money 

4 31 	 Most of the buildings sold by the Agencies m 1995 and 1996 were ongmally acquued 
m the 1970s or 1980s The total cost of the bmldings, according to the Agencies' asset 
registers, was £14.1 nullwn Smee the amount raised on the sale of the bmldmgs was 
£11 6 nulhon, a total capital loss of £2 5 mil110n was mcurred As Table 4 2 shows, 
Shannon Development had a capital gam on the properties 1t sold while An tUdaras 
broke even on its sales. The total capital loss mcurred by IDA Ireland on the 
bmldmgs 1t sold was £2.7 nulhon - 22% of the ongmal cost 

Table 4.2 Capital gams/(losses) on buildings sold m 1995 and 1996 

IDA Shannon An [ All 
Ireland Development tUdaras Agencies 

£m £m £m £m 

Cost of bu1ld1ngs sold 12 3 03 1 5 14 1 
I 

Receipts from sales 96 06 1 4 l__~ 
Capital gain/(loss) (2 7) 03 (0 1) (2 5)

I 
Gam/(/oss) as % of cost (22%) 100% (1 %) (18%) 

I 

Source 	 Analysis by Office of the Comptroller and Auditor General 
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4 32 	 The exammat10n of the capital gams and losses on md1V1dual disposals of bmldmgs 
revealed some further mterestmg fmdmgs 

• 	 Eleven of the bu1ldmgs sold by IDA Ireland generated prices at or over the cost 
mcurred by the Agency m acqumng them. The remammg 20 were sold at pnces 
below cost 

• 	 Some IDA Ireland bmldmgs appreciated m value by an average of 5% per year e g. 
a bmldmg which cost £62,000 m 1983 was sold \n 1995 for £105,000 A building 
which cost £665,000 m 1975 was sold m 1996 for £1 25 nullion - an average 
appreciation of 3% per year. 

• 	 Six of the bmldmgs sold by IDA Ireland declmed m value at a rate m excess of 5% 
per year Four of these were located m provmc1al areas and two were m Cork 
In one case, a bmldmg which cost £958,000 m 1982 was sold m 1996 for £377,000 

In another case, a bu1ldmg which cost £532,000 m 1981 was sold for £168,000 m 

1996 

Value ofPortfolios ofBuildings 

4 33 	 While location, age and condmon are the pnmary factors which mfluence the market 
value of a property, the value of an md1V1dual property 1s also closely related to the 
yield 1t produces, which typically 1s the rent paid by the slttmg tenant As the rents 
negotiated with IDA Ireland and An tUdaras tenants have tended to be lower than 
prevailmg market rates (as mdicated m Chapter 2), the open market value of many of 
the Agencies' buildings 1s likely to be lower than for s1m1lar bmldmgs where the 
tenants pay rents at full market rates 

4 34 	 IDA Ireland comnuss1oned consultants m 1996 to estimate the current market value 
of the bmldings m 1ts portfolio. This showed that, based on the rental bemg achieved 
and current property market condit10ns, many of the bu1ldmgs were s1gmficantly 
overvalued on the Agency's books A total of £10 nullion was wntten off the value 
of mdustnal property m the 1996 fmancial statements to reflect a permanent 
dinunut1on m value The scale of the wnte-offs for accountmg purposes 1s consistent 
with the level of capital losses mcurred on sales of property 

4 35 	 The fact that Shannon Development and An tUdaras have not mcurred s1gmf1cant 
capital losses on sales of property 1s a function of their policies on the disposal of 
property assets and gives no mdicatlon of the current market value of theu portfolios 
relative to the cost of acqmsmon Nenher Agency follows a policy of penod1c 
revaluation of property assets m their fmanc1al statements The rents charged do not 
recover the full cost of providing buildings. As a result, the accountmg book value of 
thelf portfolios of mdustnal bmldings 1s likely to exceed the estimated current market 
value of the portfolios 

35 




The Proviston and Management of!ndustrtal Property 

4 36 	 The value of the portfolio 1s an important element m the analysis of the performance 
of the Agencies' property funct10n Neither historical cost nor accounting write 
downs to market value are wholly appropriate bases for measuring performance m 
relation to economy and eff1c1ency For that pu. pose, the property values used should 
not mclude the additional amounts over market value (1 e subs1d1es) which the 
Agencies are w1llmg to pay to attract mdustrialists to locate m peripheral areas 

Conclusions 

4 37 	 National policy Stipulates that direct public sector prov1S1on of mdustrial property to 
meet the emergmg demand should only be undertaken where and to the extent that 
the private sector 1s unw1llmg to do so This should mean that taxpayers' resources 
are not tied up m mdustrial property more than is necessary to meet mdustrial and 
regional development needs The Agencies should periodically review the extent to 
which they need to be mvolved m the prov1S1on of mdustrial space and cost-effective 
options available for encouragmg private sector prov1S1on 

4 38 	 Where the Agencies were mvolved m direct provlSlon of mdustrial space, the cost of 
acqmsmon generally appeared to fit w1thm the normal ranges for cost of property 
provmon. However, there have been a number of cases where excess property 
acqumtlon costs were mcurred to support )Obs m particular locations Effectively, 
these were cases where property was used as a vehicle to subs1d1se the core act1vmes 
of the Agencies concerned 

4 39 	 Prices achieved by the Agencies on disposal of mdustnal buildmgs m 1995 and 1996 

were generally m !me with market values However, smce the market value of a 
property takes mto account the value of the rental stream from sittmg tenants, the 
widespread practice m the past of settmg rents below market rates probably depressed 
the sales prices achieved 

4 40 	 A review of IDA Ireland's mdustrial buildmg portfolio by consultants m 1996 found 
that many of the Agency's buildings were sigmficantly over-valued m its books The 
Agency has, however, a policy of providing for the permanent dinunut1on m the value 
of its property assets 

4 41 	 Shannon Development and An tUdaras do not revalue their mdustnal property assets 
m their fmancial statements Given their respective rental charges and the extent of 
vacant property held, the estimated market value of their portfolios could be 
considerably less than their book values nught suggest 
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5 Return on Investment in Property 

5 1 In a value for money context, 1t 1s not suff1C1ent for the Agencies to engage at any cost 
m property act1v1ty which 1s effective m meeting the needs of their core development 
roles They must also ensure that they achieve economy and eff1c1ency m how they 
use the very substantial amount of resources mvested m property assets 

5 2 In the private sector, movements in market value reflect changes m economy and 
eff1c1ency and performance can be assessed through the fmanc1al rate of return and the 
econormc yield achieved The absence of market forces m some of the areas served 
by the Agencies and the use of property, to varymg degrees, as a means of subs1d1smg 
the Agencies' clients md1cates the need for a robust model of performance 
measurement which takes account of the umque operatmg circumstances of the 
property functions of each of the Agencies. This chapter considers issues associated 
with the overall measurement of the performance of the property management 
function of the Agencies 

Rate of Return on Investments 

5.3 In commercial property operations, a primary measure of performance 1s the 
econormc return (yield) on mvestment Failure to achieve economy and eff1c1ency 
m the various act1vmes mvolved m acqumng, holdmg and d1sposmg of property 
reduces the rate of return earned. Consequently, the settmg of a target rate of return 
also sets a context for achievement of economy and eff1c1ency 

5 4 The econormc return on mvestments 1s calculated by comparmg the full costs and 
revenues over the life of the mvestment, takmg mto account the different times at 
which moneys are paid or received Figure 5 1 presents the steps m developmg a 
simple discounted cash flow (DCF) model for an mdiv1dual property mvestment 

The Public Sector Discount Rate 

5 5 DCF models are used m both private and public sectors to assess mvestment proposals 
so as to 1dent1fy and priormse those which are likely to yield an acceptable rate of 
return The models reqmre that a target rate of return (the threshold discount rate) 
must be set. In commercial situations, this 1s usually based on the rate at which the 
mvestor can borrow money, with an allowance for the risk profile of the mvestment 
In the public sector, the discount rate has been set centrally for all kmds of 
mvestments and 1s usually lower than for equivalent private sector mvestments 

5 6 The lower public sector discount rate compensates for the reqmrement for the 
Agencies to provide services m less econormcally viable areas A spec1f1c discount rate 
which would take account of the umque environmental circumstances of operatmg 
m peripheral areas could be set However, the discounted cashflow model assumes 
the existence of a market for the services provided and the model may not be 
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Figure 5.1 Model for calculating the economic return on a property investment 

Identify costs of Identify revenues 
Investment from investment 
• Initial investment • Rents received 
• Refurbishment costs • Proceeds from disposal 
•Annual holding costs of assets 

I I 
+ + 


Discount cash flows 
(to allow for differences 1n t1m1ng 

of receipts and payments) 

~ 

Calculate rate of return 

appropriate for some of the remote areas where no market for mdustnal property 
exists 

5 7 	 The current public sector discount rate 1s 7% to 8% (The rate vanes dependmg on 
the level of mflat1on) Capital mvestments which yield less than this rate of return are 
classified as uneconomic 

5 8 	 All the Agencies a1e aware of the existence and usefulness of this kmd of analysis and 
use 1t m assessmg proposals for grant aid to mdustnal promoters. However, the 
exammanon found that proposals for mvestments m property are not subjected to 
this kmd of analysis m any of the Agencies There 1s no record of the computation 
of an expected economic return from any of the property investments undertaken. 

Economic Rent 

5 9 	 DCF models can be used to measure performance m terms of a comparison between 
the rents actually charged by the Agencies for md1vidual mdustnal bmldmgs and the 
'econonuc' rent 1.e the rent which would have to be charged to allow the investment 
to meet the target discount rate and be deemed econonuc. For example, the proposal 
by An t Udaras m relat10n to the mdustnal project referred to m case study 3 (page 30) 
envisaged a basic annual rent of jUSt under £26 per square metre As the fac1hty cost 
£4 1 mtlhon to construct, the economic rent for the prenuses (based on the public 
sector discount rate) would have been over £60 per square metre. This mdicates the 
extent of the subsidy imphrn m the proposal 
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5 10 In order to assess the economy and eff1c1ency of property management act1v1t1es by 
the Agencies, the 1mplic1t subs1d1es should be considered as part of the costs of 
mdustnal promotion and not costs of property prov1s10n. This would be achieved 
if the historical cost of the property provided 1s ad1usted to take account of the 
1mplic1t subsidy element calculated by reference to the public sector discount rate and 
the guidelme rent. 

Monitoring Agency Performance 

5 11 None of the Agencies manage their property funct10ns m the purely commercial 
manner. To do so would require the improvement of their mformation systems to 
1dent1fy the extent of subs1disat10n mvolved m property activity and to facilitate the 
establishment of meanmgful targets for economy, efficiency and effectiveness agamst 
which the performance of the Agencies' property divlSlons could be meanmgfully 
assessed This 1s a prerequlSlte for a comprehensive performance measurement 
system 

5.12 The Agencies 1dent1fy subsidies when momtormg performance m their core areas of 
activity The performance measures used focus on establishmg the cost per 1ob 
created and the ratio of project benefits relative to pro1ect costs When dec1s10ns are 
bemg made (often by the Government) about which projects to fund or to re1ect, cost 
per 1ob and cost benefit ratios are presented in support of recommendations 

5.13 In general, cost per Job and cost:benefit rat10s take mto account any explmt property 
subsidies given to mdustnal promoters For example, the rental mcome forgone 
because of rent subsidies m the first years of a property lettmg are estlmated and 
mcluded m the calculations However, no account is taken of the fact that the basic 
rent itself may be below the econormc rent level As a result, the cost per 1ob 
associated with some proposals can be underemmated and the cost benefit ratio 
overesumated, givmg nse to a nsk that some mdustnal pro1ects which would 
otherwise be re1ected are given fundmg 

5.14 There 1s no particular techmcal difficulty m arnvmg at a reasonable esumate of the 
extent of subsidies associated with the property aspects of mdustnal proposals If 
1mplic1t subsidies were recogmsed m the cost per 1ob and cost.benefit calculat1ons, an 
equivalent amount could be written off the value of the capital assets (subject to 

profess10nal valuation advice). If this were done on a consistent basis, 1t would allow 
the settmg of a meaningful target fmancial rate of return for property mvestments by 
each of the Agencies 

5.15 The use of a target rate of return m spendmg dec1s10ns would be likely to place an 
econormc lirmt on the extent to which the Agencies buy and develop land and acquire 
advance factory space before they are required and could encourage them to mcrease 
rental costs Movmg too farm these directions could threaten the effectiveness of the 
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Agencies m terms of meetmg mdustry requirements m a timely way and at reasonable 
cost In practice, the mdustnal development dtv1s1ons wnhm the Agencies provide 
a counterbalance to any such detenorat10n m the service to clients 

Financial Rate ofReturn on the Property Portfolios 

5 16 	 Apart from the rate of return achieved on md1V1dual property assets, the overall 
fmanC1al rate of return on the portfolios as a whole should also be momtored 
Fmancial returns are generated m the form of rents and the capital gams (or losses) 
on the value of the portfolio None of the Agencies uses estimates of returns m either 
of these respects m semng performance targets or for momtormg achievements. 

5 17 	 The current fmancial rate of return can be derived by relating current net rental 
mcome (after deduction of property holdmg costs) to the h1stonc cost of the asset>. 
Table 5.1 sets out the calculation for 1996. 

5 18 	 In Shannon Development and An tUdaras, where very few assets are dtsposed of, the 
expectation would be that the current fmanc1al rate of return should average out at 
or above the nummum required rate of return on property mvestments (1 e the 
public sector discount rate) For both Agencies m 1996, the rate achieved was 
considerably below that benchmark. Part of the reason for the shortfall is that assets 
have been provided m the past at a cost to the Agencies which was greater than could 
be recovered through rentmg them out at the agreed rates 1 e 1mplic1tly subs1d1smg 

Table 51 	 Estimated current financial rate of return on property 
investment for 1996 

Rental revenue 

less property holding cost 

Net rental revenue 

Cost of property assets' 

Rate of return on investment 

IDA 

Ireland 


£m 

10 8' 

(3 6) 

Shannon 

Development 


£m 

9 1 

(3 1) 

72 60 

196 0 128 6 

3.7% 4.7% 

An All 
AgenciestUdaras 

£m £m 

4 1 24 0 

(1 2) 

29 


97 0 


3.0% 

(7 9) 

16 1 

421 6 

3.8% 

Note a Rental income from fDA Ireland owned property only Excludes rent received 1n respect 
of the 35-year lease properties 

b Historic cost Average for year based on end 1995 and end 1996 figures 
Source Agencies' annual accounts for 1996 
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the tenants The rest of the shortfall can be viewed as a summary mdicator of the 
extent to which property activities m 1solat1on fat! to achieve economy and eff1c1ency, 
for example, by holding too much land for too long, holding assets for which there 
ts no potential market or by a failure to control current property costs 

5.19 	 The current fmancial rate of return shown for IDA Ireland 1s more difficult to 
mterpret because of tts current pohcy m relation to the disposal of mdustnal space 
The policy is likely to impact heavily m future years on the Agency's rent roll, which 
will fall as smmg tenants buy out their leases and other space 1s sold to third parties 
In the medium term, this policy will also change the balance of the Agency's 
portfolio, with the result that a higher proport10n of the value of the portfolio will 
be made up of mdustnal land which ts not held for the direct purpose of generatmg 
a current mcome This 1s hkely to result m the current fmancial rate of return 
declmmg further In those circumstances, the Agency should differentiate m its 
accounts between costs and revenues associated with mdustnal space (which has the 
potential to generate a current mcome) and with land holdmg and development costs 
(which only generates a return on disposal) This would perrmt esumatlon and bench 
marking of the returns achieved m both parts of the portfolio 

Revaluation ofProperty Assets 

5 20 	 IDA Ireland's current accountmg pohcy of ad1ustmg the book value of assets to reflect 
a permanent dirmnut10n m value has the effect of wntmg off some of the subsidy 
accumulated m its property portfolio The estimated rate of return m 1996 mcreases 
from 3.7% to 4.4% when the historic cost of the assets held 1s ad1usted to take account 
of such revaluations. Assuming that the accumulated devaluation can be used as an 
estimate of the extent of past subs1d1sat10n, this suggests that there was sull 
considerable scope for improvement in the economy and efficiency of property 
actlvtty 

5 21 	 The other Agencies do not revalue their property assets Were they to do so, tt ts 
likely that substantial devaluations would be required, much of which would relate 
to 1mphc1t subsidisation of mdustnal projects m the past On that basis, the estimated 
fmanc1al rate of return they achieve on property mvestments could be greater than 
sll.own m Table 5 1 

5.22 	 There are inherent lirmtatlons in usmg any smgle performance measure like the rate 
of return on investment or the econormc return to reflect the end result of the 
complex set of act1vmes mvolved m property management Both the return earned 
and the mvestment made are affected by a range of factors and any meanmgful 
mterpretatlon of the rat10 would require a decomposltlon mto 1ts consutuent elements 
and an mvest1gat1on of the impact of each element on the end result The 
measurement problem becomes more complicated when applied to an activity which 
has both a commercial and a public service d1mens10n 
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Portfolio Planning 

5 23 	 The scale of acquisition and disposal act1v1ty by the Agencies has the potential over 
a relatively short penod to alter s1gmf1cantly the compos1t1on and location of their 
property portfolios and the fmancial performance achieved m relation to property 
activity. This remforces the need for a strategic portfoho plannmg process 

5 24 	 An analysis of trends m the supply and demand for mdustnal property should form 
the basis for planning the prov1s1on of the mdustnal property required to meet 
current and likely future needs This analysis should also be useful for the 
development of appropriate strategies for the Agencies, for the source of supply and 
for the development of the Agencies' own portfolios. 

5 25 	 Information about the supply of mdustnal property 1s gathered from a variety of 
sources 

• 	 Property d1vmon staff of the three Agencies meet three or four times a year to 
discuss property market trends. 

• 	 Each Agency penod1cally meets with the local authorities m their regions to 
discuss the adequacy of the supply of land zoned for mdustnal purposes and the 
provmon of mfrastructure. As many local authorities are also directly mvolved 
m the provmon of mdustnal property, the co-ordmat10n of the respective 
programmes 1s also discussed at those meetmgs. 

• 	 General mformauon about trends m the property market 1s gathered through 
mformal contacts w1thm the mdustry and the review of literature 

5 26 	 The mam source of mformat1on about emergmg demand for mdustnal property 1s the 
mdustnal development d1vmons of the Agencies Informat10n 1s supplied to the 
property d1vmons on a regular basis through on-gomg mter-chvis10n contacts. In each 
Agency, formal meetmgs are also held between the property, mdustrial development 
and fmance d1v1S1ons to discuss how best to use the resources available for property 

5 27 	 Both IDA Ireland and Shannon Development have drawn up multi-annual plans for 
their property chv1s10ns The plans set out statements of operational policies m 
relat10n to mdustnal property and contam some analyses of ex1stmg portfolios and 
market trends The property plans are supplemented by annual busmess plans settmg 
out annual targets for activities and related spendmg. An tUdaras produces a mult1­
annual property plan mcorporatmg bmldmg, refurbishment, mfrastructure and land 
purchases Agam, this plan 1s supplemented by an annual budget based plan which 
is momtored through the monthly 1nter-d1vmonal meetmgs 
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Conclusions 

5.28 While the Agencies are generally considered to be effective m meetmg the demands 
of mdustry for smtable mdustnal property, the performance measures exammed m 
this report would suggest that they are under-ach1evmg m economy and eff1c1ency 
terms Part of the reason for this 1s that the prov1s10n of property 1s used as a means 
of subs1dtsmg the accommodat10n costs of their clients 

5 29 Although the Agencies acknowledge the usefulness of models for measunng the 
expected and achieved econonuc return for mdustnal projects, the exanunat1on found 
no mdtcatlon that these models are used m practice m relat10n to property The data 
reqmred to deternune the economic return on an asset 1s not mamtamed m an 
accessible format 

5.30 The Agencies momtor their performance m relation to )Ob creation through cost-per­
Job measures and cost· benefit rat10s The use of these measures can be mtsleadmg as 
the 1mplic1t subsid1sat1on of clients' property costs 1s not taken mto account 

5 31 The Agencies need to develop their management mformatlon systems to allow them 
to monitor performance m relat10n to the acqms1t1on, management and disposal of 
property assets m a meanmgful way This should facilitate the devaluation of assets 
to remove 1mplic1t subsidies and allow target rates of return to be set 
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Appendix A 
Summary Profile of the Industrial Development Agencies 

IDA Ireland 

ID A Ireland 1s a State sponsored agency responsible for creatmg employment m 
Ireland by encouragmg overseas compames to start new busmesses or expand existmg 
busmesses m this country The Agency operates m the context of the national 
ob1ect1ve of promotmg reg10nal mdustrial development It 1s funded through 
Government grant-m-aid and is also supported by European Un10n programmes The 
Agency carries out its acuvmes under the terms of the Industrial Development Acts 
1986 to 1993 and reports to the M1mster for Enterprise, Trade and Employment 

Forbairt 

Until mcorporated mto Enterprise Ireland m 1998, Forbam was a State sponsored 
agency operatmg under the aegis of the Department of Enterprise, Trade and 
Employment Its remit was to assist the development of mdigenous mdustry mcludmg 
fac1htatmg new start-up compames and developmg existmg compames. The Agency 
provided a range of services and support fac1lmes which focused on the busmess and 
technology reqmrements of firms. These funct10ns are now mcluded m the renut of 
Enterpnse Ireland 

Forfas 

Forfiis is the policy advisory and co-ordmatlon board for mdustnal development and 
science and technology m Ireland It 1s the body through which powers are delegated 
to Enterprise Ireland for the promotion of mchgenous mdustry and to IDA Ireland for 
the promotion of mward mvestment 

Shannon Development 

Shannon Development (Shannon Free Airport Development Company) 1s the 
reg10nal econonuc development company for the nud-west region with respons1b1hty 
for mdustrial, tourism and rural development Its reg10nal mandate embraces the 
wider Shannon reg10n spannmg Counties Clare, Limerick, North Tipperary, South 
Offaly and North Kerry The company 1s responsible for a series of mmat1ves m 
mdustry, tourism, airport promotion and rural and local development The company 
reports to the Mm1ster for Enterprise, Trade and Employment 

lJdaras na Gaeltachta 

An tUdaras 1s responsible for developmg the economy of the Gaeltacht so as to 
facilitate the preservation and promotion of the Irish Language as the principal 
language of the region In order to achieve this, 1t 1s mvolved m developmg local 
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resources and skills and m attractmg mobile mvestment to the Gaeltacht. An t(Jdaras 
also promotes community development and pursues a range of language and cultural 
activities. The Gaeltacht covers extensive parts of Counties Donegal, Mayo, Galway 
and Kerry and also parts of Counties Cork, Meath and Waterford An tUdaras reports 
to the Mm1ster for Arts, Heritage, the Gaeltacht and the Islands 
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Appendix B 
Age Profile of Agencies: Property Portfolios at End-1996 

Percentage of portfoho space 

IDA Ireland 
(582,000 sq metres) 


80 
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Appendix C 

Formula for Estimating the Size of Land Holdings Required 


by the Agencies 


In their 1995 Review of Industrial Property held by Forfas, JLW/Indecon made an 
estimate of the extent of land holdmgs reqmred by the Agencies for mdustnal 
development purposes. 

The methodology they used m arnvmg at an estimate of reqmrements was as follows 

• 	 The average annual demand for land (D) was calculated based on the Agencies' 
expenence over the penod 1989 to 1993. 

• 	 An mcrease of 10% was applied to the average demand figure to provide for 
unusable land within mdustnal estates, mternal roads etc. 

• 	 A further mcrease of 75% was suggested to provide fully for advance factones, 
adequate reg10nal d1spers10n of sites and econonues of scale m land purchases. 

• 	 Fmally, JLW/Indecon recommended that a five year 'rollmg stock land bank' 
should be held by the Agencies to ensure that lead times, ansmg from the need 
to acqmre and develop land, could be met 

These factors can be summarised in the followmg formula 

Required land holding = D x (1.1 x 1.75 x 5) = 9.6D 

This 1mphes that the target supply of land for mdustnal development purposes should 
be JUSt under ten times the average annual demand 
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