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Wasting public money

In 2014-2015 Local Government long term 
debt totalled £85.7 billion, and was in the 
form of: :  1
• Loans from Central Government via the 
PWLB (75%) 
• Loans from private banks (14%)  
• Loans from other Councils, households 
or companies (6%)   
• Issuance of municipal bonds (5%)  

 

Local Government Borrowing 
Source: local.gov.uk 

Central Government has encouraged Local 
Authorities to borrow less from the PWLB  

and more from private banks, to push debt 
off its own balance sheet. As a result, profits 
tha t wou ld be re ta i ned by Cen t ra l 
Government through interest on lending, and 
which would recirculate in the public sector, 
are instead going to the private banks. 

Borrowing from banks is more expensive 
and risky due to the type of loans they offer.  

It also unnecessarily wastes public funds, as 
every time a loan is signed, restructured or 
renegotiated by a public body, banks, 
advisors, lawyers and brokers make large 
profits by way of additional fees and charges.   

Borrowing from banks is more 
expensive and risky

Advisors, brokers and banks have been 
actively persuading Councils to borrow from 
them instead of Central Government in order 
to expand their balance sheets, churn fees, 
and generate profit.  

Local Government debt is highly prized by 
private investors as Councils theoretically 
cannot default because Central Government 
should intervene as “lender of last resort” 

 DCLG - Local Authority Borrowing and Investments 2014-2015:  bit.ly/LADA-DCLG-tables1
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LOCAL AUTHORITY DEBT: 
expensive and risky bank debt

Local Authorities are borrowing from private banks instead of the 
Public Works Loan Board (PWLB), even if it is more risky and 
expensive to do so. Central Government is encouraging this, as it 
pushes debt off its own balance sheet. As a result taxpayer money 
is being unnecessarily wasted, and profits from lending are going to 
the banks rather than recirculating to the public sector.

http://bit.ly/LADA-DCLG-tables


when a Council gets into trouble. Should a 
Council default on debt obligations, natural 
recourse for private lenders would be to seize 
public assets such as housing association 
stock, hospitals and schools. Effectively, 
privatising public assets or services. 
       
Bank lenders cannot compete with the 
PWLB’s low fixed-rate 20-50 year loans on a 
like-for-like, cost-competitive basis. Therefore, 
to win business, bank lenders either extend 
the term of the loan to 60-70 years to reduce 
the cost of each interest payment, and/or 
propose an initial low interest rate called a 
“teaser rate” to sweeten the deal. 
       
Most long-term loans from banks have 
interest rates that vary over time and that are 
based on different market variables. Because 
of the dependence on other variables, and 
the long duration of the loans, it is difficult to 
predict the overall interest rate over the life 
of the loan. Therefore banks package 
derivatives with the loans to “hedge” the 
interest rate risk. But derivatives are used for 
speculating as well as hedging, and introduce 
other risks.  

A typical derivative used to make loans more 
attractive is an interest rate swap, which can 
be described as a bet on a series of future 
changes in interest rates. Due to the high 
risks involved, Local Authorities were 
prohibited from taking out interest rate 
swaps contracts fo l lowing the 1989 
Hammersmith and Fulham vs Goldman Sachs 
case. 

The Hammersmith and Fulham 
vs Goldman Sachs case

In the 1980’s 137 Councils including 
Hammersmith and Fu lham had been 
encouraged by banks and brokers to enter 
into hundreds of interest rate swap 
agreements.  Under these swap contracts the 2

bank would pay the Councils if interest rates 
fell, and the Councils would pay the banks if 
rates increased. Hammersmith Council was 
the largest player in the UK interest rate 
swaps market. It had signed hundreds of 
swaps contracts placing UK taxpayers on the 
hook for £6 billion in potential losses as 
interests rates moved against the Council in 
favour of Goldman Sachs. UK Government as 
the “lender of last resort” to Councils, took a 
keen interest in the case, as the liabilities 
snow-balled, and Council defaults and 
Government bailouts to repay the bank 
lenders, became a realistic proposition. 
       
Ultimately, the matter was decided in the 
House of Lords (the highest court in the UK 
at the time), where judges scouring the fine 
print of the 1972 Local Government Act ruled 
that Councils entering into stand-alone swaps 
and derivatives contracts was “ultra- vires”, or 
outside Council’s legal powers.  The Lords 3

ruled it was not a Council’s role to be 
speculating on interest rates, and 
taxpayers should not be held liable, much to 
the anger of bankers in Wall Street and the 
City of London. 
       
The ruling has not stopped bankers from 
finding inventive ways of “engineering 
around” the legal restrictions by designing 
new forms of loan products for the public 
sector which hide risk by embedding 
derivatives within the loan contracts. Debt 
Resistance UK has been investigating these 
types of loans. 

 Duncan Campbell Smith - Closing the Swap shop - 2008: bit.ly/LADA-HandF22

 The New York Times - British Court invalidates some financial swaps - 1989: bit.ly/LADA-HandF3
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http://bit.ly/LADA-HandF2
http://bit.ly/LADA-HandF


The LOBO loan “options”

LOBO stands for Lender Option Borrower 
Option and is typically a very long term loan - 
for example 40-70 years. The starting 
interest rate of a LOBO loan is usually quite 
low, known as a “teaser rate”, but at pre-
agreed call dates, such as every 6 months or 
5 years, banks have the “option” to increase 
the rate. The Council then has the ”option” to 
either accept the new rate, or repay the loan 
in full. 

To do so, in most cases, the Council will have 
to borrow more money and to make it cost 
effective, the interest rate of this new loan will 
have to be lower than that of the LOBO loan 
that is being repaid. To keep the Council 
trapped in the loan the bank will therefore 
tend to raise LOBO loan interest rates to just 
below the rate at which the Council would 
otherwise refinance to pay it off. 
       
With LOBO loans Local Authorities are 
essentially locked into a lose-lose bet with the 
banks:   
• If interest rates go up, the bank will raise 
the LOBO loan rate to just below the 
market rates. 

• If interest rates go down, the bank will 
keep the LOBO loan rate as it is. In other 
words it will not exert its “option” and 
therefore the Council won’t have the 
“option” to exit the LOBO loan, without 
paying a high penalty fee. 

By being locked into LOBO loans, some 
Councils are now facing 7-9 % interest 
rates, more than three times current rates of 
lending from the PWLB.  

The cost of LOBO Loans

If a Local Authority does decide to exit a 
LOBO loan by paying it back in full without 
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LOBO LOANS:  
a lose-lose bet with the banks

Debt Resistance UK (DRUK) has exposed suspicious lending 
practices between the private sector and Local Government, in the 
form of Lender Option Borrower Option (LOBO) loans. Currently at 
least 240 Councils hold LOBO debt which is estimated to be about 
£15bn across the UK. LOBOs were also sold in significant volume 
by banks to Housing Associations and Universities. 



waiting for the bank to exercise its option, it 
will be charged a “breakage fee” based on 
the gain the bank expects to make on the 
loan. Analysis has shown that for some loans 
the “breakage fee” alone can be higher than 
90% of the LOBO loan.  

This is an indication of how much profit 
banks are earning from these contracts.  On 4

the day a deal is signed, banks book upfront 
the profits they expect to make over the 
lifetime of the loan. It has been estimated 
that on £15 bn of LOBO loans banks have 
already booked an upfront profit of 
£1.5-2 bn.   5
                         
Due to the “optionality" and length of LOBO 
loans, the overall cost of a LOBO loan for a 
Council is very difficult to price without 
sophisticated pricing tools that the majority 
of Local Authorities will not have direct 
access to. Furthermore, due to lax Local 
Government accounting standards, the full 
cost of LOBO loans does not have to be 
shown in Council accounts, with the effect 
that the true costs of LOBO loans to Local 
Authorities remain hidden off-balance-sheet, 
until such time as the Council exits the loan.  6
Banks on the other hand use insider 
knowledge and sophisticated software to 
predict upfront how much they will earn over 
the lifetime of the loan. 

Banks also on-sell the loans to other lenders, 
and/or hedge the interest rate risk through 
derivatives, for example replicating the 
“option" internally and selling it on the 
market.  Local Authorities have been 7

prohibited from using stand alone derivatives 
contracts, following the Hammersmith and 
Fulham vs Goldman Sachs ruling, and 
therefore had no safe and transparent 

hedging option, until 2011 when the Localism 
Act legalised derivatives use again. 

Another factor in favour of the banks is that 
LOBO loans are linked to LIBOR (London 
Inter-bank Offered Rate). which is the rate at 
which major banks would lend money to each 
other. In 2012 LIBOR was at the centre of a 
global scandal when it was discovered that, 
between 2005 and 2012, the benchmark had 
been deliberately manipulated by a cartel of 
16 global banks. Investigation extended to 
brokers and traders who were in direct 
communication with bankers allowing them an 
advantage in predicting that day's rate fixing. 
The major banks who were providing LOBOs, 
like Barclays and RBS, were involved in the 
scandal, as well as the brokerage firm ICAP. In 
particular RBS provided contentious “inverse 
floater” LOBO loans pegged to LIBOR. There 
are therefore grounds for a legal challenges 
against LOBO loans based on fraudulent 
misrepresentation as the Councils wouldn’t 
have entered loans had they known that the 
banks were manipulating the benchmarks of 
the embedded derivatives.  

 Communities and Local Government Committee - Local Councils and LOBOs- 2015: http://bit.ly/LADA-DCLG-evidence14

 Communities and Local Government Committee - Local Councils and LOBOs- 2015: http://bit.ly/LADA-DCLG-evidence15

 Nick Dunbar - Lost LOBOs - 2014: http://bit.ly/LADA-lostLOBOs6

 Nick Dunbar - Lost LOBOs - 2014: http://bit.ly/LADA-lostLOBOs7
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Example of Loan Portfolio: Kent County Council 
Blue line = total loan principal of Kent’s LOBO portfolio 
Red line = total cost for Kent if it were to repay the 
loans today based on mark-to-market value 

Green line = Value of LOBOs in Kent’s annual accounts

http://bit.ly/LADA-lostLOBOs
http://bit.ly/LADA-DCLG-evidence1
http://bit.ly/LADA-lostLOBOs
http://bit.ly/LADA-DCLG-evidence1


Brokers

When Councils take out a LOBO loan they do 
not usually deal directly with the banks. Often 
they rely on brokers, who charge substantial 
fees to obtain and structure the deals. In the 
case of LOBO Loans, Freedom of Information 
(FOI) requests have shown that the main 
brokers were ICAP and Tullett Prebon. 
       
Brokerage fees tend to be a percentage of 
the loan and can reach as high as £96,000. 
       
Based on the analysis of 186 LOBO deals 
where broker and fee are known to us: 
• The average broker fee for a LOBO loan 
is £25,727 or 0.187% of the loan 

• Broker fees for LOBO loans have cost 
Councils at least £30m overall. 

       
At the same time brokers also receive fat 
commission payments from the banks, as 
compete for the best deals. The exact 
amounts have not been disclosed, but 
considering the upfront profits the banks 
made in providing LOBO loans, we can expect 
them to be quite substantial. 

Treasury Management Advisors

As the average councillor is not a financial 
expert, to support financial decisions 
regarding borrowing and investing, Councils 
pay for ‘independent’ advice from the 
financial sector, through firms known as 
Treasury Management Advisers (TMA). 
       
The main TMAs in place when LOBO 
contracts were signed were Butlers (part of 
ICAP) and Sector (part of Capita). In 2011 
Butlers and Sector merged and are now 
known simply as Capita Asset Services. 
       
The role of TMA companies was criticised 
following the Icelandic banking crisis, when 
local authorities lost £1 billion on deposit with 
the Icelandic banks that crashed in 2008.  8
The main TMA firms then, with a combined 
84% market share, were again Butlers and 
Sector. 
       
When Local Authorities take out a loan, they 
can invest the funds with banks for up to 
three years before they have to commit them 
to the relevant capital project for which they 
borrowed. With LOBO loans, Local Authorities 
could borrow cheaply in the short-term, 

 The Guardian - Councils could lose £1bn after bank collapse - 2008: http://bit.ly/20GOzwC8
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HOW DID THIS HAPPEN: 
conflict of interest in L.A. finance

Local Authorities rely on the private sector to structure, broker, 
advise on and manage their financial affairs. Firms not only charge 
high fees, but act with significant conflicts of interest, whilst 
encouraging Council treasurers to behave like short term, profit-
driven investment bankers.      

http://bit.ly/20GOzwC


thanks to the teaser rates, and invest the 
funds on the market to earn higher interest. 
                         
With LOBO loans, advisors, banks and 
brokers incentivised Council treasurers to 
behave l ike short term, profit-driven 
investment bankers, and the advice on 
borrowing and investment of these funds 
came directly from the same financial 
companies who lost Councils millions in 
Iceland in 2008. 

Conflict of Interest

At the time of the Icelandic scandal, concerns 
were not only raised regarding Council losses 
during the crisis, but also with regards to 
c l ea r confl ic ts o f i n te res t be tween 
subsidiaries and parent financial companies 
involved in the deals. While one part of the 
organisation (Butlers) was providing financial 
advice on Council investment, another part of 
the same organisation (ICAP) was earning 
brokerage commission on trade referred to it 

exclusively by the advisor, earning substantial 
profits on both sides of the trade.  9
                         
A similar dynamic appears with LOBO loans:   10

• In deals where Butlers acted as adviser, 
ICAP, part of the same company, were 
chosen by Councils as brokers 84% of 
the time. 

•  n the deals where Sector/Capita acted 
as adviser, Tullett Prebon acted as broker 
60% of the time.  

• There is also evidence that Capita was 
receiving undeclared kickback payments 
from Tullett Prebon and ICAP.  11

                         
A l l scenar ios ca l l into quest ion the 
independence of the advice upon which Local 
Authorities relied and highlight the need for 
regulation of the sector. 
       
Given the high profits being made by brokers 
and advisors when Local Authorities borrow 
from banks, it is hard to believe that LOBO 
loans have been recommended with the 
interests of Councils and taxpayers in mind. 

  Communities and Local Government Committee - Local Authority investment - 2009: http://bit.ly/LADA-Iceland-TMA9

 Based on analysis of contract obtained via FOI requests where both brokers and advisors are known.10

 Sector Treasury Services Ltd / Butlers merger inquiry (CC), Appendix A, Note 14 http://bit.ly/LADA-sector-butler-merger11
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http://bit.ly/LADA-sector-butler-merger


No public oversight

LOBO loan contracts are not publicly available 
without making Freedom of Information (FOI) 
requests, and have been in many cases 
refused even to councillors.     

Currently, Local Government finance is 
completely unregulated by the Financial 
Conduct Authority (FCA) and Prudential 
Regulatory Author i ty (PRA) . Loca l 
A u t h o r i t i e s a r e c o n s i d e r e d t o b e 
“sophisticated” borrowers according to the 
FCA. This means that Councils are expected 
to hold the necessary experience and 
knowledge to fully understand complex 
financial risks when borrowing and investing 
public funds. 
       
Since the Audit Commission was closed due 
to Central Government cuts as of 31 March 
2015, no effective scrutiny of Council 

financial decisions by Government exists. The 
Audit Commission was the only independent 
government body directly responsible for 
scrutinising Council spending activities. 

Audit work is now undertaken by the 
National Audit Office and primarily the big 
four accountancy firms (Deloitte, Ernst & 
Young, PricewaterhouseCoopers, KPMG) who 
have proven countless times to act in the 
interests of their City of London fee paying 
clients, rather than the interests of the 
taxpaying public.   12

The whole audit system is beset with 
enormous conflicts of interest ‒ which are 
ignored by Government and financial 
regulators. As local residents we have certain 
rights we can exert to hold Councils to 
account. Debt Resistance UK are calling on 
citizens across the country to use them take 
action. 

 The Guardian - Big four accountants use knowledge of Treasury to help rich avoid tax - 2013: bit.ly/LADA-big412

    The Guardian - Big four accountancy firms “too close to company bosses” - 2013: bit.ly/LADA-big4a
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WHO IS WATCHING? 
no public oversight

Local Authority finance is unregulated by the Financial Conduct 
Authority (FCA) and the Prudential Regulatory Authority (PRA). 
Documents regarding borrowing from private banks are not 
available to the public, or to elected councillors, whilst auditing is 
outsourced to the panel auditors of the banks, the big four 
accounting firms. 

Response of the FCA regarding LOBO Loans

http://bit.ly/LADA-big4
http://bit.ly/LADA-big4a
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UK Local Authorities borrowing above £50 million from UK banks 
Source: DCLG Borrowing and Investment Tables 2014-2015



Participating in the Investigation

Debt Resistance UK (DRUK) is undertaking an 
in-depth investigation into the use of LOBO 
loans. The ongoing research makes use of : 
• Documents publicly provided online by 
the various institutions involved 

• Statement of accounts and related 
documents of Local Authorities 

• Hundreds of Freedom of Information 
(FOI) requests sent to more than 250 
Councils through the platform 
www.whatdotheyknow.com 

• Media coverage  
• Interviews and expert opinions 

A lot of the informat ion needed to 
understand the full issue is not in the public 
realm and is shrouded in secrecy, justified by 
commercial sensitivity.  

DRUK has made it a priority to publish the 
findings and links to the original documents 
on the website lada.debtresistance.uk so that 
other organisation, citizens and journalists 
can easily access them and use them to tell 
their own stories. 

DRUK also provides workshops for anyone 
interested in investigating further or taking 
action against LOBO loans.  
  

We encourages people to contribute to the 
investigation in the way they find most 
appropriate and without needing to be a 
member of DRUK. Some relevant expertise 
that would be particularly useful are: 
• Financial Analysts 
• Accountants 
• Lawyers 
• Journalists 
• Researchers 
• Developers 
• Data analysts  
• Data visualisers 
• Graphic Designers 

DRUK also welcomes anyone who has worked 
or is working in any of the organisations 
mentioned, be it a Council, a bank, a 
b r oke r age company o r a Tr e a su r y 
Management Advisory to share their insider 
view and knowledge. 

Taking action as a shareholder

DRUK has engaged in shareholder activism to 
bring the issue to the attention of the 
corporations involved and to the media.  

Members of DRUK attended the Annual 
General Meetings (AGMs) of The Royal Bank 
of Scotland, Barclays and CAPITA and have 
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WHAT CAN BE DONE? 
Citizens vs Financial Institutions

Debt Resistance UK are calling for a citizen debt audit. Our aim is to 
create a distributed network of people and organisations taking 
action against LOBO loans. This is not an attack on Local 
Government, but an attempt to reclaim our democratic institutions 
and the common resources they manage from the powerful 
clutches of the financial sector.



ask CEOs & Boards direct questions about 
LOBO loans. 

Shareholder activism allows to confront 
corporations directly and obtain information 
& commitments from management, who are 
obliged to respond, while raising sensitive 
topics in front of other shareholders and the 
mainstream media.  

The NGO ShareAction can provide training 
and support to citizens who want to make 
use of this kind of action. 

Objecting against LOBO loans

Under the Audit Commission Act, Local 
residents have the right to object to items of 
their Local Authority accounts and ask that 
the external auditor prepares a public 
interest report on the issue, and/or asks for 
a High Court declaration that a financial 
decision was unlawful. 

DRUK has supported residents in 24 Councils 
to file objections against LOBO loans 
requesting they are declared ‘irrational’ 
expenditure and therefore unlawful. It is now 
in the hands of the external auditors and the 
Councils to take these objections forward. 

If the High Court will rule that borrowing via 
LOBO Loans was irrational ‒ the loans could 
be cancelled, as happened with the 1989 
Hammersmith and Fulham case. 

The right to object can be exercised only a 
few months a year, during the summer. We 
invite citizens who want to object next 
summer to get in touch. We can provide 
basic support. 

Working with Councillors

DRUK’s campaign against LOBO loans is not 
an attack on Local Government, but an 
attempt to reclaim local democracy from the 
financial institutions. We therefore would like 
to collaborate with councillors of any political 
alignment who are prepared take action in 
this direction.  

We invite councillors and Local Authorities to: 
• Make information regarding LOBO loan 
borrowing public  
• Ask for a public interest report on LOBO 
loans 
• Contest the legality of LOBO loans and 
challenge the conflict of interest of 
private institution (banks, brokers, 
advisors) involved in their mis-selling 
• Improve the financial literacy of 
councillors and officers 
• Ask that the finance officers prioritise 
borrowing from the PWLB  instead of 
private banks.  
• Demand that the PWLB serves the 
interest of Local Authorities and citizens 
by keeping interest rate profit margins 
low 
• Request appropriate regulation of Local 
Authority finance, improve transparency 
and accountability and demand truly 
independent scrutiny 
• Work towards new forms of Local 
Authority finance that anchor wealth 
locally in communities 

DRUK can support Councils and councillors 
with briefings, workshops and coordinated 
actions.  
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Building Solidarity  

DRUK aims to build a network of groups 
working in solidarity for fair, just and 
transparent Local Government finance. 

Local Government is facing huge and 
unnecessary cuts from Central Government. 
By cancelling or restructuring LOBO loans, we 
could save Councils millions of pounds that 
are being unnecessarily wasted, providing 
funds for local services rather than the 
financial sector. 

DRUK promotes solidarity between groups 
and individuals, who, while acknowledging 
their differences, are prepared to work 
together for the common good. We aim to 
provide such campaigners with tools and 
information to support their own local battles.  
 

In Scotland, DRUK is working with trade 
union activists to link upcoming Council 
austerity cuts (2000 Council job losses 
planned) with crippling PWLB and LOBO loan 
repayments.  
       
In the London Borough of Newham, an 
extreme example among Councils with 
£563m of LOBO loans debt, DRUK is working 
with local anti-cuts and housing groups.  
Newham Council is paying £51 million in 
interest payments every year, corresponding 
to 80% of it’s annual income from Council 
tax, while enforcing cuts on services of £50 
million. 

We are also aware LOBO loans have been 
so ld to Housing Assoc iat ions and 
Universities and hope to extend the 
campaign to these institutions in the next 
year. 
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London Boroughs Interest Payments as % of Council Tax Income 
Source: Council Accounts 2014-2015



Attracting Media Coverage

DRUK uses extensively its own media 
platforms and social media to share 
information about LOBO loans and engage 
with residents, politicians and journalists. 

Thanks to financial journalist Nicholas Dunbar, 
Channel 4 Dispatches produced a 
documentary based on the data obtained by 
DRUK via FOI.  It aired on 6 July 2015 and 13

included interviews with financial experts and 
politicians, including Clive Betts MP, chairman 
of the Communities and Local Government 
(CLG) Select Committee. 

Since then LOBO loans have been covered in 
The Financial Times , The Evening 14

Standard , The Independent , The 15 16

Guardian , Russia Today  and many local 17 18

outlets.  

We encourage residents to solicit their local 
media to cover the story. DRUK is available 
for briefings or quotes 

Calling on Central Government

DRUK has repeatedly tried to draw the 
attention of Central Government to LOBO 
loans.  

The 2015 Channel 4 documentary triggered a 
CLG Select Committee parliamentary inquiry 
that collected evidence from: 
• Financial experts 
• Whistleblowers     
• Councils and councillors 
• The Local Government Association (LGA) 
• The Chartered Institute of Public Finance 
and Accountancy (CIPFA) 
• The Financial Conduct Authority (FCA) 

The CLG committee has refused to pursue 
the investigation further, and has failed to 
provide documentation of the meeting where 
this decision was made.  

Following coverage in the FT and a statement 
by Andrew Tyrie for the Independent, more 
than 50 counci l lors, economists and 
politicians undersigned a letter asking the 
Treasury Select Committee to take action on 
LOBO loans.The Treasury Select Committee 
has to date, failed to respond. 

DRUK has met with the National Audit Office 
who are taking interest in the case, but have 
up to now refused to launch a formal inquiry.       

                         

 Channel 4 Dispatches - How Councils Blow Your Millions -2016: http://bit.ly/LADA-C413

 The Financial Times - Local councils suffer after taking out exotic loans - 2016: http://bit.ly/LADA-FT14

 Evening Standard - Council faces probe into “time-bomb” Lobo loans from City amid cuts in children’s services -2016:15

    http://bit.ly/LADA-ES

 The Independent:16

    Sent loco by Lobos? The great council loan controversy - 2016: http://bit.ly/LADA-indy1    
    RBS and Barclays made more than £300m selling questionable loans to UK councils - 2016: http://bit.ly/LADA-indy2
    UK local authorities could have been ripped off by controversial 'lobo' loans, MPs say - 2016: http://bit.ly/LADA-indy3

 The Guardian: The loans that have left councils impoverished and saddled with debt - 2016: http://bit.ly/LADA-Guardian17

 Russia Today: Council stuck paying high rates on LOBO loans - 2016: http://bit.ly/LADA-RT18

�14

Clive Betts interviewed by Channel 4

http://bit.ly/LADA-ES
http://bit.ly/LADA-indy1
http://bit.ly/LADA-indy2
http://bit.ly/LADA-indy3
http://bit.ly/LADA-C4
http://bit.ly/LADA-RT
http://bit.ly/LADA-Guardian
http://bit.ly/LADA-FT


Next steps
                         
DRUK aims to continue the Local Authority 
citizen debt audit through the following 
actions: 
       
1. Continuing the citizen led investigation 
and publishing results on our website 
lada.debtresistance.uk 

2. Providing citizens, grassroots groups, 
councillors and journalists across the UK 
with information and tools to: 
• Understand how Local Authority finance 
is managed   
• Obtain, interpret and present 
information on Local Authority finance 
• Demand transparency and 
accountability from Local Government 
and the external companies they 
contract to deliver services   
• Challenge non-transparent practices, 
conflicts of interest and decisions that 
have not been made in the public 
interest  
• Support other local struggles (housing, 
anti-cuts, etc)  

3. Supporting local citizens in using the Audit 
Commission Act to: 
• Inspect their Council’s accounts  
• Ask the external auditor questions about 
the accounts   
• Ask the external auditor to make a 
report in the public interest   
• Ask the auditor to bring the matter to 
the High Court for it to be declared 
unlawful 

4. Exploring options for legal challenges:  
• Fraud (conflicts of interest between 
brokers/advisors)   
• Fraud (LOBOs linked to rigged LIBOR)  
• Misrepresentation (banks/ brokers) 
• Judicial review of Local Authority 
decision to borrow via LOBOs not the 
PWLB 

5. Putting pressure on Central Government 
(NAO, CLG & Treasury Select Committees) 
to launch a full public investigation into 
LOBO loans.                                           

How you can help

DRUK is a small group of activists and 
researchers working on a voluntary basis. 
   
Given our limited resources we warmly 
welcome collaboration and support from 
other groups and individuals. 
       
Some ways you can help: 
• provide expert opinion/advice or insider 
information (financial, legal, municipal, …) 
• bring the issue to the attention of your 
local councillors   
• bring the issue to the attention of your 
local media and the mainstream media 
• share this information within your 
networks 
• donate resources to Debt Resistance UK
       

For more information please visit DRUK’s 
website on Local Authority Debt Audits: 
lada.debtresistance.uk and do get in touch 
with us via email at lada@debtresistance.uk. 
       
We look forward to hearing from you!  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http://lada.debtresistance.uk
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Example of a LOBO loan 
Obtained via Freedom of Information request



Accounts 
Council accounts are the financial statements 
that a Council must produce at the end of the 
financial year to show how money is received 
and how it is spent. 

Austerity 
Generally refers to the measures taken by 
governments to reduce public expenditures in 
an attempt to shrink national budget deficits. 

Balance Sheet 
A financial statement that summarises a 
company's assets, liabilities and shareholders' 
equity at a specific point in time. These three 
balance sheet segments give investors an 
idea as to what the company owns and owes, 
as we l l as the amount invested by 
shareholders. 

Breakage cost 
A fee paid by one party of a contract to 
another in order to terminate or cancel legal 
obligations. In the case of a loan or a 
derivative contract it is based on the 
expected payback the parties expected to 
receive over the time of the contract. 

Broker 
A individual or firm that arranges transactions 
between a buyer and a sel ler for a 
commission when the deal is executed. 

CIPFA 
The Chartered Institute of Public Finance and 
Accountancy is the only UK professional 
accountancy body to specialise in public 
services.  

Default 
The failure or refusal to meet the legal 
obligations or conditions of a loan. 

Derivative 
A financial instrument that can be described 
as a bet on how something will develop over 
time. It is so called because it does not have 
intrinsic value of its own, but “derives” its 
value from things or events external to itself. 

FCA 
The Financial Conduct Authority regulate the 
financial services industry in the UK. Their 
aim is to protect consumers, ensure the 
industry remains stable and promote healthy 
competition between financial services 
providers. 

FOI 
Under the Freedom of Information Act  2000 
members of the public are entitled to request 
information from public authorities. Public 
authorities include government departments, 
local authorities, the NHS, state schools and 
police forces. Recorded information includes 
printed documents, computer files, letters, 
emails, photographs, and sound or video 
recordings. 

Hedge 
An investment intended to offset potential 
losses/gains that may be incurred by another 
investment. A hedge can be constructed 
from many types of financial instruments, for 
example insurance or derivative products.  

Interest rate 
The rate at which interest is paid by 
borrowers for the use of money that they 
borrow from lenders. Normally expressed as 
a percentage of the original loan for a period 
of one year, can sometimes be expressed for 
different periods like for a month or a day. 
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Interest rate swap 
An interest rate swap can be described as a 
“bet” on a series of future changes in interest 
rates. A typical interest rate swap is an 
ag reement be tween two pa r t i e s to 
“swap” (exchange) a fixed-rate interest 
payments for floating-rate interest payments. 
This means that an agreement is made that if 
an interest rate rises above the fixed rate, 
one of the parties will pay the difference 
between the fixed and the floating rate, while 
if it falls below the other party will pay the 
difference. 

Lender of last resort 
An institution that offers loans to eligible 
institutions that are experiencing financial 
difficulty or are considered near collapse. 

LGA 
The Local Government Association is a 
politically-led, cross-party organisation with 
the aim to influence and set the political 
agenda on the issues that matter to Councils. 

LIBOR 
The London Inter-bank Offered Rate (LIBOR) 
is the rate at which major banks would lend 
money to each other. 

LOBO 
LOBO stands for Lender Option Borrower 
Option. It is typically a very long-term loan ‒ 
for example 40 to 70 years. The interest rate 
is initially fixed, but the lender has the 
“option” to propose or impose, on pre-
determined future dates, such as every 5 
years, a new fixed rate. The borrower has the 
”option” to either accept the new rate or 
repay the entire loan. The starting interest 
rate of a LOBO loan is usually quite low, 
designed to undercut PWLB loan rates, and is 
known as a “teaser rate”. 

Local Authority 
Local Authorities are democratically elected 
bodies responsible for the economic, social 

and environmental well-being of citizens and 
their local area. 

NAO 
The National Audit Office (NAO) scrutinises 
public spending for Parliament. 

PWLB  
Public Works Loan Board. An independent 
and unpaid statutory body whose function is 
to consider loan applications from Local 
Authorities and other prescribed bodies and, 
where loans are made, to collect the 
repayments 

PRA 
The Prudential Regulation Authority is part of 
the Bank of England and is responsible for 
the prudential supervision and regulation of 
banks, building societies, credit unions, 
insurers and investment firms. It sets 
standards and supervises financial institutions 
at the level of the individual firm. 

Teaser rate 
An introductory interest rate charged during 
the initial stages of a loan. The rate is not 
permanent and after it expires a normal or 
higher than normal rate will apply. 

TMA 
Treasury Management Advisers are private 
firms payed by Council to provide them with 
independent financial advice on Borrowing 
and Investment.  
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Debt Resistance UK (DRUK) are a group of activists and researchers set up to challenge the 
narrative of debt as inevitable and apolitical.  

We see debt as a tool to uphold the status quo, part of a system that redistributes wealth 
upwards, from the public to the private sector from the 99% to the 1%. 

We acknowledge that debt affects all of us, whether it is personal debt, local government debt, 
or national debt.  

Our aim is to research, inform, organise and take action to: 
• help people understand the mechanism of debt  
• shine a light on exploitative lending practices  
• resist illegitimate and oppressive forms of debt  
• challenge the financialisation of all aspects of our lives 
• promote an economic system not based on debt as a form of power and exploitation 

For more information on Debt Resistance UK: 
• website: www.debtresistance.uk 
• email: info@debtresitance.uk 
• twitter: @DebtResistUK 
• facebook: Debt Resistance UK  

For links and references for this text and for more information  
on DRUK’s Local Authority Debt Audits:  
• website: lada.debtresistance.uk 
• email: lada@debtresistance.uk 
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