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Cabinet Membership 
 
 

Mayor P Taylor (Chair) 
Councillor K Collett (Deputy Mayor) 
Councillors S Johnson, I Sharpe, M Watkin and T Williams 

 

Agenda 
Part A – Open to the Public 

 
1. Apologies for absence  
 
2. Disclosure of interests (if any)  
 
3. Minutes of previous meeting  
 
 The minutes of the meeting held on 6 July 2020 to be submitted and signed. 

 
4. Conduct of meeting  
 
 The Cabinet may wish to consider whether there are any items on which there is 

general agreement which could be considered now, to enable discussion to focus 
on those items where the Cabinet sees a need for further debate. 
 

5. Petition - Victoria House, 45-47 Vicarage Road (Pages 4 - 27) 
 
 A petition has been received regarding 45-47 Vicarage Road and signed by over 60 

Watford residents. 
 
The petition states – 
 
“Vehicles continue to illegally park and backing out onto the Major Highway 
Vicarage Road, also continually blocking ingress and egress to Kimberley House 
Keyworker Rental HMO Accommodation since 2007, This has been reported to the 
Watford Council every year since 2007, Planning and Highways stated that parking 
in the Planning Conditions were not allowed.  This highly dangerous for the public 
and has to be rectified urgently. NEEDS ACTION BT THE HERTFORDSHIRE 
HIGHWAYS AND WATFORD COUNCIL.” 
 

6. Appointment to Council Companies (Pages 28 - 30) 
 
 Report of the Group Head of Democracy and Governance  

 

http://watford.moderngov.co.uk/ieListMeetings.aspx?CommitteeId=121


 

 

7. Ombudsman's Decision (Pages 31 - 38) 
 
 Report of the Group Head of Democracy and Governance  

 
8. West Herts Crematorium Joint Committee – Loan Agreement (Pages 39 - 43) 
 
 Report of the Shared Director of Finance 

 
9. Croxley Park update (Pages 44 - 52) 
 
 Report of the Interim Head of Property 

 
10. Appointment of Money Market Fund Managers (Pages 53 - 89) 
 
 Report of the Shared Director of Finance 

 
11. Exclusion of press & public  
 
 The Chair to move: that, under Section 100A (4) of the Local Government Act 

1972, the public and press be excluded from the meeting for the following items of 
business as it is likely, in view of the nature of the business to be transacted or the 
nature of the proceedings, that if members of the public were present during 
consideration of the items there would be disclosure to them of exempt 
information as defined in Section 100(1) of the Act for the reasons stated below in 
terms of Schedule 12A. 
 
Note: if approved, the Chair will ask members of the press and public to leave 
the meeting at this point. 
 
 

12. Relocation Options for Watford Mencap (Pages 90 - 101) 
 
 Report of the Interim Head of Property and Regeneration 
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Part A  
Report to:  Cabinet 
 
Date of meeting: Monday, 7 September 2020 
 
Report author: Group Head of Democracy and Governance 
 
Title:   Appointment to Council Companies 
 
 
1.0 Summary 
 
1.1 Due to the imminent departure of Elaine Tuck Group Head of Commercial from the 

council it is necessary to replace her on the board of directors for both Hart Homes 
(Watford) limited, Watford Commercial Services Limited and also on the Partnership 
Board of Watford Health Campus Partnership LLP. 

 
 
2.0 Risks 
 
2.1  

Nature of risk Consequence Suggested Control 
Measures 

Response 
(treat, 
tolerate, 
terminate or 
transfer) 

Risk 
Rating 
(combination 
of severity 
and 
likelihood) 

Failure to 
appoint 

The council will have 
insufficient directors 
in place. 

To appoint the 
officers as indicated 
in this report 

Treat 1 

 
 
3.0 Recommendations 
 
3.1 That Alan Gough Group Head of Community and Environmental Services be 

appointed to the Board of Hart Homes (Watford) Limited with immediate effect. 
 
3.2 That Andrew Cox Group Head of Service Transformation be appointed to the Board 

of Watford Commercial Services Limited with immediate effect. 
 
3.3   That Tom Dobrashian Group Head of Place Shaping be appointed to the Partnership 

Board of Watford Health Campus Partnership LLP with immediate effect. 
 
 Further information: 
 Carol Chen 
 carol.chen@watford.gov.uk 
 Tel: 01923 278350 
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 Report approved by: Donna Nolan Managing Director 
 
4.0 Detailed proposal 
 
4.1 Elaine Tuck Group Head of Commercial is due to leave the council’s employment 

imminently. She had been appointed by cabinet to the board of both Hart Homes 
(Watford) Limited, Watford Commercial Services Limited and Watford Health 
Campus Partnership LLP at its meeting on 20 January 2020. 

 
4.2 It is therefore necessary to make new appointments. It is recommended that Alan 

Gough Group Head of Community and Environmental Health be appointed to Hart 
Homes (Watford) Limited. He was a director on this board prior to January 2020 and 
stepped down to allow the Group Head of Commercial to replace him. 

 
4.3 It is further recommended that Andrew Cox Group Head of Service Transformation 
 be appointed to Watford Commercial Services Limited. 
 
4.4    It is finally recommended that Tom Dobrashian be appointed to the Partnership 
 Board of Watford Health Campus Partnership LLP. Tom has previous knowledge of 
 this Board as he was the project manager for the Health Campus project and sat on 
 the operations board at the inception of the LLP. 
 
5.0 Implications 
 
5.1 Financial 
 
5.1.1 The Shared Director of Finance comments that there are no financial implications in 

this report 
 
5.2 Legal Issues (Monitoring Officer) 
 
5.2.1 The Group Head of Democracy and Governance comments that it is for cabinet to 

nominate representatives to the various companies and joint ventures. The council 
has a limit of two directors to appoint to Hart Homes (Watford) Limited and 3 
members to the Partnership Board of the Watford Health Campus Partnership LLP 

 
5.3 Equalities, Human Rights and Data Protection 
 
5.3.1 Having had regard to the council’s obligations under s149 Equality Act 2010, it is 

considered that there are no equalities or human rights implications in this report. 
 
5.4 Staffing 
  
5.4.1 Not applicable 
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5.5 Accommodation 
  
5.5.1 Not applicable 
 
5.6 Community Safety/Crime and Disorder 
 
5.6.1 Not applicable  
 
5.7 Sustainability 
  
5.7.1 Not applicable 
 
 
Background papers 
 
 
No papers were used in the preparation of this report. 
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Part A  
Report to:  Cabinet 
 
Date of meeting: Monday, 7 September 2020 
 
Report author: Group Head of Democracy and Governance 
 
Title:   Ombudsman's Decision 
 
 
1.0 Summary 
 
1.1      Under the Local Government and Housing Act 1989 the council’s Monitoring Officer 

is legally obliged to make a report to cabinet of any finding by the Local Government 
and Social Care Ombudsman of maladministration. 

 
 
1.2 On 7 August 2020 the council received the Ombudsman’s final decision in a matter 

relating to the handling of a claim for housing and council tax benefits. The decision 
is attached at appendix 1. 

 
2.0 Risks 
 
2.1  

Nature of risk Consequence Suggested Control 
Measures 

Response 
(treat, 
tolerate, 
terminate or 
transfer) 

Risk 
Rating 
(combination 
of severity 
and 
likelihood) 

That the 
lessons 
learned are 
not followed 

Further complaints 
and resulting action 
by the Ombudsman 
leading to a loss of 
reputation  

That the 
recommendations 
are followed and 
agreed actions are 
monitored 

Treat 4 

 
3.0 Recommendations 
 
3.1 That the Ombudsman’s decision be noted. 
 
 
 Further information: 
 Carol Chen 
 carol.chen@watford.gov.uk 
 Tel: 01923 278350 
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4.0 Detailed proposal 
 
4.1 Under s5A of the Local Government and Housing Act 1989 the council’s Monitoring 

Officer is legally obliged to report to cabinet any findings of maladministration by 
the Local Government and Social Care Ombudsman. 

 
4.2 On 7 August 2020 the council received the Ombudsman’s final decision in relation 

to a complaint by a couple in relation to the handling by the Revenues and Benefits 
Department of their claim for Housing Benefit and Council Tax reduction. 

 
4.3 The decision letter attached at appendix 1 sets out the history of the matter and 

acknowledges the fact that the Head of Revenues and Benefits appreciated before 
the complaint had reached the Ombudsman that the claim had not been handled 
well and that an independent investigator had been used to try to learn lessons 
from it. As a result new processes and procedures were introduced to try to avoid a 
similar situation arising in the future.  

 
4.4    The council has accepted the Ombudsman’s findings in full and a letter of apology 

and the suggested payment of compensation has been made. 
 
4.5    All Ombudsman decisions are now published on their website in anonymised form. 
 
5.0 Implications 
 
5.1 Financial 
 
5.1.1 The Shared Director of Finance comments that the Council will meet the 

compensation payment of £600 from existing budgets. 
 
5.2 Legal Issues (Monitoring Officer) 
 
5.2.1 The Group Head of Democracy and Governance comments that as stated in the 

body of the report all findings of maladministration are required to be reported to 
cabinet by virtue of the Local Government and Housing Act 1989 

 
5.3 Equalities, Human Rights and Data Protection 
 
5.3.1 Having had regard to the council’s obligations under s149 Equality Act 2010, it is 

considered that there are no direct equalities impacts arising from this report 
 
5.4 Staffing 
  
5.4.1 As a result of this case staff training has been instituted and is ongoing. 
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5.5 Accommodation 
  
5.5.1 Not applicable 
 
5.6 Community Safety/Crime and Disorder 
 
5.6.1 Not applicable 
 
5.7 Sustainability 
  
5.7.1 Not applicable 
 
Appendices 
 

 Ombudsman’s final decision 
 
Background papers 
 
 
No papers were used in the preparation of this report. 
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1

 7 August 2020

Complaint reference: 
18 017 040

Complaint against:
Watford Borough Council

The Ombudsman’s final decision
Summary: The Council was at fault in the way it dealt with Mr and Mrs 
X’s benefit claims. The Council has apologised and made several 
service improvements. Mr and Mrs X say the Council was malicious in 
its actions. The Ombudsman has found no evidence of further fault by 
the Council but has asked it to make a financial payment for the 
distress and uncertainty caused to Mr and Mrs X. 

The complaint
1. Mr and Mrs X complain about the way the Council handled their Housing Benefit 

and Council Tax Reduction. They said this resulted in a summons for unpaid 
council tax and threats of eviction from their landlord because of rent arrears. Mr 
and Mrs X say that officers were malicious and deliberately sabotaged their case.

What I have investigated
2. I have investigated the Council’s handling of their claims. But I could not 

investigate decisions about the amount of Housing Benefit awarded or the 
decision to recover overpayment because Mr and Mrs X could have appealed 
these matters to a statutory tribunal. 

The Ombudsman’s role and powers
3. The law says we cannot normally investigate a complaint when someone can 

appeal to a tribunal. However, we may decide to investigate if we consider it 
would be unreasonable to expect the person to appeal. (Local Government Act 1974, 
section 26(6)(a), as amended) 

4. The Social Entitlement Chamber (also known as the Social Security Appeal 
Tribunal) is a tribunal that considers housing benefit appeals. (The Social Entitlement 
Chamber of the First Tier Tribunal). The Valuation Tribunal deals with appeals against 
decisions on council tax liability and council tax support or reduction.

5. We investigate complaints about ‘maladministration’ and ‘service failure’. In this 
statement, I have used the word fault to refer to these. We must also consider 
whether any fault has had an adverse impact on the person making the 
complaint. I refer to this as ‘injustice’. If there has been fault which has caused an 
injustice, we may suggest a remedy. (Local Government Act 1974, sections 26(1) and 26A(1), 
as amended)
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Final decision 2

6. If we are satisfied with a council’s actions or proposed actions, we can complete 
our investigation and issue a decision statement. (Local Government Act 1974, section 
30(1B) and 34H(i), as amended)

How I considered this complaint
7. I have spoken to Mr and Mrs X and considered the Council’s response to my 

enquiries. 
8. I sent Mr and Mrs X and the Council a copy of my draft decsion and invited their 

comments. I considered all the comments I received before issuing my decision.

What I found
9. Councils are responsible for administering housing benefits and must tell people 

about their decisions in writing. If a council decides a person does not qualify for a 
certain benefit the written notice must give reasons for this. The notice must also 
tell the person about their right to ask for more information and to appeal. 

10. People have a right to appeal most housing benefit decisions. The person can 
first ask the council to review its decision. However, they can also ask it to send 
the appeal directly to the Tribunal. 

11. If a person asks for an appeal the council can reconsider its decision. If it decides 
not to change its decision or its revised decision is not to the other person’s 
advantage, the Council should send the appeal to the Tribunal “as soon as is 
reasonably practicable”. (Rule 24(1A) of the Tribunal procedure (First-tier 
Tribunal) (Social Entitlement Chamber) Rules 2008)

12. The Ombudsman cannot look directly at decisions about entitlement to benefit. 
This includes issues such as overpayment of housing benefit or recalculations of 
housing benefit. This can only be done by a Tribunal. However, the Ombudsman 
can look at a council’s actions and how it administered the process. 

What happened in this case
13. Below is a chronology of key events. It is not meant to show everything that 

happened. 
14. In August 2018 the Council wrote to Mr and Mrs X and explained that it had 

reviewed their housing benefit and council tax reduction claim. The Council 
determined that Mr and Mrs X did not qualify for housing benefit and council tax 
reduction from September 2016 to April 2019. The basis for its decision was that 
Mr and Mrs X’s son had loaned them £30,000 in August 2016 and they had failed 
to show how that money had been spent. The Council therefore considered the 
£30,000 loan as capital. It said that they had been overpaid £22,902.20 in 
housing benefit and £4210.84 in council tax reduction. The Council also adjusted 
discretionary housing payment (DHP) from April 2017 to April 2018 and 
determined an overpayment of £1,544.44.

15. In September Mr and Mrs X requested a review of the Council’s decision. On 30 
October the Council concluded that the capital of £30,000 was given to Mr and 
Mrs X over a period of 26 days in 2016 and had been used to support family 
needs. It said that Mr and Mrs X held a property with an equity values in excess of 
£16,000 and therefore upheld the original decision. At the same time, the Council 
decided to re-instate benefit from 27 August 2018 and this was determined on 2 
November. 
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16. On 1 November Mr and Mrs X made an application for Discretionary Housing 
Payments (DHP). The application was considered by a senior manager (Officer 2) 
and was rejected on 27 December 2018. Mr and Mrs X were informed in writing of 
the Council’s decision.  

17. On 22 November Mr and Mrs X appealed against the Council’s decision about 
their benefit claim and overpayment. He requested that the appeal be forwarded 
to the independent appeal tribunal.

18. On the 7 January 2019, the Council suspended the benefit payment but failed to 
inform Mr and Mrs X of its decision and the period of suspension.

19. On 11 January Officer 1 spoke to Mrs X about the benefit claim. Mrs X said that 
Officer 1 was harsh and intimidating. Specifically Mrs X said that Officer 1 
repeated requests for information which they had already provided; asked Mr and 
Mrs X to attend the Council office with evidence of how they had spent the loan 
from their son; disregarded what she said and harassed and threatened her. 

20. On the same day Mr X sent an email to the Council and repeated that he wanted 
to appeal against the decision of 30 October. Officer 1 wrote to Mr and Mrs X and 
requested details about their income and copies of bank statements. The letter 
stated that the information should be provided within one calendar month, by 10 
February.

21. On 8 February Mr and Mrs X’s landlord contacted them about a missing rent 
payment. It was at this point Mr and Mrs X became aware that the Council 
suspended its benefit on 7 January. 

22. On 1 February, the Council submitted details of Mr and Mrs X’s appeal to the 
independent appeal tribunal. The Council incorrectly stated that they were 
appealing against the decision of 24 August 2018 and not the decision made on 
30 October. Mr and Mrs X complained about the quality of the appeal submission 
and said that key documents had been omitted.

23. On 6 and 8 February Mr X submitted further evidence in support of their claim. On 
13 February, the Council requested more information and Mr X responded on the 
same day. He asked the Council to de-suspend the benefit payments. The 
Council sent another letter on 20 February and explained that it had completed a 
review of their application for housing benefit and council tax reduction. It 
confirmed that payments would resume from 7 January. When Mr X checked his 
online account, he found that payments had been suspended again on 20 
February. 

24. On 26 February Mr X received another letter from the Council dated 22 February. 
The Council asked Mr X to provide further evidence including company bank 
statements and payslips. Mr X said that this information had already been 
provided to the Council on numerous occasions. 

The Council’s response to Mr and Mrs X’s complaint
25. The Council commissioned an independent investigation into Mr and Mrs X’s 

complaint. The investigation and the Council’s response that followed has already 
highlighted several areas where it was at fault. However, Mr and Mrs X 
complained that the Council failed to address their complaint about Officer 2 and 
the way she handled their DHP application in November 2018. Mr and Mrs X said 
this was a deliberate omission by the Council. 

26. The Council acknowledged that this aspect of Mr and Mrs X’s complaint was not 
part of the stage two investigation. It said that the investigating officer was 
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provided with a copy of Mr X’s substantive complaint dated 11 March 2019. The 
Council accept that it did not include supplementary issues raised by Mr X in an 
email sent to Officer 2 on 16 April. The Council says this was a simple oversight 
on its part. I am satisfied with this explanation. 

27. The Council took eight weeks to reach a decision on the DHP application. This 
was fault. However, it explained that it was satisfied that it considered a range of 
information in reaching its decision to decline the application. 

28. The Council’s accepts that there was a delay in Officer 2 responding to Mr and 
Mrs X’s complaint. The Council explained that due to the complexity and 
allegations of prejudice, harassment, discrimination and senior officer conspiracy 
it decided that an independent investigation was necessary. I note that Mr and 
Mrs X were given an opportunity to speak with the investigating officer but 
declined to do so.

Service improvements made by Council 
29. The Council has already made a number of service improvements as a result of 

Mr and Mrs X’s complaint. This includes:
 Staff training and workshops
 Improved quality assurance
 New procedures for complaints and appeals for benefits and council tax
 Increase in DHP resources 

Analysis
30. The Council commissioned an independent investigation into Mr and Mrs X’s 

complaint. The investigation and the Council’s response that followed has already 
highlighted several areas where it was at fault. Therefore, I have considered 
whether to make any further findings of fault and whether it has taken sufficient 
action to remedy the injustice it caused.

31. The Council accepts it made flawed decisions on 24 August 2018 and 30 October 
2018

32. The Council has put Mr and Mrs X to significant, unnecessary time and trouble. It 
has given wrong information, made repeated requests for information already 
provided, denied appeal rights, suspended benefits without notice and wrongly 
said it owed £28657.48 in overpayments. But for these faults I consider that the 
Council could have paid Mr and Mrs X’s claims for housing benefit and council tax 
reduction from the end of August 2018. Because of these faults Mr and Mrs X 
experienced uncertainty and significant distress in not knowing what was 
happening with their claim. They were faced with the fear of losing their home and 
struggled to cope financially. 

33. I also have concerns about some of the Council’s communication with Mr and Mrs 
X. It simultaneously issued decision notices saying they did not qualify for benefit 
and letters inviting them to provide further information so that their benefits could 
be re-instated. The Council failed to explain to Mr and Mrs X why it was 
requesting further information from them. The telephone conversation Officer 1 
had with Mrs X in January 2019 makes little sense and I can appreciate why Mrs 
X felt “harassed” by repeated requests for information. I consider these poor 
communications also justify a finding of fault. They too will have added to Mr and 
Mrs X’s uncertainty and distress.

34. I do not consider the Council’s delay in handling Mr and Mrs X’s DHP application 
can escape criticism either. The Council’s policy states that it will send a written 
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notification of its decision within seven days “or as soon as practicably possible” 
The Council took eight weeks to decided Mr and Mrs X’s application and fell 
considerably short of the expected timescales. This was fault. This would also 
have added to Mr and Mrs X’s uncertainty and distress. I note that the Council 
has since taken on extra staff which has reduced delays.

35. Mr and Mrs X have said many times that Council officers lied, were rude, 
malicious and deliberately sabotaged their case. Whilst I have found fault in the 
actions of the Council, there is no evidence to support these claims.  

36. We publish guidance on remedies. We usually suggest payment of between £100 
and £300 for unnecessary time and trouble. We also recommend a payment 
between £100 and £300 for distress. I consider the time and trouble and the 
distress the Council caused Mr and Mrs X is at the top of our scales and will 
recommend a remedy accordingly.

Agreed action
37. To put matters right for Mr and Mrs X within one month of my final decision the 

Council will:
a) Apologise to Mr and Mrs X
b) Pay Mr and Mrs X £600 for their distress and time and trouble.

Final decision
38. I have found fault by the Council causing injustice to Mr and Mrs X. The Council 

has accepted my recommendations and I have completed my investigation on 
this basis.

Investigator’s decision on behalf of the Ombudsman 
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Part A  
 
Report to:  Cabinet 
 
Date of meeting: Monday, 7 September 2020 
 
Report author: (Shared Services) Director of Finance 
 
Title:   WEST HERTS CREMATORIUM JOINT COMMITTEE – LOAN 
AGREEMENT 
 
 
1.0 Summary 
 
1.1 To seek Council approval for Watford as one of the authorities that make up the West Herts 

Crematorium Joint Committee (WHCJC), to enter into a loan facility agreement on behalf of 
the WHCJC together with the other member authorities with Dacorum Borough Council (also 
a member authority) for a loan facility of £6 million as part funding towards a c.£8 million 
development of a new crematorium in Hemel Hempstead. 

1.2 Also to seek Council approval to sign a Deed of Contribution and Indemnity with all five 
member authorities of the WHCJC and thereby underwriting one fifth of the loan should the 
WHCJC default on repayment of the loan. 

2.0 Risks 
 
2.1 Key risks were identified and discussed in the business case which was considered and 

approved by the WHCJC. 

2.2 The business case also included various financial modelling and appraisals, the project 
budget also includes contingency funding to mitigate the risk of increased costs. 

2.3 Subject to funding approval, a full competitive tender process will be undertaken to appoint a 
suitably experienced development partner. 

2.4  The project is being managed by Watford Borough Council as lead authority for the WHCJC. 

 
3.0 Recommendations 
 
3.1 That Cabinet recommends to Council that Watford, as one of the member authorities of the 

West Herts Crematorium Joint Committee, signs a loan facility agreement between 
Hertsmere Borough Council, St Albans City and District Council, Three Rivers District Council 
and Watford Borough Council as borrowers with Dacorum Borough Council as lender for £6 
million to part fund a new Crematorium in Hemel Hempstead, subject to all the other 4 
borrowing authorities passing similar resolutions; 

3.2 That Cabinet recommends to Council that Watford also signs a Deed of Contribution and 
Indemnity with all five partner authorities of the West Herts Crematorium Joint Committee, 
namely Dacorum Borough Council, Hertsmere Borough Council, St Albans City and District 
Council, Three Rivers District Council and Watford Borough subject to all the other member 
authorities passing similar resolutions; and 
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3.3 That Cabinet recommends that Council notes that in agreeing to 3.1 and 3.2 above that 
Watford are underwriting one fifth of the £6 million loan facility should the West Herts 
Crematorium Joint Committee default on repayment of the loan. 

3.4 That delegated authority be given to the Director of Finance to agree the final terms of the 
loan and indemnity agreements 

 Further information: 
  
 alison.scott@threerivers.gov.uk 
  
 Report approved by: Alison Scott 
 
4.0 Detailed proposal 
 
4.1 The WHCJC is a statutory Joint Committee of five local authorities: Dacorum Borough 

Council, Hertsmere Borough Council, St Alban’s City and District Council, Three Rivers 
District Council and Watford Borough Council with the responsibility for managing 
crematorium services for the five councils. 

4.2 The WHCJC is currently responsible for the operation of one Crematorium, West Herts 
Crematorium in Three Rivers that has been serving the local community since 1959. 

4.3 The WHCJC has been operating the West Herts Crematorium successfully for many years 
and it makes an annual return to the five member authorities of £250k, whilst also setting 
aside surplus funds for reinvesting in the crematorium. 

4.4 The operation of crematoria is a competitive market and in light of competition by private 
operators in the local area the WHCJC commissioned a feasibility study to examine the 
possibility of building a new second Crematorium in Hemel Hempstead. The following is an 
extract from the resulting business case: 

“The demand for cremations has risen considerably in recent years with this trend set to 
continue as the UK’s ageing population grows in size, with the proportion of those aged 65 
and above predicted to significantly increase in future years. In 2017 cremations accounted 
for 77 % of all funerals in the UK. 

The increasing demand for cremations has been identified by the private sector as a lucrative 
business opportunity and has resulted in the majority of new crematoria being built and run 
by private sector businesses in recent years.     

WHCJC is still at risk of losing its catchment through increased competition because it has 
no further expansion space, therefore limiting its ability to meet growing demand for more 
flexible, creative services, and it would also lose the opportunity to serve a wider area.” 

4.5 WHCJC therefore agreed that a further Business Case should be produced examining:    

 The financial projections and implications of building a new second crematorium in 
Hemel Hempstead 

 Pricing models and their commercial viability 

 The likely demand at both sites and the impact this would ultimately have on WHCJC 

 The strategic options for financial consideration 
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4.6 An options appraisal was carried out as part of the further Business Case examining the 
benefits and dis-benefits of the following three delivery models, assessing each option 
against a list of criteria reflecting the objectives of WHCJC:  

Option 1 - Do nothing  

Option 2 - Build a new second crematorium in Hemel Hempstead  

Option 3 - Look for an alternative site for building a second crematorium 

4.7 Based on the scoring, the options appraisal concluded that option 2 to build a new second 
crematorium at the Hemel Hempstead site was the recommended option. The project was 
viable and WHCJC had the capability and resources to successfully deliver the project. The 
benefits outlined below could be delivered and significantly outweighed the expected dis-
benefits and it was therefore considered worth the investment.  

4.8 The Business Case concluded that building a new crematorium at the Hemel Hempstead site 
by WHCJC would be commercially viable, would allow WHCJC to improve and enhance the 
services provided to residents at both sites whilst increasing their resilience and capacity to 
meet future service demands. 

4.9 Having considered the business case the WHCJC agreed to pursue option 2 and have since 
been progressing this option. 

4.10 The cost of the development is close to £8 million and is to be funded partly by the 
accumulated surpluses of the WHCJC and by way of a £6 million loan facility from Dacorum 
Borough Council who own the land in Hemel Hempstead where the Crematorium is to be 
built. 

4.11 As the WHCJC has no legal capacity in its own right it requires each of the member authorities 
to agree to take on responsibility for the loan as each would be liable in the event of a default. 
As the taking on of this loan is not in the capital programme it requires Council approval. The 
Cabinet could decide not to recommend that the Council agree the loan, which must be 
supported by all five partner authorities otherwise the project cannot proceed. 

4.12 As this is a competitive market and Hemel Hempstead is not currently well served with a local 
Crematorium this could severely impact on the market share of the WHCJC should a 
competitor open a new facility in the local area.  

4.13 The proposal enables a new second crematorium to be built whilst ensuring the strongest 
financial position for WHCJC. 

4.14 Since the WHCJC agreed to pursue option 2 a loan agreement between Dacorum Borough 
Council and the other member authorities of the WHCJC has been drawn up. Agreement to 
enter into a loan facility agreement now requires formal approval by the four member 
authorities who will be entering into it as the WHCJC has no legal capacity to take on the 
loan itself. Also as Dacorum Borough council is providing the loan it cannot enter into a loan 
agreement with itself. In order to ensure that Dacorum as a member of the WHCJC also has 
responsibility for repaying the loan it has agreed with the four other member authorities to 
enter into a Deed of Contribution and Indemnity. By agreeing to enter into a Loan Agreement 
and a Deed of Contribution and Indemnity, each council is underwriting a one fifth share of 
the £6 million loan and would be liable for up to £1.2 million should the WHCJC default on 
the loan. Cabinet is requested to recommend that the Council approve that Watford enter into 
a Loan Agreement and a Deed of Contribution and Indemnity, on the proviso that each of the 
other member authorities also pass similar resolutions 

4.16 It is also recommended that the Director of Finance be given delegated authority to approve 
the final terms of both agreements. 
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5.0 Implications 
 
5.1 Financial 
 
5.1.1 The Shared Director of Finance comments that the financial implication are set out 

in the report. 
 
5.2 Legal Issues (Monitoring Officer) 
 
5.2.1 The Group Head of Democracy and Governance comments that as WHCJC does not 

have legal capacity in its own right each of the member councils that are on the 
WHCJC must individually approve of entering into this arrangement. They will also 
have liability for the loan. 

 
5.2.2 As stated in the report Dacorum cannot enter into a loan agreement with itself so 

the loan will be taken out by the other four councils but Dacorum is signing a 
separate indemnity agreement with the other councils. 

 
5.2.3 Watford is acting as lead authority in relation to the development of the new 

crematorium. 
 
5.2.4 As this loan is not currently in the capital programme it needs to be approved by 

Council.  
 
5.3 Equalities, Human Rights and Data Protection 
 
5.3.1 A full equalities impact assessment is being compiled by the project manager of the 

lead authority, Watford Borough Council. The EIA will cover all five local authority 
areas party to the West Herts Crematorium Joint Committee. 

  
Data Protection Impact Assessment 

  
5.3.2 Having had regard to the council’s obligations under the General Data Protection 

Regulation (GDPR) 2018, it is considered that officers are not required to undertake 
a Data Processing Impact Assessment (DPIA) for this report. 

 
5.4 Staffing 
  
5.4.1 None 
 
5.5 Accommodation 
  
5.5.1 None 
 
5.6 Community Safety/Crime and Disorder 
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5.6.1 None 
 
5.7 Sustainability 
  
5.7.1 None 
 
 
Background papers 
 
The following background papers were used in the preparation of this report.  If you wish 
to inspect or take copies of the background papers, please contact the officer named on 
the front page of the report. 
 

New Crematorium in Hemel Hempstead Business Case, Watford Borough Council, lead 
authority for the West Herts Crematorium Joint Committee 
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Part A  
 
Report to:  Cabinet 
 
Date of meeting: 7 September 2020 
 
Report author:  Interim Head of Regeneration & Property  
 
Title:   Croxley Business Park – Update Report.  

 

1.0 Summary 

1.1 This report provides an over view of the current position in regard to the 

financial performance of Croxley Business Park (The Park) over the course of 

the last year, letting activity, the impact of Covid 19 and lockdown and the 

ongoing development and asset management initiatives that will assist in 

ensuring The Park remains a relevant and attractive location and setting for 

local and national occupiers. 

1.2 Whilst Covid 19 has had a significant short term impact on some tenants 

leading to a number of requests for rent concessions, the Council, through its 

advisors have taken an active approach in negotiating suitable deferment 

terms, respective of the tenant’s financial status and importance to The Park 

as well as the Council’s financial position. 

1.3 At the time of acquisition, Grant Thornton prepared a financial model to 

support its viability. A new model has recently been produced by Grant 

Thornton to enable accurate forecasting and scenario planning. This will be 

operational from Q3 this year. As part of the work to create this operational 

model, the original assumptions (relating to re-letting, voids, rent incentives 

and marketing) have been found to remain accurate. Therefore the original 

expected income is consistent with the contracted income as set out in the 

table below at paragraph 20.  

1.4 The development of Building 1 remains on track for completion in Spring 2021 

and The Park as had recent success in attracting three new tenants with 

lettings totalling nearly 35,000 sq ft. Such success will necessitate that further 

vacant suites are brought forward for refurbishment and that the current void 

rate for the office component compares favourably with other business parks 

of similar stature and scale.  
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2.0 Recommendation 

2.1 That Cabinet notes the contents of this report and that it will be shared with 

and discussed at the Finance Scrutiny Committee meet on the 10th September. 

3.0 Introduction 

3.1 In July 2019 Watford Borough Council acquired a 40 year head lease in The 

Park structured as an “income strip” deal with the Council having the option 

to acquire the freehold of the Park at the end of the 40 year term for £10 from 

Croxley 1 Limited and Croxley 2 Limited as nominees of Croxley Master 

Trustee Limited, trustee of Croxley Master Property Unit Trust (the current 

freeholder).  

3.2 The Council receives the full passing rental income from occupational tenants 

on the Park in return for paying a rent of £9.2m per annum which was indexed 

annually linked to RPI (based on June RPI figures), subject to a collar of 0% 

(minimum increase) and a cap (maximum increase) of 5%. The Council, in 

addition to retaining the profit rent, is responsible for all rental risk and 

planned and preventative maintenance (PPM). 

3.3 Columbia Threadneedle Investments (CTi), the investment and asset 

management company who were the vendors of the Park,  also made a 

payment to the Council of £92m to cover rent top ups and Planned and 

Preventative Maintenance. This payment was broken down as follows; £24m 

of this sum represented a rent top up for the first three years from purchase 

to cover any rent free periods on occupational leases whilst the £68m balance 

of the sum has been set aside to be used for planned and preventative 

maintenance over the term of the 40 year lease. This funding will be required 

in later years so has been invested to generate returns for the Council in the 

interim period.  

4.0 Croxley Business Park 

4.1 The Park adjoins and compliments the Western Gateway core policy area of 

Watford Borough and the 67 acre Watford Business Park (which the Council 

owns the freehold of). The Park sits in 75 acre parkland and the space 

provided includes 510,000 sq. ft. of office accommodation with a further 

85,000 sq. ft. in the course of construction (which is being funded by CTi) and 

189,000 sq. ft. of industrial space. Additional amenity space comprising circa 

15,000 sq. ft. has been developed and funded by CTi in 2019, providing a gym, 

café and meeting space for 200 people which aids in tenant attraction and 

retention as well as being a useful facility to have on site.  
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4.2 The office accommodation that dominates the Park is provided in 9 

standalone buildings which are let to a variety of tenants. Most buildings 

contain multi-let tenants apart from one. The Park is home to around 60 

businesses including corporate occupiers such as Smith & Nephew, Kodak, 

Howden Joinery, Medtronic, Corona Energy, Glenmark Pharmaceuticals and 

Regus (the serviced office provider). 

4.3 The industrial accommodation consists of industrial and warehouse 

accommodation totalling 189,000 sq. ft, contained in four separate blocks and 

split into 25units the majority of which are under 8,000 sq. ft. 

4.4 The Park usually has over 2,400 people on site and whilst this reduced to 100 

in the depths of Covid lockdown, the current level is c400 with the expectation 

that this number will ramp up in September as schools reopen. The onsite 

facilities will also be reopening in September and the managing agents have 

put in place appropriate return to work plans and offered guidance and advice 

to occupiers on the Park.  

4.5 Despite Covid 19 and the impact of lockdown, the Park has had success in 

attracting 3 businesses (all new to Watford) in the last 6 months, and fitting 

out works on c35,000 sq ft is currently underway in advance of their 

occupation. 

4.6 Vibrant Foods, a leading producer of ethnic foods, has taken 14,230 sq ft on a 

10 year lease on the ground floor of Croxley Park’s Building 3. CSL Dualcom 

Limited, a provider of connectivity solutions, has also taken 10,045 sq ft of 

space on the second floor of Building 4 on an 11 year lease. Both lettings 

achieving a rent in the region of £30.00 per sq ft. Finally, medical devices 

supplier Clinisupplies Limited, is moving into 10,147 sq ft on the first floor of 

the Park’s 1 Blackmoor Lane property on an 11 year term. The businesses are 

all new to the Park. 

4.7 Proposals for further refurbishment of vacant floorspace are likely to come 

forward as a result, to ensure there is a range of suitable office product 

available for immediate occupation by tenants, in either any internal or 

external relocations.   

5.0 Building 1 

5.1 CTi have an ongoing responsibility to deliver the completion of Building 1 

(comprising c85,000 sq ft of contemporary offices) in Spring 2021. They 

continue to provide an asset advisory service linking in with and instructing 

the agents and property management and professional teams.  
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5.2 During early lockdown only a limited amount of construction works was able 

to be undertaken on site, in order to make the site safe. However as 

restrictions were lifted, construction work accelerated and at this stage there 

is no expected delay to completion of the development in Spring 2021. 

5.3 CTi, as well as having the responsibility of managing the construction of 

Building 1 take a lead on managing the letting of the development and a team 

of letting agents have been appointed. In addition to the Park’s usual agents 

of Stimpsons and Bray Fox Smith, CBRE have been appointed to ensure the 

property is fully exposed to a national occupier audience utilising their 

connections with major UK and global corporates. 

5.4 During the course of late 2020 and early 2021, the marketing activities for this 

development will be developed and enacted with a major push in the 

immediate pre and post completion period. Enquiries are generally quiet at 

present due to Covid and the usual summer lull, however the Park’s benefits 

as a spacious and edge of town location is likely to be a positive benefit in 

such a campaign. It may well be the sort of desired location away from city 

centres that some occupiers want in a ‘Covid world’.  

6.0 Financial Viability 

6.1 As noted above, the Council now has an operational cashflow model, built by 

Grant Thornton in conjunction with Council officers and Lambert Smith 

Hampton Investment Management (LSHIM). This will enable accurate 

forecasting in the future and scenario planning as required.  

 The current position as at Quarter 2 is shown below.   

 As noted in the summary, the original assumptions made at the point of 

acquisition remain correct. Therefore the contracted income figure reflects 

expected income required by the Council. Contracted income is the rent on 

the lease for each tenancy and ignores any rent free periods the tenants may 

be on at the quarter day. Demanded rent allows for rent free periods and 

does not include rent where a tenant is in a rent free period. In the current 

conditions, demanded rent is higher than contracted at the time of reporting 

as rent is being demanded on a monthly basis (in some cases) and in some 

cases higher to allow for rent concessions made in March and other requests 

from tenants, for example to be invoiced a larger amount in advance. In order 

to establish the extent to which the investment is operating at the expected 

levels, the quarterly rent received compared to quarterly contracted income 

shows a difference of £372,703.  

Page 47



 Planned and preventative maintenance (PPM) figures are excluded from the 

calculation of net income because the top-up fund provided covers this cost.  

 

Croxley Park  Q2 2020 Q1 2020 Change  

Annual Contracted Income £12,138,176 £11,827,478 £310,698  

Quarterly Contracted 

Income 
£3,034,544 £2,956,869 £77,675  

Quarterly Demanded Rent £3,535,917 £2,640,263 £895,654  

Quarterly Received Rent £2,661,841 £2,398,997 £262,843  

Vacancy (% by sq ft 

excluding Building 1) 
17% 14% +3%  

Aged Debt (90 days plus) £1,300,498 £122,960 £1,177,518  

PPM Costs £123,730 £358,825 £235,095  

Ground Rent £2,225,000 £2,225,000 £-  

Net Income  £436,841 £173,997 £262,844  

 

 LSHIM provide regular updates post quarter rent day and the table below 

highlights the progress made in the 6 week period after the June quarter day. 

It should be noted that 4.62% of rents are on agreed monthly repayment 

terms, ie not quarterly. LSHIM undertake similar investment and asset 

management mandates for other private and public sector clients. The 
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information provided by LSHIM suggests that the rent collection data of over 

75% rent collected at the 42 day point is close to and slightly above the 

average of 5 comparator funds.  

 Rent & Service Charge Collection Rates post June Quarter Day 

 

  Gross Rent 

Demanded 

% 

Collected 

Gross Service 

Charge 

Demanded 

% 

Collected 

26th 

June 

£2,595,456 28.09% £700,227 27.03% 

7 Days £2,595,456 36.74% £700,227 33.97% 

14 Days £2,595,456 64.73% £700,227 55.44% 

21 Days £2,595,456 67.00% £700,227 57.09% 

28 Days £2,595,456 67.88% £700,227 58.22% 

35 Days 

42 Days 

£2,595,456 

£2,595,456 

73.14% 

75.57% 

£700,227 

£700,227 

63.16% 

64.51% 

 

7.0 Impact of Coronavirus  

7.1 The coronavirus outbreak forced most of the working population and certainly 
the majority of the office based sectors to work from home over the last 6 
months. This has the potential to kick start rapid and widespread digital 
progress and technical upskilling for individuals, leading to longer term 
structural changes in how and where people work. There is a possibility that 
real estate could look quite different after the coronavirus pandemic. These 
changes might have happened over time naturally however this pandemic has 
accelerated the change dramatically.  

7.2 As at the end of the June quarter, the Office void rate (excluding Building 1 
which is under construction) stood at 17% (of which 5% was under offer at the 
time) and the Industrial void rate stands at 25%. The relatively high vacancy 
rate for the industrial component reflects on the high office content that 
these units were developed in the late 1980’s with, whereas modern day 
businesses require typically a 10-15% office content. The service charge levels 
on The Park may also be a factor for such occupiers and the Council is 
expecting our advisors to bring forward recommendations to address these 
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issues. The office vacancy rate at 12% (allowing for the recent lettings) is 
compatible with other business parks such as Chiswick Park at a vacancy rate 
of 15%. The figure however may also be distorted by the high occupancy 
turnover rate in Building 6 which comprises a series of small starter and 
incubator units, and where tenants have been particularly impacted by Covid. 

7.3 Many occupiers will now be asking themselves whether they need the 
quantum of office space in the future. There will be occupiers who had rolling 
leases with serviced operators across the UK who are able to exit their 
contract at a months’ notice, and for them the decision has been more 
immediate.  

7.4 For other companies on traditional leases, they will not be able to make these 
decisions until their lease expiry or if they have the benefit of a break option 
event.  

7.5 There are individual cases where tenants on Croxley Business Park have 
requested rent holidays / payments plans, these are being looked at on a case 
by case basis and with the long term income of the Park in mind. It is likely 
however that the post-pandemic office will need to adapt after a prolonged 
period of remote working. There will be a cultural shift and a greater 
acceptance from everyone around flexible working.  

7.6 As at 30th June 2020, the total debt at Croxley Park rose from £1,292,291 
(inclusive of VAT) at the end of Q1 to £2,402,206 (inclusive of VAT) by the end 
of Q2. The 10 largest outstanding amounts are tracked by LSHIM and reported 
quarterly to the Property Investment Board (PIB),..  The risk associated with 
debt is under constant review. Two occupiers have entered administration 
since lockdown in March. It is difficult to determine whether there will be 
others, but the risk is mitigated by work being done to negotiate packages 
with other tenants experiencing financial difficulty, ensuring deferred income 
packages to ease their immediate cashflow issues but provide greater 
assurance that they will remain as tenants and that the Council will recoup the 
income over the life of the lease (and in some cases receive a greater overall 
income as a result). 

7.7 It is unlikely that everyone will work from home all the time but demand for 
office space will be lower, with a greater demand for flexibility. It will also be 
important that employees have adequate space within the office environment 
to social distance; this will be far easier in those offices that have a larger 
employee to sq ft ratios. We therefore may experience occupiers seeking 
larger floorplates in order to accommodate this, with Croxley (and other 
business parks) generally well positioned to support this.  

7.8 Croxley Park is well placed to be able to offer employers and employees 
greater flexibility and a better work / life balance. The park benefits from its 
campus like feel with green environment and open spaces. The events that 
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are run by the park management team will continue to attract those 
employers and employees who are looking for their office space to provide 
not only a place to work but also a place for social interaction with other 
workers.  

7.9 LSHIM were appointed as the Council’s investment and asset managers in 
2016, and following the acquisition of the long lease interest at The Park 
(where they provided advice to the Council), their scope has widened to 
incorporate a regular review of all activity at Croxley Park and the provision of 
quarterly reports which are presented to PIB, which provides further detail on 
ongoing and proposed asset and property management activities, and as such 
remains confidential.   

  

8.0 Conclusion 

 The impact of Covid 19 was an unforeseen ‘Black Swan’ event which has 

disrupted all forms of working and domestic life, the long term impacts of 

which remain to be seen and understood. In relation to the real estate 

industry, there is a significant degree of uncertainty as to when and in what 

numbers office workers will return to the office and to what extent the 

technological advances made during lockdown enabling a higher degree of 

homeworking will accelerate a further shift to agile working between home, 

office and elsewhere.  

 Most commentators however agree that a workplace is necessary for 

collaborative working and the need to respect social distancing measures will 

impact on tenant demand for office space. Despite such uncertainty the level 

of contracted rent has increased since purchase and significantly, risen over 

the period between Q1 and Q2. The Park, with its level of amenity, spacious 

setting of buildings and lower storey levels (max of 4 storeys in Building 1) has 

continued to operate throughout and lockdown and allows tenants to put in 

place measures to ensure their workforce are within as safe a surrounding as 

can be provided and as such, the letting agents remain confident that the Park 

will continue to receive an encouraging level of tenant interest, as 

demonstrated by the recent lettings. 

9.0 Implications 

9.1 Financial  

9.1.1 The Council is actively monitoring all aspects of the investment through the 

financial model and conducting scenario planning where necessary. As noted 

above, the performance of the investment continues to be monitored closely 
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to ensure that the Council receives the expected returns. The current 

challenge regarding the impact of Covid19 is the key reason for any variance 

from the original modelling. Debts continue to be investigated and, as noted 

above, relief packages negotiated. This is in the context of the emergency 

legislation which came into effect in April as a result of Covid19 which has 

reduced the ability to take action to recover debts. It is anticipated that this 

will cease at the end of September, after which normal enforcement activity is 

likely to resume.  

9.2 Legal Issues (Monitoring Officer) 

9.2.1 The Group Head of Democracy and Governance comments that there are no 

legal implications in this report. 

 
Background papers 
 

None 
 

 
Further information: 

Peter Hall.             Peter.Hall@watford.gov.uk  
Vivien Holland Vivien.holland@threerivers.gov.uk  

 

 Report approved by Head of Place Shaping 
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Part A 
 
Report to:  Cabinet 
 
Date of meeting: Monday, 7 September 2020 
 
Report author: (Shared Services) Director of Finance 
 
Title:   Appointment of Money Market Fund Managers 
 
 
1.0 Summary 
 
1.1 In July 2019 the Council acquired Croxley Business Park by way of 40 year finance 

lease. As part of the acquisition the Council received a reserve fund of £92M in cash, 
made up of £68M towards planned programme maintenance and £24M in respect 
of a rent guarantee fund to cover rental losses due to future voids. The financial 
appraisal took into account this income in assessing the overall value for money of 
the project. 

 
1.2 Council, noting that this reserve fund is earmarked specifically to mitigate risk 

within the proposal, authorised that the Director of Finance make appropriate 
investment of the top up fund in accordance with the financial model, providing the 
right balance between security, liquidity and yield, based on advice from the 
Council’s investment manager and amend the Treasury Management Policy 
accordingly. 

 
1.3 This report seeks endorsement of the investment of the reserve fund with Royal 

London Asset Management. 
 
2.0 Risks 
 
2.1 No Treasury investment is risk free, leaving the money in the Government’s Debt 

Management Office protects the initial capital but is currently making a return 
lower than inflation so is losing value in real terms. Money Market Funds invest 
money across a range of investments and instruments to manage that risk and are 
suitable for investments over the longer term where longer term growth should 
outweigh shorter term volatility. By working with the fund managers and regularly 
reviewing the Croxley Park cash flows, the relevant proportion of the cash will be 
kept in cash plus funds to provide short term liquidity and avoid having to withdraw 
funds from the main investment at a sub-optimal time. 
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Nature of risk Consequence Suggested Control 
Measures 

Response 
(treat, 
tolerate, 
terminate or 
transfer) 

Risk 
Rating 
(combination 
of severity 
and 
likelihood) 

Failure to 
invest 
Croxley Park 
Money 
outside of 
DMO. 

Returns are not 
made in line with 
Croxley Park model. 
Money loses in 
value in real terms 
as interest is less 
than inflation. 

Investment 
proposed with Royal 
London Asset 
Management 

Treat 6 

Money not 
available 
when needed 
for Croxley 
Park 

The Council would 
have to borrow 
short term incurring 
interest costs. 

Investment to be 
managed working 
with fund managers 
based on cash flow 
projections that are 
regularly reviewed. 

Manage 6 

Capital at risk £92M is not 
available when 
needed. 

The investment is 
not risk free and the 
capital is at risk. The 
Money Market Fund 
offers the 
opportunity to 
balance risk and 
yield over the longer 
term. A conservative 
benchmark of out-
performing inflation 
is used for yield. 

Manage 6 

Treasury 
Management 
Risks 

Security Liquidity 
and Yield are not 
appropriately 
balanced. 

All treasury 
management 
activity is subject to 
risk. The Treasury 
Management Policy 
details treasury risks 
and sets out how 
these are managed. 

Manage 6 

 
3.0 Recommendations 
 
3.1 That Cabinet endorse the investment of the Croxley Park reserve fund with Royal 

London Asset Management using its Sustainable Managed Growth Trust Fund and 
Sustainable Diversified Trust. The final placement of the money between the two 
funds based on the advice of the fund managers given the expected cash flows 
within the Croxley Park model. 
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3.2 Notes that, in order to facilitate the longer term investment and give flexibility over 

timing of the initial investment, the money will be transferred initially into a suitable 

cash fund within RLAM. 

 Further information: 
 Alison Scott 
 alison.scott@threerivers.gov.uk 
  
 Report approved by: Alison Scott 
 
4.0 Detailed proposal 
 

Background 
 
4.1 In July 2019 the Council acquired Croxley Business Park by way of 40 year finance 

lease. As part of the acquisition the Council received a reserve fund of £92M in cash, 
made up of £68M towards planned programme maintenance and £24M in respect 
of a rent guarantee fund to cover rental losses due to future voids. The financial 
appraisal took into account this income in assessing the overall value for money of 
the project. 

 
4.2 Council, noting that this reserve fund is earmarked specifically to mitigate risk 

within the proposal, authorised that the Director of Finance make appropriate 
investment of the top up fund in accordance with the financial model, providing the 
right balance between security, liquidity and yield, based on advice from the 
Council’s investment manager and amend the Treasury Management Policy 
accordingly. 

 
4.3 The Part B appendix to the report contains details of the appointment process. The 

Council’s treasury management advisers, Link Asset Management provided advice 
throughout the process. 

 
5.0 Implications 
 
5.1 Financial 
 
5.1.1 The Shared Director of Finance comments that the investment of the £92M with 

RLAM will allow the council to achieve the returns assumed in the Croxley Park 
Model. Councillors should note, however, that investments of this type are not 
without risk both in terms of returns and capital values. This investment is long term 
in nature allowing the Council to manage short term volatility and leaving the £92M 
in the Governments deposit facility would result in the value of the £92M falling 
behind inflation so losing real value. 
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5.1.2 Attention is drawn to the risks outlined in the Councils Treasury Management Policy 

and the changes to the Policy consequent on making the investment outlined in this 

paper. An updated Treasury Management Policy is attached at Appendix 1. 

5.2 Legal Issues (Monitoring Officer) 
 
5.2.1 The Group Head of Democracy and Governance comments that a competitive 

process was undertaken to acquire the Fund Manager in accordance with the 
council’s contract procedure rules 

 
5.3 Equalities, Human Rights and Data Protection 
 
5.3.1 None. 
 
5.4 Staffing 
  
5.4.1 None 
 
5.5 Accommodation 
  
5.5.1 None 
 
5.6 Community Safety/Crime and Disorder 
 
5.6.1 None  
 
5.7 Sustainability 
  
5.7.1 The investment will be in Royal London Asset Management’s sustainable funds 

which specifically target investments in companies with high environmental social 
and governance ratings. 

 
Appendices 
 

Appendix 1 – Revised Treasury Management Policy  
Part B – Confidential Appendix - Detail of the Appointment Process 
 

Background papers 
 
The following background papers were used in the preparation of this report.  If you wish 
to inspect or take copies of the background papers, please contact the officer named on 
the front page of the report. 
 

 Confidential: Link - External Fund Manager Selection Additional Statistical Analysis 
July 2020 
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Appendix 1 
 

Watford Borough 
Council 

 
Capital Strategy 

 
2020/21 
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1. Introduction 
 
1.1 The purpose of the capital strategy (the Strategy) is to tell a story that gives a clear and 

concise view of how the council determines it priorities for capital investment, decides 
how much it can afford to borrow and sets its risk appetite. It is intended to give a high 
level overview of how capital expenditure, capital financing and treasury management 
activity contribute to the provision of services along with an overview of how associated 
risk is managed and the implications for future financial sustainability. 

 
1.2 The framework the government uses to control how much councils can afford to spend 

on capital investment is known as the Prudential Framework. The objectives of the 
Prudential Code, which sets out how this framework is to be applied, are to ensure that 
local authorities’ capital investment plans are: 

 affordable, prudent and sustainable;  

 that treasury management decisions are taken in accordance with good 
professional practice; and  

 that local strategic planning, asset management planning and proper option 
appraisal are supported. 

 
1.3 This capital strategy sets out how Watford Borough Council will achieve the objectives 

set out above. 
 
 
2. CAPITAL INVESTMENT PROGRAMME 
 
 Capital Investment Programme - Expenditure 
 
2.1 Capital Investment is the term used to cover all expenditure by the council that can be 

classified as capital under legislation and proper accounting practice. This includes 
expenditure, normally above £15k, on: 

 property, plant and equipment 

 heritage assets, and 

 investment properties. 
 

2.2 Property plant and equipment includes assets that have physical substance and are held 
for use in the production or supply of goods and services, for rental to others, or for 
administrative purposes. They are expected to be used during more than one financial 
year. Expenditure on the acquisition, creation or enhancement of these assets is 
capitalised on an accruals basis, provided that the Council is likely to benefit from the 
future economic benefits or service potential and the cost of the item can be measured 
reliably. Expenditure on repairs and maintenance is charged to the revenue account 
when it is incurred. 

 
2.3 Heritage Assets are held with the objective of increasing knowledge, understanding and 

the appreciation of the Council's history and local area.  
 
2.4 Investment properties are those that are used solely to earn rentals and/or for increases 

in value. The definition is not met if the property is used in any way for the delivery of 
services or production of goods or is held for sale. 
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2.5 The Council does not capitalise borrowing costs for assets under construction with the 

exception of development in relation to its commercial portfolio. The council has a 
number of joint ventures for development where borrowing costs in relation to assets 
under construction are routinely capitalised and repaid from the proceeds of sale. 

 
2.6 Detailed accounting policies in relation to assets and capital expenditure may be found 

in the annual statement of accounts.   
 
2.7 Appendix 1 shows the latest MTFS position on the capital programme.  
 
  Capital Investment Programme - Funding 
 
2.8 The Capital Investment Programme can be funded from the following sources: 
 
2.9 Government Grants & Other Contributions:  These are grants for specific purposes 

which may be available from the Government, e.g. Disabled Facility Grants. The Council 
can also attract partnership funding from other local authorities and agencies e.g. Local 
Enterprise Partnership (LEP). The Council has also benefited in the past from other 
funding such as lottery grants.  

 
2.10 Section 106 Contributions:  These are contributions from developers to the public 

services and amenities required for the development.  These have been in part replaced 
by the Community Infrastructure Levy.  

 
2.11 Capital Receipts:  Capital receipts are derived when selling assets such as land. The main 

receipt relates to the arrangements made when the Council sold its housing stock to 
Watford Community Housing; the Transfer Agreement included a Right to Buy (RTB) 
Sharing Agreement whereby the Council is entitled to a share of the post-transfer 
receipts from RTB sales and a ‘VAT Shelter Agreement’ whereby the Council benefits 
from the recovery of VAT on continuing works carried out by Watford Community 
Housing.  

 
2.12 Revenue Contributions:  Revenue balances from the General Fund may be used to 

support capital expenditure. 
 
2.13 Capital Expenditure Reserves:  The Council has reserves which it has put aside for capital 

expenditure.  
 
2.14 Borrowing:  The Council is allowed to borrow to support its capital expenditure as long 

as this is prudent, sustainable, and affordable.  Whilst the Council does not currently 
borrow, with the exception of LEP funding, it is likely that borrowing will be required to 
finance the future capital programme.   

 
2.15 The capital programme includes an assessment of likely available resources to finance 

capital expenditure this is included at Appendix 2. 
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Property investment 
 
2.16 Lambert Smith Hampton (LSH) were commissioned by the Council in 2014 to undertake 

a strategic property review. The outcome of this process was reported to the March 
2015 Cabinet which resulted in a number of decisions on the general aims of the 
Council, including establishing a Property Investment Board. The terms of reference 
include authority to agree a reinvestment programme and to determine the level of 
receipts to be recycled into new investments to support the Council's capital or revenue 
programme. 

 
2.17 The Portfolio Holder for Property and Housing has delegated powers to agree to 

acquisitions and disposals up to £5,000,000 and the Head of Place Shaping/ Property 
Section Head have delegated powers to agree to acquisitions and disposals up to 
£3,000,000. Both of these subject to a full written business case being prepared and 
signed off by Finance and Legal and the acquisition/disposal being in line with the 
Property Investment Board Investment Strategy. 

 
2.18 The LSH review identified that the property investment portfolio is unbalanced with an 

overloading of retail property. Re-profiling of the portfolio over time in accordance with 
a property investment strategy has been agreed by the Property Investment Board with 
some non-conforming properties being replaced by higher yielding conforming 
properties. 

. 
 Other investments 
 
2.19 Watford Borough has established a commercial trading company Watford Commercial 

Services Ltd, of which it has 100% ownership. At present the only activity carried out 
through the company is Watford’s investment in Hart Homes Development LLP, of 
which it has a 50% share. This is a joint venture with Watford Community Housing set 
up to deliver housing development within the area. In addition Watford Borough 
Council has a direct 50% share in Hart Homes (Watford) Ltd which was set up for the 
ongoing management of rental properties developed by Hart Homes Development LLP.  

 
2.20 Watford Borough Council has set up a Local Asset Backed Vehicle (LABV) (the Watford 

Health Campus Partnership LLP) with Kier to develop Watford Health Campus. Under 
the LABV model, the public sector transfers land into to the partnership and the private 
sector matches the value of the asset to deliver the joint venture's objectives. 
Empowering the joint venture (by way of land and money) to deliver the regeneration 
and transformation activities agreed between the parties. 

 
2.21 In July 2019, the Council acquired Croxley Park (a local business park) by way of a finance 

lease. Both the asset and lease liability are recognised on the Council’s balance sheet. 
Because of the size of the finance lease, this is shown separately with the Council’s 
authorised limit and operational boundary for borrowing. As part of the transaction the 
Council received a cash pot of £92M, this is invested with Royal London Asset 
Management as the Council’s Money Market Fund managers.  

 
2.22 All investment activity in relation to other investments is managed through the capital 

programme and revenue budget process. The activity of the joint venture and 
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investments in partnerships and companies is included within the Group Accounts 
which are prepared as part of the Annual Statement of Accounts. 

 
 Future Investment 
 
2.23 Future Investment Schemes will be assessed on the basis of a full business case which 

will include full resourcing for the project and an assessment of affordability. Priority 
areas for future capital investment are: 

 Schemes through the joint ventures that generate a surplus and increase the 
supply of housing locally. 

 Schemes that generate revenue budget savings or income. 

 Schemes that allow the council to benefit from future economic regeneration 
potential within the local area. 

 
3. TREASURY MANAGEMENT 
 
3.1 The Council is required to operate a balanced budget over the medium term which, 

after allowing for contributions to and from reserves, broadly means that cash raised 
during the year will meet cash expenditure.  Part of the treasury management operation 
is to ensure that this cash flow is adequately planned, with cash being available when it 
is needed.  Surplus monies are invested in low risk counterparties or instruments 
commensurate with the Council’s low risk appetite, providing the requisite liquidity 
before considering investment return. The Council has purchased investment 
properties to improve the yield on its longer term surplus cash.  

 
3.2 The Treasury Management Policy Statement, details the policies, practices, objectives 

and approaches to risk management of its treasury management activities, which is to 
be monitored by the Audit Committee.  The Council’s investment strategy’s primary 
objectives are safeguarding the repayment of the principal and interest of its 
investments on time, and then ensuring adequate liquidity, with the investment return 
being the final objective. The strategy allows the Director of Finance, in consultation 
with the Portfolio Holder for Resources, the delegated authority to approve any 
variation to the Treasury Management Strategy during the year which may be brought 
about by investigating the opportunity to invest for greater than one year and also to 
invest in other investment instruments i.e Government bonds, Gilts and investment 
property with a view of maximising the Council’s returns without significantly increasing 
risk. 

 
 The Council’s Borrowing Need - The Capital Financing Requirement (CFR) 
 
3.3 The CFR is simply the total historic outstanding capital expenditure which has not yet 

been paid for from either revenue or capital resources.  It is essentially a measure of 
the Council’s underlying borrowing need.  Any capital expenditure, which has not 
immediately been paid for, will increase the CFR.  An increase in the CFR does not 
necessarily mean that the council will borrow externally to fund the increase. The 
Council manages its cash balances as a whole and may choose to use internal cash 
(generated by holding reserves and through timing differences between income and 
expenditure).   
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3.4 The table below shows the estimate of the CFR for 2019/20 and 2020/21 along with an 
analysis of forecast resources for 2021/22 and beyond. 

 

 
2018/19 
Actual 

2019/20 
Forecast 

2020/21 
Estimate 

2021/22 
Estimate 

2022/23 
Estimate 

Total Proposed 
Capex 

 £42.0M £119.7M £36.5M £16.2M 

Capital Financing -      

Grants  (£3.8M) (£7.0M) (£1.0M) (£0.0M) 

Reserves  (£1.0M) 0 0 0 

Capital Receipts  (£11.9M) (£18.8M) (£3.4M) (£6.6M) 

s.106 and CIL  (£0.3M) 0 (£3.0M) 0 

Closing CFR £29.1M £54.1M £148.0M £177.1M £186.7M 

Movement in the 
CFR* 

 £25.0M £93.9M £29.1M £9.6M 

  
 Minimum Revenue Provision (MRP) Strategy and Policy Statement 
 
3.5 The Minimum Revenue Provision (MRP) is designed to pay off an element of the capital 

spend which has not already been financed from existing revenue or capital I resources. 
The Council is required to make prudent provision, by way of a charge to the revenue 
account, which means that the repayment of debt is enabled over a period that is 
reasonably commensurate with that over which the capital expenditure provides 
benefits. 

 
3.6 The Council is also able to increase the rate it reduces its CFR by undertaking additional 

voluntary payments (voluntary revenue provision - VRP) in addition to any MRP; this is 
not currently the Council’s policy.   

 
3.7 Government Regulations require the Council to approve a MRP Statement in advance 

of each year.  The following is Watford’s MRP statement: 
 

For all unsupported borrowing (including PFI and finance leases) the MRP policy will 
be:  

 Asset life method – MRP will be based on the estimated life of the assets, in 
accordance with the regulations (this option must be applied for any 
expenditure capitalised under a Capitalisation Direction) (option 3)  

This option provides for a reduction in the borrowing need over the asset’s estimated 
life.  

 
3.8 Watford Borough Council’s process is to produce for approval by the Director of 

Finance, in consultation with the Portfolio Holder, a business case for each scheme 
intended to be unfunded from other resources.  This will clearly show the level of MRP 
which is proposed to ensure that the repayment of any debt can be made in a period 
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commensurate with the period over which the expenditure provides benefits or makes 
returns. 

 
3.9 No MRP provision is made in respect of investments or payments in to Watford 

Commercial Services or the joint ventures as such investments are intended to be time-
limited and allow for the repayment of debt. For finance leases the council will charge 
MRP to its General Fund each year dependant on the life of the underlying asset. 

 
 Revenue Cost of Borrowing 
 
3.10 Where the council decides to borrow to fund capital expenditure the annual cost of 

borrowing is included within the revenue budget. 
 
 Prudential Indicators 
 
3.11 There are two limits on external debt: the ‘Operational Boundary’ and the ‘Authorised 

Limit’.   Both are consistent with existing plans and the proposals in the budget report 
for capital expenditure and financing, and with approved treasury management policy 
statement and practices.  

 
3.12 The first key control over the treasury activity is a Performance Indicator (PI) to ensure 

that over the medium term, net borrowing (borrowings less investments) will only be 
for a capital purpose.  Gross external borrowing should not, except in the short term, 
exceed the total of CFR in the preceding year plus the estimates of any additional CFR 
for 2019/20 and next two financial years.  This allows some flexibility for limited early 
borrowing for future years, but ensures that borrowing is not undertaken for revenue 
purposes.  

 
 Treasury Management Indicator - The Operational Boundary 
 
3.13 This is the limit beyond which external borrowing is not normally expected to exceed.  

In most cases this would link directly to the authority’s plans for capital expenditure, its 
estimates for CFR and its estimate of cashflow requirements for the year for all 
purposes. The Council may need to borrow, this limit represents a contingency should 
the need arise. 
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Operational Boundary  
2019/20 
Estimate 

2020/21 
Estimate 

2021/22 
Estimate 

2022/23 
Estimate 

Borrowing - Capital Programme £40M £119M £148M £158M 

Finance Lease – Croxley Park £227M £225M £222M £218M 

Total £267M £344M £370M £376M 

 
 Treasury Management Indicator - The Authorised Limit for External Borrowing  
 
3.14 This PI, which is required to be set and revised by Members, controls the overall level 

of borrowing and represents the limit beyond which external long and short term 
borrowing is prohibited, and this limit needs to be set or revised by the Council.  It 
reflects the level of borrowing which, while not desired, could be afforded in the short 
term, but is not sustainable in the longer term.  It is the expected maximum borrowing 
need with some headroom for unexpected movements. This is the statutory limit 
determined under section 3 (2) of the Local Government Act 2003.  

 

Authorised Limit  
2019/20 
Estimate 

2020/21 
Estimate 

2021/22 
Estimate 

2022/23 
Estimate 

Borrowing £55M £125M £155M £165M 

Finance Lease – Croxley 
Park 

£227M £225M £222M £218M 

Total £282M £350M £377M £383M 

 
4. Future Investments 
 
4.1 The Council will continue to seek opportunities to work in partnership with others to 

promote economic development and the provision of housing within Watford’s wider 
economic area. Current partners include Kier for the Riverwell project, along with 
Watford Community Housing as the main local registered social provider.  

 
4.2 The council has established Watford Commercial Services to allow it to work more 

closely with providers and exploit future commercial opportunities. The Council 
currently has a joint venture with Watford Community Housing through Hart Homes 
Development LLP. 

 
5. Skills and Knowledge and Professional Advice 
 
5.1 The Council has a shared service with Three Rivers District Council for the provision of 

the finance function allowing access to a greater range of professional skills than would 
otherwise be available if each council had a separate team.  

 
5.2 Watford Borough Council uses Lambert Smith Hampton (LSH) to provide advice on and 

management of its investment property portfolio. LSH also provide ad-hoc advice where 
required on other projects. It also uses CTI as adviser on Croxley Park. The Council has 
a framework agreement in place with Grant Thornton to provide finance and 
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accountancy advice and has used Trowers for legal advice on the acquisition of Croxley 
Park. The council uses external advisers on all major projects. 

 
5.3 The Council contracts with Link Asset Services for the provision of Treasury advice. Link 

Asset Services provide non-regulated advice on the management of the council’s cash 
flows, investments and borrowings and a markets information service. The Councils VAT 
advisers are PSTax. 

 
5.4 The Council has cash reserves invested with Royal London Asset Management making 

use of its Sustainable Managed Growth Trust Fund, Sustainable Diversified Trust Fund 
and its Cash Plus Fund. Link Asset Services advised the Council throughout the 
procurement process and provide assistance to the Council in the ongoing monitoring 
of performance. 

 
6. Risk 
  
6.1 Financial risks are closely monitored as a separately identifiable part of the corporate 

risk management framework. The Council’s risk appetite is evolving as it becomes 
involved in a wider range of major property lead investments both within its economic 
area linked to regeneration and more widely for income generation purposes. 

 
6.2 The Council takes advice from its professional advisers to both identify and mitigate the 

key risks it faces and ensures that all decisions are made with an understanding of the 
risks involved. The ongoing management of risk is a key function of the Council’s 
Property Investment Board which routinely takes advice from LSH. 

 
6.3 The council currently has an income target of £7.3M pa from its commercial investment 

activities. This is equivalent to 28% of its total gross income (excluding housing benefit 
reimbursements from government). In addition the Council is using £1.5M pa from the 
Croxley Park investment to support its revenue budget. All other monies are being ring-
fenced within the project. The Council does not receive RSG and is entirely dependent 
upon locally raised taxes and locally generated income to fund services. The general 
fund balance as at 1st April 2019 was £2M.  

 
6.4 Whilst recognising the importance of generating income to support services, the Council 

will ensure that its external income is actively managed to safeguard the future financial 
sustainability of the council. In this respect it will continue to seek to balance income 
from its commercial investment activities against its overall level of risk and the amount 
of reserves available to mitigate this risk. 

 
6.5 In assessing the risk of its commercial investments the Council will consider the  level of 

risk inherent in the income stream, the security held, its ability to realise assets or other 
security should the need arise and the level of income received from commercial 
investments compared to the total income of the council. 
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Appendix 1 

Capital Forecast          

The capital forecast shows the forecast for the period of the current MTFS. New major schemes 

will be subject to individual business cases, including identification of resources and an 

assessment of affordability. 

 

Service Area
Revised 

Budget 

Draft Budget 

2020/21

Draft Budget 

2021/22

Draft Budget 

2022/23

£ £ £ £

Service Transformation 2,668 14,314 1,430 1,530

Community & Environmental 10,760 12,625 4,506 825

Place Shaping & Performance 27,637 92,093 29,885 13,228

Strategic Finance 979 679 681 682

Corporate Strategy & Comms 0 25 0 0

TOTAL CAPITAL PROGRAMME 42,045 119,738 36,502 16,265

Total over MTFS

2019/20 2020/21 2021/22 2022/23

214,550

Page 66



 

 

Appendix 2 

Capital Funding 2019-2022 

 Funding Type 

2019/20 2020/21 2021/22 2022/23 

Revised Draft Draft Draft 

Budget Budget Budget Budget 

£000 £000 £000 £000 

Grants & Contributions 3,799  6,989  1,000  0  

Reserves   1,022  0  0  0  

Capital Receipts 11,938  18,870  3,402  6,643  

Borrowing   24,953  93,879  29,100  9,622  

S106/ CIL contributions 333  0  3,000  0  

TOTAL CAPITAL 
FINANCING 

42,045  119,738  36,502  16,265  

 
 

 
  

Page 67



 

 

Treasury Management Policy 

2020/21 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Watford Borough Council · TOWN HALL · WATFORD, HERTS WD17 3EX 

  

Page 68



 

 

1. Summary 

1.1. The purpose of this report is to set out the Council’s Treasury Management Policy 

1.2. The Chartered Institute of Public Finance and Accountancy (CIPFA) defines treasury 
management as: “the management of the local authority’s investments and cash 
flows, its banking, money market and capital market transactions; the effective 
control of the risks associated with those activities; and the pursuit of optimum 
performance consistent with those risks”. 

1.3. This report supports the Council’s Capital Strategy and provides additional detail on 
how the Council manages its Treasury Management Activity 

1.4. The Treasury Management Policy details the policies, practices, objectives and 
approaches to risk management of its treasury management activities, which is to be 
monitored by the Audit Committee.  The Council’s investment policy’s primary 
objectives are safeguarding the repayment of the principal and interest of its 
investments on time, and then ensuring adequate liquidity, with the investment 
return being the final objective. The policy allows the Director of Finance in 
consultation with the Portfolio Holder Resources, the delegated authority to approve 
any variation to the Treasury Management Policy during the year with the objective 
of maximising the Council’s returns without significantly increasing risk. 

2. Risks 

2.1. The strategy details the approach taken to management of Treasury Risk. This is 
principally through ensuring that the main Treasury risks are managed. These risks 
are: 

liquidity risk – that the Council may not have the cash it needs on a day to day basis to 
pay its bills.  This risk is managed through forecasting and the retention by the Council 
of an adequate working capital balance.  In addition, through the Public Works Loan 
Board and other organisations, the Council is able to access short term borrowing, 
usually within 24 hours. 

interest rate risk – that the costs and benefits expected do not materialise due to 
changes in interest rates.  This risk is managed through the placing of different types 
and maturities of investments, the forecasting and monitoring of the interest budget 
(with assistance from the Council’s retained advisors). 

exchange rate risk – that losses or gains are made due to fluctuations in the prices of 
currency.  The Council does not engage in any significant non-sterling transactions. 

credit and counterparty risk – that the entity holding Council funds is unable to repay 
them when due.  This risk is managed through the maintenance of a list of authorised 
counterparties, with separate limits to ensure that the exposure to this risk is limited 

refinancing risk – that the loans taken by the Council will become due for repayment 
and need replacing at a time when there is limited finance available or interest rates 
are significantly higher.  The timing of loan maturities is monitored along with interest 
rate forecasts.  Officers ensure that due dates are monitored and seek advice from the 
Council’s advisors about when to raise any finance needed. 

legal and regulatory risk – that the Council operates outside its legal powers. This risk 
is managed through the Council’s training and development of Officers involved in 
Treasury Management, the independent oversight of Internal and External Audit, and 
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the advice (for example on the contents of this strategy) taken from the Council’s 
Treasury advisors. 

fraud, error and corruption – that risk that losses will be caused by impropriety or 
incompetence is managed through the controls in the Council’s financial procedures. 
For example, the segregation of duties between those making investment decisions 
and those transferring funds 

market risk – that the price of investments held fluctuates, principally in secondary 
markets. The majority of the Council’s investments are not traded, but where they are 
(e.g. Property investment portfolio) the main investments’ value comes from the 
income they generate which is generally long term and secure. 

3.   Treasury Indicators: Limits to Borrowing Activity 

3.1. There are two limits on external debt: the ‘Operational Boundary’ and the 
‘Authorised Limit’.   Both are consistent with existing plans and the proposals in the 
budget report for capital expenditure and financing, and with approved treasury 
management policy statement and practices.  

3.2. The key difference is that the Authorised Limit cannot be breached without prior 
approval of the Council. The Operational Boundary is a more realistic indicator of the 
likely position. The difference between the authorised limit and operational boundary 
for borrowing is that the authorised limit includes a head room for borrowing for 
future known capital needs now. The Authorised Limit represents the limit beyond 
which borrowing is prohibited, and needs to be revised if necessary by members. 

3.3. These indicators are set out in the Capital Strategy. 

4.  Borrowing Strategy  

4.1. The Council’s treasury team maintains a cashflow forecast and works its liquidity 
requirements within this forecast; it may, on rare occasions, be necessary to borrow 
short-term for cashflow purposes.  This will be in the form of short term debt or 
overdraft facilities and is normally for small amounts for minimum durations.  As this 
is based on need and has a defined repayment period it is not normally included 
within the limits set above.   

4.2. The Council will not borrow more than or in advance of its needs purely in order to 
profit from the investment of the extra sums borrowed.  Any decision to borrow in 
advance will be within forward approved Capital Financing Requirement estimates, 
and will be considered carefully to ensure that value for money can be demonstrated 
(ie: the cost of holding does not outweigh the benefits of early borrowing) and that 
the Council can ensure the security of such funds.  Any associated risks will be 
approved and reported through the standard reporting method. 

5.  Investment Policy 

5.1. The Council’s investment policy has regard to the DCLG’s Guidance on Local 
Government Investments and the CIPFA Treasury Management in Public Services 
Code of Practice and Cross Sectoral Guidance Notes (“the CIPFA TM Code”). The 
Council’s investment priorities are security first, liquidity second, then yield. 

5.2. Investment instruments identified for use in the financial year are listed below under 
the ‘Specified’ and ‘Non-Specified’ Investments categories.  Counterparty limits will 
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be as set through the Council’s Treasury Management Practices Schedules and are 
detailed at Annex A. 

5.3. As part of its diversification of investments, the Council has invested some of its core 
funds (i.e: funds not immediately required for cashflow reasons) in longer–term 
investment property instruments.  These are in the form of individual assets directly 
owned by the council.  Although the Council has no current investments or plans to 
invest in pooled property funds, these are an option that could be considered in the 
future.  All property investments are controlled through the Property Investment 
Board (PIB) and each investment is subject to its own business case and appraisal 
before a decision to invest is taken and before any Council funds are committed.   

5.4. The Council has appointed Royal London Asset Management to manage the reserve 
fund in relation to the council’s acquisition of Croxley Park. Due to the long term 
nature of this investment and the cash flow requirements with the Croxley Park 
financial model, this investment will be managed separately to the Council’s day to 
day treasury management requirements.  

5.5. In making this investment the Council’s target is to outperform inflation having 
sufficient regard to the security and liquidity of the investment. In this case liquidity 
requirements will be driven by the cash flow requirements associated with Croxley 
Park. 

5.6. As a minimum the council will meet with the fund manager quarterly to monitor 
performance and annually to review the investment strategy in light of the latest cash 
flow requirements in relation to Croxley Park and market conditions. The Council will 
be supported by Link Asset Management, the Council’s treasury management 
advisers, in this process. 

5.7. Reports will be taken to the Council’s Property Investment Board at least quarterly by 
the Director of Finance. 

6.  Creditworthiness policy  

6.1. The Council will ensure: 

 It maintains a policy covering both the categories of investment types it will 
invest in and the criteria for choosing investment counterparties with adequate 
security, and monitoring their security. This is set out in the Specified and Non-
Specified investment sections below. 

 It has sufficient liquidity in its investments. For this purpose it will set out 
procedures for determining the maximum periods for which funds may prudently 
be committed. These procedures also apply to the Council’s prudential indicators 
covering the maximum principal sums invested.   

6.2. The Director of Finance will maintain a counterparty list in compliance with the 
following criteria and will revise the criteria and submit them to Council for approval 
as necessary and will provide an overall pool of counterparties considered high 
quality.  

6.3. Credit rating information is supplied by our treasury consultants on all active 
counterparties that comply with the Council’s criteria. Any counterparty failing to 
meet the criteria would be omitted from the counterparty (dealing) list. Any rating 
changes, rating watches (notification of a likely change), rating outlooks (notification 
of a possible longer term change) are provided to officers almost immediately after 
they occur and this information is considered before dealing.  
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7. Counterparty Categories 

7.1. The Council uses the following criteria in choosing the categories of institutions in 
which to invest: 

 Banks 1 - Good Credit Quality 

The Council will only use UK banks or foreign banks trading in the UK in sterling 
denomination and which meet the Rating criteria. 

 Banks 2 – The Council’s Own Banker  

For transactional purposes, if the bank falls below the above criteria, it will be 
included, although in this case balances will be minimised as far as possible in both 
monetary size and time within operational constraints. 

 Bank Subsidiary and Treasury Operations  

The Council will use these where the parent bank has the necessary ratings 
outlined above and the parent has provided an indemnity guarantee.  

 Building Societies 

The Council will use all Societies which meet the ratings for banks outlined above. 

 Specific Public Bodies  

The Council may lend to Public Bodies other than Local Authorities. The criterion 
for lending to these bodies is that the loan has been approved by Council. 

 Money Market Funds AAA Rated 

The Council may lend to Money Market Funds in order to spread its investment 
risk.  

  Local Authorities  

A limit of £5m per authority will be applied. 

 Debt Management Deposit Account Facility  

A Government body which accepts local authority deposits. 

 Council Subsidiaries (non-specified) 

The Council will lend to its subsidiaries subject to approval of a business case by 
the Director of Finance in consultation with the Portfolio Holder for Resources.  
Business cases must be accompanied by an independent assessment of viability, 
and be subjected to regular monitoring by the Director of Finance. 

7.2. For details of Specified and Non-Specified Investments see below. 

8. Use of Additional Information Other Than Credit Ratings   

8.1. Additional requirements under the Code of Practice require the Council to 
supplement credit rating information. Whilst the above criteria rely primarily on the 
application of credit ratings to provide a pool of appropriate counterparties for 
officers to use, additional operational market information will be applied before 
making any specific investment decision from the agreed pool of counterparties. This 
additional market information (for example Credit Default Swaps, negative rating 
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watches/outlooks) will be applied to compare the relative security of differing 
investment counterparties. 

9. Time and Monetary Limits Applying to Investments  

9.1. The time and monetary limits for institutions on the Council’s Counterparty List 
summarised in the table below, are driven by the above criteria. These limits will 
cover both Specified and Non-Specified Investments. 

10. Exceptional Circumstances  

10.1. The criteria for choosing counterparties set out above provide a sound approach to 
investment in “normal” market circumstances. Whilst Members are asked to 
approve this base criteria above, under the exceptional current market conditions 
Director of Finance may temporarily restrict further investment activity to those 
counterparties considered of higher credit quality than the minimum criteria set 
out for approval. These restrictions will remain in place until the banking system 
returns to “normal” conditions.  Similarly, the time periods for investments will be 
restricted.  

10.2. Examples of these restrictions would be the greater use of the Debt Management 
Deposit Account Facility (DMO) – a Government body which accepts local authority 
deposits, money Market Funds, and strongly rated institutions. The credit criteria 
have been amended to reflect these facilities. 

11. Investment Strategy 

11.1. In-House Funds - investments will be made with reference to the core balance and 
cashflow requirements and the outlook for short-term interest rates (i.e. rates for 
investments up to 12 months).    

11.2. Investment Treasury Indicator and Limit - total principal funds invested for greater 
than one year. These limits are set with regard to the Council’s liquidity 
requirements and to reduce the need for early sale of an investment, and are based 
on the availability of funds after each year-end.  

 

Treasury Indicator & Limit 2019/20 2020/21 2021/22 2022/23 

Maximum Principal Sums invested for greater than 
one year (excluding investment of Croxley Park 
Reserve, property investment and loans to Council 
subsiduaries). 

£10m £5m £5m £5m 

Maximum Principal Sums invested for greater than 
one year (Money Market Funds – Croxley Park 
Reserve) 

£100m £100m £100m £100m 

12. Investment Risk & Security Benchmarking  

12.1. These benchmarks are simple guides to maximum risk and so may be breached 
from time to time, depending on movements in interest rates and counterparty 
criteria.  The purpose of the benchmarks is that officers will monitor the current 
and trend position and amend the operational strategy to manage risk as 
conditions change.  Any breach of the benchmarks will be reported, with 
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supporting reasons in the Mid-Year or Annual Report. In line with the Treasury 
Management Strategy, the Council has managed to invest with those institutions 
who offered the best rate and the investment portfolio is above the overall 
benchmark during the year to date. 

Security  

12.2. Security of the investments is measured by credit ratings, which is supplied by the 
three main credit rating agencies (Fitch, Moodys and Standard & Poors). Where 
investments are made to Council subsidiaries (non-listed), the security is measured 
through a business case with independent viability assessment. 

Liquidity 

12.3. The Council set liquidity facilities/benchmarks to maintain: 

 Authorised bank overdraft - nil. 

 Liquid short term deposits of at least £5m available with a week’s notice. 

 Weighted Average Life benchmark is expected to be 0.5 years, with a maximum 
of 10 years for an individual loan with a public body (excluding loans to 
institutions the Council has an interest in).  

12.4. The Council has the benefit of instant access to its funds on the general account with 
Lloyds.  

13. Reporting Requirements 

13.1. End of Year Investment Report - the Council will report on its investment activity for 
the financial year completed as part of its Annual Treasury Management Report after 
the end of the financial year. 

13.2. Mid-year Investment Report – the Council will report on its investment activity for 
that financial year as part of its Mid Year Treasury Management Report at the end of 
September of that financial year. 

13.3. Capital Strategy – the Council will produce the Strategy for the next three financial 
years towards the end of the current financial year.   

14. Policy on the Use of External Service Providers 

14.1. The contract for external treasury management advisors is carried out by Link Asset 
Services.  The Council recognises that responsibility for treasury management 
decisions remains with the Council at all times and will ensure that undue reliance is 
not placed upon our external service providers.  It also recognises that there is value 
in employing external providers of treasury management services in order to acquire 
access to specialist skills and resources.  The Council will ensure that the terms of 
their appointment and the methods by which their value will be assessed are 
properly agreed and documented, and subjected to regular review. 

14.2. The Council will also, from time to time, procure specialist advice for ad-hoc pieces of 
work; this will be procured in accordance with the Council’s normal procedure rules.  

15. Member and Officer Training 

15.1. The increased Member consideration of treasury management matters and the need 
to ensure officers dealing with treasury management are trained and kept up to date 
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requires a suitable training process for Members and officers.  This Council has 
addressed this important issue by: 

 Ensuring that officers attend suitable courses and seminars to keep their 
technical knowledge up to date; 

 Keeping up to date with CIPFA publications on Treasury Management.  From 
December 2017 there are new codes for Capital Finance in Local Authorities and 
also a new Treasury Management Code; 

 Regular briefings both by email and face to face with the Council’s Treasury 
advisors; 

 Reports and briefing sessions to Members on major changes to Treasury policies 
and strategies. 

Annual Investment Strategy  

The investment policy for the Council is: 

Strategy Guidelines – the main strategy guidelines are contained in the body of the Capital 
Strategy and Treasury Management Policy 

Specified Investments – these investments are sterling investments of not more than one-year 
maturity, or those which could be for a longer period but where the Council has the right to be 
repaid within 12 months if it wishes.  These are considered low risk assets where the possibility 
of loss of principal or investment income is small. These would include sterling investments 
with: 

 The UK Government (such as the Debt Management Account deposit facility, UK 
Treasury Bills or a Gilt with less than one year to maturity). 

 A local authority, parish council or community council. 

 A body that is considered of a high credit quality (such as a bank or building 
society) with a minimum short term rating of F-1 (or the equivalent) as rated by 
Standard and Poor’s, Moody’s or Fitch rating agencies or a Building Society with 
assets over £1,000m.  Non rated Building Societies are non-specified 
investments. 

 Money Market Funds (triple AAA rated only). 

Within these bodies, and in accordance with the Code, the Council has set additional criteria to 
set the time and amount of monies which will be invested in these bodies.  These criteria are 
defined in the Treasury Management Strategy. 

The ratings criteria and exposure limits are detailed at Schedule 1. 

Non-Specified Investments – non-specified investments are any other type of investment (i.e. 
not defined as Specified above).  The identification and rationale supporting the selection of 
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these other investments and the maximum limits to be applied are set out below. Non specified 
investments would include any sterling investments with: 

Non Specified Investment Category Limit (£ or %) 

Any bank or building society that has a minimum long term credit rating of 
A (or equivalent), for deposits with a maturity of greater than one year 
(including forward deals in excess of one year from inception to 
repayment). 

£5m  

 

The Council’s own banker if it fails to meet the basic credit criteria.   In this instance 
balances will be 
minimised as much 
as possible 

Building Societies not meeting the basic security requirements under the 
specified investments. 

The operation of some building societies does not require a credit rating, 
although in every other respect the security of the society would match 
similarly sized societies with ratings.  The Council may use such building 
societies which were originally considered Eligible Institutions and have a 
minimum asset size of £5,000m, but will restrict these types of 
investments to £2m for up to six months. 

£2m 

 

Specific Public Bodies 

The Council can seek Member approval to make loans to other public 
bodies for periods of more than one year. 

 

£10m  

Loans to Council Subsidiaries 

The Council will lend to its subsidiaries subject to approval of a business 
case by the Director of Finance in consultation with the Portfolio Holder 
(Resources). Business cases must be accompanied by an independent 
assessment of viability, and be subjected to regular monitoring by the 
Director of Finance. 

£10m limit for any 
single loan 

Money Market Funds 

Appointed through competitive process for the investment of the Croxley 
Park Reserve 

£100m 

Other unspecified investments 

The strategy allows the Director of Finance, in consultation with the 
Portfolio Holder (Resources), the delegated authority to approve any 
variation to the Treasury Management Strategy during the year which 
may be brought about by investigating the opportunity to invest for 
greater than one year and also to invest in other investment instruments 
i.e Government bonds, Gilts and investment property with a view of to 
maximising the Council’s returns without significantly increasing risk. This 
allows the addition of further unspecified investments, subject to 
conditions which will be generally similar to (e). 

 

 

 

 

£10m 
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The Council will also consider investment in property in accordance with its Property 
Investment Strategy.  All property investments will be dependent on a standalone business case 
being proven.   

 

The Monitoring of Investment Counterparties 

The credit rating of counterparties is monitored regularly.  The main rating agencies (Fitch, 
Moody’s and Standard & Poor’s) provide credit ratings for financial institutions.  The Council 
receives credit rating information (changes, rating watches and rating outlooks) from Link Asset 
Services as and when ratings change, and counterparties are checked promptly.  The Council 
considers minimum short term ratings as key criteria in the choice of creditworthy investment 
counterparties; F1+, P-1 and A-1+ are the highest short term credit ratings of Fitch, Moody's 
and Standard & Poor's respectively.  Minimum Short Term Ratings, where given, must be met 
for all categories.  On occasion ratings may be downgraded when an investment has already 
been made.  The criteria used are such that a minor downgrading should not affect the full 
receipt of the principal and interest.  Any counterparty failing to meet the criteria will be 
removed from the list immediately by the Director of Finance, and if required new 
counterparties which meet the criteria will be added to the list. 

For non-specified investments (e.g. e-f above) the progress of the entity against the approved, 
independently verified business case will be monitored by the Director of Finance.
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Institution Type Max Amount:  £10m £10m £10m £10m £10m 
Sch

ed
u

le 1
 

          

  Max Length:  10 Years 364 Days 6 Months 3 Months 1 Month 

  
 Minimum Short Term 
Ratings  

          

  Fitch 
Moody'
s S&P 

         

UK Banks                

The Council's own Bankers 

 

F1m P-1 A-1 If Council's own bankers fall below the minimum long term criteria for UK banks, 
cash balances will be managed within operational liquidity constraints and 
balances will be minimised as much as possible. 

 

Wholly Owned Subsidiaries of UK 
Clearing Banks - Parent Ratings 

F1 P-1 A-1   Backed up by 
AA(F), 
Aa2(M) and 
AA(S&P) long 
term credit 
rating 

Backed up by 
single A long 
term ratings 
by all 
agencies 

Backed up by 
lower than A 
long term 
rating 

Backed up by 
lower than A 
long term 
rating 

Partially Owned Subsidiaries of 
UK Clearing Banks - Parent 
Ratings 

F1 P-1 A-1  Backed up by 
AA(F), 
Aa2(M) and 
AA(S&P) long 
term credit 
rating 

Backed up by 
single A long 
term ratings 
by all 
agencies 

Backed up by 
lower than A 
long term 
rating 

Backed up by 
lower than A 
long term 
rating 
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UK Building Societies                

Either 

F1 P-1 A-1 

  Backed up by 
AA(F), 
Aa2(M) and 
AA(S&P) long 
term credit 
rating 

Backed up by 
single A long 
term ratings 
by all 
agencies 

Backed up by 
lower than A 
long term 
rating 

Backed up by 
lower than A 
long term 
rating 

Or         Assets over 
£15,000m   

 

Assets over 
£5,000m 

Assets of 
£2,500m 

Assets of 
£1,000m 

Specific Public Bodies 
      As approved 

by Members 
       

Debt Management Deposit 
Facility (UK Government) 

     Unlimited   

Money Market Funds (AAA 
Rated) – excluding Croxley park 
Reserve 

       £5m per fund 

Municipal Bond Agency 
   As approved 

by Members 
    

UK Local Authorities 

      The Council 
can invest in 
all UK Local 
Authorities 
whether 
rated or not 
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Notes:- 

 

1. F1+, P-1 and A-1+ are the highest short term credit ratings of Fitch, Moody's and 
Standard and Poor's respectively. 

 

2. Minimum Short Term Ratings - Where given, these must be met, for all categories 
(except RBS Group). 

 

3. Building Societies - A Building Society has to meet either the ratings criteria or the 
assets criterion to be included in the category, not both. 

 

4. Maximum amount is the maximum, in total, over all investments, with any one 
institution (with the exception of RBS Group).  
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PROPERTY INVESTMENT STRATEGY 

Property Investment Policy  

The council is restricted in the different investment vehicles it is legally allowed to invest 
in notwithstanding the over-riding need for prudence. Of the few options open one is 
Property and the returns from investing in property have generally been, and currently 
are, greater than the limited opportunities in the money markets. This should be read in 
conjunction with the Asset Management Policy. 

In broad terms the returns can be higher because the risks are greater. Factors to be 
taken into account when deciding the principle of investing in property include: 

 investment will be for the long term since it may not be possible, or wise, 
to sell quickly 

 the costs of acquisition and disposal 

 there are management costs, risk of rent default and failure to honour 
maintenance agreements 

 generally property tends to appreciate in value, although this will vary by 
type and area; however, in some cases the value may go down 

 property can become functionally obsolete necessitating major 
refurbishment 

 without regular repair and maintenance the condition will deteriorate and 
the responsibility for repairs/maintenance may not always rest with the 
tenant 

 certain types of property may become less desirable as time goes by; this 
can make re-letting difficult or attract a lower calibre of tenant. 

How much is invested? 

Approximately £200 million is currently held in the property portfolio and £ 20 million is 
invested in treasury investments (short term investments (less than 1 year) with UK 
building societies and banks). 

What type of property? 

There are different types of property investment as follows: 

 Retail 

 Office 

 Industrial 

 Leisure 

For risk management purposes it is recommended that no single asset should comprise 
more than 10% of the whole portfolio and locations should be diverse as should property 
types. Convention has often dictated an ideal balance of 30% of monies invested in each 
retail, office and industrial sectors, and the remaining 10% into leisure and miscellaneous 
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uses. The mix helps to protect the fund against movements that might adversely affect 
one specific sector which would otherwise have a disproportionate impact. 

What level of financial return? 

In general, property can be categorised as prime, secondary or tertiary in terms of its 
desirability. ‘Rack-rented’ means that the maximum market rental achievable is being 
received. Yield derives from both capital and rent. Lower yields can indicate that the 
investment attracts a lower degree of risk due to the ratio of rent to capital and other 
factors such as location, security and regularity of income. 

Property investment returns will differ depending upon the market and the nature of the 
asset. 

The Investment Portfolio Database (IPD) index tracks total returns (income return and 
capital growth) on a combined portfolio of all property types and is frequently used as a 
benchmark by which to measure the performance of individual portfolios. Over the last 
12 months the Index has demonstrated All Property returns of 16.2%, comprised of retail 
at 10.6%, office at 21.3%, and industrial at 20.7%. The long term average total return is 
8.3%, which would be a more reliable benchmark moving forward. 

Where should it be located? 

Within the UK the location will influence the return and the type of property and may 
make management more or less difficult depending on distance from the Council offices. 
Only property located in the UK will be considered. 

Wherever possible, stock to be selected should support local regeneration and provide 
a community benefit, although the Council may have to consider opportunities outside 
the Borough in order to achieve the required results. 
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INVESTMENT PORTFOLIO ASSESSMENT MATRIX 

A scoring matrix allows the relative merits of an investment opportunity to be measured. The 
resultant score can then be assessed against a target measure or used for comparison against 
other opportunities. The key financial elements are covered in the following table: 

 

SCORING 
CRITERIA 

Score 4 3 2 1 

Weighting 
Factor 

Excellent / 
Very Good 

Good Acceptable Not Acceptable 

Location 5 Major prime Micro prime Secondary Tertiary 

Tenant 
Covenant 

5 Single tenant 
with strong 
financial 
covenant 

Multiple 
tenants with 
strong financial 
covenant 

Single or 
Multiple 
tenants with 
good financial 
covenant 

Tenants with 
poor financial 
covenant 
strength 

Building 
Quality 

4 Modern or 
recently 
refurbished 
with nominal 
capex 
required 

Good quality 
with capex 
likely to be 
required within 
the next 20 
years 

Good quality 
with capex 
likely to be 
required within 
the next 10 
years 

Older style or 
non- compliant 
with capex 
required within 
the next 5 
years 

Occupier s 
Lease Length 

4 Greater than 
10 years 

Between 6 

and 10 years 

Between 3 

and 6 years 

Less than 3 
years or vacant 

Tenure 3 Freehold Lease 125 
years plus 

Lease between 
100 and 

125 years 

Lease between 
60 

and 100 years 

Lot Size 3 Between 

£3m & £5m 

Between 

£2m & £3m or 
£5m & 

£7m 

Between 

£1m & £2m or 
£7m & 

£10m 

Greater than 
£15m 

Max Score  96 72 48 24 

 

The threshold score should be set at 60. 
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