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Capital Letters Business Plan – June 2018  

Executive Summary 

This Business Plan sets out the ambition for the new Capital Letters company, which is being 

established as an organisation to pool the procurement activity of London Boroughs to access an 

improved supply of good quality accommodation to prevent and relieve homelessness, and where 

necessary for use as temporary accommodation. 

The housing pressures on low income households in London have perhaps never been higher, and a 

more co-ordinated effort is required from Councils across London to source an improved supply of 

suitable accommodation to meet demand. 

The establishment of Capital Letters is being generously supported by MHCLG using Flexible 

Homelessness Support Grant, to alleviate the costs to boroughs of providing accommodation and to 

encourage greater efficiency, and provide extra staffing, IT and other resources to increase supply 

and improve the service offered to both tenants and landlords. 

An important part of the purpose of Capital Letters is to reduce the use of nightly paid temporary 

accommodation, and also to ensure that properties are allocated more locally than is currently the 

case. 

By removing unhelpful competition and duplication of effort, and by providing an organisation to 

represent all the London boroughs, it is intended to offer a simpler and more straightforward 

interface for landlords, managing agents and developers anywhere in London who are able to 

provide properties for those families and other households most in need of accommodation. 

Capital Letters will grow in phases, with an initial number of boroughs joining in the first year, 

followed by phase two one year later, and eventually including, if not all, then the clear majority of 

London boroughs. 

Properties are expected to be a mixture of Private Rented Sector properties let by the property 

owner to households nominated by the boroughs, and properties leased directly from landlords or 

from managing agents. 

The majority of accommodation will be settled accommodation to prevent homelessness or end a 

homelessness duty, and the intention is to achieve a significant reduction in the use of Temporary 

Accommodation by the London Boroughs, who may also transfer properties currently leased as 

temporary accommodation to Capital Letters to let as settled private rented sector accommodation.      

Capital Letters will be established as a Company Limited by Guarantee, wholly owned by the 

member boroughs. 

By the end of the third year of operation it is envisaged that Capital Letters will have a staff 

complement of around 270 officers and an annual income of £238m. By this stage it will have 

secured almost 20,000 additional properties to help prevent and tackle homelessness, and will have 

an estimated 13,000 properties either fully or partially under its management.                    
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The Purpose of Establishing Capital Letters 

Capital Letters is being set up as a new Company Limited by Guarantee by 8 London boroughs 

initially, with the support of the Ministry of Housing, Communities and Local Government and the 

Greater London Authority. It is intended that more London boroughs will become members of the 

company in future phases, so that Capital Letters will become the main source of private sector 

accommodation to prevent and relieve homelessness in London. 

The reason this is being done is to allow the London boroughs genuinely to act together in procuring 

accommodation to tackle homelessness, rather than, as has been the case in the past, often 

competing with each other for accommodation across London. 

By pooling resources and sharing expertise, Capital Letters hopes to provide a better service to both 

Private Sector Landlords and Tenants, to make more efficient use of resources, and to become a 

more significant participant in the London Housing market. By doing this it is intended to achieve 

better value for money for the public purse in accommodating households who are homeless or at 

risk of becoming homeless. 

By working together, it is also intended to allocate properties as locally as possible, so that less 

households helped to find accommodation by local authorities in London are obliged to move a 

significant distance from their home area.           

Establishing a single organisation representing multiple boroughs should also allow a more 

straightforward and efficient interface with established providers of leased and licenced 

accommodation for homeless households, and encourage new suppliers to enter the market. 

It is intended that Capital Letters will only provide stable and suitable accommodation, whether that 

accommodation ends a duty under the Homelessness Reduction Act or provides temporary 

accommodation until a homelessness duty can be met. This will help to shift provision in London 

away from short term, expensive, and often unsuitable Nightly Paid accommodation including B&B 

and Hotel Annexes.  

Acting as a non-local authority landlord, Capital letters will be able to provide settled private rented 

accommodation in a way that the London boroughs cannot do. This will very significantly reduce the 

number of households accommodated in Temporary Accommodation in London and in England as 

whole, as 69% of Temporary Accommodation nationally is currently provided by the London 

boroughs.        

 

Objectives and Goals 

Capital Letters aims to achieve the following objectives in its first full year of operation: 

• Establishment of an operational base including an office, IT system, and other necessary 

infrastructure. 

• Procurement and implementation of an IT platform to register and allocate properties, and 

to support the housing and property management function.   

• 10 boroughs become members of which 8 are “A” members. 

• Pooling of 32 staff members seconded from or otherwise funded by the London boroughs. 

• Employment of an additional 20 newly recruited staff members to procure new 

accommodation, and to provide housing management and tenancy sustainment services. 
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• Procurement of at least  3,460 new properties to accommodate prevent or relieve 

homelessness for households nominated by the participant London boroughs, with an 

aspiration to achieve up to 50% more than that number of properties. 

• Establishment of an efficient housing and property management function. 

• Supporting the achievement of at least 6,000 combined homelessness prevention, 

homelessness relief, and PRSO outcomes.        

In its second year, Capital Letters’ key objectives are as follows: 

• An additional 15 boroughs become members of the organisation, making a total of  25 

boroughs, of which 21 are forecast to be “A” members 

• Staffing complement more than doubles to 220 staff from both boroughs and centrally 

recruited personnel.  

• Procurement of at least  7,050 new properties to accommodate prevent or relieve 

homelessness for households nominated by the participant London boroughs, with an 

aspiration to achieve up to 50% more than that number of properties. 

• Supporting the achievement of at least 18,000 combined homelessness prevention, 

homelessness relief, and PRSO outcomes.        

In its third year, Capital Letters’ key objectives are as follows: 

• An additional 3 boroughs become members of the organisation, making a total of  28 

boroughs, of which 24 are forecast to be “A” members 

• Staffing complement increases by 23% from both boroughs and centrally recruited 

personnel to a total of 270.  

• Procurement of at least  9,440 new properties to accommodate prevent or relieve 

homelessness for households nominated by the participant London boroughs, with an 

aspiration to achieve up to 50% more than that number of properties. 

• Supporting the achievement of at least 30,000 combined homelessness prevention, 

homelessness relief, and PRSO outcomes.        

 

Company Summary  

Ownership/Membership 

Capital Letters is being established as a private company limited by guarantee, owned and managed 

by the boroughs who constitute limited liability members of the company. 

The primary objective of Capital Letters, as established in the articles of association is to procure 

accommodation for homeless households and those at risk of homelessness by providing services to 

members and to undertake the management of accommodation for homeless households and those 

at risk of homelessness. 

Capital Letters has been formed with the intention of operating in a financially sustainable manner, 

notwithstanding the importance of the financial contribution being made by MHCLG. In this context, 

and enshrined through its incorporation as a company limited by guarantee, any surpluses 

generated from providing services to both Members and any third parties shall be applied solely in 

promoting the Company’s objects 
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Structure 

Capital Letters has two classes of membership; A and B, based on the level of procurement and 

services undertaken by Capital Letters 

A local authority will constitute an “A” Member if they agree to ensure that at least 50% of the total 

procurement for that body of dwellings to support the discharge of that body’s statutory 

responsibilities for homeless households (or those at risk of homelessness) is to be procured by the 

company. 

A local authority who does not meet the requirements to be an “A” member, but receives services 

from the company will be admitted as a “B” Member. 

There is no requirement for a borough to transfer existing accommodation to Capital Letters in order 

to become an “A” member.   

Governance and Management of Capital Letters 

The activities and management of Capital Letters are to be overseen by a board of Directors.  The 

composition of this board is outlined in the Articles of Association and Members Agreement.  The 

directors will in the majority be appointed by “A” members, with the company potentially looking to 

supplement these directors with the appointment of directors who are independent of all members 

from time to time.  Critical matters are reserved to the Members, and are detailed in the Members 

Agreement. 

Capital Letters is to be managed on a day to day basis by an experienced management team, to be 

appointed during the initial implementation phase.  The management team will look to deliver on 

the objectives of the company and in accordance with the Business Plan, which will be updated 

annually and agreed by the Board. 

External relationships 

Capital Letters will have a number of external relationships with significant partners.  MHCLG will 

remain an important partner as a consequence of the funding agreement.  Capital Letters will report 

to MHCLG on activities and outcomes are governed by its funding agreement.  MHCLG does not have 

a voting right or position of control in Capital Letters. 

Capital Letters is also likely to have both external strategic and commercial relationships with the 

Greater London Authority, London Councils, property agents, estate agents, third party procurement 

organisations, repairs and maintenance contractors, and individual landlords, as well as with 

individual households.  

 

Summary of activities to be performed by Capital Letters 

Capital Letters will undertake a number of functions.  

Procurement and allocation of properties  
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Capital Letters principal activity will be procurement and allocation of PRS and leased properties for 

the prevention and relief of homelessness and to end a main homelessness duty or to be used as 

either temporary accommodation. 

Tenant and Property Management 

In addition to procuring property Capital Letters will undertake a range of tenant and property 

management functions, which will need to be resourced and funded in addition to procurement. 

Some of these functions may be performed internally by Capital Letters for a fee or they may be 

performed externally either by Boroughs who are members of Capital Letters, or third parties. 

Tenant and Landlord Support 

In addition Capital Letters will provide a tenancy sustainment function and a landlord support 

function across the range of the properties it has procured or manages. 

Leasing and Licensing Properties 

Capital Letters will also lease existing properties currently leased by boroughs or subject to a PLA 

agreement, and let as Temporary Accommodation. As Capital Letters is neither a local authority nor 

a Registered Provider, and can issue assured shorthold tenancies as a private landlord, it will often 

be possible to end a homelessness duty in such properties once Capital Letters has become the 

tenant’s landlord.   

If a borough nominates a tenant to a Capital Letters procured PRS tenancy, subject to a landlord 

incentive, then that borough will pay a one off fee to Capital Letters towards the cost of the landlord 

incentive. 

If a borough nominates tenants to a leased property where Capital Letters is the tenant’s landlord 

then the borough will pay a weekly top up fee to Capital letters for the duration of the lease 

agreement, as a contribution to the difference between the total costs of that property (including 

payments to the owner or agent from whom the property is leased and the management costs of 

that property), and the rent charged to the tenant (which will normally be set at the relevant Local 

Housing Allowance level for the area where the property is situated). 

In this situation, there are two likely scenarios: 

a) Capital Letters manages the property and is responsible for rent collection. 

  

b) The borough which has nominated the tenant (or another borough) manages the property 

on Capital Letters behalf, and is responsible for rent collection under a Service Level 

Agreement. In this case Capital Letters will pay a fee to the borough in respect of the 

functions carried out under the Service Level Agreement.                  

Alternatives to Landlord Incentive Payments 

Capital Letters will also develop a range of service offers to Private Sector landlords as an alternative 

to the provision of incentive payments. These will include: 

• Property Management Services 

• Grant Payments to assist with bringing homes up to a better lettable standard 

• Rent Guarantees and Insurance   
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Housing Needs Context in London 

London has for many years been an area of above average housing pressures, where it can be very 
difficult for households on low incomes to afford a home. This pattern has increased over recent years 
as the London economy has performed well, and house prices have rocketed. Since the welfare 
reforms of 2011 Housing Benefit has not kept pace with rising rent levels and this has led to increasing 
difficulties for the London boroughs to deal with rising homelessness pressures. This can be seen in a 
number of published statistics. 
 

• The number of homeless households whom London boroughs have accepted a duty to assist 
rose by 95% between 2010 and 2016 before falling somewhat in 2017.  

 

• The use of Bed & Breakfast accommodation for homeless households has almost tripled 
between 2010 and 2017, and the use of expensive self-contained Nightly Paid accommodation 
has multiplied by more than five times over the same period.  

 

• The total use of Temporary Accommodation by London boroughs has risen from a low of 
35,620 households in 2011 to 54,370 households containing over 87,000 children at the end 
of 2017.    
 

• Around 360,000 children under 16 in London, or 22% of the total, live in households that are 
considered overcrowded according to the bedroom standard, compared to around 1.1 million 
(11% of the total number of children) in England as a whole. 
 

• A fifth of households in London are either sharing their accommodation with another 
household or include a ‘concealed family’  

 

• 8,108 people were seen sleeping rough in London in 2016/17  
 
The Greater London Authority’s (GLA’s) estimate, based on a continuation of recent trends in the 
number of households both accommodated in and leaving Temporary Accommodation and the 
withdrawal of some existing providers from the market, suggests that boroughs may need in the 
region of 50,000 tenancies for homeless households over the next four years.  
 
This is without taking into account the additional requirement for boroughs to support a wider range 
of households as a result of the Homelessness Reduction Act.  
 
Although there is some evidence of a short term cooling in the London property market compared to 
the trend of the last several years, this is unlikely to be more than temporary, and this level of supply 
is likely to come at increasing cost to boroughs, whom a London Councils-commissioned study found 
covered a quarter of the total cost of TA to London boroughs in 2014/15 (£170 million of £663 million) 
from their General Funds. The net cost of temporary accommodation to local authorities across 
England is estimated to have tripled between 2009/10 and 2015/161.  
 

                                                           
1 Housing Our Homeless Households - LGA  July 2017  

https://www.local.gov.uk/sites/default/files/documents/5.12%20HOUSING%20AND%20HOMELESSNESS_v08_4.pdf
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It is also probable that without Capital Letters, the use of out-of-borough and out-of-London 

placements will rise further.  

According to the Care Place data collected from London boroughs, 56% of recorded placements of 

homeless households by London boroughs into self-contained 1-bed or larger accommodation in 

2016/17 were already out of borough. This includes 11% outside London, so 45% of such placements 

by London boroughs in 2016/17 were in other London Boroughs. 

The vastly increased use of nightly paid accommodation over recent years as homelessness pressures 

have mounted is a particular concern. Whilst some flexible use of short term accommodation may 

have a place, for example to accommodate a household whilst an assessment of their circumstances 

take place, much of the nightly paid accommodation used by the London boroughs is in practice let 

on a long term basis at a premium price level which would only be appropriate for a short term let. In 

addition the accommodation is sometimes (though by no means always) of lower quality than would 

be required for leased accommodation or settled PRS accommodation.     

 

Benefits to Households in Need  

It is widely understood that the shortage of affordable accommodation in London has the sharpest 

impact on households on low incomes. Such families and single people are often either unable to 

secure accommodation when they are forced to leave accommodation by friends or family, or do 

secure rented accommodation with the aid of Housing Benefit, but are vulnerable to eviction and 

homelessness if their landlord decides to end their tenancy. 

It is the job of Councils to assist such households by seeking to prevent or relieve homelessness and 

if necessary to provide accommodation themselves. However, the same housing pressures have 

made it increasingly difficult for councils to provide the support they would wish to, and too many 

households facing a homelessness crisis have to spend too much time in emergency accommodation 

or face moves away from their schools, jobs and support networks. 

In many cases stays in Temporary Accommodation can last for many years. 

Capital Letters will improve outcomes for households in this situation by: 

• Increasing the supply of accommodation councils can use to house them 

• Reducing the use of emergency nightly paid accommodation, including the use of B&B 

and hotel annex accommodation 

• Allocating properties as locally as possible and minimising the disruption to education, 

employment and support which goes with out of area moves 

• Providing an integrated and professional tenancy sustainment function across London 

to ensure that moves into private rented accommodation are made successfully and 

that there is help available for tenants who encounter future difficulties 

• Increasing the amount of accommodation used for homelessness prevention and 

reducing the number of households who have to go into temporary accommodation           
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Implementation Plan  

Capital Letters will be set up in phases. 

In the first, short term, phase, a small number of staff, including a Chief Executive, will be recruited 

in order to set up the organisation, rent and equip an office, establish an IT system, develop 

necessary organisational policies and procedures, and produce a detailed operational plan. 

In the second phase, procurement, housing management and tenancy sustainment staff will be 

recruited and seconded from participant boroughs, internal teams will be established, and 

operational activity will begin. 

The bulk of this activity will be:  

• The procurement and allocation of new PRS and PSL properties. A large proportion of this at 

first will be seconded staff continuing with the procurement activities they were previously 

undertaking for their borough, but working co-operatively, rather than in competition. This 

will be supplemented by additional staff, and by the development of new offers to landlords 

across London.     

• The transfer of a proportion of existing temporary accommodation from the boroughs to 

Capital Letters, who will lease or licence the properties from the borough making the 

transfer, from the landlord, or from the managing agent. This will depend on the existing 

arrangements and the preferences of the parties to the existing arrangements. In many 

cases, transfer of properties to Capital Letters will allow a homelessness duty to be ended 

through a PRSO or otherwise. 

• The transfer or renegotiation of contracts between participant boroughs and TA suppliers to 

Capital Letters.   

• The marketing of Capital Letters to landlords and property developers as a new potential 

client and partner.      

 

Subsequent phases will bring further boroughs into the organisation and expansion of these 

activities, with the intention that within 3 years, the large majority of boroughs are full members. 

The organisation will be highly target driven, and the overarching aims will be  

• to increase the supply of properties available to boroughs  

• to maintain and improve the quality and sustainability of those properties 

• to reduce costs as much as possible, consistent with increasing supply and maintaining 

quality  

• to provide an excellent and efficient service to boroughs, to landlords, and to tenants 

• to allocate properties speedily, fairly, and as locally as possible    

 

Procurement  

The core business of Capital Letters is to access good quality accommodation to prevent or relieve 

homelessness in London on behalf of the member boroughs. 
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There are three main types of accommodation which will be sought. 

1. Private Rented Sector accommodation where a tenancy is established between a local 

authority nominated tenant and the owner of the property (or estate agent acting on their 

behalf). In many cases, Capital Letters will provide a Tenant Finder service to the landlord 

and will have no role in managing the property, but in Capital Letters will also offer a range 

of management services to landlords for a fee, up to and including full management of the 

property. This accommodation can be used to end a homelessness prevention duty, a 

homelessness relief duty, or a main homelessness duty through a PRSO or Qualifying Offer. 

 

2. Private Sector Leased accommodation direct with a landlord. In this case the owner will 

directly lease the property to Capital Letters or to a borough for an agreed period e.g. 3 

years, with the possibility of extension, subject to mutual agreement.  

 

If this accommodation is leased by Capital Letters, then, like PRS accommodation let by a 

landlord, it can be used for homelessness prevention, homelessness relief, or to end a main 

duty in the PRS. It can also be let as Temporary Accommodation. If the property is leased by 

a borough, then in most circumstances, it could only be let as Temporary Accommodation.  

 

3. Private Sector Leased accommodation from a managing agent. In this case the property will 

be leased to Capital Letters or to a borough from a managing agent. This is similar to leasing 

direct from a landlord, except that the managing agent will carry out some or all of the 

property management function, usually not including the rent collection function however, 

which would still sit with Capital Letters or where applicable with the leasing borough. 

 

This type of arrangement is common, and there are a number of important suppliers of such 

accommodation to boroughs. The intention is that participating boroughs would transfer 

these arrangements in whole or in part to Capital Letters, so that such supplies would have 

one client for properties across London, rather than several; and have a single set of 

arrangements to work to, rather than a number of variant ones, depending on the borough 

they are dealing with.    

PRS properties let by a landlord, and properties leased direct from a landlord, are currently mainly 

sourced by boroughs using specialist procurement staff, who work closely with landlords and lettings 

agencies to source properties to for borough nominated tenants, either through a straightforward 

let to that tenant, or by taking on a lease. 

Participating boroughs who become full members of Capital Letters will initially second their 

procurement teams performing this function to Capital Letters. 

This will allow the existing skills, expertise, local knowledge and client relationships held by those 

officers to be absorbed into Capital Letters. 

The added value Capital Letters will bring to the procurement function consists mainly in the 

following factors:  

• Instead of competing with each other for properties, these officers will now be working 

together as a team, leading to a more focused and streamlined effort, and avoiding the 

possibility of competing with each other on price. 
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• There will also be a significant number of additional procurement officers brought into 

Capital Letters, beyond those seconded in by the boroughs, using the topsliced FHSG funding 

being provided to support the project by MHCLG. 

• The budgets for advertising to landlords across London will be significantly increased, and 

there is an opportunity to improve the perception among landlords who might be sceptical 

about letting to tenants on low incomes and build a more attractive brand.  

• By pooling resources, the range of service offers to landlords, including property 

management, rent guarantees, insurance offers etc. will be widened and standardised 

across London. 

• Capital Letters will provide an enhanced landlord liaison and troubleshooting service 

combined with an enhanced tenancy sustainment service for tenants accommodated in the 

PRS anywhere in London. These services will be modelled on existing best practice but 

applied comprehensively. 

• Capital Letters is likely to be in a better position than most individual boroughs to take 

advantage of larger opportunities from developers and larger property owners, for example 

in leasing whole blocks or developments of several hundred units, which would be too big 

for individual boroughs, and also because it will have more streamlined decision making 

processes than local authorities, enabling it to take swifter advantage of opportunities which 

arise in the market.            

Private Sector Leased accommodation provided by a managing agent is in general sourced by the 

managing agent, rather than borough procurement officers. Many London boroughs have 

contractual or more informal arrangements of various kinds with such agents, including a number of 

existing framework agreements which cover a number of London boroughs. 

Many managing agents work across several boroughs and can potentially benefit from having a 

single point of contact with the London boroughs as a whole through Capital Letters, as well as 

streamlined payment arrangements with one large customer, and a reduction in political concerns 

about who to offer a particular property to. 

It is therefore intended that Capital Letters member boroughs will transfer the arrangements they 

have with such suppliers to Capital Letters – either through novation of existing contracts or by the 

renegotiation of new contracts between suppliers and Capital Letters. 

Capital Letters will not be taking in properties on a nightly paid basis, and it will be important for 

Member boroughs to work with Capital Letters by encouraging their suppliers to switch from nightly 

paid to leasing arrangements where properties are suitable for leasing. 

A minimum condition of being a full member of Capital Letters is that at least 50% of the annual 

supply of new non-emergency accommodation for homeless households for that borough is carried 

provided by Capital Letters in the first year. This is very much the minimum requirement, as it would 

defeat the purpose of Capital Letters for member boroughs to retain a directly competing 

procurement function. 

Properties will be procured across London according to need, availability, quality and cost, and will 

not be limited to areas within member boroughs. Capital Letters will however abide by the IBAA 

agreement, wherever properties are procured.  
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Property Listing Platform      

Building on the example of the WREN boroughs (Waltham Forest, Redbridge, Enfield and Newham), 

Capital Letters will procure a comprehensive web based property listing platform to allow properties 

of all types to be listed, allocated, let and managed. 

The specification for this service has already been developed as part of the London Ventures 

programme, and the intention is to provide a streamlined and accessible service for boroughs, 

landlords wishing to let properties, and managing agents. 

Properties will be able to be put onto the system directly by landlords, by boroughs, or by Capital 

Letters staff, and the system will enable the speedy, appropriate and fair allocation of properties to 

borough nominated tenants, as well as ensuring that property safety checks are kept up to date and 

payments to suppliers, and financial transactions between boroughs and Capital Letters are 

processed efficiently. 

This system will also enable Capital Letters to carry out tenancy and property management services 

and provide the necessary reports for MHCLG’s HCLIC homelessness data collection system.     

Capital Letters will also procure and set up its own accounting and payroll systems and ensure a 

working interface between the Property Listing PLatform, rent collection, accounting and bill 

payment systems. 

 

Allocations  

The method by means of which properties procured by Capital Letters will be allocated to individual 

boroughs are set out in more detail in the Capital Letters Allocations policy. The main principles are: 

Principle 1. 

The number of properties (excluding HMOs and studios) procured for each borough over the 

previous year using the resources and contracts transferred into Capital Letters would set a 

minimum limit for allocation of properties to that borough. This should guarantee that (unless 

market conditions have markedly worsened) each borough will get at least as many properties 

over the first year as were procured by the staff it seconds in the previous year. Studios and HMOs 

will not be counted in these minimum allocations, but will be allocated separately according to 

location and borough need. 

Principle 2. 

It is expected that significantly more properties than this will be procured in practice, due to staff 

working collaboratively and because of the additional procurement resources available to Capital 

Letters. Properties procured above those numbers would go to the participant boroughs according 

in proportion to the staff resources they have contributed through secondment or funding of staff 

recruited directly by Capital Letters. 

Principle 3. 
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Boroughs will be able to specify the proportion of each type (PRS, PSL etc.) and size of property 

that they want, as well as making requests to meet urgent needs for specific property types as 

they arise. These expressed preferences will guide the Capital Letters procurement strategy, and 

as much as possible they will be met, bearing in mind that some sizes and types of property are 

harder to obtain than others.    

Principle 4. 

Subject to meeting borough minimum allocations, and fair distribution of additional properties, 

all properties should be allocated as close to host boroughs as possible, also taking in to account 

the provisions of the homelessness suitability order as they apply to individual households. This 

should mean that a much smaller number of households have to move a long distance from their 

home borough than is currently the case.  

Principle 5. 

Any additional properties procured beyond the needs of the participating boroughs may be 

offered to non-participant boroughs. 

Practicalities  
 

The following operational practice will apply  

 

o Records will be kept on the IT system in real time of both the number of properties 
allocated to each borough in the year to date, and the numbers procured by their 
seconded staff.    

o A “wish list” of property types and sizes is kept up to date by each borough including a 
small number of “urgent needs” 

o Procurement effort is partially targeted according to which borough has the greatest 
shortfall on its target for that point in the year, e.g. leading to a short term concentrated  
effort in the area within and close to that borough. 

o Where possible any new property is offered to the closest borough, if it is a property size 
and type they require. 

o However, if a borough is more than 10% behind on its target compared to other boroughs, 
then this priority is overridden, and the borough which is behind has first option to accept 
the new property.  

o Normal allocation priorities may be overridden at the discretion of Capital Letters 
managers if a borough has an urgent need for property with unusual features e.g. size, 
disability adaptation etc. which is procured in another area. 

o Every effort is made to ensure that by the end of the year, each borough has got its 
targeted share of properties, but if this is not the case for any reason then the target for 
the following years is adjusted accordingly.   

o If boroughs have rising or falling demand, they may increase or decrease the number of 
staff they fund.  

o Capital Letters will not let properties more than one bed overcrowded according to the 
Bedroom Standard, other than in very exceptional circumstances. 

o Capital Letters will not use overcrowding to support overpayment of landlords for 
example by allowing a household to pay a two bed LHA rate for a one bed property. 
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Tenancy Sustainment and Landlord Support  

The level of service to landlords and tenants moving into PRS accommodation varies considerably 

between boroughs, based on available resources and historical decisions made in each borough. 

It can also be hard for boroughs who procure in a wide range of areas across London to operate an 

effective service to either landlords or tenants because of the logistics of travelling between 

dispersed properties. 

Pooling resources through Capital Letters and adding to them through significant MHCLG funding 

will enable Capital Letters to provide a much more efficient and comprehensive service to both 

landlords and tenants of PRS properties let through the programme across London.  

Many landlords say that the absence of this kind of support, and previous experience of having to 

deal with difficult tenants without help is an important deterrent to them taking on local authority 

nominated tenants, and is sometimes as important as the financial terms of the deal a landlord 

would make. 

A positive programme of tenancy support is likely to reduce the risk of repeat homelessness 

amongst those accommodated, avoiding significant future social and financial costs.       

To this end a dedicated team of tenancy sustainment officers and landlord liaison officers will be 

recruited from the outset in order to improve tenancy stability, prevent future homelessness and 

support Capital Letters to develop an excellent reputation amongst landlords.    

 

Property Improvement Grants  

In the past, boroughs have been able to use funds to make grants to landlords to bring properties up 

to the Decent Homes Standard or other wise to improve them and bring them in to better lettable 

condition in return for guaranteed nomination rights to the property for an extended period e.g. 5 

years. 

Such programmes have largely disappeared due to reductions in government funding for such 

purposes, but they have important advantages, and it would make financial sense for Capital Letters 

to pay such grants to landlords in some cases rather than making standard incentive payments to 

landlords to let at LHA rents. This is because such grants make long term improvements to the 

housing stock in London, and because they will normally secure a longer guaranteed period of access 

to the properties for homeless households than a standard incentive payment would.    

 

Targets and Performance Indicators  

The following will be the key performance indicators for Capital Letters. 

KPI 1.  Number of boroughs signed up to the project as full active (“A”) members 

Target  

End of Year 1:   8 Boroughs 
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End of Year 2:   21 Boroughs 

End of Year 3:  24 Boroughs 

KPI 2. Number of additional properties procured by Capital Letters 

Target (Cumulative) 

End of Year 1:  3,460 properties 

End of Year 2:  10,510 properties 

End of Year 3:   19,950 properties 

KPI 3. Number of Temporary Accommodation properties transferred to Capital Letters from 

boroughs   

Target (Cumulative) 

End of Year 1:  5,000 properties 

End of Year 2:  12,500 properties 

End of Year 3:   14,000 properties 

KPI 5. Combined Number of Homelessness Preventions, Homelessness Reliefs, and Ending of Main 

Homelessness Duties       

Target (Cumulative) 

End of Year 1:  6,000 households 

End of Year 2:  18,000 households 

End of Year 3:   30,000 households 

KPI 6. Reduction in the number of households accommodated in Nightly Paid Temporary 

Accommodation in London 

Target (bearing in mind boroughs will join in phases and that reduction in use of nightly paid 

accommodation will depend on both conversion of existing nightly paid, and reduced dependence 

on nightly paid as a result of increased procurement of alternatives).    

End of Year 1:  10% reduction 

End of Year 2:  30% reduction 

End of Year 3:   60% reduction 

KPI 7. Number of new properties procured per year per procurement officer employed  

Target (this should increase year on year due to development of team working, increased brand 

awareness, reduced competition as more boroughs join, new contracts, developing reputation 
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amongst landlords, and increased work with developers. Relets of leased properties do not count 

towards this KPI. Relets of PRS properties do count towards this KPI)   

Year 1:  70 properties per officer 

Year 2:  75 properties per officer 

Year 3:   80 properties per officer 

KPI 8. Cost of management of Leased Properties (full management service including voids and bad 

debts coverage) 

Target  

Year 1:  £72p.w. 

Year 2:  £71p.w. 

Year 3:   £71p.w. 

KPI 9. Cost of Management of leased properties (rent collection only, including bad debts 

coverage)   

Target  

Year 1:  £30p.w. 

Year 2:  £30p.w. 

Year 3:   £30p.w. 

 

Milestones  

In order for Capital Letters to be established and start operations there will need to be a number of 

processes running in parallel in order to gain the necessary approvals and begin operations. A 

possible implementation timetable is shown in Table 1.  which is divided into three columns 

representing Capital Letters processes, Borough processes and MHCLG processes.   

Table 1. Capital Letters Implementation Milestones 

Date Capital Letters Boroughs MHCLG 

May 2018 • Draft Business Plan produced 

• Draft Cost benefit Analysis 

• Draft Company Legal 
Documentation produced 

• Draft Leases and SLAs 
produced 

• Draft Key Policy documents 
produced 

• Soft Market Testing of IT 
Platform completed  

• Collaborative 
Procurement 
Group decides on 
borough approval 
process   

• MHCLG agree 
funding/payment 
mechanism for 
Capital Letters 
(subject to 
approval of 
funding) 
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June 2018 • Initial Documentation finalised 
following feedback from 
boroughs and MHCLG 

• Consultancy contract ends 

• Collaborative 
Procurement 
Group signs off 
Capital Letters 
documentation 

• Intending First 
Wave boroughs 
identify 
themselves and 
begin internal 
approval 
processes. 

• MHCLG consider 
Capital Letters 
Business Case 

July 2018 • Recruitment of interim project 
management resource (3 
months), to start in 
September 

• Borough Cabinet 
Papers drafted 
and submitted 
 

• MHCLG agree 
funding of Capital 
Letters 

• MHCLG agree 
pump priming 
funding to recruit 
CEO and initial key 
staff, and to begin 
procurement of 
IT.   

September 
2018  

• Procurement of IT system 
begins with OJEU Notice 

• Shadow Capital 
letters Directors 
Group meets 

• Business case to 
be presented to 
London Councils 
Chief Executives 
London 
Committee 

 
 

• Pump priming 
Funding paid to 
agreed 
organisation   

October 
2018 

• Capital Letters Incorporated as 
an organisation  

• IT system ITT launch 

• Recruitment of CEO and key 
leadership team begins 

• Cabinet Approval 
with First wave 
boroughs 
received 

 •    Business case to    
be presented to 
London Councils 
Leaders’ Committee 
 

 

November 
2018 

• Negotiations with boroughs 

for transfer of staff 

• Agreement of quotas for 
participant boroughs 
 

 

• First Capital 
Letters Board 
meets 

• Final Business 
Plan agreed (with 
real number of 
boroughs, staff, 
quotas etc.    
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December 
2018 

• IT system ITT tenders received 
and evaluated 

• IT Contract Awarded 

• CEO and key managers 
appointed 

  

January 
2019 

• Recruitment of operational 
non borough staff begins 

• Detailed policy and 
operational documentation 
begins to be produced 

 • First substantial 
tranche of funding 
paid over. 

February 
2019 

• Office premises acquired 

• Negotiations with suppliers 
begins 

  

April 2019 • Main body of staff in post 

• Transfer of borough 
properties to Capital Letters 
begins 

• Initial IT system operational  

• Procurement of properties 
begins 

• Year 1 begins 

• Staff seconded to 
Capital Letters 

• Transfer of 
properties begins 

 

May 2019 • Formal Launch • Formal Launch • Formal Launch 

October 
2019 

• Report on performance for  1st 
6 months 

• 2nd Wave 
boroughs submit 
expression of 
interest  

• 2nd tranche 
funding paid over 

January 
2020 

 • Annual review of 
Business Plan  

 

April 2020 • Year 2 begins 

• Report on performance for 1st 
year 

• 2nd wave 
boroughs join 
operationally 

• 3rd Wave 
boroughs submit 
expression of 
interest  

3rd tranche funding 
paid over and every 6 
months thereafter.  

October 
2020 

 • 3rd Wave 
boroughs join 
operationally 

• From this point 
onwards new 
boroughs can 
express interest 
and join on an 
adhoc basis 

 

April 2021 Year 3 begins 
Report on performance for 2nd 
year 

  

 

Personnel Plan  
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Table 2. summarises the proposed staffing structure and recruitment profile for Capital Letters.  The 

full breakdown is included in the financial model underpinning the business plan, shown at Annex 1.  

Key assumptions include: 

• Each A member contributes an average of 4 procurement staff, with Capital Letters hiring an 

additional 25 procurement staff to supplement these.   

• Property Managers and Rent Collection staff are hired proportional to the number of 

properties managed, with an assumed 5% productivity improvement over the first three 

years of operations as processes and practice are bedded down. 

• Capital Letters also is assumed to hire additional tenancy sustainment and landlord liaison 

officers in direct proportion to the number of PRS properties being procured. 

 

Table 2. Staffing Plan – year end staff levels 

 

 

Staff and Structures  

Senior Management Team: The senior management team is comprised initially of: 

Year End Figures

Year 0 Year 1 Year 2 Year 3

Chief Executive 1 1 1 1

Operations Manager 1 1 1 1

Finance Manager 1 1 1 1

Procurement Team Manager 1 1 1 1

Property Management Manager 0 0 1 1

Rent Collection Team Manager 0 0 1 1

IT Manager 1 1 1 1

HR Manager 1 1 1 1

Executive Team Administration 1 1 1 1

Senior Management Team 7 7 9 9

Procurement Staff - Borough transferred 0 32 84 96

Procurement Staff - CL Hired 5 20 20 25

Allocations Manager 1 1 1 1

Procurement Administration 1 4 7 9

Procurement Team 6 56 111 130

Property Managers 0 12 32 44

Property Management Admin 0 1 3 3

Property Management Team 0 13 35 47

Rent Collection Team 0 18 45 56

Tenancy Sustainment and Landlord Liaison 1 8 18 26

Non-Executive Directors 0 2 2 2

Total Staff Members 14 104 220 270

0 0 0 0

Memo: Number of A member boroughs 0 8 21 24

Memo: Number of B member boroughs 0 2 4 4
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Chief Executive: responsible for the overall performance of Capital Letters and reporting to the 

Board of Directors.  This role will be both operationally focused in the initial period, as well as 

playing an important role in positioning Capital Letters strategically with external partners, including 

MHCLG, GLA, London Councils, managing agents, landlords, and increasingly as a partner for 

developers  

Operations Manager: will support the chief executive Roles and with particular responsibility for the 

property management and rent collection activities (until in later years dedicated service managers 

are recruited), as well as tenancy support and landlord liaison service. 

Finance Manager: responsible for managing the financial affairs of Capital Letters, in particular the 

spending of MHCLG grant, financial forecasting, managing overall income and expenditure and 

preparation of management accounts. 

Procurement Team Manager: responsible for managing the procurement team, including 

recruitment of external staff and developing combined team comprising borough transferred staff. 

IT Manager: responsible for firmwide technology and with particular responsibility for the successful 

development and implementation of property procurement IT system. 

HR Manager: responsible for firmwide recruitment and transfer of borough staff 

 

Operations Staff: 

Procurement Team: This team comprises staff transferred from boroughs combined with directly 

recruited Capital Letters procurement staff.  Staff team report to the Procurement Manager, and are 

assisted by dedicated team assistants.  Staff responsible for the procurement of new PRS and PSL 

properties from individual landlords as well as managing agents.  Staff manage lease renewals on 

existing properties.  Includes dedicated individual responsible for allocation of properties on a timely 

basis and in accordance with allocation policy. 

Property Management Team: Team comprise newly recruited staff who will be dedicated property 

managers.  Responsible for day to day repairs on properties as well as initial condition reports and 

confirmation that properties meet Capital Letters lettings standard, as well as end of lease 

dilapidations work.  Dedicated service available to both landlords and tenants to respond to 

maintenance issues.  Repairs to be conducted by approved selection of contractors.  Initially report 

to Operations Manager. 

Rent Collection Team:  Dedicated team of individuals responsible for rent collection activities and 

ensuring bad debts and voids are minimised.   Report to Operations Manager and Finance Manager, 

with weekly management information on rent collection rates. 

Tenancy Sustainment and Landlord Liaison Team: Dedicated team to support tenants maintain 

tenancies, particularly in relation to PRS and to support successful transition into PRS and avoid 

repeat homelessness.  Dedicated support at initial move in, with follow up visits after 6 and 12 

weeks to proactively address issues.  Team also provides a dedicated service to landlords to address 

any tenant issues and provide additional support as necessary. 

 

Financial Summary 
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The business plan makes a number of assumptions around activity.  Of particular significance is the 

procurement productivity.  It has been assumed that each procurement staff member procures an 

initial new 70 properties per year in Year 1, before this increases to 75 in Year 2 and 80 in Year 3.  

This improvement is based on an assumption that Capital Letters becomes established as a 

significant player in the London housing market reducing search time, as well as improved process 

efficiency allowing staff to become more effective at sourcing property. 

Key additional assumptions include: 

• 60% of properties are PRS in Year 1, increasing to 80% by Year 3 

• Average length PRS tenancy 2 years, and average initial PSL lease length is 3 years 

• 70% of PSL leases extended at the end of Year 3 

• Proportion of PSL properties which are agent sourced declines from 50% in Year 1 to 30% in 

Year 3. 

• Each member transfers an average 500 properties to Capital Letters  

• Capital Letters undertakes rent collection for 10% of PRS properties, 100% of agent sourced 

PSL and 80% of directly procured PSL.  Capital Letters is forecast to undertake rent collection 

for 50% of transferred properties.    

• Capital Letters undertakes management for 5% of PRS properties, 25% of agent sourced PSL 

and 80% of directly procured PSL. Capital Letters is forecast to undertake management for 

50% of previously borough managed properties which are transferred, but 0% of transferred 

properties which are currently agent managed. 

Table 3. highlights the forecast procurement activity.  Overall number of new properties procured 

increases to over 9,000 by Year 3.  The cumulative number of properties procured totals over 19,000 

by the end of Year 3.   

The total number of properties to be managed by Capital Letters is forecast to reach over 30,000 

properties by the end of Year 3 (of which 44% reflect properties transferred from boroughs).  Overall 

Capital Letters is expected to undertake rent collection for almost 13,000 properties and 

management for over 5,000 properties.  

Table 3. Summary of Capital Letters procurement, and stock of properties available 

 

Year 0 Year 1 Year 2 Year 3

Procurement per staff member n.r 70 75 80

Number PRS Procured 50 2,027 4,936 7,552

Number PSL Procured 33 1,350 2,114 1,888

Total Number Procured 83 3,377 7,050 9,440

% PRS 60% 60% 70% 80%

Cumulative number of PRS procured 50 2,077 7,013 14,565 73%

Cumulative number of PSL procured 33 1,383 3,497 5,385 27%

Cumulative number of properties procured 83 3,460 10,510 19,950 100%

Cumulative number properties transferred to CL 0 5,000 12,500 14,000 44%

Stock of CL procured PRS properties 50 2,077 6,963 12,488 39%

Stock of CL procured PSL properties 33 1,383 3,497 5,375 17%

Total Stock of Properties Available 83 8,460 22,960 31,863 100%

Year 0 Year 1 Year 2 Year 3

Number of properties CL undertakes rent collection 35 3,953 10,051 12,969

Number of properties CL undertakes management 20 1,330 3,550 5,171
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Table 4. below summarises the budget for Capital Letters over the implementation period (Year 0) 

and the first three full years of operation.  

Table 4. Summary income for Capital Letters (£ mn) 

 

 

Funding Structure  

Capital Letters has five principal sources of funding.  These are:  

• rents received from tenants (79% of income) 

• contribution to rents and placement incentives from MHCLG and boroughs (5%) 

• fees for services provided such as management or rent collection, paid by boroughs for 

transferred or procured PSL properties or from private landlords/agents  (11%)  

• SLA payments from boroughs to cover costs of existing staff transferred to Capital Letters 

(2%).  This figure may not show as Capital Letters income depending on the nature of the 

final SLA agreements with boroughs.  It has been assumed SLA income is based on staff costs 

(salary plus NI and pension) plus an additional 20% to cover additional staff direct costs such 

as travel, IT, training etc which Capital Letters will now cover 

• central cost contribution from MHCLG towards additional staff, senior management and 

central costs such as premises and IT (2%)  

Table 5. summarises the payments contributions to Capital Letters from boroughs and MHCLG. 

Table 5. 

 

Borough Funding: 

It is anticipated that boroughs may contribute to topping up rents for PSL agreements by a fixed 

amount.  This amount is likely to be reviewed on an annual basis for new lease agreements to reflect 

the updated Annual Business Plan.  An initial figure in the region of £30 per property per week has 

been proposed, but the exact amount will likely be confirmed with the initial “A” member boroughs. 

£ mn Year 0 Year 1 Year 2 Year 3 Years 0 - 3 % total

LHA rent (all rent collection) £0.1 £52.0 £132.8 £190.9 £375.8 79%

MHCLG Contribution (PSL) £0.0 £1.3 £3.1 £4.4 £8.9 2%

Borough Contribution (PSL) £0.0 £1.3 £4.1 £7.3 £12.7 3%

Rent Collection Fee Income £0.0 £5.3 £13.2 £18.7 £37.2 8%

Management Fee Income £0.0 £2.2 £6.0 £9.8 £18.0 4%

Procurement SLA Income £0.0 £1.8 £4.2 £5.4 £11.3 2%

MHCLG central cost contribution £2.0 £2.5 £2.5 £2.0 £9.0 2%

Additional central cost funding - unconfirmed £0.0 £0.0 £0.0 £0.0 £0.0

Total Income £2.2 £66.4 £166.0 £238.3 £472.9 100%

Year 0 Year 1 Year 2 Year 3

INCOME INPUTS

PRS placement incentive - per unit (MHCLG) £2,000 £2,000 £1,050 £700

PRS placement incentive - per unit (borough) £1,500 £1,500 £2,450 £2,800

MHCLG contribution to PSL - per unit per week £30 £30 £15 £10

Borough contribution to PSL - per unit per week £30 £30 £30 £30

Rent Collection fee - per unit per week £30 £30 £30 £30

Management fee - per unit per week £43 £42 £41 £41

Overhead contribution for transferred procurement staff (SLA)* 20%

*additional non-salary staff + team admin staff costs for transferred staff that now covered by CL having previously 

been covered by boroughs
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This figure is likely to increase for leases taken out in the second and subsequent years, as MHCLG 

support is spread more thinly between properties. 

Boroughs who opt for Capital Letters to collect rent on PSL properties are expected to pay a fee.  

This has been costed based on staff costs (salary+pension+NI) with an allowance for central cost 

overheads (47%), as well as assumed costs for bad debt and voids (6.5% of gross rent). This suggests 

a figure of approximately £30 per week for guaranteed rent collection.  It is proposed that Capital 

Letters adopts an open book basis for the first year to allow this figure to be calibrated.  Landlords 

will be offered a fixed fee if they accept this service 

Boroughs will also potentially opt for Capital Letters to manage properties.  This figure has been also 

costed based on staff costs, plus estimated figures for maintenance (£750 per property per year), 

major repairs and dilapidations (£350 p.p.p.y) and other costs (£200 p.p.p.y.).  Over time it is 

assumed there is some productivity in the management team and this is reflected in an assumed 

declining price for this services from £43 per property per week to £41 over the initial three years. 

MHCLG funding: 

MHCLG funding is expected to come in three areas:  

• Contribution to PSL leases.  This top up is assumed to be fixed for the life of the initial lease 

(c. 3 years on average), but on a declining scale over time.  Leases entered into during Year 1 

are assumed to receive £30 per week top up (to be paid on those leases through Years 1, 2 

and 3), whereas lease entered into during Year 2 receives a lower figure of £15 per week for 

its three year life.  The assumed contribution declines further to £10 per week in Year 3. 

• PRS placement incentive:  It is proposed a one off contribution is made towards placement 

incentives  made to landlords offering a PRS tenancy for either discharge or prevention.  The 

property cannot have already been offered in the preceding two years, and the tenancy 

must be a minimum two year term.  The incentive contribution is estimated at £2,000 per 

unit in Year 1, declining to £1,050 in Year 2 and £700 in Year 3, with exact figures subject to 

variation based on overall performance 

• Central cost contribution:  MHCLG is forecast to provide a contribution to central costs, 

covering additional procurement staff directly recruited by Capital Letters, tenancy 

sustainment and landlord liaison staff, as well as contribution for senior management and 

central costs such as IT and premises. The central cost funding is also assumed to be used to 

provide Capital Letters with a working capital facility and allow the company to build a cash 

reserve (equivalent to c. 3 months salary costs). The Central cost contribution may be 

increased if necessary to ensure sufficient staff and other resources are available to ensure 

that the required number of properties are acquired. If so, this will be at the expense of 

reduced contributions to PRS and PSL properties.    

Table 6.  illustrates the anticipated spend of MHCLG funding.  It is forecast that £38m of funding 

would be committed by the end of Year 3, but only £32.5m cash spend would have occurred in this 

period due to the multi-year nature of PSL lease contributions.  Of the £38m committed 38% would 

be on PRS incentives, 38% on PSL lease contributions and the remaining 24% on central costs and 

reserves. Given the assumed nature of the lease agreements, the MHCLG funding commitment 

exceeds the cash spend throughout the forecast period. Given the potential flexibility of lease 

contributions and PRS placement fees, there would be sufficient flexibility for Capital Letters 

management team to respond to future changes in MHCLG funding and adapt the business plan 

accordingly. 
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Table 6. 

 

It should be noted that the £9.0m assumed of central cost funding from MHCLG is principally related 

to supplementary operational staff hired.  It has been assumed that Capital Letters will hire some 

procurement staff directly to augment those staff transferred from boroughs.  42% of the central 

cost contribution relates to these staff. A further 20% of the central cost contribution relates to 

additional staff hired to undertake tenancy sustainment and landlord liaison activities to reduce 

repeat homelessness. 5% relates to senior staff salaries and central costs not already partially 

funded from other income streams and a further 32% monies allocated to working capital and 

reserves held to cover 3 months staff salary in the event of a need to wind up operations.  

Table 7.  Breakdown of MHCLG central cost funding, 62% spent on additional operational staff 

 

 

Costs 

Table 8. summarises the costs sides of Capital Letters.  Full details and the assumptions made can be 

found in the excel model underpinning the business plan shown at Annex 1. 

• 85% of forecast expenditure relates to payments made to landlords for accommodation  

• Voids and bad debts reflect 5% of expenditure (estimated to be 6.5% of gross rent) 

• Other property management costs are 2% of expenditure reflecting maintenance costs for 

properties 

£ mn 18/19 19/20 20/21 21/22

MHCLG CONTRIBUTION Year 0 Year 1 Year 2 Year 3

MHCLG contribution (amounts committed by CL)

PRS incentives £0.1 £4.1 £5.2 £5.3

PSL incentives £0.2 £6.3 £4.9 £2.9

Central cost funding £2.0 £2.5 £2.5 £2.0

Total £2.3 £12.9 £12.6 £10.2

MHCLG contribution (amounts committed by CL) - cumulative % total

PRS incentives £0.1 £4.2 £9.3 £14.6 38%

PSL incentives £0.2 £6.5 £11.4 £14.4 38%

Central cost funding £2.0 £4.5 £7.0 £9.0 24%

Total £2.3 £15.1 £27.8 £38.0

Cash spend of MHCLG contribution

PRS incentives £0.1 £4.1 £5.2 £5.3

PSL incentives £0.0 £1.3 £3.1 £4.4

Central cost funding £2.0 £2.5 £2.5 £2.0

Total £2.1 £7.9 £10.8 £11.7

Cash spend of MHCLG contribution - cumulative % total

PRS incentives £0.1 £4.2 £9.3 £14.6 45%

PSL incentives £0.0 £1.3 £4.5 £8.9 27%

Central cost funding £2.0 £4.5 £7.0 £9.0 28%

Total £2.1 £10.0 £20.8 £32.5

Amount committed to future periods and not yet spent £0.1 £5.1 £6.9 £5.5

Breakdown of central cost funding (Years 0-3)

Unallocated Senior Staff £0.1 1%

Additional Procurement Staff (inc admin) £3.8 42%

Tenancy Sustainment and Landlord Liaison Staff £1.8 20%

Unallocated Central Costs £0.4 4%

Reserves £2.9 32%

Total £9.0

Note: Small contribution to senior staff and central costs from rent collection and management, assume pro-rata allocation)
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• Staff costs represent 6% of expenditure.  Procurement staff costs are based on survey 

responses from boroughs on existing procurement teams and estimated base salary levels 

plus NI and 22% contribution for pension. For the initial business case we have assumed a 

equivalent staff cost between directly hired Capital Letters staff and borough transferred 

staff, but there may be potential to achieve a lower average cost (particularly the pension 

contribution) for directly recruited staff. 

• Ongoing central costs represent 2% of costs, with rent of dedicated office space being the 

highest component of this (48%) followed by travel expenses (19%) 

 Table 8. Summary expenditure of Capital Letters Year 0 to 3, £ mn 

 

 

Commentary on financial performance 

Under the base case forecasts, Capital Letters is forecast to generate a small surplus which it is 

intended will be used to build up its reserves position, as shown in Table 9.  This is driven by the 

£9.0m contribution from MHCLG to additional staff hired by Capital Letters and to cover un-funded 

central costs.  It should be noted that this position is on a significant assumed turnover of a 

cumulative £473m over the first three years of operation and therefore is sensitive to changes in a 

number of forecast assumptions. Table 10. illustrates the impact on cumulative surplus deficit after 

3 years of a number of changes in operating assumptions. 

Table 9. Summary funding position – Capital Letters - £ mn 

 

 

 

 

Year 0 Year 1 Year 2 Year 3 Years 0 - 3 % total

Payments to Landlords -£0.2 -£54.6 -£140.1 -£202.6 -£397.4 85%

Voids and Bad Debts £0.0 -£3.6 -£9.1 -£13.2 -£25.8 5%

Other Property Management Costs £0.0 -£1.3 -£3.8 -£6.3 -£11.5 2%

Senior Management Team -£0.3 -£0.7 -£0.8 -£0.9 -£2.7 1%

Procurement Team -£0.1 -£2.4 -£4.7 -£6.0 -£13.3 3%

Property Management Team £0.0 -£0.5 -£1.3 -£2.1 -£3.9 1%

Rent Collection Team £0.0 -£0.7 -£1.8 -£2.4 -£4.9 1%

Tenancy Sustainment and Landlord Liaison Officers £0.0 -£0.3 -£0.6 -£0.9 -£1.8 0%

External - Non-Executive Directors £0.0 £0.0 £0.0 £0.0 £0.0 0%

Total Direct Staff Costs (inc NI and Pension) -£0.4 -£4.5 -£9.2 -£12.3 -£26.5 6%

Ongoing Central Costs -£0.3 -£1.6 -£2.9 -£3.8 -£8.5 2%

Set up costs (Yr 0) -£0.3 £0.0 £0.0 £0.0 -£0.3 0%

Total Costs -£1.2 -£65.6 -£165.1 -£238.1 -£470.0 0%

Surplus/(Deficit) £1.0 £0.8 £0.9 £0.2 £2.9

Year 0 Year 1 Year 2 Year 3 Years 0 - 3

Total Income £2.2 £66.4 £166.0 £238.3 £472.9

Total Costs -£1.1 -£65.4 -£165.6 -£238.0 -£470.1

Surplus/(Deficit) £1.0 £0.8 £0.9 £0.2 £2.9

Cumulative surplus/(deficit) £1.0 £1.7 £2.7 £2.9
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Table 10.  Summary sensitivity analysis of cumulative surplus base case business plan Year 0-3 (£ 

mn) 

 

 

Business Plan Revision Process   

Capital Letters management is tasked with developing an Annual Business Plan in a form to be 

approved by Members. This business plan will set out the implementation of the strategic objectives 

of the company, to include budgets, expenses and projected financial results for the year, as well as 

sources of funding.  It is a requirement of the Members Agreement that the company will update the 

business plan at least annually.  

The Board will be responsible for the operation of the company in accordance with the Business 

Plan.  The Business Plan will be prepared at least 60 days prior to the beginning of the financial year, 

and will be required to be approved by a majority of “A” members. In the event that a new business 

plan cannot be agreed, then the last approved version of the Annual Business Plan will remain in 

force until agreement is reached.  Full details of the requirements of the Annual Business Plan and 

approval process are outlined in the Membership Agreement. 

 

Annexes 

Annex 1. Business Plan Financial Model 

Annex 2. MHCLG Funding Cost Benefit Analysis  

Annex 2A. MHCLG Cost Benefit Analysis Spreadsheet  

Annex 3.  Allocations Policy 

Annex 3A. Allocations Calculation Spreadsheet  

£ mn Comment

Base case forecast £2.89 £0

£5 p.w. reduction in rent collection fee -£3.31 -£6.2 Change in income

£5 p.w. increase in rent collection fee £9.09 £6.2 Change in income

£5 p.w. reduction in management fee £0.70 -£2.2 Change in income

£5 p.w. increase in management fee £5.08 £2.2 Change in income

1% increase in voids and bad debts -£1.08 -£4.0 Change in direct costs

1% reduction in voids and bad debts £6.87 £4.0 Change in direct costs

£250 increase in costs of management £0.68 -£2.2 Change in direct costs

£250 decrease in costs of management £5.10 £2.2 Change in direct costs

Reduction in procurement productivity by 5 unit per year £2.89 £0.0

Increase in procurement productivity by 5 unit per year £2.85 £0.0

10% reduction in rent collection staff productivity £2.24 -£0.7

10% increase in rent collection staff productivity £3.49 £0.6

10% reduction in management productivity £2.33 -£0.6

10% increase in management productivity £3.33 £0.4

1% p.a higher salary inflation assumption £2.56 -£0.3 Increase in staff costs

1% p.a lower salary inflation assumption £3.22 £0.3 Reduction in staff costs

Cumulative operating 

surplus/deficit (years 0 - 3)

Difference vs 

base case

Limited impact due to lower volumes 

means other activities reduced 

Staff costs and associated central cost 

changes due to staff numbers

Staff costs and associated central cost 

changes due to staff numbers
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Annex 4. Risk Register  

Annex 5.  Articles of Association    

Annex 6. Membership Agreement  

Annex 7.  Service Level Agreement 

Annex 8.  Property Management Agreement 

Annex 9.  Lease 

Annex 10. Assured Shorthold Tenancy Agreement 

Annex 11. Secondment Agreement 

Annex 12. IT Platform Specification   


