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John Biggs (Chairman): Item nine then is the draft Treasury Management Strategy statement.  
Again, fairly technical stuff but very important.  Mr Gallie, do you want to introduce this item 
very briefly?  
 
David Gallie (Assistant Director of Finance):  Thank you.  This is asking you to formally 
note our Treasury Management Strategy for next year.  There are two things that are worth 
highlighting here.  The first goes back to previous conversations we have had about bond 
issuance.  We do set out, in paragraphs 6.13 onwards, some thoughts around how we are 
pursuing the next tranche of borrowing for TfL and Crossrail and how bond issuance is 
becoming more cost effective. 
 
The second issue I draw your attention to is our thoughts on how we are working with other 
parts of the GLA group on sharing treasury services and some of the co-operation that we have 
successfully had with LDA and others across the group.  That being something that, again, you 
may well be interested in pursuing. 
 
John Biggs (Chairman):  OK.  If we can start with the first of those then, can you tell us a 
little bit about the progress you are making with evaluating bonds as an alternative to Public 
Works Loan Board (PWLB) loans? 
 
David Gallie (Assistant Director of Finance):  You will recall, back in October 2010 in the 
Comprehensive Spending Review (CSR) the Government increased PWLB rates by 1%.  
Generally speaking, that makes a bond issuance much more attractive. A potential differential of 
paying a 1% hike against TfL, as a benchmark, has got a bond issuance of 80 basis points over 
gilts, so a 20 basis points saving.  That becomes quite persuasive in terms of looking at the 
borrowing requirements we have over the next few years. 
 
We are in a whole series of negotiations with different parties to pursue a bond issuance and 
different forms of that, whether that be a public offering, a private placement or, although 
there is a limited interest, there is still some private market interest in having a more traditional 
form of loan.  We do very shortly have to pay TfL in 2011/12 the first tranche of money for 
Crossrail so we are looking to work quite urgently on getting, potentially, a bond issuance up 
and running early in 2011/12. 
 
John Biggs (Chairman):  OK.  This is not a free lunch is it because there are various risks with 
going to the PWLB?  The PWLB is pretty helpful in that it is copper bottomed, you know what 
you are doing, you are not out in the commercial market, you do not get secondary prices and 
all that sort of stuff going on.  There are risks associated.  Can you summarise some of those in 
your thinking? 
 
David Gallie (Assistant Director of Finance):  The principal risk of a bond issuance against 
PWLB is that with the PWLB you can borrow exactly on the profile you need.  That becomes a 
major obstacle for a bond issuance.  Having said that, particularly through private placements, 
we may be able to effectively get money in line with our  profile.   PWLB obviously is a default 
that remains there.  Although it has a 1% hike we are looking to see whether there is any room 
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for manoeuvre on that with negotiations with Treasury.  I would not wholly exclude a PWLB 
offering.  Also, ultimately, we want to diversify the whole borrowing package.  There is still a 
good case to make between a balance between bond issuance and PWLB. 
 
John Biggs (Chairman):  Can you explain briefly why we would go for bond issuance rather 
than other forms of borrowing? 
 
David Gallie (Assistant Director of Finance):  It is really the capacity of the market.  There 
remains, in light of the credit crunch, still a very limited capacity (although it is growing) of 
traditional private sector market loans.  It is really a question of supply and demand.  There is 
quite a healthy appetite, from the conversations we have had with the market, for bond 
issuance; a number of pension funds are interested in ensuring they can match away their 
liabilities by buying bond issues.  From a market pricing point of view, we could price our bond 
issuance quite competitively. 
 
John Biggs (Chairman):  At present, bonds are the likely alternative to PWLB but that needs 
to be reviewed constantly? 
 
David Gallie (Assistant Director of Finance):  Yes.  There is clearly a margin - going back to 
the TfL benchmark - of that 20 basis points.  We would look to try to get a competitive price 
within that.  That becomes really quite material in terms of the level of savings on the ultimate 
cost of Crossrail. 
 
John Biggs (Chairman):  Are there downsides in terms of costs? 
 
David Gallie (Assistant Director of Finance):  There are costs associated with bond -- 
 
John Biggs (Chairman):  Do you need to employ a team of experts? 
 
David Gallie (Assistant Director of Finance):  We do indeed.  There will be a whole series of 
lawyers and due diligence and -- 
 
John Biggs (Chairman):  Will you have fund management type people who will do this for us? 
 
David Gallie (Assistant Director of Finance):  Indeed.  We are advised by our treasury 
adviser Sector and some of our colleagues at TfL intensively around this as well.  It will incur 
costs, although the figures I have quoted are net of those costs.  Although lawyers and bankers 
will enrich themselves on this, this process overall, as it should deliver a saving for the Authority, 
still feels compelling. 
 
John Biggs (Chairman):  If you are borrowing small amounts of money then having a team 
which will cost you several hundreds of thousands of pounds a year does not make much sense.  
We are talking about underpinning the several billions that we are funding throughout the 
whole organisation.  Mike might want to explore that further.  You are nodding in agreement, 
for the record. 
 
David Gallie (Assistant Director of Finance):  Yes.  If we are going to do a bond issuance 
the logic suggests that we would do a substantial sum of the whole £3.5 billion.  It makes little 
point to go out and say our first tranche of bond issuance may be the order of £300 million, for 
instance, and it probably makes little sense to stop there.  If we are going to do it we need to do 
it on a much larger scale over a number of years.  There is quite a compelling case to say 
minimally go for a £2 billion issuance out of the whole £3.5 billion. 



 

 

 
Mike Tuffrey (Deputy Chair):  Would you include in your investigation of this, working with a 
bank that would be prepared to raise their funds from ordinary Londoners?  In other words, to 
allow Londoners to put their money in too? 
 
John Biggs (Chairman):  A London bond or something. 
 
Mike Tuffrey (Deputy Chair):  Clearly, one needs a professional partner to do that but there 
would be quite a lot with interest.  I do not know how much money would then flow but there 
would be quite a lot of interest from people investing in London’s infrastructure. 
 
David Gallie (Assistant Director of Finance):  We have looked at this.  The advice we have 
received is that the retail market could be quite interested in doing this but its contribution to 
the sums we require is probably marginal at best.  There is quite a significant administration 
overhead by dealing with individual investors.  The market is developing around individual 
investors being able to buy  bond issuances and that market is developing.  It is something to 
keep our eye on.  It has a number of attractions both for individual investors and, potentially, 
for ourselves in terms of being able to attract interest in the market place.  It is not ruled out 
but I suspect it is going to be quite marginal to any offering we make. 
 
Mike Tuffrey (Deputy Chair):  OK. 
 
John Biggs (Chairman):  I imagine your average Londoner would be looking for a higher rate 
of return that you would be talking about in terms of maximising the benefits to us. 
 
David Gallie (Assistant Director of Finance):  Yes.  The PWLB rates for the duration we are 
looking at are about 5% for 15 years.  That may have some attractions. 
 
Mike Tuffrey (Deputy Chair):  In terms of certainty.  OK.  Good.  So long as it is on the radar 
screen and has not been ruled out yet. 
 
Can I pursue then, finally, this issue that is touched on in the paper at Section ten about shared 
services and whether the GLA here should offer a treasury management service to functional 
bodies?  In paragraph 10.4 you elude to this as being something that is being discussed.  Can 
you tell us some and is it realistic and viable in terms of police and fire? 
 
David Gallie (Assistant Director of Finance):  The treasury functions of all the functional 
bodies are very central to their operations and decision making.  The work that we can pursue is 
mindful that there will be still five separate treasury decisions that the Chief Financial Officer 
ultimately will be making in all those bodies.  However, the practice that has happened over the 
last few months is that we have found a common interest across the group that allows better 
and more rationale decisions to be made independently by all parties.  For instance, we have 
been able to assist the LDA recently on a cash flow problem by optimising funds across the 
group to support it to avoid it going to PWLB to undertake temporary borrowing.  The difficulty 
there was that you can only borrow from PWLB for one year.  LDA’s requirements were much 
shorter.  There are practical bits of work that we are doing which can work within the 
governance frameworks of the functional bodies and makes commonsense for us all. 
 
Mike Tuffrey (Deputy Chair):  That is the potential.  What are the next steps?  How realistic 
is it to happen in our lifetime, for those of us who have been sitting round this table talking 
about it for quite some years?! 
 



 

 

David Gallie (Assistant Director of Finance):  The logic is that the LDA’s function will fold 
into the GLA’s treasury function anyway. 
 
Mike Tuffrey (Deputy Chair):  I was thinking more of the Police and Fire authorities. 
 
David Gallie (Assistant Director of Finance):  We are in active conversations with the 
Olympic Park Legacy Company, now to become the Mayoral Development Corporation, around 
potentially an Shared Services arrangement.  It makes a lot of sense, particularly around the 
Olympic debt. 
 
We are in active conversations with the treasury functions around a shared risk appetite and 
defining that.  The bigger members of the GLA group are perhaps more mindful of undertaking 
their own deliberations.  Other smaller parts of the group may well be interested in ultimately 
sharing functions.  It is the party who can do a function best. 
 
Martin Clarke (Executive Director of Resources):  To be potentially mischievous I have 
asked these other bodies that you refer to and they have said, “No, they do not want to share 
treasury management”.  That has been reported to the Business Management and 
Administration Committee. 
 
Mike Tuffrey (Deputy Chair):  Clearly, Members sit on the Fire Authority and the Police 
Authority and can pursue that directly anyway. 
 
John Biggs (Chairman):  There may be a conversation which they could be encouraged to 
think about again though that would probably require a lead from the Mayor’s Office I suppose. 
 
Martin Clarke (Executive Director of Resources):  To be much more helpful, the example 
that David managed to achieve with the LDA, showing the benefit to both organisations in the 
cash flow arrangements, gives a way in to show the other functional bodies why the benefits 
come, if people just see it as potentially saving centralised teams of staff.  By far the biggest 
savings are what we pay out on the actual interest of the savings.  That is the real prize to go 
for. 
 
John Biggs (Chairman):  It does blend in with questions like how we manage reserves across 
the organisation and so on.  That is the sort of stuff we expect you to be working on in the 
background.  Good.  Or in the foreground.  Thank you very much. 
 
Mike Tuffrey (Deputy Chair):  Thank you. 
 

 

 


