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KEY DECISION 
 

REPORT OF THE PORTFOLIO HOLDER FOR INCLUSIVE ECONOMY AND THIRD 
SECTOR AND DIRECTOR OF COMMERCIAL DEVELOPMENT AND INVESTMENT 

 
STRATEGIC INFRASTRUCTURE 

 
 
1. PURPOSE OF REPORT 
1.1 This report seeks Combined Authority (“the CA”) approval to provide a short term 

loan of £34 million to Liverpool Airport (Intermediate) No. 3 Ltd, the owner of the 
Liverpool Airport Ltd to meet immediate needs of Liverpool John Lennon Airport 
(“the Airport”). 

1.2 This is intended to provide temporary financial support to enable the Airport to 
recover from the current Covid-19 pandemic and so far as possible return to pre-
Covid-19 operation levels, until it is able to raise new funding. 

1.3 The Combined Authority should note that proceeding with such loan is subject in 
particular to existing private sector shareholders also committing significant new 
finance into the Airport, which will reduce the risk to the Combined Authority. The 
amount of such finance is set out in Appendix 1 (Key Terms of Loan). 

1.4 Proceeding with the loan will also require the formal approval by Liverpool Airport 
Ltd, its holding company and ultimate shareholders. At the time of submitting this 
report, such approvals were outstanding although agreement in principle has been 
reached.   

 
 
2. RECOMMENDATIONS 

 
2.1 It is recommended that the Liverpool City Region Combined Authority: 



(a) Approve the provision of a loan of £34 million to Liverpool Airport 
(Intermediate) 3 Ltd to be funded from prudential borrowing; and  

(b) Grant delegated authority, subject to the conditions set out in Appendix 2 
(Conditions to Enter into Loan), to the Director of Commercial Development 
and Investment to finalise negotiations of detailed funding terms and 
associated agreements in consultation with the Combined Authority Monitoring 
Officer and Combined Authority Treasurer.    
 
 

3. EXECUTIVE SUMMARY 
 
3.1 The proposed loan represents a partial departure from the Combined Authority‟s 

usual funding objectives, which promote the economic and social development of 
the Liverpool City Region. This is due to the exceptional circumstances arising out 
of the Covid-19 pandemic. The Airport is a key strategic infrastructure asset for the 
region,  

3.2 The Airport is estimated to support around 6,000 jobs in the City Region and 
provide £250m per annum in economic impact. It is also an important facility for City 
Region residents. The Combined Authority previously recognised that “international 
connectivity is essential for the local economy and the roles of international 
gateways such as ports, airports and cruise terminals as economic hubs and drivers 
for local economies and tourism need to be maximised.” 

3.3 The purpose of the loan is therefore to provide stability for the Airport, its 
passengers and other users during the Covid-19 recovery period whilst a longer 
term private sector funding solution is found.  

3.4 To provide assurance that the Combined Authority‟s involvement in funding the 
Airport will be at the lowest level possible to achieve this purpose, and that risks to 
public money are minimised, the following safeguards are proposed: 

 The Combined Authority loan must be refinanced by the Airport by no later 
than 31st March 2023, at which point the Combined Authority will cease to 
have any funding involvement in the Airport; 

 The Combined Authority loan must be match funded by substantial investment 
from the Airport‟s private shareholders; 

 The Airport must  endeavour to grow its existing business and passenger 
services (so far as the Covid-19 pandemic and market conditions allow).  This 
will be monitored through the Combined Authority‟s Programme Management 
Office; 

 The interest chargeable increases annually to encourage the borrower to 
repay the loan as soon as practicable; 

 The terms of the loan provided by the Combined Authority to the Airport will 
include sufficient interest rates and charges to cover the costs and commercial 
risks for the Combined Authority in entering into this transaction and in 
addition provide a return on the investment that can be recycled into future 



LCR economic development projects. It also includes significant contingency 
should the Airport‟s recovery become slower than planned. 

 The Combined Authority must be granted a first ranking legal mortgage over 
the Airport site as part of a comprehensive package of security for the loan, to 
minimise the risk to the public purse and ensure that it is repaid first in the 
event of the Airport failing to meet its obligations; and 

 Distribution of any profit or other income generated by the Airport to its 
shareholders will be restricted until the Combined Authority‟s loan is fully 
repaid. 

These safeguards are set out in more detail in this Report. 
 

 

4. BACKGROUND 
 

4.1 Liverpool John Lennon Airport (“the Airport”) is owned (though a holding company 
structure) by: 

(a) Peel Group (45%);  

(b) Ancala Partners (“Ancala”) (45%).  Ancala is an investment fund specialising 
in infrastructure Assets; and 

(c) Liverpool City Council (10%) 

The company structure under which these companies own the Airport is set out in 
Appendix 3 (Structure Chart). This structure has been put in place to support the 
previous raising of finance for the Airport.  Whilst complex, such structures are not 
unusual for companies of this nature and size – they are used to enable different 
providers of finance to take different levels of security in the underlying investment 
(in this case the Airport) and to be paid in agreed levels of priority.  In this case the 
proposed Combined Authority loan will have the highest level of priority and be 
repaid first.     

4.2 The Covid-19 pandemic has had a material adverse effect on the Airport‟s 
business.   

4.3 Having exhausted the opportunity for commercial funding, and in the 
unprecedented circumstances presented by the pandemic, the Airport has 
requested loan support from the Combined Authority. 

4.4 The following sections and appendices to this report set out the current and forecast 
trading performance of the Airport, proposed loan arrangements and risks. They 
also summarise the due diligence undertaken. 
 
 

5. SUPPORTING THE AIRPORT 
 
Purpose 



5.1 Liverpool John Lennon Airport is a strategic infrastructure asset for the City Region.  
It is both a key facility for City Region residents: it is estimated that 66% of 
passengers using the Airport live in the City Region, as well as supporting the City 
Region economy through attracting inbound visitors to the City Region. 

5.2 The current owners of the Airport intend to invest in the Airport as a regional 
passenger airport, to attract both additional passengers and expand the range of 
destinations served by the Airport.  This is intended to include long-haul 
destinations via a major European hub. Notwithstanding the impact of the 
pandemic, the Airport still intends to expand to over 6.5 million passengers by 2025 
(from 5 million pre-pandemic). 
 
 

6. SUPPORT OPTIONS 
 

6.1 The following options were considered for supporting the Airport: 

a) Loan support as recommended in this report. This option enables the Combined 
Authority to provide short term, time limited support, and to have an appropriate 
degree of control and influence over the Airport‟s finances and its operations (at 
a strategic level) for the duration of the loan. The Combined Authority will earn 
interest on the loan provided but, as with any loan, should the Airport be unable 
to repay the loan in full, the Combined Authority may suffer a loss.  The 
Combined Authority will however be able to determine how it acts in the event 
the Airport cannot repay (such as whether it wishes to enforce or provide more 
time).  

b) Provision of a guarantee to a loan provided by a bank. Any such guarantee 
would attract a fee payable by the Airport (equivalent to interest).   

This would have the benefit of not requiring the Combined Authority to advance 
any monies and hence saving any interest cost as the Combined Authority 
would not need to borrow for this purpose. However, the risk position would at 
least be equal to that of the loan option in (a) above. Any losses incurred would 
be claimed against the Combined Authority through the guarantee. 

The Combined Authority would have much more limited control over the loan, 
any conditions attached to it and how it might be enforced. 

The overall cost of such an arrangement would also be higher than the loan 
option once banking costs were added to any fees charged for providing such a 
guarantee.  For these reasons this option was not explored further. 

6.2 The Airport did not propose the Combined Authority take a shareholding in the 
Airport and this has not been considered by the Combined Authority.  This is for the 
following reasons: 

 The intent is for the Combined Authority to provide short-term support 
whereas a shareholding would likely result in, and is more suitable for, a 
longer term relationship; 

 A shareholding would result in potentially a higher risk of loss to the Combined 
Authority as the Combined Authority would be exposed to any future 



deterioration in value of the Airport.   The risk of any loan is mitigated by the 
fact that it will have the highest ranking security, will be repaid first in any 
default circumstances and that shareholders will be contributing substantial 
new funding.     

6.3 The proposed loan arrangements will not result in the Combined Authority having a 
share in the Airport or a share of dividends, nor will it have any oversight of the 
Airport‟s day to day operation. 

7. IMPACT OF COVID-19 ON THE AIRPORT 
 

7.1 The initial impact of Covid-19 on the Airport was severe. Throughout the early 
lockdown period the main terminal was closed, however the runway was kept open 
to allow a Loganair, Isle of Man Healthcare Trust flight every day to bring patients to 
Liverpool hospitals. Passengers were able to use the private terminal at the Airport 
where needed.  The majority of staff (approx. 60%) were furloughed. 

7.2 As the runway was maintained, the Airport has been able to return to flying with no 
further regulatory (Civil Aviation Authority) requirements. 

7.3 In June the terminal reopened, Belfast flights resumed (although with lower 
capacity) and Easyjet and Wizz recommenced flying to Budapest and Varna. 
Passengers numbers were only 2% of normal for June. 

7.4 On 1 July, Ryanair recommenced flying and will fly 64% of its pre-pandemic 
capacity.   Easyjet returned on 20 July and will fly 65% of normal capacity in 
August. 

7.5 In the week commencing 13 July, approximately 18,000 passengers used the 
airport - 20% of a normal July week without EasyJet, the single largest carrier, 
operating.  Revenues are in line with or above the Airport‟s forecasts. 

7.6 Airlines are giving positive indications of flying intentions over the next 18 months, 
with Ryanair anticipating flying a nearly full (97%) winter schedule. 
 
 

8. AIRPORT BUSINESS MODEL AND FINANCIAL FORECASTS 
 

8.1 The Airport benefits from a number of different of income streams set out in 
Appendix 4 (Airport Income Streams). Most of such income is related to passenger 
numbers and therefore reduction in passengers has a direct impact on the Airport‟s 
profitability. 

8.2 In order to assess the robustness of the proposed loan and risk associated, the 
Airport has provided the CA with detailed financial projections covering the period of 
the loan. These forecasts include both the Airports best estimate of future business 
(“Base Case”) as well as the impact of various sensitivities i.e. adopting more 
cautious assumptions.   

8.3 A description of these forecasts is set out in Appendix 5 (Financial Forecasts). 
 
 
9. TERMS OF PROPOSED LOAN 



 
9.1 A summary of terms of any loan are set out in Appendix 1 with detailed terms set 

out in Appendix 6. 

9.2 These have been developed to achieve the following objectives: 

(a) To act as a short/medium term „bridge‟ until normal trading conditions are 
achieved and the Airport is able to raise commercial finance; 

(b) To secure so far as possible the Airport‟s return to pre-Covid 19 flights and 
other operations whilst providing financial stability during a period of 
uncertainty, allowing necessary Covid-19 adjustments to be made; 

(c) To minimise the risk of non-payment and loss to the Combined Authority;   

(d) To encourage the Airport to raise such commercial finance as soon as it is 
reasonably able to do so; and  

(e) To provide sufficient initial cash to enable the Airport to operate through a 
reasonable continuing downturn until it returns to generating positive cashflow 
and to minimise the risk of needing to raise additional cash. 
 
 

10. LOAN SECURITY 
 

10.1 To minimise the risk of such a loan for the Combined Authority, the Combined 
Authority will take a legal mortgage over the Airport site and  a debenture over all of 
the business and assets of the Airport. This means that in the event the Airport is 
unable to repay the Loan,  

 the Combined Authority can take ownership of the whole of the Airport site, 
and  

 also appoint an administrator to run the Airport business on its behalf with the 
objective of selling it as a going concern, enabling the Combined Authority‟s 
loan to be repaid.  

10.2 The risk is further mitigated by existing shareholders, who will also contribute new 
loans. These new funds will be as Junior Debt, meaning that they cannot be repaid 
by the Airport until the Combined Authority has been fully repaid. The fact that the 
Airport‟s shareholders are willing to invest substantial loans on this basis 
demonstrates a high level of confidence that the business of the Airport will recover. 

10.3 The lending structure set out above means that the Combined Authority will have 
first entitlement to any assets and monies of the Airport in the event that it falls into 
financial difficulty and is unable to repay the loan. This means that the Combined 
Authority will be entitled to seek to recover its investment in full in priority to HMRC, 
shareholders and other creditors receiving any repayment of monies owed to them.   
Detail of the order of priority of funds in the event of financial difficulty is set out in 
Appendix 8 (Priority of Creditors). 

10.4 A land valuation is currently being sought over the site of the Airport (approx. 250 
acres), although, given the strategic economic importance of the Airport, selling 



such land for use other than as an Airport must be considered only as an ultimate 
last resort. 

 
 
11. RISKS AND MITIGATING ACTIONS 

 
11.1 Whilst the structure of the proposed loan has been developed to minimise risk, in 

normal circumstances it would not be possible to eliminate such risk entirely and 
because of the Covid-19 pandemic some risks are increased. 

 

 

11.2 An analysis of the key risks is set out in Appendix 7 (Risk Analysis). 

11.3 Should such risks materialise, and the Airport be unable to repay its loans, there is 
no guarantee that the Combined Authority will be able to recover all sums owing 
and may suffer a loss. 

11.4 This risk is mitigated by the security arrangements as described above, and due 
diligence being carried out by the Combined Authority to ensure that there is 
sufficient value in the Airport assets and business to cover the Combined Authority 
investment. 

11.5 There is no direct or indirect exposure through the precept nor would there be any 
intention or foreseeable circumstances in which the precept would be exposed. 

 
 
12. ENVIRONMENTAL CONSIDERATIONS 

 
12.1 The Combined Authority was consulted on the Airport‟s long-term masterplan in 

2017.  This consultation was reported to the Combined Authority at its meeting on 
14 July 2017. The response to this consultation is attached as Appendix 9 
(Combined Authority Response to Draft Airport Masterplan). 

12.2 This response recognised that “International connectivity is essential for the local 
economy and the roles of international gateways such as ports, airports and cruise 
terminals as economic hubs and drivers for local economies and tourism need to be 
maximised.” 

12.3 It also recognised that “aviation is an activity that brings negative impacts. These 
stem from land-take and development, ecological and environmental impacts, 
together with noise, disturbance and emissions from aircraft, airside operations and 
surface access” and that “it is vital that the airport is developed in a way that 
actively reduces its impacts and wherever possible, seeks to exceed existing 
national or European limits, targets or standards. “ 

12.4 It will be a requirement of the loan that the Airport continues to work with 
Sustainable Aviation (an umbrella organisation which has committed to net zero 
carbon emissions from Aviation by 2050) to reduce the impact of emissions from 
aircraft and support global agreements on aviation emissions.  



12.5 The Airport will also be asked to consult with the Combined Authority in any 
expansion of the airport such as including innovative and sustainable design 
principles and mitigation methods. These could include the use of green 
infrastructure, sustainable construction materials and techniques, electric vehicle 
charging facilities, together with zero carbon energy generation technologies, as 
examples. However because of both the short-term nature of the proposed loan and 
that such physical expansion is not anticipated, this will not be specific loan 
condition. 

 
 
13. WIDER IMPLICATIONS 

 
13.1 It is noted that providing a loan of the nature set out would be a departure from 

previous investments i.e. providing loans to support an existing strategic 
infrastructure asset rather than specifically new economic development. 

13.2 The Combined Authority may wish to consider this against both the exceptional 
circumstances pertaining to this loan relating to the Covid-19 pandemic, beyond the 
control of the Airport and its owners, and the strategic importance placed upon the 
continued operating of the Airport as a regionally important infrastructure asset. 

 
 
14. LEGAL IMPLICATIONS 

 
The proposed loan falls within the powers and functions of the Combined Authority 
as the recovery of the Airport is integral to the economic regeneration and 
development of the Liverpool City Region and provision of loans falls with the 
Combined Authority‟s general power of competency (Section 1 of the Localism Act 
2011 and Article 13, Schedule 2, paragraph 1 of The Halton, Knowsley, Liverpool, 
St Helens, Sefton and Wirral Combined Authority Order 2014/865.)  Legal work 
required to put in place the proposed loan arrangements will be carried out by a 
combination of internal resource and specialist external support, to ensure that the 
Combined Authority‟s strategic priorities are reflected in the arrangements and its 
financial investment is robustly protected.  
 

 State Aid 
 
 The proposed loan is being made in line with the Covid-19 EU Temporary State Aid 

Framework and the approved UK national scheme under it.  This allows public 
authorities to make loans to businesses which are suffering from temporary liquidity 
shortage as a result of the Covid-19 pandemic.  A formal legal opinion will be 
obtained from the Airport‟s lawyers. 

 
 
15. RESOURCE IMPLICATIONS 

 
15.1 Financial 

The level of loan funding represents the Combined Authority‟s sole financial 
resource commitment to the Airport. The terms on which these funds are proposed 
to be provided are set out within in Appendix 6 (Detailed Terms of Proposed Loan).  



The requirement for this borrowing has been factored into the Combined Authority‟s 
revised capital strategy and capital plans for 2020/21.  A revised set of Prudential 
Indicators and Treasury Limits have been approved under a separate report on this 
agenda.  Funding for the loan will be provided through the Public Works Loan Board 
(PWLB).   

Repayment of this loan (from PWLB to the Combined Authority) will be made in 
accordance with the terms of PWLB lending and accounted for in accordance with 
relevant statutory and regulatory guidance, which will require the recognition of 
interest payable through the Income and Expenditure statement and a provision for 
the repayment of capital to be made annually over the life of the loan.  As the loan 
is to be made on commercial terms with appropriate levels of security, it is 
anticipated that the cost of the borrowing and associated costs will be covered in full 
by the Airport on expiry of the agreement. 
 
There is no direct or indirect exposure through the precept nor would there be any 
intention or foreseeable circumstances in which the precept would be exposed. 

15.2 Human Resources 

The Investment Team and Legal Team will lead the preparation of the Funding 
Agreements, and the Programme Management Office will have responsibility for 
managing the delivery of the Combined Authority‟s investment and monitoring the 
outputs delivered. 

 
15.3 Physical Assets 

There are no physical asset implications for the Combined Authority associated with 
this report.  

 
15.4 Information Technology 

There are no information technology implications associated with this report. 
  
 
16. EQUALITY AND DIVERSITY IMPLICATIONS 

 
16.1 There are no equality and diversity implications arising from this report. 
 
 
17. PRIVACY IMPLICATIONS 

 
17.1 There are no privacy implications associated with this report. 

 
 

18. COMMUNICATION ISSUES 
 

18.1 The Combined Authority and the Airport shall agree a communications plan as part 
of the loan agreement.  
 
 

19. CONCLUSION 
 



19.1 The report sets out the circumstances pertaining to Liverpool John Lennon Airport 
and the proposed terms of short term loan support, with the objective of ensuring 
stability during the Airport‟s recovery from the Covid-19 pandemic until commercial 
finance can be put in place. Whilst such a loan would not be risk free, the 
arrangements have been developed to minimise risks falling on the Combined 
Authority. 

 
Mark Bousfield 

Director of Commercial Development and Investment 
 

Councillor P Hackett 
Portfolio Holder: Inclusive Economy and Third Sector  

 
  



 
 
Contact Officer(s): 
Raphael Miller, Co-head of Investment, raphael.miller@liverpoolcityregion-ca.gov.uk 
 
Mark Bousfield, Director of Commercial Development and Investment, 
Mark.bousfield@liverpoolcityregion-ca.gov.uk 
0151 330 1101 
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 Appendix 4:  Airport Income Streams 

The following sets out the main sources of revenue for the Airport. 

Income Stream Description 

Airlines Airlines pay the airport an amount per 
passenger but subject to variety of 
arrangements/rebates depending on 
meeting various thresholds (effectively 
meaning airlines pay a reduced rate for 
more passengers because of the value 
those passengers deliver to the Airport). 

Car Parking Both express car park and long-term car 
park income. 

Duty Free / Retail / Food and 
Beverage 

A variety of arrangements with different 
retailers. In general arrangements are 
subject to minimum amounts but primarily 
based on a share of turnover. 

Other Property Other property rental for wider aviation 
businesses located at the Airport. Fixed 
amounts. 

Advertising Terminal advertising. 

Air Traffic Control The company operates the air traffic control 
systems for Doncaster and Sheffield airports 
for a fee. 

 
 

The majority of these income streams are highly dependent on passenger numbers.   
Reduction in such passengers therefore has a significant effect on the Airport‟s income 
and profitability. It is currently operating at a loss. 
 

 


