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1. Summary  

1.1 Under section 3 (3) of the Local Government Act the Mayor must consult with the London Assembly 
before amending the approved borrowing limits for the GLA’s functional bodies. The current limits 
for each functional body for 2010-11 were approved originally by the Mayor in March 2010 
(Mayoral Decision 591) and amended for Transport for London (TfL) in August 2010 (Mayoral 
Decision 652) following consultation with the Assembly. The Budget and Performance Committee is 
now being consulted on proposed revisions to the authorised borrowing limits for 2010-11 - as set 
out in Appendix A - for Transport for London.  

 
1.2 At its meeting on 3 March 2011 the Budget and Performance Committee was asked to agree to 

delegate authority to the Chairman of the Committee to respond to the Mayor’s consultation on any 
changes required to the 2010-11 approved limits for TfL by 5pm on Thursday 17th March. It agreed 
to do so. This report represents the formal consultation with the Chairman on the proposed 
amendment to TfL’s limits as approved by the Mayor under Mayoral Decision 779. The revised limits 
for 2010-11 must be approved by the Mayor by 31 March 2011 

 
2.  Recommendations 
 
2.1 That the Chairman of the Committee notes the Mayor’s consultation on proposed 

revisions to the authorised borrowing limits for 2010-11 - as set out in Appendix A and 
summarised below - for Transport for London.  

TfL 
Authorised limit for 2010-11 to be increased by £1,535.0 to £7,221.4m 
Operational boundary for 2010-11 to be increased by £1,535.0m to £7,021.4m 
 

2.2 That the Chairman of the Committee agrees to respond to the Mayor’s consultation on 
these proposed amendments to the TfL limits for 2010-11 by 5pm on Thursday 17th March 
2011. The revised limits for 2010-11 must be approved by the Mayor by 31 March 2011.  
 
 

3. Background 
 
3.1 The Mayor is required under Section 3 (2) of the Local Government Act 2003 (the ‚2003 Act‛) to set 

an Authorised Limit for external debt, which includes direct borrowing as well as other long-term 
liabilities, for the functional bodies and the GLA. Alongside these limits the Mayor is also required to 
approve the Prudential Indicators for the Group under the CIPFA Prudential Code. Under section 3 
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(3) of the 2003 Act he must consult with the Assembly before approving new limits or amending 
existing approvals. The Local Government (Capital Finance and Accounting) (England) Regulations 
2003 require each functional body and the GLA to have regard to the CIPFA Prudential Code for 
Capital Finance in Local Authorities.  

3.2 The authorised limit referred to in this document is the statutory limit determined under section 3 of 
the 2003 Act. This is the expected maximum borrowing needed by each functional body with some 
headroom for unexpected developments such as unusual cash movements. The operational 
boundary for external debt referred to is based on the same estimates as the authorised limit. 
However it reflects an estimate of the most likely, prudent but not worst case scenario. It equates to 
the maximum level of external debt projected by the authority’s capital spending plan and excludes 
the headroom included within the authorised limit. 

3.3 The Assembly was consulted in February 2010 on the Mayor’s 2010-11 draft capital spending plan 
which included proposed authorised borrowing limits to meet the requirements of the Local 
Government Act 2003.  A summary of the final borrowing limits subsequently determined by the 
Mayor in Mayoral Decision (MD) 591 as amended for TfL in August 2010 in MD652 is provided in 
Appendix A to this report under the ‘Current Approved 2010-11’ columns. 

3.4 The revision to TfL Corporation’s 2010-11 borrowing limit is to take into account the acquisition of 
Tube Lines and subsequent restructuring of Tube Lines debt, and follows on from the increase to 
borrowing limits in August (MD652). The proposed changes do not increase the borrowing limits for 
the TfL Group as a whole but merely transfer them from its Tube Lines subsidiary (which is not 
subject to the CIPFA Prudential Code and local authority capital accounting regulations) into the TfL 
Corporation (which is).  

3.5 The proposed changes to the 2010-11 borrowing limits will have consequential impacts on the limits 
for 2011-12 to 2013-14. The Mayor will agree the revised limits and prudential indicators for these 
three years by 31 March 2011 having regard to the impact of the final 2010-11 capital spending 
plan issued by the GLA on Monday 28th February at http://www.london.gov.uk/who-runs-
london/greater-london-authority/budget-2011-12. 
 
 

 4. Issues for Consideration  
   
4.1 The proposed increase in the authorised limit for TfL reflects the impact of borrowings expected to 

be undertaken by the Corporation following the acquisition of Tube Lines – although in practice this 
will be offset by a corresponding reduction in the borrowings of Tube Lines itself,  which is not 
subject to the local government capital control regime.  

4.2 Following its acquisition on 27 June 2010, Tube Lines became a wholly owned indirect subsidiary of 
TfL through its subsidiary Transport Trading Ltd (TTL).  TfL restructured the arrangements between 
London Underground and Tube Lines such that, at TfL Group level, the Public Private Partnership 
(PPP) long term creditor was replaced with the external borrowings of Tube Lines.   

4.3 TfL has indirectly serviced this debt in the past through the Infrastructure Service Charge paid to 
Tube Lines. Thus the transfer of Tube Lines’ debt to the TfL Group did not have any impact on TfL’s 
credit quality as TfL is now be accounting for this debt as direct borrowing rather than a finance 
lease obligation as in the past.   

4.4 As part of the acquisition, TfL planned to refinance £135 million of Tube Lines debt by direct 
borrowing at lower interest rates and sought approval in August 2010 to increase its approved 
external borrowing limit for 2010-11 to enable this refinancing to take place (MD 652).   
 

4.5 TfL is now seeking to increase the authorised limit of the Corporation by £1,640 million to facilitate 
a possible further re-structuring of TfL Group’s liabilities.  The aggregate liabilities of the TfL Group 
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will remain largely unchanged; the restructuring will see the liabilities move from the TTL group into 
the Corporation. Offsetting the above planned increase in the Corporation’s direct borrowing is a 
reduction of £105 million in respect of Piccadilly Line rolling stock, which has been re-phased into 
future years.  Thus the net movement in TfL Corporation’s authorised limit is £1,535 million and 
operational boundary is £1,535 million for year ending March 2011. 

 
4.7 TfL is seeking approval therefore for its authorised limit (as defined in Appendix A) to be increased 

by £1,535.0million for 2010-11 up to £7,221.4m, and for its operational boundary limit to be 
increased by £1,535.0m up to £7,021.4m (see Appendix A). The adjustment to these borrowing 
limits has no impact on Council tax estimates. 

 
4.8 The changes in proposed borrowing limits from those approved in Mayoral Decision 591 (March 

2010) as amended for TfL in Mayoral Decision 652 (August 2010) are summarised below. It should 
be noted that it has not been possible to approve these changes earlier in 2010-11 as the 
information has only come become available. 

 
Change to previously approved  

Authorised Limits (£m) 

2010-11 

TfL 1,535.0 

 
Change to previously approved  

Operational boundary (£m) 

2010-11 

TfL 1,535.0 

 

4.9 This consultation report invites the Chairman of the Budget and Performance Committee to respond 
to the Mayor’s consultation on these proposed amendments to TfL’s borrowing limits for 2010-11 
by 5pm on Thursday 17th March. The revised limits for 2010-11 must be approved by the Mayor by 
31 March 2011.  

 

5. Legal Implications 
 
5.1 The Mayor is required, under section 3 of the Local Government Act 2003 (‘LG Act 2003’), to 

determine how much money the GLA and each functional body can afford to borrow. Regulation 2 
of the Local Authorities (Capital Finance and Accounting) (England) Regulations 2003 requires the 
Mayor,  in complying with this duty, to have regard to the Prudential Code for Capital Finance in 
Local Authorities published by CIPFA  when determining how much money the GLA and the 
functional bodies can afford to borrow. Section 3 (3) of the LG Act 2003 requires the Mayor to 
consult with the London Assembly and the relevant functional body before he can approve or amend 
the amount which he determines that functional body can afford to borrow. This report informs the 
Assembly of proposed changes to the limits for TfL – as set out in Appendix A - and invites the 
Chairman of its Budget and Performance Committee to respond to the Mayor’s consultation on 
these proposals.   

 

6. Financial Implications 
 
6.1 These are integral to this report and its attachments. Revenue consequences (where applicable) of 

the revised borrowing limits have been taken into account in the revised budgets of TfL and will be 
factored in to the forward plans currently being developed for future years. 

 

 

 



 

List of appendices to this report: 

 
Appendix A – Proposed Changes to Borrowing Limits (Authorised Limits and Operational 
Boundary) 

 

Local Government (Access to Information) Act 1985  
List of Background Papers: None 
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Proposed Changes to Borrowing Limits 

Authorised Limit 

The authorised limits below are the statutory limits determined under section 3 of the Local 
Government Act 2003. This is the expected maximum borrowing needed by each functional body 
with some headroom for unexpected developments such as unusual cash movements. 
 

 

Authorised limit for external debt – TfL* 

 Current 
Approved 

2010-11 
£m 

Proposed  
2010-11 

 
£m 

Change to limit 
 
 

£m 

Borrowing  5,148.0 6,683.0 1,535.0 

Other long term liabilities 538.4 538.4 0 

Total 
 

5,686.4 7,221.4 1,535.0 

 

Operational Boundary 

 
The operational boundary for external debt is based on the same estimates as the authorised limit. 
However it reflects an estimate of the most likely, prudent but not worst case scenario. It equates to 
the maximum level of external debt projected by the capital spending plans set out earlier and 
excludes the headroom included within the authorised limit. 

 
 

Operational Boundary for external debt – TfL* 

 Current 
Approved 

2010-11 
£m 

Proposed  
2010-11 

 
£m 

Change to limit 
 
 

£m 

Borrowing  4,948.0 6,483.0 1,535.0 

Other long term liabilities 538.4 538.4 0.0 

Total 
 

5,486.4 7,021.4 1,535.0 

 

*TfL subsidiary companies are not directly covered by the prudential borrowing regime which applies only to the 

Corporation’s borrowings The originally approved Corporation limit for 2010-11 (MD591) was increased by £135m under 

MD 652 in anticipation of the refinancing of Tube Lines’ C & D notes. 
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