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Policy 
 

Investments: property and other non-current assets 
 

Reference number SG14 

Type: Strategic 

Legislation: Local Government Act 1995  

 Local Government (Financial Management) Regulations 1996 

 Trustees Act 1962 

Procedure: NA 

Delegation: 3.1 

Other related documents: Investment properties 

 
 

Objective 

The City of Fremantle Council’s primary objective in relation to the investment of funds is 

to maximise the return on those investments to provide an ongoing source of funding to 

help the City meet its community service obligations and thereby minimising the rate 

impost on ratepayers.  

 

Policy 

This policy guides decision making in relation to the acquisition and disposal of property 

and other assets held for investment purposes to maximise returns on the City’s 

investments and ensure that the existing investment base is not eroded.  

 

1. Investment reserve fund 

(a) The City of Fremantle has a significant property portfolio and it is a key 

principle of this policy to identify properties held for investment purposes and 

to safeguard the real value of that investment base.  

(b) This investment base is to be safeguarded and grown through prudent 

disposal and acquisition of income generating investments. 

(c) Significant revenues are derived from these properties, which support 

recurrent operations and non-recurrent expenditures in community programs 

and facilities. 
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(d) To facilitate the diversification, this policy creates an investment reserve fund 

into which the proceeds from the sale of any existing investment properties are 

to be paid, and from which future investments are to be made under this policy 

in one of the following areas: 

(i) cash investments or other liquid asset (short or long term) 

(ii) the purchase of other income producing non-current assets. 

(e) The policy also permits the proceeds to be directed to the retirement of 

existing debt where it is demonstrated to be advantageous to the council. 

(f) This policy precludes the proceeds of the investment reserve fund from being 

used for the purposes of day to day operations (recurrent expenses) or 

investment in community programs or facilities that cannot produce a 

commercial rate of return. 

(a) Income received from any investment under this policy is paid to the municipal 

fund and does not form part of this reserve fund. 

 

2. Utilisation of reserve funds 

(a) Funds may be withdrawn from the reserve fund for any of the following 

purposes: 

(i) cash investments (short term and long term) 

(ii) the purchase of another income producing asset (for example, real 

property, share portfolios, superannuation funds) 

(iii) the retirement of existing debt. 

(b) Funds are not to be withdrawn from the reserve fund to subsidise operating or 

recurrent expenditures under any circumstances, nor are funds to be 

withdrawn for the purposes of providing community facilities that do not 

provide a commercial rate of return, unless specifically decided otherwise by 

the council. 

 

3. Borrowing for investment purposes 

(a) Where the committee considers that an exceptional investment opportunity 

exists, but funding cannot be met from the reserve fund (or it is not considered 

prudent to utilise reserve funds), council may consider, on a recommendation 

of the committee, loan borrowings for such investment.  

(b) The committee must demonstrate to council that there is a substantial financial 

benefit to warrant the borrowing of funds for this purpose. 
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4. Other 

Nothing in this policy is intended to restrict the council from adding further assets to 

this investment portfolio if it so resolves. 

 

5. Delegation 

(a) Management of the investment portfolio created and maintained under this 

policy is delegated to the investment committee. The council appointed 

investment committee membership comprises: 

(i) the mayor, deputy mayor, presiding member of strategic and general 

services committee, but if the mayor or deputy mayor should also 

become the presiding member of strategic services, then the presiding 

member of planning services is to become the third elected member 

unless they are also the mayor or deputy mayor, in which case council 

will need to appoint a third elected member to the committee. 

(ii) the chief executive officer (CEO) or nominated delegate, director corporate 

services and manager finance and administration. 

(b) The council delegates the responsibility for making investment decisions under 

this policy, within the limitations described in sections 5.16 and 5.17 of the 

Local Government Act 1995 and the express limitations described below, to 

the investment committee. 

(c) Council appoints a financial advisor to assist the committee make prudent 

investment decisions. 

(d) The financial advisor is appointed via a tender process. 

 

5.1 Limit on delegation  

(a) Section 5.17of the Local Government Act 1995 prohibits the delegation of 

any matter that requires an absolute majority decision of council. As the 

purchase of property is a matter for budget consideration and therefore 

absolute majority decision of council, this delegation does not include 

any power to purchase or dispose of real property. 

(b) This delegation also excludes decisions on any investments exceeding a 

three-year fixed term. 

 

6. Key decision making principles 

When the committee is considering an investment decision the following key 

principles are to form an essential part of the decision-making process: 
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(a) investments are spread across a range of investment mediums so as to 

minimise exposure to significant market fluctuations 

(b) investments are expected to provide a return commensurate with the level of 

risk, and at least 1–2% greater than the equivalent term bond rate (as quoted 

by the Department of Treasury) over the life of the investment 

(c) short-term and long-term (capital growth) benefits of the investment are to be 

considered using decision making tools such as net present value (NPV) 

analysis and internal rate of return (IRR) 

(d) investment decisions conform to other related City policies 

(e) decisions to retire debt involve an assessment of the long-term benefits to the 

City, taking into account savings in debt servicing costs relative to the long-

term opportunity cost arising from running down the capital base of the 

investment portfolio 

(f) all investments are to be made in accordance with the Trustees Act 1962 (as 

amended) 

(g) potential impact on council’s five year finance and allocation plan is to be 

considered. 

 

7. Reporting arrangements on decision-making under this policy 

(a) Investment decisions made under delegated authority must also be made in 

accordance with the advice from the appointed professional adviser, except for 

short term cash investment decisions that comply with the guidelines in the 

delegations.  

(b) When the committee wishes to make an investment other than that 

recommended by the appointed professional adviser, the matter is to be 

referred to council for determination.  

(c) The financial adviser is to present to the committee quarterly reports, or more 

frequently if required by the committee, on the state of the investment portfolio, 

together with recommendations for any changes to the portfolio.  

(d) The committee will receive the reports and forward them on to council with any 

appropriate comments, through the service delivery review and corporate 

planning committee. The committee shall also prepare an annual report for 

presentation to the council.  

(e) The annual report is to be a calendar year report that is presented no later 

than the following February so that the council can use any information from 

that report in its annual budget deliberations. 
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Responsible directorate: Corporate services 

Reviewing officer: Director corporate services 

Decision making authority: Council 

Council item number: SDRCP150 

Policy adopted: 11 February 2002  

Policy amended: 28 December 2007. (C0711–5) 

Next review date:   2011 

 


