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1. PURPOSE OF THE REPORT 
 
1.1 The purpose of this report is to provide members of the Liverpool City Region 

Combined Authority with the unaudited financial position at the end of 2020/21 in 
respect of revenue and capital activity. 
 
 

2. RECOMMENDATIONS 
  
2.1 Liverpool City Region Combined Authority is recommended to:- 

 
(a) note the contents of the Combined Authority Financial Outturn Report;  
(b) approve the revenue and capital outturn position for the financial year 2020/21; 
(c) approve the earmarking of underspends as detailed at 4.1.6 for inclusion in a 

revised 2021/22 revenue budget;  
(d) approve the revised revenue budget as detailed at 4.1.8;  
(e) approve the revised capital programme as detailed at 4.2.7; 
(f) approve the Treasury Management Outturn report appended at Appendix Two; 

and 
(g) note that the financial information presented in this report remains unaudited 

pending the outcome of the 2020/21 Statement of Accounts audit. 
 
 

3. BACKGROUND  
 
3.1 The Combined Authority established its budget for 2020/21 at its meeting of 24 

January 2020.  The budget for 2020/21 incorporated the Mayoral Precept which 
was introduced to cover the costs of the Mayoral Combined Authority in accordance 
with the Combined Authorities (Finance) Order 2017. 

 



3.2 The financial performance of the Combined Authority is shown in Section 4 of this 
report. 

 
3.3 The Combined Authority has delegated detailed financial and performance 

monitoring with respect to transport activities to the Transport Committee, however 
all strategic financial decisions remain with the Combined Authority. 

 
3.4 The Transport Committee will receive detailed financial monitoring information 

regarding transport activities and Merseytravel budget performance and a summary 
of this in provided in this report.  

 
 
4. FINANCIAL REPFORMANCE 
 
4.1 Revenue Performance 
 
4.1.1 The table below provides a summary of the outturn performance for the Combined 

Authority against its revenue budget for 2020/21. 
 
Table 1 – Liverpool City Region Combined Authority Financial Outturn 2020/21 
 

 Revised 
Budget 
2020/21 

£’000 

Outturn 
2020/21 

 
£’000 

Variance to 
Budget 

 
£’000 

Merseytravel grant 94,034 94,034 0 

Tunnels operations grant 21,080 19,887 1,193 

CA running costs 16,967 13,064 3,903 

Net debt management cost 20,388 17,419 2,969 

Halton Differential Levy 3,200 3,200 0 

Other Grants to Merseytravel 11,483 6,023 5,460 

SIF Revenue Funded Schemes 13,139 9,995 3,144 

Total Expenditure 180,291 163,622 16,669 

Funded by:    

Levy (97,404) (97,404) 0 

Tunnels tolls (27,640) (26,591) (1,049) 

Mayoral Capacity Grant (1,000) (1,000) 0 

Mayoral Precept (7,839) (7,849) 10 

Halton Differential Levy (3,200) (3,200) 0 

Application of Specific Grants & 
Other Income 

(18,387) (17,334) (1,053) 

Transfer to/ (from) reserves (24,821) (10,244) (14,577) 

Total Income (180,291) (163,622) (16,669) 

Net Budget 0 0 0 

 
 
  



4.1.2 The table below provides a high level overview of the key areas of underspend. 
 
Table 2 - Major Variances 
 

Area  Variance 
£’000 

Explanation 

CA Running Costs 3,903 £1,357k underspend on Mayoral 
Priorities (see 4.1.7 for more detail) 
£720k additional income in Commercial 
Development from loan fees and 
secondment income 
£427k underspend on intragroup 
recharges 
£341k additional skills grant 

Mersey Tunnels Grant 1,193 £617k underspend on capital works and 
maintenance 
£312k additional ancillary income 
£363k reduced recharge for support 
costs 

Other Grants to Merseytravel 5,460 Underspend due to capital spend and 
thus requirement for grant from the CA 
being lower than envisaged 

Treasury Management Cost 2,969 £1,500k underspend on interest 
payable. Favourable cashflow has 
allowed the organisation to defer new 
borrowing. 
£1,365k additional income from better 
than anticipated returns due to higher 
cash holdings and additional income 
from loans 

SIF Revenue Scheme 3,144 Activity has been impacted by the Covid 
19 pandemic and consequently spend 
profiles on key programmes has slipped. 

 
4.1.3 As a consequence of the underspends on revenue activity, the requirement for 

application of specific grants and application of reserves has been reduced.  As an 
element of this spend relates to funding for multi-year programmes, there will be a 
need to recast the 2021/22 budget to take account of this expenditure and 
associated use of grant and reserves in subsequent financial years. 

 
4.1.4 The table above provides an overall view of the financial performance for the 

Authority for both its transport and non-transport related activities.  The tables below 
provides a more detailed analysis of the Authority‟s non-transport related services 
performance against budget.  

 
Table 3 – CA Non Transport Services Financial Outturn 2020/21 
 

 Budget 
 

£’000 

Outturn 
 

£’000 

Under/ 
(Over) Spend 

£’000 

Corporate Management 802 788 14 

Mayoral Priorities Fund 3,732 2,531 1,201 



Commercial Development and 
Investment 

1,803 1,054 749 

Policy and Strategic Commissioning 4,699 3,634 1,065 

Corporate Development and Delivery 158 253 (95) 

Corporate Services 2,869 2,309 560 

Communications and Stakeholder 
Management 

2,119 1,777 342 

Mayoral Programme Delivery 785 717 68 

Total Expenditure 16,967 13,064 3,903 

 
4.1.5 A significant proportion of the Authority‟s non-transport services are funded through 

the Mayoral Precept to cover the costs associated with dispensing with the Mayor‟s 
powers under the Combined Authority Finance Order (2017).  Under this order 
there is a requirement for the establishment of a Mayoral budget and the table 
below details the Mayoral budget and outturn for the service funded by the precept.  

 
Table 4 – Mayoral Budget and Outturn Spend 
 

 Budget 
 

£’000 

Outturn 
 

£’000 

Under/ 
(Over) Spend 

£’000 

Mayoral Office and Political Support 802 802 0 

Tidal 1,527 716 811 

Digital 670 694 (24) 

Environmental Action Fund 500 174 326 

Transport Priorities 630 363 267 

Borough of Culture 398 292 106 

Policy and Future Devolution 779 779 0 

Employment and Skills 533 426 107 

Housing and Spatial Planning 439 309 130 

Commercial Development and 
Investment 

684 684 0 

Chief Executive‟s Office 134 134 0 

Mayoral Programme Delivery 684 717 (33) 

Corporate Services 683 683 0 

Communications and Stakeholder 
Engagement 

600 600 0 

Total Expenditure 9,063 7,373 1,690 

 
4.1.6 As detailed in the table above, there is an underspend of £1,690k against agreed 

budget for 2020/21.  Certain elements of the underspend relate to slippage on 
expenditure profile against key mayoral priority areas; tidal power (£811k), culture 
(£90k) and the environmental action fund (£326k) and Housing and Spatial 
Planning (£130k).  To support the delivery of mayoral ambitions through into 
2022/23, it is proposed that £1,243k is transferred to reserves and earmarked for 
inclusion in a revised 2022/23 budget. 

 
4.1.7 The Authority‟s transport activities operated by Merseytravel as the delivery body 

have been managed within the funding provided to them.  Detailed outturn on 
transport spend is reported through the Transport Committee, to whom the 



Combined Authority has delegated responsibility for monitoring financial 
performance. 

 
4.1.8 The table below provides a high level revised budget for 2021/22. 
 
Table 5 Revised Revenue Budget 2021/22 
 

 Allowed 
Budget 
2021/22 

£’000 

Revised 
Budget 
2021/22 

£’000 

Variance to 
Allowed 
Budget 
£’000 

Merseytravel grants 96,040 96,040 0 

Tunnels operations grant 23,080 23,080 0 

CA running costs 20,626 27,694 (7,068) 

Net debt management cost 13,348 13,348 0 

Halton Differential Levy 3,200 3,200 0 

SIF Revenue Funded Schemes 10,033 10,033 0 

Total Expenditure 166,327 173,395 (7,068) 

Funded by:    

Levy (97,404) (97,404) 0 

Tunnels tolls (35,000) (35,000) 0 

Mayoral Capacity Grant (1,000) (1,000) 0 

Mayoral Precept (7,630) (7,630) 0 

Halton Differential Levy (3,200) (3,200) 0 

Application of Specific Grants & 
Other Income 

(14,053) (19,653) 5,600 

Transfer to/ (from) reserves (8,040) (9,508) 1,468 

Total Income (166,327) (173,395) 7,068 

Net Budget 0 0 0 

 
 
4.1.9 The main changes included within the budget above relate to the following: 
 

 An increase in the Tidal budget of £811k to take account of the underspend in 

2020/21; 

 An increase in the Culture budget of £90k to take account of the underspend in 

2020/21; 

 An increase to the Mayoral Priorities budget of £326k to take account of the 

underspend on the Environmental Action fund in 2020/21;  

 An increase in the Housing and Spatial Planning budget of £130k to take account of 

the underspend;  

 An increase of £111k to the Strategic Delivery directorate budget to take account of 

the costs associated with the addition of two equalities posts to support the mayoral 

commitment to tackle inequality; 

 An increase of £5,600k expenditure in the Strategic Delivery directorate to support 

pre development activity in respect of the transport pipeline work, and specifically in 

support of the development for schemes to be funded through the forthcoming Intra 

Cities Fund; and 



 An increase of £5,600k specific grant income received from the DfT to support 

readiness for the Intra Cities Fund.  These funds were notified after the 2021/22 

budget setting process so are included in a revised budget for completeness.  

4.2 Liverpool City Region Combined Authority Capital Investment Programme 
 
4.2.1 The table below details the budgeted spend and outturn for the financial year 

2020/21 in respect of the Authority‟s capital investment programme.  Appendix One 
provides a detailed analysis of spend against project budget for the year 2020/21 at 
an individual project level.  

 
Table 6 Capital Outturn and Funding 
 

 Revised 
Budget 
£’000 

Outturn 
 

£’000 

Variance 
 

£’000 

LGF schemes 
Gain Share schemes 
TCF schemes 
Brownfield Housing 
GBF schemes 
Transport single capital pot 
Merseytravel capital expenditure*  
Active Travel 

67,733 
52,458 
30,439 

0 
0 

26,500 
112,779 

0 

68,774 
9,847 

17,411 
9,267 
2,593 

41,500 
71,677 

5,957 

(1,041) 
42,611 
13,028 
(9,267) 
(2,593) 

(15,000) 
41,102 

0 

Total 289,909 227,036 62,873 

Funded by: 
Grants and Contributions 
Borrowing 
Revenue Contribution 
Use of Reserves 

 
(173,956) 

(98,748) 
(6,205) 

(11,000) 

 
(185,459) 

(30,846) 
(5,788) 
(4,943) 

 
11,503 

(67,902) 
 (417) 

(6,057) 

Total (289,909) (227,036) (62,873) 

  *Merseytravel capital spend has been adjusted to exclude spend counted as LGF, TCF and Single Capital Pot schemes 

 
4.2.2 A detailed analysis of capital spend against budget for all SIF schemes is appended 

to this report at Appendix One.   
 
4.2.3 A significant proportion of the on Merseytravel capital relates to slippage on the 

Rolling Stock programme which, as a consequence of the Covid 19 pandemic has 
been significantly disrupted with production and testing being delayed due to 
lockdowns across the UK and Europe.  An exercise is currently underway to revise 
the capital spend profile for 2021/22. 

 
4.2.4 The underspend against Gain Share has occurred as a consequence of the 

application of a single pot approach whereby certain schemes with more advanced 
disbursement have been rebadged as LGF to help ensure that the full allocation of 
this funding was achieved in line with the hard deadline of 31 March 2021.  

 
4.2.5 The underspend against the TCF budget relates to slippage on key schemes 

including Seacombe landing stages, smart ticketing and Headbolt Lane which will 
be re profiled into a revised capital spend profile for 2021/22.  

 
 



 
 
4.2.6 Where practicable, utilisation of grants to fund capital spend in year has been 

maximised.  The advantage of this approach is that it allows the Authority to defer 
the need to borrow and thus avoid incurring debt servicing costs.  

 
4.2.7 The table below provides a high level revised capital programme for 2021/22. 
 
 
Table 7 Revised Capital programme 2021/22 and Funding 

 
 

 Allowed 
Budget 
£’000 

Revised 
Budget 
£’000 

Variance 
 

£’000 

Gain Share projects 
Transforming Cities projects 
Brownfield projects 
Get Building Fund projects 
Transport capital pot projects 
Transport Scheme Development 
Transport Pipeline Development 
Infrastructure Fund 
Merseytravel capital expenditure*  
Active Travel 
Green Homes Grants 

55,805 
80,830 
15,330 
22,352 
26,500 

9,731 
4,515 

15,000 
111,265 

0 
0 

68,212 
46,936 
23,000 
23,407 
28,766 

0 
8,605 

15,000 
120,333 

2,285 
52,550 

(12,407) 
33,894 
(7,670) 
(1,055) 
(2,266) 

9,731 
(4,090) 

0 
(9,068) 
(2,285) 

(52,550) 

Total 331,596 389,094 (57,498) 

Funded by: 
Grant Funding 
Borrowing 
Revenue Contribution 
Use of Reserves 

 
(182,903) 
(134,074) 

(7,480) 
(7,140) 

 
(238,607) 
(132,016) 

(7,480) 
(10,992) 

 
55,704 
(2,058) 

0 
3,852 

Total (331,596) (389,094) 57,498 

  
 
 
4.2.8 Transport scheme development lines have been amended to reflect the projected 

spend on schemes sponsored by the Combined Authority and that which will be 
delivered by Merseytravel.  The latter has been incorporated into the Merseytravel 
capital programme.  

 
4.2.9 The increase in use of reserves of £3.85m relates to the adjustments to the 

Merseytravel capital programme which is being funded from Merseytravel reserves. 
 
  



4.3 Financial Risks and Reserves 
 
4.3.1 Taking account of the outturn position on capital and revenue, the reserves position 

for the Combined Authority as at 31 March 2021 is detailed below. 
 
  Table 8 Reserves as at 31 March 2021 
 
 
 
 
 
 
 
 
 
 
4.3.2 The increase in capital reserves relates to receipts generated by the repayment of a 

loan made to a third party through the SIF.  In accordance with proper accounting 
practice, these receipts must be treated as capital receipts.  These receipts will be 
set aside to fund future capital investment. 

 
4.3.2 Whilst the quantum of reserves looks significant, much of these are earmarked for 

specific purposes; 24% of the balance relates to reserves held for the Rolling Stock 
project, 21% is ring fenced for Chrysalis and 6% set aside as capital receipts.  Of 
the remaining balance 37% relates to reserves for transport capital financing, 
including tunnels and rolling stock.   

 
4.3.3 Of the total reserves held by the Combined Authority general revenue balances, 

including the General Fund amount to 2% of total reserves held, which means that 
the Authority‟s ability to address pressures that do not relate directly to an area of 
specific provision, is severely constrained. Whilst sound processes and strong 
financial management will help mitigate the risk in this area, the Authority‟s ability to 
accommodate additional financial shocks and burdens is limited. 

 
4.3.4 Taking account of the revised revenue and capital budgets for 2021/22, the table 

below details the projected reserves position as at 31 March 2022. 
 
Table 8 Reserves as at 31 March 2022 
 
 
 
 
 
 
 
 
 
 
  

 Balance as at 
1 April 2020 

£’000 

Utilisation in 
Year 
£’000 

Balance at 31 
March 2021 

£’000 

Capital Reserves 
Earmarked Reserves 
General Fund/ Revenue 
Balances 

5,745 
165,646 

 
4,020 

3,689 
(10,223) 

 
0 

9,434 
155,423 

 
4,020 

Total 175,411 (6,534) 168,877 

 Balance as at 
1 April 2021 

£’000 

Utilisation in 
Year 
£’000 

Balance at 31 
March 2022 

£’000 

Capital Reserves 
Earmarked Reserves 
General Fund/ Revenue 
Balances 

9,434 
155,419 

 
4,020 

0 
(16,648) 

 
0 

9,434 
138,771 

 
4,020 

Total 168,873 (16,648) 152,225 



 
4.3.5 There is a significant reliance on the application of reserves to balance the revenue 

and capital budgets for the next financial year, primarily as a result of transport 
related capital and pre development spend and in support of the bus business case.  
Whilst the quantum of transport backed reserves permits this level of investment, 
reduced tolls income means that these reserves are currently not being 
replenished.  As this represents an unsustainable position, over the medium term a 
different strategy will need to be adopted to ensure a sustainable approach to 
investment is identified. 

 
4.3.6 Notwithstanding the proposed application of reserves over the next financial year, 

the Combined Authority faces some significant financial risks over the medium term, 
primarily as a consequence of its transport activities.  Whilst it is currently forecast 
that Merseytravel will be able to meet is service and financial obligations from within 
the resources approved at budget setting, due to the uncertainty around tunnel tolls, 
any further reduction to tunnels income level will directly impact on the Authority‟s 
ability to balance its budget.  Given the reduction to patronage through the tunnel 
there is a risk that the currently anticipated levels of income from tunnel tolls will not 
be achieved.  To the extent that this this occurs, further savings will need to be 
identified to balance the budget or further utilisation of reserves will need to be 
identified. 

 
 
5. RESOURCE IMPLICATIONS 
 
5.1 Financial 
 
 The financial implications of the report are detailed above. 
 
5.2 Human Resources 
  

None as a direct result of this report. 
 
5.3 Physical Assets  

 
None as a direct result of this report. 
 

5.4 Information Technology  
 
None as a direct result of this report. 
 

 
6. RISKS AND MITIGATION 
 
 None as a direct result of this report. 
 
 
7. EQUALITY AND DIVERSITY IMPLICATIONS 
 
 None as a direct result of this report. 
 
 



8. COMMUNICATION ISSUES 
 

None as a direct result of this report. 
 
 
9. CONCLUSION 
 
9.1 The Liverpool City Region Combined Authority has performed within its revised 

budget allocation for 2020/21.  As previously reported, there has been an 
underspend on certain elements of Combined Authority budget, specifically in 
respect of debt servicing and certain programme costs.  

 
9.2 Slippage on the capital programme primarily relates to the Rolling Stock and SIF 

schemes.  As much of this is true slippage these have been factored into a revised 
capital programme.  Given the scale and nature of the task required to reprofile 
Rolling Stock spend, this will be re profiled into a revised capital programme which 
will be submitted to the Combined Authority for consideration as part of quarter one 
monitoring. 

 
 
 

JOHN FOGARTY 
Execurtive Director of Corporate Services  

 
 
 
Contact Officers:- 
Sarah Johnston, Assistant Director of Finance, (0151 330 1015) 
Jo Sawyer, Corporate Communications Manager, (0151 330 1129) 
 
 
Appendices:- 
Appendix One – Detailed Capital Outturn 
Appendix Two – Treasury Management Outturn Report 
 
  



 
APPENDIX TWO 

 
COMBINED AUTHORITY TREASURY MANAGEMENT OUTTURN REPORT: 2020/21  

 
 
1. PURPOSE OF THE REPORT 
 
1.1 The purpose of this report is to report to members of the Combined Authority on the 

treasury management outturn position for financial year 2020/21 and its 
performance against its agreed Treasury Management Strategy.   
 
 

2. RECOMMENDATIONS 
  
2.1 Liverpool City Region Combined Authority is recommended to:- 
 

a) note the contents of this report; 
b) approve the Treasury Management Outturn Report for 2020/21; and 
c) approve the Treasury Management Limits and Prudential Indicators. 
 
 

3. BACKGROUND  
 
3.1 The Combined Authority is required by regulation issued under the Local 

Government Act 2003 to produce an annual review of treasury management activity 
during the year together with information on the outturn prudential and treasury 
indicators for the financial year.  This report meets the requirements of the CIPFA 
Code of Practice on Treasury Management (the Code) and the Prudential Code for 
Capital Finance in Local Authorities.  

 
3.2 During 2020/21 the Combined Authority has reported on treasury management 

activity as follows:- 
 

 An annual treasury management strategy statement approved by the 
Combined Authority in January 2020 as part of the budget setting report 
which was subsequently revised in July 2020 to take account of the impact of 
COVID19: 

 A mid-year treasury management report which was reported to the 
Combined Authority in December 2020; and 

 The treasury management outturn report (this report). 
 
3.3 Members have responsibility for the review and scrutiny of the Combined Authority‟s 

treasury management policies and activities. In this respect this report is important 
as it provides detail of the treasury management outturn activity and highlights 
compliance with the policies previously approved by Members. 

 
 
4. TREASURY MANAGEMENT OUTTURN 
 
4.1 This report looks back over the Combined Authority‟s treasury management activity 

in light of its approved strategy for 2020/21 and covers the following areas: 



 

 Capital activity during the year; 

 Impact of this activity on the Combined Authority‟s underlying indebtedness, (the 
Capital Financing Requirement); 

 The actual prudential and treasury indicators; 

 Overall treasury position identifying how the Combined Authority has borrowed in 
relation to this indebtedness, and the impact on investment balances; 

 Summary of interest rate movements in the year; 

 Detailed debt activity; and 

 Detailed investment activity. 

 
Capital Expenditure and Financing 

 
4.2 The Combined Authority undertakes capital expenditure on long-term assets.  

These activities may either be: 

 Financed immediately through the application of capital or revenue resources 
(capital receipts, capital grants, revenue contributions etc.), which has no resultant 
impact on the Combined Authority‟s borrowing need; or 

 If insufficient financing is available, or a decision is taken not to apply resources, the 
capital expenditure will give rise to a borrowing need.   

4.3 The actual capital expenditure forms one of the required prudential indicators.  The 
table below shows the actual capital expenditure and how this was financed. 

 

 
2019/20 
Actual 

£‟m 

2020/21 
Budget 

£‟m 

2020/21 
Actual 

£‟m 

 Capital expenditure 231.092 375.970 231.060 

Financed in year 86.859 180.480 194.715 

Unfinanced capital expenditure  144.233 195.490 36.345 

 
The Combined Authority’s Overall Borrowing Need 

 
4.4 The Combined Authority‟s underlying need to borrow for capital expenditure is 

termed the Capital Financing Requirement (CFR).  This figure is a gauge of the 
Combined Authority‟s indebtedness.  The CFR results from the capital activity of the 
Combined Authority and resources used to pay for the capital spend.  It represents 
the 2020/21 unfinanced capital expenditure (see above table), and prior years‟ net 
or unfinanced capital expenditure which has not yet been paid for by revenue or 
other resources.   

 
4.5 Part of the Combined Authority‟s treasury activities is to address the funding 

requirements for this borrowing need.  Depending on the capital expenditure 
programme, the treasury service organises the Combined Authority‟s cash position 
to ensure that sufficient cash is available to meet the capital plans and cash flow 
requirements.  This may be sourced through borrowing from external bodies, (such 



as the Government, through the Public Works Loan Board [PWLB], or the money 
markets), or utilising temporary cash resources within the Combined Authority. 

 
4.6 The Combined Authority‟s underlying borrowing need (CFR) is not allowed to rise 

indefinitely.  Statutory controls are in place to ensure that capital assets are broadly 
charged to revenue over the life of the asset.  The Combined Authority is required 
to make an annual revenue charge, called the Minimum Revenue Provision – MRP, 
to reduce the CFR.  This is effectively a repayment of the borrowing need.  This 
differs from the treasury management arrangements which ensure that cash is 
available to meet capital commitments.  External debt can also be borrowed or 
repaid at any time, but this does not change the CFR.  The total CFR can also be 
reduced by: 

 

 the application of additional capital financing resources, (such as unapplied capital 
receipts); or  

 charging more than the statutory revenue charge (MRP) each year through a 
Voluntary Revenue Provision (VRP).  

 
4.7 The Combined Authority‟s 2020/21 MRP Policy, (as required by MHCLG Guidance), 

was approved as part of the Treasury Management Strategy Report for 2020/21 on 
24 January 2020. 

 
4.8 The Combined Authority‟s CFR for the year is shown below and represents a key 

prudential indicator.   
 

CFR 

31 March 
2020 

Actual 
£‟m 

31 March 
2021 

Budget  
£‟m 

31 March 
2021 

Actual 
£‟m 

Opening balance  288.938 424.98 425.157 

Add unfinanced capital 
expenditure (as above) 

144.233 195.49 36,345 

Less MRP/VRP* (8.014) (7.568) (7.568) 

Less PFI & finance lease 
repayments 

- - - 

Closing balance  425.157 612.902 453.934 

 
4.9 Borrowing activity is constrained by prudential indicators for gross borrowing and 

the CFR, and by the authorised limit. 
 
4.10 In order to ensure that borrowing levels are prudent over the medium term and only 

for a capital purpose, the Combined Authority should ensure that its gross external 
borrowing does not, except in the short term, exceed the total of the capital 
financing requirement in the preceding year (2020/21) plus the estimates of any 
additional capital financing requirement for the current (2021/22) and next two 
financial years.  This essentially means that the Combined Authority is not 
borrowing to support revenue expenditure.  This indicator allowed the Combined 
Authority some flexibility to borrow in advance of its immediate capital needs in 
2020/21.  The table below highlights the Combined Authority‟s gross borrowing 



position against the CFR.  The Combined Authority has complied with this 
prudential indicator. 

 

 31 March 
2020 

Actual 
£‟m 

31 March 
2021 

Budget 
£‟m 

31 March 
2021 

Actual 
£‟m 

Gross borrowing position 357.474 432.296 340.577 

CFR 425.157 612.902 453.934 

(Under) / over funding of 
CFR 

67.683 180.607 113.357 

 
The authorised limit - the authorised limit is the “affordable borrowing limit” 
required by s3 of the Local Government Act 2003.  Once this has been set, the 
Combined Authority does not have the power to borrow above this level.  The table 
below demonstrates that during 2020/21 the Combined Authority has maintained 
gross borrowing within its authorised limit.  

 
The operational boundary – the operational boundary is the expected borrowing 
position of the Combined Authority during the year.  Periods where the actual 
position is either below or over the boundary are acceptable subject to the 
authorised limit not being breached.  

 
Actual financing costs as a proportion of net revenue stream - this indicator 
identifies the trend in the cost of capital, (borrowing and other long term obligation 
costs net of investment income), against the net revenue stream. 

 

 
2020/21 

£‟m 

Authorised limit 453.93 

Operational boundary 419.93 

Financing costs as a proportion of net revenue 
stream    

16.2% 

 
 

Treasury Position as at 31 March 2021 
 
4.11 The Combined Authority‟s treasury management debt and investment position is 

organised by the treasury management service in order to ensure adequate liquidity 
for revenue and capital activities, security for investments and to manage risks 
within all treasury management activities.  Procedures and controls to achieve 
these objectives are well established both through member reporting detailed in the 
summary, and through officer activity detailed in the Combined Authority‟s Treasury 
Management Practices.  At the end of 2020/21 the Combined Authority„s treasury, 
position was as follows: 

 
 
 
 
 
 



 

 Principal 
As at 

31/03/20 
£‟m 

Rate/ 
Return 

Average 
Life/ 

Years 

Principal 
As at 

31/03/21 
£‟m 

Rate/ 
Return 

Average 
Life/ 

Years 

PWLB debt 156.872 5.48  148.480 5.40  

EIB debt 186.872 1.521 29.71 180.656 1.521 28.71 

Transferred debt 13.730 4.780 6.00 11.442 5.02 5.00 

Total debt 357.474   340.577   

CFR 425.157   453.934   

Under/ (Over) Borrowing 67.683   113.357   

Total Investments 274.963   333.253   

Net Debt 82.511   7.324   

 
The maturity structure of the debt portfolio was as follows:  

 
 31 March 

2020 
Actual 
£‟m 

31 March 
2021 
Actual 
£‟m 

Under 12 months  16.907 16.965 

12 months and within 24 months 16.962 15.739 

24 months and within 5 years 46.699 45.991 

5 years and within 10 years 59.212 52.085 

10 years and over 217.720 209.797 

 

 

INVESTMENT PORTFOLIO 

Actual 
31.3.20 

£000 
 

Actual 
31.3.20 

% 

Actual 
31.3.21 

£000 

Actual 
31.3.21 

% 

Treasury investments     

Banks 158,062 57.9% 188,030 56.5% 

Building Societies – rated 10,000 3.6% - - 

Building Societies – unrated - - - - 

Local authorities 85,000 31.2% 115,000 34.5% 

DMADF (H M Treasury) - - - - 

CD‟s 20,005 7.3% 30,004 9% 

TOTAL TREASURY 
INVESTMENTS 

273,067 
100% 

333,034 
100% 

INVESTMENT PORTFOLIO 

Actual 
31.3.20 

£000 
 

Actual 
31.3.20 

% 

Actual 
31.3.21 

£000 

Actual 
31.3.21 

% 

Non Treasury investments     

Third Party Loans 7,130 72.17% 36,385 93.4% 



 
4.12 The maturity structure of the investment portfolio was as follows. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Strategy for 2020/21 
 
4.13 The 2020/21 Treasury Management Strategy was predicated on investment returns 

remaining subdued during the year.  Investment returns which had been low during 
2019/20, plunged during 2020/21 to near zero or even into negative territory.  Most 
local authority lending managed to avoid negative rates and one feature of the year 
was the growth of inter local authority lending.   

 
4.14 The expectation for interest rates within the treasury management strategy for 

2020/21 was that Bank Rate would continue at the start of the year at 0.75 % before 
rising to end 2022/23 at 1.25%.  This forecast was invalidated by the Covid-19 
pandemic bursting onto the scene in March 2020 which caused the Monetary Policy 
Committee to cut Bank Rate in March, first to 0.25% and then to 0.10%, in order to 
counter the hugely negative impact of the national lockdown on large swathes of the 
economy.  The Bank of England and the Government also introduced new 
programmes of supplying the banking system and the economy with massive 
amounts of cheap credit so that banks could help cash-starved businesses to 
survive the lockdown. The Government also supplied huge amounts of finance to 
local authorities to pass on to businesses.  This meant that for most of the year 
there was much more liquidity in financial markets than there was demand to 
borrow, with the consequent effect that investment earnings rates plummeted.  

 

Borrowing Strategy and Control of Interest Rates 
 
4.15 During 2020/21, the Combined Authority maintained an under-borrowed position.  

This meant that the capital borrowing need, (the Capital Financing Requirement), 
was not fully funded with loan debt, as cash supporting the Combined Authority‟s 
reserves, balances and cash flow was used as an interim measure.  This strategy 

Subsidiaries 2,750 27.83% 2,569 6.6% 

Companies - - - - 

Property - - - - 

TOTAL NON TREASURY 
INVESTMENTS 

9,880 
100% 

38,954 
100% 

INVESTMENT MATURITY PROFILE 

Actual 
31.3.20 

£000 
 

Actual 
31.3.21 

£000 

Instant Access 32,869 73,030 

Maturing within 1 month 19,000 10,000 

Maturing within 3 months 95,003 70,001 

Maturing within 6 months 76,003 135,003 

Maturing within 12 months 50,000 45,000 

TOTAL  273,067 333,034 



was prudent as investment returns were low and minimising counterparty risk on 
placing investments also needed to be considered. 

4.16 The policy of avoiding new borrowing by running down spare cash balances, has 
served well over the last few years.  However, this was kept under review to avoid 
incurring higher borrowing costs in the future when this authority may not be able to 
avoid new borrowing to finance capital expenditure and/or the refinancing of 
maturing debt. 

4.17 PWLB rates are based on, and are determined by, gilt (UK Government bonds) 
yields through H.M.Treasury determining a specified margin to add to gilt yields.  
The main influences on gilt yields are Bank Rate, inflation expectations and 
movements in US treasury yields. Inflation targeting by the major central banks has 
been successful over the last 30 years in lowering inflation and the real equilibrium 
rate for central rates has fallen considerably due to the high level of borrowing by 
consumers: this means that central banks do not need to raise rates as much now 
to have a major impact on consumer spending, inflation, etc. This has pulled down 
the overall level of interest rates and bond yields in financial markets over the last 
30 years 

4.18 We have seen over the last two years, many bond yields up to 10 years in the 
Eurozone turn negative on expectations that the EU would struggle to get growth 
rates and inflation up from low levels. In addition, there has, at times, been an 
inversion of bond yields in the US whereby 10 year yields have fallen below shorter 
term yields. In the past, this has been a precursor of a recession.   

4.19 Gilt yields fell sharply from the start of 2020 and then spiked up during a financial 
markets melt down in March caused by the pandemic hitting western countries; this 
was rapidly countered by central banks flooding the markets with liquidity.  While 
US treasury yields do exert influence on UK gilt yields so that the two often move in 
tandem, they have diverged during the first three quarters of 2020/21 but then 
converged in the final quarter.  Expectations of economic recovery started earlier in 
the US than the UK but once the UK vaccination programme started making rapid 
progress in the new year of 2021, gilt yields and gilt yields and PWLB rates started 
rising sharply as confidence in economic recovery rebounded.   

4.20 HM Treasury imposed two changes of margins over gilt yields for PWLB rates 
in 2019/20 without any prior warning. The first took place on 9th October 2019, 
adding an additional 1% margin over gilts to all PWLB period rates.  That increase 
was then, at least partially, reversed for some forms of borrowing on 11th March 
2020, but not for mainstream non-HRA capital schemes. A consultation was then 
held with local authorities and on 25th November 2020, the Chancellor 
announced the conclusion to the review of margins over gilt yields for PWLB 
rates; the standard and certainty margins were reduced by 1% but a prohibition 
was introduced to deny access to borrowing from the PWLB for any local authority 
which had purchase of assets for yield in its three year capital programme. The new 
margins over gilt yields are as follows: -. 

 PWLB Standard Rate is gilt plus 100 basis points (G+100bps) 

 PWLB Certainty Rate is gilt plus 80 basis points (G+80bps) 

 Local Infrastructure Rate is gilt plus 60bps (G+60bps) 



4.21 There is likely to be only a gentle rise in gilt yields and PWLB rates over the next 
three years as Bank Rate is not forecast to rise from 0.10% by March 2024 as the 
Bank of England has clearly stated that it will not raise rates until inflation is 
sustainably above its target of 2%; this sets a high bar for Bank Rate to start rising. 

Borrowing Outturn 
 

4.22 Due to the level of capital investment in the Rolling Stock project during the year, 
the Combined Authority was expected to have a need to borrow during 2020/21.  
Having secured access to EIB funding, it was envisaged that the borrowing 
requirement would be fulfilled through utilising EIB and PWLB borrowing over a 
period of 4 years as the capital investment progressed.  As a consequence of 
favourable cashflow during the year the Combined Authority was successfully able 
to defer its need to borrow in 2020/21.   

 
4.23 The Combined Authority has adopted a very prudent approach to borrowing and not 

borrowed in advance of need.  Due to the differential between new borrowing and 
repayment rates, there was no rescheduling of existing PWLB debt during the year. 

 
 Investment Outturn  
 
4.24 The Combined Authority‟s investment policy is governed by MHCLG investment 

guidance, which has been implemented in the annual investment strategy approved 
by the Combined Authority on 28 July 2020.  This policy sets out the approach for 
choosing investment counterparties.  The investment activity during the year 
conformed to the approved strategy, and the Combined Authority had no liquidity 
difficulties.  

 
4.25 As detailed in the Annual Investment Strategy, the Combined Authority‟s main 

objective for the management of surplus funds is security of capital and liquidity. 
The Combined Authority‟s investment dealings during the year have been made in 
accordance with this. The practical impact of adherence with this policy has been 
that the Combined Authority‟s investments have been limited to a number of high 
quality counterparties.   

 
4.26 During the financial year 2020/21 the Combined Authority‟s weekly investments 

have ranged between £267.3m and £417.28m with an average balance being held 
of £356.26m. The average balances have been significantly higher than they were 
in 2019/20 as a result of slippage on significant capital plans such as the rolling 
stock replacement programme, grant receipts in advance received during the year 
increased by £116.5m and the EIB borrowing of £190m in December 2019 
significantly increased cash levels. At the 31 March 2021, the Combined Authority 
had investments (including accrued interest) totalling £333.25m. 

 
4.27 The Combined Authority earned interest on surplus cash balances of £1.5m for the 

year.  This compared with a budget assumption of £1m interest being earned on 
cash balances.  The outperformance of budget is a consequence of the Combined 
Authority having more favourable cash balances throughout the year than forecast 
at budget setting and from successfully securing better rates of return from high 
quality counterparties throughout the year. 

 
4.28 The Combined Authority‟s benchmark for performance measurement for 

investments is for returns to exceed the Bank of England Base Rate.  Whilst 



achieving this return on all investments is not practical, when looked at as a 
composite weighted average rate of return, the Combined Authority has exceeded 
this target. The table details the monthly portfolio weighted average rate of return. 

 

Month  
Weighted average 

rate of return 
    
April 0.70 
May 0.55 
June 0.52 
July 0.50 
August 0.53 
September 0.47 
October 0.43 
November 0.43 
December 0.38 
January 0.31 
February 0.26 
March 0.16 

 
 

Compliance with Treasury Limits and Prudential Indicators 
 
4.29 During 2020/21 the Combined Authority complied with its legislative and regulatory 

requirements.  The outturn Treasury Limits and Prudential Indicators are included at 
Appendix A. 

 
 
5. RESOURCE IMPLICATIONS 
 
5.1 Financial 
 
 As detailed in section three.     
 
5.2 Human Resources 
  

None as a direct result of this report. 
 
5.3 Physical Assets  

 
None as a direct result of this report. 
 

5.4 Information Technology  
 
None as a direct result of this report. 
 

 
6. RISKS AND MITIGATION 
 
 None as a direct result of this report. 
 
 



7. EQUALITY AND DIVERSITY IMPLICATIONS 
 
 None as a direct result of this report. 
 
 
8. COMMUNICATION ISSUES 
 

None as a direct result of this report. 
 
 
9. CONCLUSION 
 
9.1 Over the financial year 2020/21, the Combined Authority operated in accordance 

with the Treasury Management strategy approved in July 2020 and complied with 
its legislative and regulatory requirements.  The cost of operating the Combined 
Authority‟s treasury management activities did not exceed the budget set for the 
year: the costs of managing the Combined Authority‟s debt portfolio were lower than 
anticipated due to the ability to defer borrowing in the year.  

 
 

JOHN FOGARTY 
Executive Director of Corporate Services  

 
Contact Officers:- 
Jess Whitley, (0151 330 1030) 
Joanna Sawyer, (0151 330 1127) 
 
Appendices:- 
Appendix A – Prudential Indicators and Treasury Limits 
 
 
 
  



APPENDIX A 
 

PRUDENTIAL INDICATORS AND TREASURY LIMITS 
 

 
 
 

Indicator Description 20/21 Actual

21/22 Forward 

Estimate

22/23 Forward 

Estimate 

23/24 Forward 

Estimate 

Capital Spend (£m)

Proposed capital spend to 

which the Authority plans to 

commit 231.06 331.60 78.66 22.50

In year Requirement

Additional borrowing 

requirement for capital 

expenditure 36.35 134.07 20.00 15.00

Capital Financing 

Requirement (£m)

This is the aggregation of 

historic and cumulative 

capital expenditure which has 

yet to be paid for through 

either capital or revenue 

resources 453.93 585.72 603.40 615.00

Ratio Financing 

Cost to Income 

Stream

Identified the impact and 

trend of revenue costs of 

capital financing decisions on 

the revenue budget 16.20% 12.51% 13.08% 13.78%

Net Borrowing 

Requirement (£m)

Represents the net 

investments or borrowing 

requirement based on the 

debt and investments held 105.35 223.61 207.87 192.57

Authorised Limit for 

Borrowing (£m)

Represents the absolute limit 

of borrowing that could be 

raised and afforded in the 

short term however this is 

likely to be unsustainable in 

the long term 453.93 585.72 603.40 615.00

Operational Limit for 

Borrowing (£m)

Represents the level beyond 

which debt is not normally 

expected to exceed 419.93 507.09 514.74 518.27

Upper Limit for 

Fixed Interest Rate 

Exposure 100.00% 100.00% 100.00% 100.00%

Upper Limit for 

Variable Interest 

Rate Exposure 30.00% 30.00% 30.00% 30.00%

Gross Debt and the 

CFR (£m)

This indicator can highlight 

where an authority may be 

borrowing in advance of 

need 113.36 262.11 295.53 322.43

These limits seek to ensure 

that the Authority does not 

expose itself to an 

inappropriate level of interest 

rate risk


