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1

Introduction

1.1

Purpose of this Report
On 22 June 2016 in response to a written question about The Garden Bridge from Caroline Russell AM,
London’s Mayor Sadiq Khan issued the following statement:

“My decision [to continue funding the project] was based on a full analysis of all the future costs and benefits of
the project.
If the remaining funding for the Garden Bridge were to be withdrawn this would likely cause the cancellation of
the project. In that case, no benefits would be realised and there would be some winding-up costs that would fall
on the public sector.
If the public funding is maintained and the project is completed then the remaining public contribution will deliver
the £330 million of benefits described in the project's business case as well as the repayment of TfL's £20 million
loan to the Garden Bridge Trust.
The maintenance costs for the bridge after completion will be met by the Garden Bridge Trust, which has a
credible business plan in place to raise the funds needed to meet those costs.
On the balance of benefits and public costs, I have concluded it is in Londoners' and taxpayers' interests for the
bridge to be completed.” (London Assembly, Ref.: Question 2016/1967)

In principle – and from a strictly financial perspective – the logic that underpins this statement is sound.
Remarkably, some £37.7 million of the £60 million of promised public funding has already been spent. If the
project is stopped, then £22.3 million of public funding would be saved, but little or none of what has already
been spent can be recovered. If, on the other hand, the project is allowed to continue through to completion,
then £20 million of the £60 million would theoretically be recovered over time through repayment of Transport
for London’s (TFL) loan and a further £22 million would be recouped by the Exchequer through VAT payments
over the course of the project.
One can justifiably question how a capital project can spend nearly £40 million – or more than 20% of its total
budget – on preliminary works before all of the required land has been acquired and before all of its planning
conditions have been discharged. The “£330 million of benefits” from £60 million of public funding towards a
£175 million capital project could also be challenged on the basis that it ignores the opportunity cost of the
investment. The economic benefit of an investment, after all, can only be assessed by reference to its next
best alternative; and one has to assume that the same level of transport investment in areas that are genuinely
disconnected (e.g. East London) would surely generate an economic benefit that is orders of magnitude greater
than The Garden Bridge.
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But challenging the capital budget and the original Business Case is not the purpose of this paper. The purpose
of this paper is to objectively test the strength of the Business Plan.
As the Mayor intimates in his statement, his position is predicated on the strength of the Business Plan, a draft
of which was published – at his insistence – in May 2016. This is the Draft Operations and Maintenance
Business Plan (OMBP) dated March 2016, which describes the Trust’s business model and its projected income
and expenditure over the first five years of operation. 1
In a series of other recent statements – notably in response to questions at the State of London event on 30
June 2016 – The Mayor has insisted that no more public expenditure on the project should be sanctioned. This
principle was repeated and described as a “manifesto commitment” by the new Deputy Mayor for Transport:
“The Mayor’s manifesto commitment is no more public money on this project.”2

Here too, the Business Plan is critical, because the project’s planning consent is conditional on the Greater
London Authority (GLA) guaranteeing the project’s operating costs in perpetuity.3
It follows that if the Business Plan is not credible then these two important commitments cannot be met.
(1) If the Garden Bridge Trust cannot generate sufficient income to meet the project’s running costs, then
the resulting deficits will need to be bridged by the GLA, which implies more public funding than has
already been committed.
(2) Furthermore, if the operating surplus of the Bridge is not sufficient to repay its £20 million debt, then
the logic trail that says it is cheaper to complete the project than to stop it, is no longer valid and the
money already spent should be treated as ‘sunk cost’.
The position taken by The Mayor’s Office on the future of the Garden Bridge therefore rests fundamentally on
the strength of the Business Plan.
The purpose of this paper is to objectively evaluate that Plan and its key assumptions and thus to test the
taxpayer’s exposure to any further financial risk.

1.2

Executive Summary
After detailed analysis of the Operations and Maintenance Business Plan it is this author’s considered opinion
that the basic business model is flawed and the Business Plan targets are optimistic at best, but more likely
unachievable.

1.2.1

A Flawed Business Model
Before delving into the detail of individual line items and their underlying assumptions, Section 2 of this report
considers the business model in its broadest sense. The Trust’s business model is largely based on ‘voluntary
income’ – i.e. individual philanthropy and corporate sponsorship. The OMBP leans heavily on the precedent

1

http://content.tfl.gov.uk/garden-bridge-business-plan-march-2016.pdf
Val Shawcross, Deputy Mayor for Transport, City Hall Transport Committee Meeting, 13 July 2016
3 As per the Mayoral Decision of 22 April 2016: MD1647 Garden Bridge Guarantees
(https://www.london.gov.uk/decisions/md1647-garden-bridge-guarantees)
2
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set by large cultural attractions that operate under very different circumstances. All the same, it is worth
noting that while voluntary income represents between 10% and 30% of total income at cultural attractions
like Tate, V&A, Science Museum, Kew and the Royal Parks, it amounts to almost 70% of projected income for
The Garden Bridge.
The implications of this observation are significant:
1.

It introduces a high risk of ‘optimism bias’ (Section 2.3.1), which is not acknowledged in the OMBP
through any form of sensitivity or scenario analysis. In fact, even a cursory examination of the Business
Plan suggests that optimism bias is affecting the financial forecast.

2.

A large proportion of projected income is composed of interdependent income streams (Section
2.3.2). The Trust’s claim to have “a diversity of income opportunities and sources [that] reduces the
risk profile” (p.11) is simply not true. In fact, most of these voluntary income streams (representing
68% of all income) are inter-related and ultimately dependent on a single variable: the public’s
perception of the Garden Bridge. That so much of the business model rests on that single variable
makes it remarkable that no serious effort has been taken to objectively test market sentiment
towards the Bridge.

3.

The peculiar way in which The Garden Bridge has been shepherded through planning – which now
requires a GLA guarantee of operating costs – introduces a high risk of ‘moral hazard’ (Section 2.3.3).
This is the risk that potential donors and sponsors have a disincentive to give, knowing that the
taxpayer will ultimately have to bear these costs.

The principle of funding a major public garden through mostly voluntary income is not unprecedented and
proponents of The Garden Bridge will naturally point to New York City’s High Line as a model. It is true that
some 70% of the High Line’s operating expenditure is met by a not-for-profit conservancy, The Friends of the
High Line (FHL), and most of their income is, in fact, raised through sponsorship and donations. There are,
however, material differences between the High Line and The Garden Bridge, which are discussed at length in
Section 2.4.
Foremost among these is the fact that the sponsoring department of the High Line is NYC’s Department of
Parks and Recreation, whereas the sponsoring departments of The Garden Bridge are Transport for London
(TFL) and the Department for Transport (DFT). The High Line’s only function is to be a public garden; it makes
no pretence to being a vital transport link. Consequently, the High Line enjoys both the space (as it is nearly 5
times the length of the Garden Bridge) and the freedom to offer a particularly rich programme of public events
and activities. It is the programme, not the architecture, that provides such a valuable inventory for donors
and sponsors to support. By contrast, The Garden Bridge is not only constrained by limited space, but it also
has to at least pretend to serve some critical transport function. Under these circumstances, it is difficult to
imagine how The Garden Bridge could develop the kind of public programme that would consistently raise
comparable levels of corporate sponsorship and charitable giving.

1.2.2

Ambitious Income Projections
Within the detail of the Business Plan itself, it is the income projections that seem particularly optimistic.
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In some cases, there are logical flaws in the reasoning that undermine the forecast. Projected income from
Contactless Public Donations (Section 3.2.4), for example, is derived by taking the average donation from a
largely incomparable set of museums and applying that to the total number of expected users of The Garden
Bridge. This ignores the fact that the Trust’s own projections expect that some 65% of all Bridge users are not
‘visitors’ in the traditional sense, but commuters using the Bridge purely as a transport link. The latter must
surely have a much lower propensity to donate, especially if they are using the Bridge once or twice a day.
Simply making this key adjustment reduces projected income by some £200,000 per annum.
Projected income through Endowment interest (Section 3.2.5) is also problematic. The Business Plan assumes
that income from a full £15 million endowment will begin from Year 1. This implies that the Trust’s capital
shortfall at the time of writing is not the £30 million that is frequently reported, but nearer to £43 million if the
Trust intends to launch with the Endowment Fund in place. 4 To close that gap in the time available seems
ambitious.
In other cases, ambitious claims are made about fundraising and sponsorship with virtually no explanation of
what the Garden Bridge Trust will do to raise these funds. Corporate Membership (Section 3.2.3), Programme
Sponsorship (Section 3.2.6) and the Individual Patrons Scheme (Section 3.2.7) fall into this category. Ingenuous
comparisons are made to organisations like Tate Modern, Historic Royal Palaces, the National Portrait Gallery
and the Royal Opera House, ignoring the fact these are all large, established and multifaceted organisations
with rich programmes and large inventories of benefits that can be packaged and ‘sold’ to patrons, members
and sponsors. Depending on the package that it buys, a corporate member of Historic Royal Palaces, for
example, can offer its employees free or discounted access to crowded, admission-charging properties like the
Tower of London, Hampton Court Palace and Kensington Palace. They get special deals on venue hire and
guided VIP tours of areas that are inaccessible to the general public. This is a significant inventory of benefits
that has a calculable monetary value. The Garden Bridge – which has to maximise free and unfettered public
access – is unlikely to be able to assemble an inventory that is anywhere near as valuable.
Closer scrutiny of the Business Plan also hints at the likelihood of ‘optimism bias’ as described in Section 2.3.1.
The consolidated overview of income and costs in the Annex of the Business Plan (OMBP, Figure 26, p.33)
appears to show an earlier iteration of the financial model that was later amended in the main body of the
report. The resulting inconsistencies are in the Contactless Donation, Programme Sponsorship and Individual
Patrons Scheme lines. The most likely explanation for these inconsistencies is the following:
(1) Projected income from Contactless Public Donations was incorrectly modelled. An average donation
of 10p per visit was applied to 7 million visits per annum, forgetting that the GBT visitor forecast is
actually for 7 million visits in Year 1, falling to 5.25 million visits per annum from Year 2 onwards.

4

Despite publishing a list of donors to date in May 2016, it remains unclear exactly how much private funding The Garden
Bridge Trust has actually secured. Some £40 million in the schedule provided has come from unidentified sources listed as
‘anonymous’ or ‘confidential’ and the Trust has separately acknowledged that – at least in some cases – this is because
donations have not been contractually secured. So the outstanding funding gap could be even greater than £43 million if the
Trust expects to start operations with a £15 million endowment in place.
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(2) This error was identified and corrected in later iterations of the model and the relevant sections were
changed in the body of the report (but not in the Annex). This reduced projected income from
Contactless Donations by £175,000 per annum from Year 2 onwards.
(3) Instead of showing a £175k reduction in projected income, however, the loss of income from
Contactless Donations was compensated by simply increasing projected income from Programme
Sponsorship and Individual Patrons by a similar amount.
Without knowing exactly what prompted these changes in the financial model, the preceding explanation is
obviously just speculation. It is a reasonable theory, however, as this type of ‘adjustment’ is typical of a targetdriven business plan that is insufficiently supported by relevant research. Because fundraising projections are
difficult to challenge, it is an unfortunate tendency of new destinations to treat sponsorship and donations as
the ‘balancing items’ in the P&L forecast – casually flexed up or down to achieve the desired result on the
bottom line.

1.2.3

A High Fixed Cost Base
Expenditure items are dealt with only in the broadest terms and it is difficult to make a judgement as to their
accuracy. On balance, however, and by comparison to the garden maintenance contracts at other destinations,
they appear to be of the right order of magnitude.
The cost base is mostly ‘fixed’ though and this is problematic when income is mostly voluntary and highly
variable. When (not if) something unexpected happens and income is adversely affected, it is difficult to see
how costs can be substantially reduced in response. This too is unfortunately typical of visitor destinations –
which is precisely why most of the comparators used in the OMBP have business models that are based on a
high proportion of grant-in-aid.
It is also worth noting that all of the expenditure lines are inflated at 2%, except for the Impact Payment of
£250,000 per annum, payable to the London Borough of Lambeth. This is perhaps appropriate over a 5-year
horizon, as the impact payment is meant to be reviewed annually on an open-book basis and adjusted upwards
or downwards on the basis of actual costs incurred by the Borough. Over the 55-year horizon needed to assess
the project’s likelihood of repaying its debt, this is not appropriate. The impact payment will either increase in
line with inflation or its value to the Borough will be steadily eroded.

1.2.4

Repayment of TFL Loan
Critically, the Operations and Maintenance Business Plan makes no mention whatsoever about the need to
repay the £20 million loan by Transport for London.
This can be partly explained by the terms of the Loan Agreement, which affords the Trust a 5-year grace period
from the anniversary of opening before any re-payment must begin. Thereafter, no interest is charged, but the
outstanding loan balance is indexed to inflation, up to a ceiling of 2% per annum (despite the fact that average
inflation over the past 10, 20 and 30 years has always been nearer to 3%). The implicit rate of interest is
therefore a maximum of 2% per annum. The terms of the Loan Agreement are summarised at Section 4.1.
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Alternative Scenarios
Taking into account all of the concerns raised above, this paper posits and compares three separate long run
financial scenarios. These are described at length throughout the paper, culminating in the different loan
repayment scenarios described at Section 4.2.
(1) The Garden Bridge Trust Scenario (GBT) takes all of the assumptions as given in the OMBP and simply
projects them forward by a further 50 years at 2% inflation. The outcome is illustrated below in Figure
1. It shows that the Garden Bridge Trust can theoretically service and repay its debt (potentially with a
full repayment of the inflated loan balance by Year 30), subject to the following conditions: (a) the
Trust consistently achieves its income targets even though – as this paper demonstrates – some of
these are optimistic; and (b) most of the Trust’s retained profit and unspent contingency is spent on
debt repayment, leaving the Trust vulnerable to unexpected events that could adversely affect income
and/or expenditure.

Figure 1: Garden Bridge Trust Scenario
ASSUMPTIONS

£2,250k

£2,000k

Repayment of principal

Interest payments
£1,750k

£1,500k

Accumulation / (expenditure) of GBT profit
GLA Gap Funding
GBT Surplus / (Deficit) after Finance

£1,250k

£500k

3. Loan repayment as per terms
of TFL-GBT Loan Agreement
(November 2015)

6. Any further deficit that cannot
be met through GBT Income or its
accumulated contingency fund is
met by recourse to GLA
Guarantee.

£250k

£250k

2. Average Inflation @ 2%
(compared to 30-year average of
3.5%)

5. Operating deficits first met
through accumulated
contingency and retained profit
before any recourse to GLA
guarantee.

£750k

£0k

1. Based on published GBT
Operations and Maintenance
Business Plan (OMBP) March
2016

4. Average Rate of Interest is
equivalent to Rate of Inflation up
to a ceiling of 2%

£1,000k

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051
2052
2053
2054
2055
2056
2057
2058
2059
2060
2061
2062
2063
2064
2065
2066
2067
2068
2069
2070
2071
2072
2073

1.2.5

7. No outstanding loan balance
by Year 55.
8. No early repayment of
outstanding loan balance.

£500k

£750k

(2) A more Realistic Scenario (REAL) makes a series of adjustments to the Business Plan assumptions to
correct for some of its more obvious inconsistencies or errors. Projected income from Contactless
Donations, for example, is divided into donations from Garden Bridge ‘visitors’ at 10p per visit and a
much lower average donation from commuters. Endowment income still assumes that the full £15
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million endowment will be in place before Year 1, but the Realistic Scenario assumes that this will
remain static over time instead of growing through the benefit of unspent contingency. Income from
Programme Sponsorship and Individual Patrons is taken as the lower of the two figures shown in the
OMBP. The outcome of this more Realistic Scenario is shown in Figure 2. Already it is clear that The
Mayor’s commitment to “no more public funding” would be a challenge to meet, as it is likely that – in
order to fully service the £20 million debt – the Trust would need to fall back on the GLA guarantee.

Figure 2: Realistic Scenario
ASSUMPTIONS

£1,000k

1. Based on the 'realistic'
assumptions in this report

2. Average Inflation @ 2%
(compared to 30-year average of
3.5%)

£750k

3. Loan repayment as per terms
of TFL-GBT Loan Agreement
(November 2015)

£500k

4. Average Rate of Interest is
equivalent to Rate of Inflation up
to a ceiling of 2%

5. Operating deficits first met
through accumulated
contingency and retained profit
before any recourse to GLA
guarantee.

£0k

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051
2052
2053
2054
2055
2056
2057
2058
2059
2060
2061
2062
2063
2064
2065
2066
2067
2068
2069
2070
2071
2072
2073

£250k

Repayment of principal
£250k

Interest payments
Accumulation / (expenditure) of GBT profit
GLA Gap Funding

£500k

6. Any further deficit that cannot
be met through GBT Income or its
accumulated contingency fund is
met by recourse to GLA
Guarantee.
7. No outstanding loan balance
by Year 55.
8. No early repayment of
outstanding loan balance.

GBT Surplus / (Deficit) after Finance

£750k

(3) A third scenario considers the possible financial ‘Downside’. It assumes, for example, that the Trust
has not raised the full £15 million Endowment Fund before Year 1 and that this is, instead, built up
over the first five years. It also assumes that several of the voluntary income streams erode over time
as the novelty effect of The Garden Bridge wears off. Should any combination of these downside risks
be realised – and they are unfortunate, but hardly ‘extreme’ – the Trust would almost certainly default
on its debt and would likely need to be bailed out by the public sector. This downside scenario is
illustrated in Figure 3 and, in this case, it would probably be in the taxpayer’s interest to have the debt
written off.
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Figure 3: Downside Scenario
ASSUMPTIONS

£500k

1. Based on the 'downside'
assumptions in this report

2. Average Inflation @ 2%
(compared to 30-year average of
3.5%)

£250k

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051
2052
2053
2054
2055
2056
2057
2058
2059
2060
2061
2062
2063
2064
2065
2066
2067
2068
2069
2070
2071
2072
2073

£0k

3. Loan repayment as per terms
of TFL-GBT Loan Agreement
(November 2015)
4. Average Rate of Interest is
equivalent to Rate of Inflation up
to a ceiling of 2%

£250k

5. Operating deficits first met
through accumulated
contingency and retained profit
before any recourse to GLA
guarantee.

£500k

6. Any further deficit that cannot
be met through GBT Income or its
accumulated contingency fund is
met by recourse to GLA
Guarantee.

£750k

7. No outstanding loan balance
by Year 55.

£1,000k

Repayment of principal
Interest payments
Accumulation / (expenditure) of GBT profit
GLA Gap Funding
GBT Surplus / (Deficit) after Finance

8. No early repayment of
outstanding loan balance.

£1,250k

1.2.6

Lack of a Robust Challenge Process
It is unclear from reading the Business Plan what type of assessment or challenge process it has been through
with Transport for London and/or HM Treasury or the Department for Transport. Most of the risks or
weaknesses discussed in this paper should have been identified and addressed long before £37.7 million was
spent on the project.
Nothing has been publicly released about the challenge process that the Trust may or may not have gone
through, so one can only speculate about the level of rigour applied. As presented, however, the Operations
and Maintenance Business Plan would be unlikely to pass muster for even a small grant from one of the
traditional Lottery funds. Standard practice within the Lottery funding process is for an applicant’s business
plan to be thoroughly assessed by a case officer within the relevant Fund and also by a specialist,
independently appointed assessor. To be awarded a grant from HLF or ACE or Sport England, applicants need
to provide business plans that are much more rigorous and better supported by market research than anything
that has been publicly released for The Garden Bridge.
One has to wonder, therefore, if Transport for London is providing sufficiently robust oversight of the project.
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2

The Business Model

2.1

Summary of the Operations and Maintenance Business Plan (2016)
The table below reproduces the five-year P&L forecast of the Garden Bridge Trust, as per the Draft Operations
and Maintenance Business Plan (March 2016) published on Transport for London’s website.

Figure 4: Five-Year GBT P&L Forecast (£000s)
2019

2020

2021

2022

2023

INCOME
Garden Bridge Fundraising Event

£350

£350

£344

£344

£338

Commercial Event Hire

£360

£367

£300

£306

£312

Corporate Membership

£425

£434

£442

£451

£460

Contactless Public Donations

£700

£525

£525

£525

£525

Endowment

£600

£620

£640

£656

£676

Programme Sponsorship

£500

£500

£500

£500

£500

Individual Patrons Scheme

£370

£370

£370

£370

£370

£50

£51

£52

£53

£54

£3,355

£3,217

£3,173

£3,205

£3,235

Merchandise
TOTAL INCOME
EXPENDITURE
Operation of the Garden Bridge

-£1,223

-£965

-£984

-£1,004

-£1,024

Garden Maintenance

-£113

-£113

-£113

-£113

-£113

Asset Maintenance

-£255

-£260

-£265

-£270

-£275

Renewals

-£261

-£266

-£271

-£277

-£282

Utilities and services

-£152

-£155

-£158

-£161

-£165

Trust running costs

-£599

-£611

-£623

-£635

-£648

Impact payment

-£250

-£250

-£250

-£250

-£250

TOTAL EXPENDITURE

-£2,853

-£2,620

-£2,664

-£2,710

-£2,757

GROSS INCOME

£502

£597

£509

£495

£478

CONTINGENCY

9.5%

10.5%

10.5%

10.5%

10.5%

-£270

-£275

-£279

-£284

-£289

£232

£322

£230

£211

£189

Contingency fund
NET INCOME

According to the Garden Bridge Trust, the Business Plan reflects the following themes:


“A diverse set of proven income opportunities, whilst maintaining the Trust’s community and
educational objectives;



A manageable cost structure, with a contingency fund built into the forecasts;
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A conservative approach, where assumptions have been market tested with existing contractors,
potential partners and stakeholders; and



Low execution risk, with the Trust taking a collaborative approach, working with existing operators in
the area and utilising the skills, knowledge and experience of a diverse range of stakeholders and
Trustees”

In fact, the Business Plan is vulnerable – especially in terms of its income projections. Before discussing its
particular problems in line-by-line detail, however, it is worth reflecting on the general weakness of the
underlying business model.

2.2

Business Model versus Business Plan
It is helpful to distinguish between a destination’s business model and its detailed business plan. The business
model is the mechanism through which a destination generates its profit and thus ensures its sustainability.
The business plan is the document that sets out the strategy through which the business model will be realised.
A few specific examples help to illustrate the importance of getting the business model right:


The Millennium Dome, in 2000, was a calamitous financial failure when it was conceived as a static,
exhibition-based visitor destination. Re-purposed as the O2 Arena – with a business model based on
programming and live entertainment – it has thrived. This is not surprising. Static exhibitions require
high levels of footfall and passing trade and they very rarely succeed in peripheral parts of London that
attract few tourists. By contrast, live entertainment destinations provide a regular ‘call to action’ for
potential customers. One Direction fans will make their way to North Greenwich because the
opportunity to see a live performance by One Direction is rare. The live entertainment business model
can overcome locational disadvantages that static exhibitions cannot (e.g. Alexandra Palace, Wembley
Arena, etc.).



The Crystal, in the Royal Docks, is one of London’s biggest hands-on science exhibitions, functioning
sustainably despite very low levels of footfall and no admission charge. How does it manage this? In
fact, the exhibition serves as a brand showcase for its developer, Siemens. Its business model is not
predicated on ticket sales. It is based on the implicit marketing and promotional value that it adds to
the parent brand and is accordingly revenue-funded by Siemens.



Merlin Entertainments Ltd demonstrates the strength of a competent business model at both
attraction and portfolio level. Its extraordinary growth over the last two decades is the product of a
deliberate strategy of diversification. Through development and acquisition, Merlin has assembled a
balanced indoor / outdoor, urban / sub-urban, domestic / overseas portfolio of large and small
attractions that collectively provide a much more stable cashflow than any attraction could in
isolation. The company is now diversified in terms of product, scale, geography and weatherdependency and is therefore insulated from the demand-side shocks that regularly affect tourist
businesses.

Given the importance of the underlying business model to the sustainability of any destination, it is worth
considering the premise of the Garden Bridge model before delving into the minutiae of its Business Plan.
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2.3

The Garden Bridge Business Model
The Garden Bridge Trust has put forward a business model that is overwhelmingly dependent on voluntary
income (i.e. corporate sponsorship and fundraising). It is evidently inspired by the experience of the Friends of
the High Line (FHL) in New York City, despite a number of material differences between these two projects, as
described below at Section 2.4.
This business model requires a consistently high level of corporate and individual giving of one form or another.
Nearly 70% of the Garden Bridge Trust’s projected income comes from some variation of what an arts or
cultural attraction would describe as voluntary income (Figure 5).

Figure 5: Projected Garden Bridge Income Streams (Years 1-5)
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Seen in this light, the following statement from the OMBP seems patently untrue:
“The diversity of income opportunities and sources reduces the risk profile of the Garden Bridge Trust’s
OMBP” (p.11)

In fact, the Garden Bridge business plan depends overwhelmingly on one factor: the public perception of
the project and the resulting goodwill associated with the Garden Bridge brand.
While the OMBP leans heavily on the precedent set by London’s other big arts and cultural destinations,
Figure 6 shows the significant difference in their business models. The Garden Bridge model is dependent
on voluntary income in a way that these other destinations are not.
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Figure 6: Distribution of Income
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Average of Years 3-5 in GBT projection benchmarked against last 3 years’ average for Tate, V&A, Science
Museum Group (SMG), Kew and The Royal Parks (TRP). Based on Garden Bridge OMBP and the annual
accounts of benchmarked organisations.

It is furthermore worth noting that within this sample, the organisation that arguably has the most in common
with The Garden Bridge – The Royal Parks (TRP) – has a business model that is almost a mirror image of the
Trust’s. It earns no more than 10% of its income from voluntary sources and almost 80% through commercial
trading activities.
This all points to three critical weaknesses in the financial planning of this project:
1.

The high risk of ‘optimism bias’;

2.

The interdependency of income streams and their sensitivity to a single variable: public sentiment
towards the project; and

3.

2.3.1

The principle of ‘moral hazard’

The Risk of Optimism Bias
Under the best of circumstances voluntary income remains – after admissions income – the most likely source
of ‘optimism bias’ in a new destination’s business plan.
Optimism bias is defined in supplementary guidance to the HM Treasury’s Green Book as “[the] demonstrated
systematic tendency for project appraisers to be overly optimistic.”
It is typically countered through sensitivity analyses and the consideration of ‘downside’ scenarios, both of
which are entirely lacking in the Trust’s OMBP.
This is an extraordinary oversight given that the OMBP is built on a foundation of charitable giving and
corporate sponsorship that is itself highly susceptible to optimism bias. So much so that – as a matter of due
diligence and commercial discipline – clients are often advised to treat sponsorship and fundraising as ‘windfall’
income in upside scenarios. In other cases, sponsorship income might be directly matched to specific
expenditure items so that stakeholders can understand – with absolute transparency – what would be
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sacrificed if the target level of sponsorship is not achieved.5 If the business model depends on these highly
variable and unpredictable income streams, then it is inherently vulnerable.
It is a problem that is endemic to the sector. Inexperienced developers – infatuated with their own concept
and lacking critical objectivity – will routinely overestimate the value of future donations and underestimate
the time, effort and cost involved in raising those funds. To reinforce this point, it is worth noting that one of
the most common reasons for refusal in the Lottery funding process is the assessor’s lack of confidence in an
applicant’s ability to meet sponsorship and fundraising targets. Even the large cultural organisations that the
Trust looks to as benchmarks – for whom voluntary income is a much smaller proportion of total income – will
look to fundraising and sponsorship for specific programmes and products (e.g. to fund a special exhibition or a
major capital project), but would not rely on it to fund core services and day-to-day overhead.
For the Garden Bridge, the whole business model is predicated on the Trust being able to raise substantial
amounts of voluntary income on an annual basis and for the long term (or at least for as long as necessary to
pay off its debt). That is an especially tall order and the risk of overestimating future fundraising is high; a risk
that is barely acknowledged in the OMBP.

2.3.2

Interdependency of Income Streams
Second, these fundraising income streams are all inter-related and ultimately dependent on positive public
perceptions and goodwill. The central tenet of the Garden Bridge business model is the reputational value to
donors and sponsors of being somehow associated with the Bridge. The erosion or reversal of any goodwill
would affect at least four, probably five, and possibly six of the GBT’s income streams – simultaneously and
with varying degrees of severity. The Garden Bridge has to be ‘loved’ as much by the public as it is by its
creators or the business model fails.
Inasmuch as it has become a journalistic cliché to describe the project as “the controversial Garden Bridge”, this
is not an encouraging starting point.
Given the business model’s sensitivity to public sentiment, it is unfortunate that no effort was made to
objectively and independently test the market. To the extent that any primary market research has been done,
it has been motivated by the public relations effort and/or the planning process. The ComRes Survey 6, in
particular, is of limited value inasmuch as it asks a few simple questions, specifically designed to serve a PR
agenda. Even if it were not widely publicised, a genuinely independent and objective survey would have
helped to gauge the public’s perception of the project, if only to inform the realism of these critical fundraising
and sponsorship projections. The project’s public sector sponsors could have insisted on this.
A credible business plan would also – at a minimum – test a number of ‘what if’ scenarios. What happens to
the premium pricing of private hire if delegates at the first few events have to run a gauntlet of protestors?
What if the first trees planted all die? What if the finished product underwhelms relative to the widely

5

By way of example, sponsorship income in a museum’s business plan, might be linked to the temporary exhibitions
programme, on the assumption that the cost of those exhibitions would only be incurred if the corresponding sponsorship
targets are met.
6 www.comres.co.uk/polls/garden-bridge-trust-survey/

15

REVIEW OF GBT BUSINESS PLAN

publicised renderings of a bucolic garden in full bloom? What happens to public support if and when the GBT
announces that it requires further subsidy through the GLA guarantee? These are far from extreme or
extraordinary scenarios.
The business model of a tourist destination has to expect the unexpected, because it is only a question of when
not if the unexpected will occur. Demand and supply-side ‘shocks’ are the rule for tourism businesses, not the
exception. These shocks are always different, but they happen with predictable regularity. In the past 20 years,
we have seen overseas wars, domestic terrorism, financial crises, recessions and health scares (e.g. foot &
mouth, SARS, etc.) that have all affected tourism in London at a ‘macro’ level. The uncertainty caused by the
current Brexit situation is but another example.7
Individual attractions also have to deal with their own particular reputational and operational risks. Accidents
happen, bridges wobble, plants die, roofs leak, sponsors fall away. Factors as capricious as the English weather
can have a material impact on a destination’s cashflow. For weather-dependent outdoor attractions, the single
most common factor explaining a decline in visitor numbers is unseasonably cold or wet weather in July or
August.
Even seemingly good news can sometimes be bad news for visitor destinations. One of London’s premier
visitor destinations – used repeatedly as a benchmark in the Garden Bridge business plan – was hugely and
adversely impacted by the London Olympics in 2012. Because people stayed away from Central London during
what should have been the destination’s peak period, it took 18 months to recover from the cashflow
interruption of a 3-week event.
Since the start of the Lottery funding process – which precipitated a surge in the number of new visitor
destinations – we have seen a string of high profile financial failures, where the destination has closed or it has
required major restructuring at public expense. Beyond the obvious example of the Millennium Dome, these
include, amongst others: The Earth Centre, Urbis, National Botanic Garden, Centre for Popular Music, Glasgow
Science Centre, Royal Armouries, Faith Experience, The Big Idea, The Orbit, Premiership Football Museum, The
Public, etc. Even the London Eye – which is often held up as a commercial success story – only survived its first
few years because British Airways agreed to write off its debt.
A key lesson to take from these experiences is the following: the measure of a destination’s resilience is not
found in its ability to foresee the future; it is in its ability to react and adapt when the unforeseen happens. It is
therefore the lack of flexibility and adaptability in the Garden Bridge business model – and the
interdependency of most of its major income streams – that is a major cause for concern. The Business Plan is,
in this respect, reminiscent of the Millennium Dome’s. There is too little room for error, chance or misfortune.
It all has to go right for the Garden Bridge or it will all go wrong.

7 It is too early to tell what effect Brexit will have on the volume and value of domestic and overseas tourism. Overseas tourists might be

attracted by the fall in the price of Sterling and domestic tourists may choose to vacation in the UK for the same reason, so overall tourist
numbers may increase. There is a very strong likelihood, however, that the economic uncertainty caused by Brexit will have an adverse effect
on levels of corporate sponsorship and charitable donations.
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2.3.3

Moral Hazard
‘Moral hazard’ occurs when one party in a transaction has the incentive to take more risk because someone
else bears the cost of that risk if it is realised. The textbook examples are home or car insurance, where there
is a possibility that the insured party takes unnecessary risks, knowing that the insurer will bear the cost of any
future fire or crash – hence the need for a deductible.
Moral hazard in the charitable sector can manifest itself in two ways: (1) The charity can take excessive risk, if it
knows that it has an implicit public sector guarantee (viz. Kids Company); or (2) Donors lack incentive to donate
to the charity knowing that – come what may – the taxpayer will ultimately bear the cost of the project or the
service.
In this case, to secure its planning consent, the Garden Bridge Trust has to first secure a formal guarantee of its
operating expenditure from the Greater London Authority. At the same time, it aims to secure almost 70% of
its operating income through charitable giving and corporate sponsorship, most of which is used to meet the
operating costs of The Garden Bridge. Under these circumstances, potential donors could be forgiven for
preferring to fund other, worthier causes. By virtue of the GLA guarantee, donors have very little incentive to
contribute towards the operations and maintenance of the Bridge, knowing full well that those costs will
ultimately be borne by the taxpayer anyway.

2.4

The Garden Bridge is not The High Line
The natural response to these concerns is to point out that the GBT business model is essentially a like-for-like
copy of the High Line’s in New York. Indeed, the approach has been lifted almost wholesale from that taken by
The Friends of the High Line (FHL), the private non-profit conservancy originally established to prevent the
demolition of the structure and later responsible for its redevelopment as the world-famous linear garden.
By way of comparison, the High Line cost c.$150 million to build, with ongoing maintenance and management
costs of c.$4.5 million per annum. Between 70% and 80% of that cost is met by FHL. The remainder is funded
by the City of New York.
Although Friends of the High Line earns part of its budget through commercial concessions, private hire and
paid-for programmes and events, the majority of its contribution to the management and maintenance budget
comes through regular fundraising of the type suggested by the Garden Bridge Trust.
There are, however, a number of critical distinctions between the High Line and the application of that business
model to the Garden Bridge.
1.

The High Line is a better fundraising ‘story’ than the Garden Bridge. While it is frequently said that
“everyone hated the High Line at first and now everyone loves it”, that statement isn’t strictly true in
the way that most people interpret it. Landowners, developers and local politicians were opposed
to the project, seeing the derelict elevated railway line as an obstacle to new development
opportunities. These vested interests were keen to see its demolition. The structure was saved by a
groundswell of community support that was marshalled and motivated by two local activists. It was
only much later that celebrities and senior politicians came around to the idea and helped to raise
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the necessary funding. The story of the High Line is thus an inversion of the Garden Bridge story,
which has been perceived as the top-down imposition of a new piece of infrastructure in the face of
vocal community and grassroots opposition. The former is a far more compelling story from a
fundraising perspective than the latter.
2.

Americans give more to charity. There is a much stronger tradition of charitable giving in the US
than there is in the UK. On average, Americans donated £414 per capita to non-profit organisations
in 2014, and individual giving in the United States amounted to 1.4% of GDP. This compares to £150
per capita in the UK, or 0.4% of GDP. This huge discrepancy is partly a product of social, political and
cultural differences, but the single most important factor is the generous deductions afforded for
charitable donations under US tax law. Americans in higher tax brackets have a much stronger
financial incentive to make larger and more frequent donations to charitable causes.

3.

The High Line has more ‘sponsorable’ inventory and fewer restrictions. As any operational arts,
heritage or cultural organisation knows, it is much easier to raise sponsorship for programming than
it is for building, management and maintenance costs (much less for debt service). The High Line
thus has the considerable advantages of both space and the freedom to programme it. The High
Line is almost 1.5 miles long and there is no pretence of it serving a transport function. Parts of it
can be reserved for special events and activities without denying public access to other people in
any material way. The High Line thus hosts a particularly rich and diverse calendar of special events
– between 250 and 300 public events per annum since it first opened. The summer programme for
2016 alone includes the following:
o

Stargazing club (every Tuesday night)

o

Meditation club (every Tuesday and Thursday morning)

o

Tai Chi (weekly)

o

Walking tours (2x per week)

o

Public art tours (2x per month)

o

Horticultural and wildlife tours and exhibitions (various)

o

Design & architecture walking tour (weekly)

o

Latin Dance Party with live band (monthly)

o

Teen night

o

Teen summit and celebration

o

After-hours tour

o

Honey Day (artisanal honey market)

o

Stargazing Date Night

o

‘Out of Line’ series of live entertainment events (x4)

o

‘Make it Splashy’ family fun activity day

o

‘Make it Wild’ family fun activity day

The ongoing sponsorship and donations that The High Line receives is, in large part, a product of this
rich calendar of events and activities. One can ‘sell’ the glamour and audacity of the architecture to
donors and sponsors once to pay for the build costs. After that, the inventory of benefits available

18

REVIEW OF GBT BUSINESS PLAN

to donors has much less to do with architecture and design than it does with the public programme.
The High Line has the physical space and the freedom to deliver such a programme, where The
Garden Bridge does not.
The first of these differences is obvious, as the High Line is 1.5 miles long with a variety of different
spaces, while the Garden Bridge is just 370 metres long with a narrow linear route (Figure 7).

Figure 7: Scaled comparison of High Line and Garden Bridge

The second is a function of the public sponsor of the destination. The High Line is backed by New
York City’s Department of Parks and Recreation. Its only function is to be a public garden.
The Garden Bridge is backed by Transport for London and the Department for Transport. As a
condition of its public funding, it has to at least pretend to be a transport link. It cannot close off or
congest a river crossing to provide for an intensive public programme of Latin Dance parties and Tai
Chi sessions.
4.

Even the Friends of the High Line know that this model is not sustainable in the long term. The High
Line was an extraordinary success from the moment it launched, but despite the enormous goodwill
bestowed on the project and all of the fundraising advantages described above, even FHL are under
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no illusions about the long term sustainability of that philanthropic model. The organisation is
investigating ways to diversify its income streams away from charitable giving, if only to insulate it
from the effects of economic downturns. By bringing new spaces along the route into economic
use, it is increasingly unrestricted in terms of the number of private hires that it can accommodate
for everything from brand activations and pop-ups to fashion shows and business meetings. It has
even attempted to establish a High Line Improvement District, whereby businesses along the route
would contribute toward maintenance costs.
The point at which The Garden Bridge needs to diversify its income streams away from charitable
giving will come much sooner and when it does, the Trust’s options are much narrower. It does not
have a 1.5 mile route punctuated by redundant spaces that can be brought into commercial use. It
does not have the space to pursue a more aggressive special events or venue hire strategy and,
even if it did, it has already agreed to strict limits on the number of closures. Though it could
theoretically be incorporated within the North Bank BID, the UK variant of the Business
Improvement District does not generate the type of funding that is typical of North American BIDs.
Moreover, the implicit guarantee already offered by the GLA creates a ‘moral hazard’ that will
compromise any bargaining power that Trust might have with its neighbouring businesses.
The Garden Bridge business model is riddled with contradictions and something will ultimately have to give.
The Trust could start charging for admission – despite repeated commitments not to do so. It could sell the
naming rights to the Bridge, although much of the inventory to support a naming rights deal has already been
parcelled and sold to pay for the capital project. It could push for relaxed conditions on the number of times
that the Bridge can close for private hire – which is contrary to The Mayor’s stated preference of reducing
these closures. It can abandon the pretence of the Bridge being critical transport infrastructure, giving it the
freedom to more aggressively programme the space. Or it can call upon the GLA guarantee and seek further
public subsidy.
If the GLA provides a Guarantee of operating costs, then the last of these solutions seems the most likely,
which puts The Mayor’s manifesto commitment of “no more public money” at significant risk.
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3

The Business Plan

3.1

Introduction
This section looks more specifically at the income and expenditure assumptions in the OMBP’s profit and
loss forecast. Particular attention is given to the income forecasts, several of which are based on
incorrect assumptions and assertions and, as a consequence, are almost certainly optimistic.
Accordingly, for each of the major line items discussed below, this paper considers the Garden Bridge
Trust’s projections as described in the OMBP (the “GBT” scenario) and – where appropriate – suggests a
more “Realistic” case and a “Downside” case. These different scenarios are compared in the financial
analysis that follows.
As a general point, it is also worth noting that the OMBP is lacking in detail and substantive research and
would probably not pass muster with any of the extant Lottery funds that are governed by organisations
like the Heritage Lottery Fund, Arts Council England, Sport England and the British Film Institute. Grant
funding from these organisations is extremely competitive and they demand an extraordinarily high
standard of their applicants. It appears that neither Transport for London nor the corresponding agency
in Central Government (Department for Transport) have applied anything close to that standard, at least
insofar as their assessment of the OMBP is concerned.

3.2

Income Projections

3.2.1

Garden Bridge Gala
The Trust assumes that it will raise some £700,000 (£1 million gross), at a major fundraising gala that it
plans to hold every 2 years. This income is then averaged out to £350,000 per annum for the first two
years, with minimal erosion thereafter, with an average annual allowance of £338,000 by Year 5.
This is based on the Trust’s experience with major fundraising events to date, at least one of which is
understood to have raised £923,4888 towards the build cost. Other benchmarks include The Roundhouse
and The National Theatre.
There is a key risk to this assumption, however, that has not been addressed in the OMBP. Garden Bridge
fundraising to date has been in aid of a major capital project that promises to add an iconic new landmark
to the London skyline. The opportunity was no doubt presented with much flare and fanfare by its
celebrity backers and ‘starchitect’ designers. Once it is delivered, however, the opportunity to be
involved in its delivery is no longer available to potential donors. Once a destination is built, fundraising
tends to focus on one of two things: (1) future capital projects; and (2) the public programme.
There is nothing particularly glamorous or rewarding about donating towards the management and
maintenance of a physical asset, particularly when most potential donors will be aware that that asset

8

Breakdown of Garden Bridge Funding to Date, May 2016 (https://tfl.gov.uk/corporate/publications-and-reports/temple-footbridge)
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comes with an implicit public sector guarantee that would cover those costs anyway. They might be
inclined to contribute towards the public programme of The Garden Bridge, in much the same way that
philanthropists donate to Friends of the High Line in New York City. It is no surprise that the Roundhouse
and the National Theatre are such successful fundraisers, as they are also long-established programming
based institutions. As already described above, however, the public programme of the Garden Bridge is
necessarily restricted by its lack of space, planning constraints and the need to fulfil its transport function.
One would therefore expect a more profound erosion of income from these fundraising galas over time,
as the Bridge becomes ‘old news’ and an established part of London’s tourist and transport infrastructure.
As it does throughout the document, the OMBP also takes it as given that the Bridge will become “a
cherished part of London’s landscape” (p.1). If anything goes wrong in its delivery or if it transpires that
the general public is ambivalent, if not openly hostile, towards the finished product, then this is one of
those income streams that would be significantly affected. The ‘downside’ scenario therefore takes a
more conservative position from Year 1.
Figure 8: Fundraising Gala Scenarios
SCENARIO
GBT
REALISTIC

As per OMBP (March 2016)
Greater allowance for erosion over time, as novelty
of architecture wears off and GBT is restricted from
delivering a substantial public programme of events
and activities.

YEAR 1
£350

YEAR 2
£350

YEAR 3
£344

YEAR 4
£344

YEAR 5
£338

£350

£350

£300

£300

£275

£300

£300

£250

£250

£200

Major problems / delays in delivery. Continued

DOWNSIDE objection and protest. Potential donors avoid
rather than seek association with the project.

3.2.2

Commercial Event Hire
According to the OMBP, the Trust “plans to use 6 of the 12 permitted closures of the Garden Bridge for …
commercial hiring income opportunity (with other closures used for major donor events and the Annual
Chairman’s Garden Party). With opportunities to hire such a prominent venue limited, this represents a
unique proposition in the market.” (p.13)
Since then, the Mayor has asked that the number of closures be further reduced and for those closures to
be shorter in duration.9
That notwithstanding, the OMBP still includes an allowance for private hire income that is based on 6
commercial hires per annum at an astonishing £60,000 hire fee per event.

9

Garden Bridge Will Cost Twice as Much to Cancel, 25 May 2016 (https://www.london.gov.uk/pressreleases/mayoral/garden-bridge)
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The basis for this extraordinarily high hire fee is the scarcity of the opportunity to host an exclusive event
on The Garden Bridge: “With opportunities to hire such a prominent venue limited, this represents a
unique proposition in the market.” (p.13)
Accepting that private hire of The Garden Bridge would genuinely be a rare opportunity, this is
nonetheless a very rich premium on which to base a Business Plan. The Garden Bridge is not what the
events industry would describe as a ‘plug and play’ venue. Hosting an event there is not easy and will
come with significant additional cost. In order to minimise its own operational costs, the Trust insists that
it will pass these on to the customer. So, in addition to paying what is – by a long measure – the highest
venue hire price in London, the customer can also expect to pay for “additional visitor hosts, security,
clean teams, insurance costs and utilities usage” (p.22).
The OMBP also suggests that the maximum capacity for such an event is 200 (p.13), which implies a Day
Delegate Rate (DDR) of £300 on venue hire alone (exclusive of VAT and all other event costs). By way of
comparison, Figure 9, below, shows the assumed rate for the Garden Bridge alongside the offered hire
fees for 32 other premium ‘unusual venues’ in London. These include several rooftop venues with
spectacular views of the Thames (e.g. the Terrace Bar at the National Theatre, Blackfriars Roof Garden), as
well as the premium spaces at many of the National Museums (e.g. Flight Gallery, Raphael Gallery, Hintze
Hall, Royal Observatory, Weather Deck, etc.).
Figure 9: Venue Hire Fees (left axis) and Standing Capacity (right axis) for “Unusual Venues” in London
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It is a fair point that the limited availability of The Garden Bridge and its resulting scarcity will add a
premium to its pricing as a private hire venue.
But basing a business plan on the assumption that the venue can achieve almost three times the delegate
rate of the priciest venue in London and almost 10 times the median value seems imprudent.
In the model that follows, the ‘Realistic’ scenario gives the Trust the benefit of the doubt and leaves the
hire fee assumption unchanged at £60,000 per hire. It also assumes that The Mayor does not insist on a
reduction in the number of permitted events. It does, however, assume that the hire fee stabilises at a
much lower price of £40,000 per event in Year 5, which would still make it one of London’s priciest venues
on a per delegate basis.
By contrast, the ‘Downside’ scenario makes all of these assumptions and furthermore assumes that the
Trust – as per the Mayor’s recent request – limits the number of private hires to 4 instead of 6.
Figure 10: Commercial Event Hire Scenarios
SCENARIO
GBT
REALISTIC

As per OMBP (March 2016)
1. Initial hire fee retained at £60,000 per event, but
reduced to £40,000 per event by Year 5.
2. Assume 6 private hires per annum.

YEAR 1
£360

YEAR 2
£367

YEAR 3
£300

YEAR 4
£306

YEAR 5
£312

£360

£367

£300

£300

£275

£300

£300

£250

£250

£200

1. Initial hire fee retained at £60,000 per event, but

DOWNSIDE reduced to £40,000 per event by Year 5.
2. Assume 4 private hires per annum.

3.2.3

Corporate Membership
The Trust expects to sell 20 exclusive corporate memberships for £25,000 per annum. Here too, it is the
exclusivity (and thus the scarcity) that adds value to the proposition.
The inventory of benefits, however, is limited due the limitations of the core product. The only ‘benefits’
that are specifically mentioned are the invitation to the Annual Chairman’s Dinner and the chance for staff
at the member companies to volunteer on the Bridge. Beyond this, the Business Plan refers to a
“compelling offering”, but provides virtually no further detail on what the membership programme might
consist of.
The benchmarks used to price the programme are wholly inappropriate. Historic Royal Palaces, the
Natural History Museum and the National Portrait Gallery are huge, multifaceted organisations with the
ability to offer a large, varied and valuable inventory of benefits.
Figure 11, shows the inventory of benefits afforded to corporate members at these ‘benchmark’
institutions. The highest value benefits of their inventories are items that are mostly not available to The
Garden Bridge. Memberships at The National Portrait Gallery, The Natural History Museum and Historic
Royal Palaces all include free or discounted access to corporate hire spaces, as well behind-the-scenes
tours of some of the world’s most significant cultural and scientific collections. The staff of member
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organisations are offered free access to charging exhibitions, as well as tailored and exclusive talks and
lectures by professional curators and academics.

Figure 11: HRP Corporate Membership Inventory
Historic Royal Palaces

National Portrait Gallery

Natural History Museum

(Memberships range from £10k to £50k
depending on package)

(Memberships from £9,000, depending on
final list of benefits)
o Exclusive use of the Gallery for private
hire events.
o Exclusive access to exhibitions and
events.
o Bespoke tours and workshops.
o Curator-led tours, talks, photographic
workshops and other benefits.
o 12 month Guest Pass that allows
employees to bring a guest to
charging exhibitions.
o Specialised tour of portraits of
inspiring leaders.

(Memberships between £5,000 and
£40,000, depending on final inventory)

o
o
o

o
o
o
o
o
o
o
o
o

Complimentary and discounted hire of
entertainment and meeting spaces.
Unlimited daytime access for staff.
Enhancement of member’s Corporate
Social Responsibility programme,
including visits for chosen schools,
colleges or charities and a wide variety
of volunteering opportunities for staff.
Discount in Historic Royal Palaces
shops for staff.
Free guidebooks.
Workplace talks and lectures.
Guided tours for VIP guests.
Early morning tours of the Jewel
House.
Invitations to special events and
private views.
Regular updates and newsletters.
Acknowledgement of support on
website and in Annual Review.
Discounts on corporate gifts.

o
o
o
o

o

Fast-track access to exhibitions.
Behind-the-scenes tours of
collections.
Bespoke workshops and family events.
Exclusive, free and/or discounted hire
of event spaces for corporate
entertainment.
Association with world-renowned
research and scholarship.

Because of the limited scope of the product, as well as physical and organisational restrictions on the
programme, and the inability to charge or sell spaces for private hire (beyond the minimal amount
described above), the Garden Bridge can offer only a few of these benefits.
Based on the management accounts of one of these organisations, it also appears that the net
contribution of the corporate membership programme is c.85% of gross revenue (i.e. the cost of
delivering membership benefits represents about 15% of revenue). However, much of the programme is
delivered through foregone income rather than hard costs (e.g. free or discounted access to spaces,
waived charges on temporary exhibitions or other parts of the programme that would take place anyway).
Most of this type of inventory is unavailable or irrelevant to The Garden Bridge. To deliver a compelling
proposition to corporate members, it can be fairly assumed that the Trust would have to put more
investment into product that actually incurs a hard cost.
A ‘Realistic’ scenario would assume that The Garden Bridge corporate membership comes closer to the
lower end of this range than the average. It also assumes a net contribution of 75% of gross revenue.
There is also no particular reason to assume that the inventory would increase rather than decrease in
value over time. For this scenario, however, it is assumed that values remain static, save for any
inflationary increase.
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The ‘Downside’ scenario assumes these lower rates, as well as an erosion of value over time.
Figure 12: Corporate Membership Scenarios
SCENARIO
GBT

YEAR 1
£425

YEAR 2
£434

YEAR 3
£442

YEAR 4
£451

YEAR 5
£460

1. Average corporate membership at £20,000 per
member, limited to 20 members.
2. Static over time, save for inflation.
3. Net Income at 75% of Gross.

£300

£306

£312

£318

£325

1. Average corporate membership at £20,000 per
member, limited to 20 members.
DOWNSIDE
2. Erosion of value over time.
3. Net Income at 75% of Gross.

£300

£306

£297

£302

£293

REALISTIC

3.2.4

As per OMBP (March 2016)

Contactless Donations
The Garden Bridge Trust proposes the introduction of a contactless donation system – an upgrade on the
more traditional ‘donations box’ that is typical of many cultural destinations.
There is an important logical flaw in this projection, however, which can have a material impact on the
Trust’s financial performance. Based on the experience of major National Museums, the OMBP concludes
that the ‘average donation’ is £0.14 per visit.
Figure 13: Donation Box Comparators
MUSEUM

VISITS

Tate
National Gallery
Science Museum
British Museum
V&A
Natural History Museum
Average
Weighted Average

7,900,000
6,300,000
5,300,000
6,700,000
2,300,000
5,000,000

AVERAGE
DONATION
0.06
0.08
0.37
0.13
0.15
0.05
0.14
0.13

The OMBP then applies a ‘conservative’ assumption £0.10 per visit to the 7 million visits projected for The
Garden Bridge, resulting in a Year 1 income forecast of £700,000, reducing to £525,000 in subsequent
years, in line with reduced visitor numbers.
Figure 14: Contactless Donations (as per the OMBP)
OMBP
VISITS
AVERAGE DONATION
TOTAL

YEAR 1
7,000,000
0.10
£700,000

YEAR 2
5,250,000
0.10
£525,000

YEAR 3
5,250,000
0.10
£525,000

YEAR 4
5,250,000
0.10
£525,000

YEAR 5
5,250,000
0.10
£525,000

Note: There is an inconsistency in the OMBP between the assumptions in the body of the text at p.16 and the
consolidated financial summary at p.33, which shows this income as a consistent £700,000 for each year of the fiveyear projection. It appears as though there is an error in the consolidated table, which is corrected in the main body
of the report.
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This is a highly counterintuitive approach. The Bridge functions as both a visitor destination and a
transport route. One might expect bespoke tourist visitors to the Bridge to make a donation, but not
commuters who use the Bridge on a daily basis. At best, the average donation of people using the Bridge
as a throughway will be minimal and at the bottom of the range provided.
According to the “mythbusters” page of the Garden Bridge website:
“TfL’s Transport Assessment predicts that 7.1m people will use the Bridge each year – 4m of these will be
existing visitors to the South Bank and only 3m of these will be new visitors, including about a third who
will be commuters.” (https://www.gardenbridge.london/questions-answers/fact-fiction)

A ‘Realistic’ scenario would – at a minimum – differentiate between tourist and commuter visits, as
shown below in Figure 15.
Figure 15: Realistic Scenario Donations Model
REALISTIC
TOURIST VISITS
AVG TOURIST DONATION
COMMUTERS
AVG COMMUTER DONATION
TOTAL VISITS
TOTAL DONATIONS
AVERAGE DONATION

YEAR 1
2,700,000
0.10
4,300,000
0.04
7,000,000
£442,000
£0.06

YEAR 2
2,025,000
0.10
3,225,000
0.04
5,250,000
£331,500
£0.06

YEAR 3
2,025,000
0.10
3,225,000
0.04
5,250,000
£331,500
£0.06

YEAR 4
2,025,000
0.10
3,225,000
0.04
5,250,000
£331,500
£0.06

YEAR 5
2,025,000
0.10
3,225,000
0.04
5,250,000
£331,500
£0.06

Even the model above is being ‘generous’ inasmuch as it assumes that the number of tourist visits and
commuters will proportionately reduce from Year 2 onwards, when – in fact – it is more likely that tourist
visits drop significantly more than commuters.
Moreover, it takes as given the comparability of the Garden Bridge with the National Museums. This is
problematic for a number of reasons, but perhaps the most important is the vastly different dwell time
that they will have. According the Health Impact Assessment of the Garden Bridge Planning Application,
the average dwell time on the Bridge is expected to be 10 minutes, plus a 5-minute walk. Inasmuch as
there is a direct correlation between dwell time in a destination and visitors’ propensity to make
donations, it seems inappropriate to compare a Garden Bridge with a 15-minute dwell time to a set of
National Museums that enjoy average dwell times of between 1.5 and 2.5 hours. Moreover, a visitor’s
propensity to make a donation invariably decreases on repeat visits. As the vast majority of commuters
will – almost by definition – be repeat visitors, one can expect this source of donations to reduce over
time. The ‘Downside’ scenario takes both of these factors into account, as shown below in Figure 16.
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Figure 16: Downside Scenario Donations Model
DOWNSIDE

YEAR 1
2,700,000
0.08
4,300,000
0.04
7,000,000
£388,000
£0.06

TOURIST VISITS
AVG TOURIST DONATION
COMMUTERS
AVG COMMUTER DONATION
TOTAL VISITS
TOTAL DONATIONS
AVERAGE DONATION

3.2.5

YEAR 2
2,025,000
0.08
3,225,000
0.04
5,250,000
£291,000
£0.06

YEAR 3
2,025,000
0.08
3,225,000
0.03
5,250,000
£258,750
£0.05

YEAR 4
2,025,000
0.08
3,225,000
0.03
5,250,000
£258,750
£0.05

YEAR 5
2,025,000
0.08
3,225,000
0.02
5,250,000
£226,500
£0.04

Endowment
The Garden Bridge Trust expects to raise a £15 million endowment, which is projected to return at least
4% per annum, while the fund is grown over time through retained profit and the accumulation of
unspent contingency. This is summarised below in Figure 17.
Figure 17: Endowment Income (OMBP Scenario)
OMBP

YEAR 1
£15,000
4.00%
£600.00

ENDOWMENT
RETURN
ENDOWMENT INCOME

YEAR 2
£15,500
4.00%
£620.00

YEAR 3
£16,000
4.00%
£640.00

YEAR 4
£16,400
4.00%
£656.00

YEAR 5
£16,900
4.00%
£676.00

In principle, there is nothing wrong with the mechanics of this approach and, indeed, a capital
endowment seems like the most logical, theoretical solution for securing resources for the long term
maintenance and management of the Bridge.
The way it is dealt with in the OMBP, however, does raise a number of serious concerns.

Relationship of the Endowment to the Capital Funding Programme
Critically, the OMBP assumes the income from a full £15 million endowment to start from Year 1. As per
the currently mooted timetable, this means that the full endowment would need to be in place by
2017/18 at the latest. This seems ambitious. It also raises related concerns about the deliverability of the
capital project without further public support. The table below at Figure 18 shows the state of the capital
funding as per the schedule published by The Garden Bridge Trust in May 2016. No further
announcements have been made since then, so it is assumed that this is current.
Figure 18: Summary of Capital Funding (May 2016)
SUMMARY

(£000s)

Government

£60,000

Trusts & Foundations

£28,650

Companies

£9,248

Individuals

£3,472

Anonymous
TOTAL

£41,750
£143,120
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Importantly, the Trust acknowledged in response to a City Metric article in May 2016 that:
“Some organisations are anonymous at the moment because we are in the process of finalising
contracts with them, and several major announcements are planned soon.” 10

It is therefore unclear how much the £41.75 million that is currently listed as ‘anonymous’ is actually
secured.
With a capital cost of £175 million and the need to raise a £15 million endowment to match the Business
Plan projections, this implies that the actual funding gap at the time of writing is at least £46.88 million
and potentially as high £88.63 million.
Given the time that it has taken the Trust to raise £50 million of private funding it seems inconceivable
that a further £50 million can be raised in the time remaining. There is thus a very strong probability that
The Garden Bridge will launch without the full capital endowment in place.

Treatment of Contingency and Profit
Endowment income is projected to grow from £600,000 in Year 1 to £676,000 in Year 5 by growing the
endowment fund through retained profits and the accumulation of unspent contingency. It appears,
however, that virtually all of the expected contingency and profit has to be recycled into the endowment
fund in order to reach this target. This is surely a circular argument. It can hardly be considered a
“contingency fund”, if its reinvestment underpins one of the main income streams.

Bearing all of this mind, for the purposes of the ‘Realistic’ scenario, this analysis nonetheless gives the
Garden Bridge Trust the benefit of the doubt and assumes that the full £15 million endowment can be
raised in time to generate its first returns, at 4% per annum, by Year 1 of operation. Given the changes
made elsewhere in this scenario, however, there is unlikely to be any unspent contingency or retained
profit to reinvest, so the Fund is kept static at £15 million, generating no year-on-year growth in
endowment income.
The ‘Downside’ scenario is based on the not unreasonable expectation that the current priority is to close
the capital funding gap on the construction project. The Trust would therefore launch without the full
£15 million endowment in place and would need to continue fundraising for the capital endowment over
the first few years of operation in order to incrementally grow it to £15 million.
These different scenarios are compared below in Figure 19.

10

“There’s more: the case for scrapping London’s Garden Bridge”, City Metric
(http://www.citymetric.com/politics/there-s-more-case-scrapping-london-s-garden-bridge-2073)

29

REVIEW OF GBT BUSINESS PLAN

Figure 19: Endowment Income Scenarios
SCENARIO
GBT
REALISTIC

As per OMBP (March 2016)
Full endowment is in place before Year 1, but
business does not generate sufficient profit or
contingency to grow the endowment.

Pre-opening fundraising remains dedicated to
capital project. Bridge opens with minimal
DOWNSIDE
endowment and has to grow it over time through
further capital fundraising.

3.2.6

YEAR 1
£600

YEAR 2
£620

YEAR 3
£640

YEAR 4
£656

YEAR 5
£676

£600

£600

£600

£600

£600

£200

£300

£400

£500

£600

Programme Sponsorship
The OMBP assumes some £500,000 per annum in corporate sponsorship specifically attributed to
community, education and horticultural programmes.
What is astonishing about this assumption is the extraordinary quantum of annual sponsorship that is
projected with virtually no indication of what the programme might actually be. The OMBP provides no
detail whatsoever about its intended community, education and horticultural programmes, so there is no
reference for determining whether £500,000 per annum is optimistic, realistic or conservative.
This is particularly disappointing, as it remains unclear how intensive these Garden Bridge programmes
can be, given the limited space available on the Bridge and its need to function simultaneously as a visitor
destination and a commuter route. Congestion alone might severely restrict the programme, especially in
Year 1.
The benchmarks used to inform this projection are not appropriate. The quantum and type of
programming for The Garden Bridge cannot be anything like The Royal Opera House, The National Gallery
and Historic Royal Palaces, so it is not entirely clear why their experience should inform a business plan
for The Trust.
It is furthermore interesting to note that the anticipated level of programme sponsorship appears to have
changed in the minds of the OMBP’s authors.
The “Consolidated Overview of Income and Costs” (p.33) at Annex 1 reads as shown in Figure 20.
Compare that to the income summary in the body of the main report. This is shown in Figure 21. The
main differences between these two tables are in the Contactless Public Donations (down from £700k in
Year 5 to £525k) and Programme Sponsorship (up from £350k to £500k).
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Figure 20: Screenshot of Figure 26 in OMBP

Figure 21: Screenshot of Figure 6 in OMBP

The most likely explanation for this inconsistency is that an error was belatedly spotted in the Contactless
Public Donations line, where the 10p per visit assumption (see Section 3.2.4) was incorrectly applied to 7
million visits per annum (forgetting that the visitor projection decreases to 5.25 million after Year 1). To
compensate – once the error was spotted – £150k per annum was added to the Programme Sponsorship
line and £50k was added to the Individual Patrons Scheme.
This type of adjustment is not uncommon. Indeed, it is endemic with new destinations because
sponsorship income is difficult to estimate and is thus correspondingly difficult to challenge. The
sponsorship line is frequently used in new attraction business plans as a ‘balancing item’, freely adjusted
up or down to achieve the desired result on the bottom line.
It is precisely for this reason that projected income from sponsorship, philanthropy and fundraising is so
susceptible to optimism bias (Section 2.3). Robust due diligence on a destination business plan should
insist that applicants validate their sponsorship assumptions with at least some indication of the
sponsorship inventory (in this case, the nature of the public programme and its costs). That does not
appear to have happened in this case or – if it has – the outcome of that challenge process has not been
reflected in the extant business plan.
Bearing all of this in mind, this analysis bases the ‘Realistic’ scenario on the original estimate of £350k per
annum. The ‘Downside’ scenario assumes that the programme is significantly constrained by the
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demands of maintaining a free-flowing commuter route and limits programme sponsorship to £100k per
annum.
Figure 22: Programme Sponsorship Scenarios
SCENARIO
GBT
REALISTIC

As per OMBP (March 2016)
Impossible to estimate without some indication of
what the public programme might consist of, but
takes the lower of the two inconsistent estimates in
the OMBP.

YEAR 1
£500

YEAR 2
£500

YEAR 3
£500

YEAR 4
£500

YEAR 5
£500

£350

£350

£350

£350

£350

£100

£100

£100

£100

£100

Assumes that the public programme is constrained

DOWNSIDE by overcrowding and congestion on The Garden
Bridge.

3.2.7

Individual Patrons Scheme
Patrons are afforded special privileges, such as ‘behind the scenes’ tours and invitations to the Annual
Chairman’s Party. It is a form of individual membership that is common of many arts, cultural and
heritage destinations.
Similar to the Programme Sponsorship line, projections for the Individual Patrons Scheme appear to have
been arbitrarily increased at some point in the drafting process.
The box on Page 18 of the OMBP mentions £320,000 income in Year 1, which is consistent with the
“Consolidated Overview of Income and Costs” at Page 33. The final projections, however, have this at
£370k per annum – presumably to compensate for the ‘loss’ of income in the Contactless Public
Donations line.
Nevertheless, the assumptions in this section seem broadly reasonable.
The ‘realistic’ scenario makes no changes to the final OMBP assumptions. For the ‘downside’ scenario,
the original assumption of £320k per annum is used instead.
Figure 23:Patrons Scheme Scenarios
SCENARIO
GBT

3.2.8

As per OMBP (March 2016)

YEAR 1
£370

YEAR 2
£370

YEAR 3
£370

YEAR 4
£370

YEAR 5
£370

REALISTIC

Takes the higher of the two projections within the
OMBP (March 2016)

£370

£370

£370

£370

£370

DOWNSIDE

Takes the lower of the two projections within the
OMBP (March 2016)

£320

£320

£320

£320

£320

Merchandise
Merchandise is perhaps the only part of the income projections in the OMBP that appears to be overly
conservative rather than overly optimistic.
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It is true that parks and gardens tend to attract lower levels of secondary spend than other attractions
with longer dwell times and broader range of merchandising and licensing opportunities. Nevertheless,
with c.2 million tourist visits per annum projected, merchandising income of £50k per annum equates to
average retail income per visit of just £0.02, which is well below the minimum achieved, for example,
within the ALVA group of attractions (Association of Leading Visitor Attractions).
In this case, the ‘realistic’ scenario applies a benchmark of £0.05 income per head to the projected
number of tourist visits. The ‘downside’ scenario takes the OMBP projections as given, as these already
seem conservative enough.
Figure 24: Merchandise
SCENARIO
GBT
REALISTIC

As per OMBP (March 2016)
Based on average income per head of £0.05, applied
only to tourist visits.

DOWNSIDE As per OMBP (March 2016).

3.3

YEAR 1
£50

YEAR 2
£51

YEAR 3
£52

YEAR 4
£53

YEAR 5
£54

£135

£101

£101

£101

£101

£50

£51

£52

£53

£54

Expenditure Projections
It is difficult to make any specific judgements about the expenditure projections in the OMBP because so
little detail is provided about them. They are outlined in only the broadest terms and relevant
benchmarks are referred to, but not provided. The summary cost schedule is provided below, in full.
Figure 25: Expenditure Summary (£000s)
ITEM
Operation of the Garden Bridge

YEAR 1

YEAR 2

YEAR 3

YEAR 4

YEAR 5

-£1,223

-£965

-£984

-£1,004

-£1,024

Garden Maintenance

-£113

-£113

-£113

-£113

-£113

Asset Maintenance

-£255

-£260

-£265

-£270

-£275

Renewals

-£261

-£266

-£271

-£277

-£282

Utilities and services

-£152

-£155

-£158

-£161

-£165

Trust running costs

-£599

-£611

-£623

-£635

-£648

Impact payment
TOTAL EXPENDITURE

-£250

-£250

-£250

-£250

-£250

-£2,853

-£2,620

-£2,664

-£2,710

-£2,757

That said, the line items appear to be generally of the right order of magnitude and some – e.g. the
Garden Maintenance contract with Willerby – are already known and are thus more predictable than
others.
It is also fair to presume that the Trust has access to the necessary expertise within the design team and
at TfL to accurately forecast cost items like Asset Maintenance and the Trust is obviously well aware of its
own Trust Running Costs, which are predominantly salaries and overheads. It is also not unreasonable to
assume that operations costs would reduce significantly following the initial launch.
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The Renewals budget is arguably low for a project that cost so much to deliver in the first place. As a
general rule of thumb, destinations are typically advised to allow for between 10% and 20% of initial fit
out costs as sinking fund or product renewal budget. The principle being that on a cycle of 5-10 years, all
of the visitor-facing elements can effectively be replaced or upgraded. That said, few destinations
manage to meet that standard and, in any event, the Garden Bridge is such a unique proposition that
these industry-standard benchmarks may not apply.
It is, however, worth noting that while the rest of the expenditure schedule is inflated at 2% per annum,
the Impact Payment to Lambeth Council – a s106 condition that is intended to help the Council to
mitigate the effects of additional visitor traffic on the South Bank (inc. cleaning, waste, security, etc.) – is
held constant at £250k per annum. This is presumably because it is intended to be reviewed annually on
an open book basis based on actual costs, and is consequently just as likely to go down as up over the
reference period. For a 5-year P&L, that is fair enough, but over the 55-year cashflow needed to consider
the debt repayment schedule (see below), some measure of inflation is needed or the value of this
payment to Lambeth Council will be steadily eroded.

3.3.1

Contingency
In principle, allowing for a contingency fund equivalent to 10% of budgeted operating expenditure is fairly
standard and good practice. It is arguably low, in this case, given the highly unconventional nature of the
project and the experimental nature of its design and engineering. It cannot be a ‘daring’ and ‘visionary’
project without taking risk and risk should be reflected in the contingency fund.
More important, however, as already discussed above at Section 3.2.5, the treatment of Contingency in
the OMBP is problematic. There appears to be a circular argument inasmuch as accumulated contingency
is added back into the Endowment Fund, thus generating incremental income in the model. There is an
implicit expectation, in other words, that the contingency will never be spent. This seems generally
unrealistic, even over the course of a 5-year forecast, but is wholly untenable in view of the debt
repayments that start in Year 6.

3.3.2

Fixed Costs versus Variable Costs
While the cost projections seem to be generally much more robust than the income projections, it is
important to note this central feature of the business model: expenditure is mostly fixed, while income is
overwhelmingly variable and voluntary.
While this is true of most destination businesses – which is what makes them inherently high risk
propositions – the situation is risk is especially pronounced for The Garden Bridge. To secure its planning
consent and the necessary land acquisition, the Trust has given away most of the commercial income that
would typically help an attraction operator to diversify income streams. At the same time, the peculiar
nature of its public funding and the need to double as both a free-to-access visitor destination and a
major transport route has burdened the Trust with obligations that have to be met irrespective of how
much income it generates.
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As most variable costs have been pushed onto corporate partners and customers anyway, what’s left is
almost entirely fixed cost and it is difficult to see where the Trust could cut expenditure in response to
reduced income without directly affecting the quality of the experience.
Nevertheless, it is reasonable to assume that if income falls below what is projected, then the Trust would
employ some measure of cost cutting to reduce overheads. To allow for this, the ‘Realistic’ and
‘Downside’ projections in this analysis, assume a reduction to Trust Running Costs that is proportional to
any reduction in income.

3.4

Summary of Financial Scenarios
Based on all of the considerations described above, a like-for-like summary of the three financial scenarios
is provided below.

Figure 26: Comparison of Year 1 and Year 5 Projections
YEAR 1 SUMMARY
ITEM

GBT

REALISTIC

YEAR 5 SUMMARY

DOWNSIDE

GBT

REALISTIC

DOWNSIDE

INCOME
MAJOR FUNDRAISING EVENT

£350

£350

£325

£366

£325

£298

COMMERCIAL EVENT HIRE

£360

£360

£240

£338

£325

£216

CORPORATE MEMBERSHIP

£425

£300

£300

£498

£351

£317

CONTACTLESS DONATIONS

£700

£442

£388

£568

£359

£245

ENDOWMENT

£600

£600

£200

£732

£649

£649

PROGRAMME SPONSORSHIP

£500

£350

£100

£541

£379

£108

INDIVIDUAL PATRONS SCHEME

£370

£370

£320

£400

£400

£346

£50

£135

£50

£58

£110

£58

£3,355

£2,907

£1,923

£3,502

£2,898

£2,239

-£1,223

-£1,223

-£1,223

-£1,024

-£1,024

-£1,024

GARDEN MAINTENANCE

-£113

-£113

-£113

-£113

-£113

-£113

ASSET MAINTENANCE

-£255

-£255

-£255

-£275

-£275

-£275

RENEWALS

-£261

-£261

-£261

-£282

-£282

-£282

UTILITIES AND SERVICES

-£152

-£152

-£152

-£165

-£165

-£165

TRUST RUNNING COSTS

-£599

-£552

-£365

-£648

-£551

-£425

IMPACT PAYMENT

-£250

-£250

-£250

-£250

-£250

-£250

MERCHANDISE
SUB-TOTAL
EXPENDITURE
OPERATION OF THE GARDEN BRIDGE

SUB-TOTAL

-£2,853

-£2,806

-£2,619

-£2,757

-£2,660

-£2,534

GROSS PROFIT

£502

£101

-£696

£745

£239

-£295

CONTINGENCY

-£270

-£266

-£248

-£289

-£279

-£266

£232

-£165

-£944

£456

-£40

-£561

NET PROFIT

It is important to note the following about this summary.
1. The OMBP curiously allows for 2% inflation on all of the expenditure lines (except for the Impact
Payment), but not on all of the income lines. For consistency, this analysis applies the same rate
of inflation to income as well as expenditure. What is therefore shown as the ‘GBT’ Scenario in
Figure 26 differs slightly from what is in the OMBP. The whole of this difference, however, is
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explained by the application of inflation to the income lines and it ultimately strengthens rather
than weakens its position.
2. What has been described as the ‘Realistic’ Scenario, should not be interpreted as an overly
cautious or pessimistic view of what could happen. In most cases, the adjustments made to the
OMBP assumptions to generate this scenario are sensible corrections of logical errors or
ambitious estimates on the part of the Garden Bridge Trust.
3. The ‘Downside’ scenario, on the other hand, can be treated as a ‘worst case’, but it is always
prudent to do so, if only to see what the implications would be for the operator and its
guarantors. The recent experience of the ArcelorMittal Orbit – which incurred losses of £1.4
million in 2013/14 and £0.52 million on 2014/15 – is ample testament to the importance of not
treating these ‘downside’ scenarios lightly.
For completeness, Figure 27 shows the resulting Gross Profit for each of these three scenarios in the first
five years of operation.
Figure 27: Comparative Gross Profit
£1,000
£800
£600

£661
£502

£400
£200

£745

£691

£637

£284

£226

£243

£239

YEAR 3

YEAR 4

YEAR 5

£101

£0
YEAR 1

YEAR 2

-£200

-£400

-£309
-£412

-£295

-£400

-£600

GBT
-£800

-£696

REALISTIC
DOWNSIDE

Importantly, the OMBP only provides an income and expenditure forecast for Years 1 to 5. This is not
uncommon and under normal circumstances presents no major concern – not least because the accuracy
of a forecast inevitably decreases the further it projects into the future.
The Garden Bridge is different, however, because of the conditions of the TFL loan and the fact that
repayments only begin from Year 6 onwards. There is no mention whatsoever about the need to service a
£20 million debt in the OMBP. To only present a 5-year financial horizon, when the financial picture
changes so dramatically from Year 6 onwards thus presents a misleading picture.
The likely impact of the TFL loan on the Garden Bridge cashflow is discussed at length in the following
section.
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4

Servicing the Debt

4.1

Terms of the Transport for London Loan to Garden Bridge Trust
The initial public funding package for The Garden Bridge was composed of two equal grants of £30 million from
Transport for London and HM Treasury (via the Department for Transport). The full terms of the TfL grant are
described in the Deed of Grant (2 July 2015) exchanged between Transport for London and the Garden Bridge
Trust.
In September 2015, the then Mayoral candidate, Sadiq Khan, and the Leader of Lambeth Borough Council, Lib
Peck, publicly expressed reservations about the project and suggested the possibility of withdrawing their
support.
In November 2015, it was announced that “talks between Labour mayoral candidate Sadiq Khan, Lambeth
council leader Lib Peck, Transport for London and the Garden Bridge Trust reached a dramatic breakthrough
that will allow work to start on schedule” (Evening Standard, 2 November 2015).
Specifically, this ‘breakthrough’ involved the conversion of £20 million of the original £30 million grant into a
55-year, low interest loan.
The precise terms of this loan are fully described in the Loan Facility Agreement between TfL and GBT, dated 13
November 2015.
In summary:


The Loan can be drawn down in two separate tranches of £10 million each.



The Loan is conditional on the following:
o

GBT demonstrating “to TfL’s satisfaction that it has secured, or is able to secure, a sufficient
level of funding … to cover the costs of construction of the Garden Bridge” 11.

o

GBT demonstrating “to TfL’s satisfaction that it has raised a satisfactory level of funding to
operate and maintain the Garden Bridge once it is built for at least the first five years.”12

o

GBT demonstrating “to TfL’s satisfaction that it has taken all appropriate steps to reduce the
Total Project Cost, whilst maintaining the integrity of the Project, and to actively continue to
seek private funding prior to and during the construction phase of the towards the capital
costs of the project in order to minimise its recourse to the Loan Facility.”

11

This is not unusual. Applicants for public funding or Lottery grants typically need to draw down funds before their
fundraising is complete. It is standard practice, however, for such applicants to demonstrate their ability to raise the balance
of funding by providing a detailed fundraising strategy and/or through ‘open book’ transparency on all fundraising to date. To
our knowledge, neither of these have been made public for the Garden Bridge. Although a list of private donors has been
published, there is a degree of ambiguity about this, as the Garden Bridge Trust has acknowledged that some of those donors
listed as ‘Anonymous’ have not been identified because the funds have not been contractually secured. It is therefore
impossible for the outside observer to judge precisely how much private funding the Garden Bridge Trust has raised or how it
intends to raise the balance.
12 There is nothing in the public domain to suggest that this condition has ever been met and, indeed, the fundraising
information that has been released would appear to suggest otherwise. That the GBT has already drawn down a large part of
the Loan would thus imply that this condition has been breached, presumably with the lender’s consent. It is possible that the
OMBP itself has been accepted as proof that the Trust has ‘raised a satisfactory level of funding to operate and maintain the
Garden Bridge … for at least five years’.
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The minimum annual repayment is £250,000 due each year of the Loan term on the anniversary of the
opening date.



Early repayment of the outstanding inflated Loan balance (in whole or in part) is allowed without
penalty.



No interest is charged but the Loan balance is RPI-indexed up to a maximum of 2% per annum.13



The repayment term is 50 years starting from the fifth anniversary of the Date of Opening. So the
total term of the loan including a two-year construction period, a five-year grace period, and the 50year repayment term is, in fact, 57 years.

4.2

Loan Repayment Scenarios
Given the rate at which the Garden Bridge Trust is burning cash on preliminaries, planning, design, PR and preconstruction contracts (£37.7 million reportedly spent by May 2016), it seems apparent that the full £20 million
loan facility will be drawn down. We can therefore take this assumption as a given.
It is worryingly worth noting that the Garden Bridge Trust has a perverse incentive to spend money as quickly
and not as efficiently or cost-effectively as possible. That is, the Trust has a powerful incentive to ensure that it
reaches a ‘point of no return’ (in financial terms) as quickly as it can so that planning, land acquisition and/or
legal challenges do not ultimately thwart the project. One can only assume that this is a large part of the
explanation as to how such an extraordinary sum of money could have been spent before construction has
even started.
That said, the OMBP still presents a financial scenario that theoretically allows for repayment of the loan. So it
seemingly supports the current Mayor’s assertion that – any waste notwithstanding – persevering with the
project is in the taxpayer’s interest because, at a minimum TFL would recover the £20 million loan and the
Exchequer would recoup a portion of its funding through VAT payments over the course of the project. This is
illustrated in the chart below, where the current OMBP forecast is simply projected forward by the rate of
inflation, with principal and interest payments added.14

13

This is a particularly generous provision inasmuch as the average annual rates of inflation over the last 10, 20
and 30 years have been, respectively: 3.0%, 2.8% and 3.4%
14 The Loan Agreement actually makes no provision for the payment of interest, but – instead – asks the
borrower to repay the inflated loan balance, which is indexed to RPI up to a ceiling of 2%. The rate of inflation
can thus be taken as the implied interest rate and, for the purposes of this analysis, the repayment of interest is
distinguished from the repayment of principal.
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Figure 28: GBT Scenario - 55-year cashflow
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As the chart in Figure 28 shows, if the OMBP is taken at face value, the Garden Bridge would appear to support
repayment of the £20 million debt, as per the conditions set out in the Loan Agreement with TFL. Indeed, it is
even possible that – under these conditions – the balance of the loan could be repaid early. Even while
servicing the debt – IF the GBT never spent its contingency – then the growing contingency fund and the
accumulation of retained profit would allow the GBT to repay the outstanding inflated loan balance in full by
Year 30. Because the contingency fund is used to service and ultimately repay the debt, however, this leaves
no margin for meeting any unexpected costs, which over the course of a 55-year period would almost certainly
be required.
As this paper argues though, it is highly unlikely that the Garden Bridge can achieve its income targets if it
operates as described in the OMBP. A far more likely scenario is as shown below. What Figure 29 shows is
that the Garden Bridge Trust might be operationally profitable in its first five years of operation, but once the
obligations of the Loan Agreement begin in Year 6, it falls immediately into deficit. Any contingency and
retained profit that is accumulated by that date would be exhausted within three years, after which, deficits
would need to be bridged by recourse to the GLA guarantee. Only by 2049 would enough of the debt have
been repaid for the Trust to be back in surplus. In this case, the Net Present Value of the additional GLA
funding needed to bridge these operational deficits amounts to some £4 million (at the HMT-recommended
discount rate of 3%).
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Figure 29: 'Realistic' Scenario – 55-year cashflow
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Once again, based on the information provided in the OMBP and assumptions made about how the Bridge
would operate, this could be considered a likely (or ‘realistic’ scenario). The conservative or ‘downside’
scenario looks considerably worse and is shown below in Figure 30.
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Figure 30: 'Downside' Scenario – 55-year cashflow
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If the ‘downside’ scenario described in this report were realised, then the Net Present Value of additional GLA
funding needed to bridge the operating deficit and repay the original £20 million loan would be almost £23
million. In fact, what would most likely happen in this scenario is that the outstanding debt would be written
off and the Bridge would either be gap-funded by the GLA or the GBT would simply be wound up, with the
Bridge reverting back to public ownership and operation.
As a final test, it is worth checking the sensitivity of the GBT Business Plan to ‘downside’ scenarios of specific
income streams rather than the ‘worst case’ possibility of all income streams being affected simultaneously.

Figure 31, for example, shows what would happen if the ‘downside’ scenario is realised only for that income
stream that appears to be most vulnerable and uncertain at this stage: i.e. income from an endowment fund
that – as of July 2016 – is still at least £13 million below target. In this case, the additional funding needed from
the GLA to bridge the operating deficit would amount to over £7 million.
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Figure 31: Downturn in Contactless Donations and Endowment Income
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It is another peculiar feature of the Loan Agreement between Transport for London and the Garden Bridge
Trust that the Trust is only obliged – in any particular year – to make a “minimum payment” of £250,000. It is
conceivable therefore that the Trust only pays the minimum payment until such time as it has accumulated the
reserves to pay the outstanding loan balance. Figure 32 therefore shows the resulting cashflow implications in
the GBT, Realistic and Downside Scenarios of the Trust only paying the minimum payment.
In this case, the GBT appears to be sustainable, with a consistent surplus and the ability to fully repay the
outstanding inflated loan balance by Year 31.
The Realistic Scenario still requires a large measure of funding from the GLA (c.£3 million in present value) and
would only just be able to pay the outstanding inflated loan balance by Year 53, assuming that contingency
funds were never spent.
The Downside Scenario is considerably worse, as it is virtually never in surplus. The Present Value of all
additional GLA funding in this scenario could be as much as £21 million and the outstanding loan balance at the
end of the term would be £7.5 million. Should this scenario be realised, it remains in the taxpayer’s interest to
have the debt simply written off.
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Figure 32: GBT, REAL and DOWNSIDE Scenarios with Minimum Payment of £250,000 pa
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