
 
 
Sadiq Khan 
Mayor of London 
City Hall 
London 
SE1 2AA 
 
 
          14 May 2020 
 
Dear Sadiq, 
 
TRANSPORT FOR LONDON: EXTRAORDINARY FUNDING AND 
FINANCING AGREEMENT  

1. This letter sets out an extraordinary funding and financing agreement for 

Transport for London (TfL) for the period to October 2020. 

2. The agreement set out in this letter supports the maintenance of essential 

transport services in London, allowing TfL to contribute fully to the 

Government’s economic restart programme.  The Government is 

committed to supporting TfL in the delivery of its efficiencies programme 

and commercial development income, particularly where legislative 

changes may be needed.  

3. Transport for London has presented an Emergency Budget showing a 

funding shortfall for the period 1 April 2020 to 17 October 2020 of 

£1.9bn.  Given the uncertainties in predicting demand this funding 

agreement assumes a shortfall for this period of £1.6bn.  

4. This emergency funding and financing package will contribute towards 

TfL’s forecast operational funding shortfall. It will also ensure that TfL can 

continue to provide essential public transport services and support the 

economic restart. This package is subject to the conditions set out in the 

letter. 

5. The extraordinary funding and financing package comprises £1.6bn for 

Transport for London to support its essential services for the period 1 

April to 17 October 2020 (“Support Period”) comprising:  

a. Extraordinary Support Grant of £1.095bn payable under 

S.101 of GLA Act 1999.  This will be paid in 6 equal instalments 
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commencing on 22 May 2020. The second payment shall be made 

on 31 May and then at the beginning of every 4 week reporting 

period (“Period”) subject to the adjustment mechanisms described 

in paragraphs 6 and 7 below, with the sixth payment on the 20 

September.  

b. Additional borrowing by Transport for London from the Public 

Works Loan Board (PWLB) of £505m, drawn in proportion to the 

Extraordinary Support Grant payments made.  

6. These amounts are based on a forecast funding shortfall of £1.6bn for 

the Support Period.  It is recognised that there is a high level of 

uncertainty in predicting the future revenue and costs for the organisation 

for the Support Period, in particular as HMG guidance on dealing with 

the situation develops.  To the extent that the actual funding shortfall is 

greater or lesser than £1.6bn then the amount of Extraordinary Grant 

and TfL borrowing will increase pro rata, up to a maximum of £1.9bn in 

aggregate or reduce pro rata accordingly.   

7. TfL will reforecast the financial position for the Support Period at the end 

of each Period, taking into account actual financial performance to date 

and most likely views on expected revenues based on the circumstances 

at the time.  Subsequent debt and grant amounts for the subsequent 

Period will be adjusted to reflect this revised forecast outturn for the 

period.  Following the end of the Support Period any excess or shortfall 

of grant based on the actual financial outturn for the Support Period will 

be repaid/paid within 4 weeks. 

8. Government will continue to engage on and monitor the financing of 

Northern Line Train Services contract.  If a Supervening Event occurs in 

accordance with clause 25A.1.1 of the Amended and Restated Usage 

Contract, HMG will work with TfL and take reasonable steps to assist TfL 

in meeting the contractual obligations set out in clause 25A of that 

contract and other associated provisions, or finding alternative forms of 

support acceptable to the relevant counterparties. 

9. We recognise that the current circumstances are likely to present 

ongoing financial challenges and uncertainty to Transport for London 

beyond the Support Period.  We recognise that it will be important for 

Transport for London to maintain essential services and deliver a revised 

balanced budget over the remainder of the financial year in line with their 

statutory duties and a combination of future measures from TfL, GLA and 

HMG should enable TfL to do so.  



 

 
 

 

10. This funding package is based on the assumption that Transport for 

London will maintain useable cash reserves (that is, cash and liquid 

investments held by the TfL Group (excluding ring fenced subsidiaries; 

Crossrail Limited, London Transport Insurance (Guernsey) Limited and 

London Transport Museum Limited)) of £1.2bn at the end of the Support 

Period, subject to normal commercial payment practices.   To the extent 

that the useable cash reserves exceed this amount at the end of the 

Support Period, the total amount of support under paragraph 5 will 

reduce in accordance with paragraph 6. 

11. This funding package is conditional on agreement from Transport for 

London that it will agree to conditions below.  

Service Levels  

12. During the Support Period, Transport for London will work in unison with 

HMG on taking steps to support the safe restart to the transport system 

and agrees to joint action and oversight by the London Covid Transport 

Task Force, terms of reference for which are attached.  Subject to TfL’s 

statutory responsibilities (particularly in relation to safety), TfL agrees to:  

a. Maximising service levels on all networks to full normal service, 

apart from Night Tube, weekend night buses and any other 

services agreed by the London Covid Transport Task Force as 

soon as possible but within four weeks;  

b. Employing traffic demand management agreed by the London 

COVID Transport Task Force; 

c. Agreeing communication messages between DfT and TfL to 

ensure consistent advice is provided to travellers; 

d. Pushing forward an ambitious Active Travel Plan to promote 

cycling and walking, including new segregated cycle lanes, 

closures of roads to through traffic, and pavement extensions, 

utilising at least the £55m allocated in the Support Period. The 

detail of the plan will be agreed and overseen by a dedicated 

oversight group comprising TfL and HMG; 

e. Bringing forward to the London COVID Transport Task Force travel 

demand management proposals as soon as practicable to optimise 

the use of the available safe transport capacity, including but not 

limited to temporary suspension of free travel for Freedom Pass 

and 60 plus card holders during peak and the suspension of free 

travel for u18s, subject to discussions in the working group about 

how it is to be operationalised 



 

 
 

 

f. To support revenue collection, as soon as practicable, placing card 

readers by the operating entrance doors on all buses, and 

immediately require passengers to use the approximately 2000 

readers which are already so placed; 

g. Providing regular reporting to the London COVID Transport Task 

Force on the absence rates for its staff and take all practicable 

steps to manage absence levels to support delivery of 

services; and 

h. The immediate reintroduction of the London Congestion Charge, 

LEZ and ULEZ and urgently bring forward proposals to widen the 

scope and levels of these charges, in accordance with the relevant 

legal powers and decision-making processes.  

13. Alongside the operational matters set out above, TfL will seek to 

maximise the construction activity within TfL’s remit, where it is safe to do 

so, consistent with the Emergency Budget assumptions.  

14. Detailed monitoring of the operational performance of the London 

transport system will be provided to DfT, HMT and the 

London Covid Transport Task Force during the Support Period to assist 

in the effective management of the broader transport networks and to 

inform broader operational decisions, public messaging and similar 

matters.  The nature of such reporting will be agreed by the London 

Covid Transport Task Force. 

15. The London Covid Transport Task Force will remain in place for the 

duration of the Support Period unless agreed otherwise by DfT and TfL. 

Governance  

16. This emergency funding and financing package will require additional 

HMG governance and oversight, notwithstanding the existing legal 

framework under which TfL operates.  

Financial management  

17. In managing its business during the Support Period, TfL will take all 

reasonable steps to minimise the Extraordinary Support Grant in line with 

this agreement, including maximising its revenue and minimising 

expenditure. 

18. Transport for London will provide to DfT weekly and Periodic 

management accounts, in a form consistent with the Emergency Budget, 

showing the financial performance of the business compared to the 



 

 
 

 

Emergency Budget and updated financial projections for the remainder 

of the financial year. DfT and HMT may request further information or 

explanation as reasonably necessary to manage its financial position.  

19. DfT will appoint an external adviser to support them in this oversight. TfL 

will provide reasonable access and support to the adviser to enable them 

to support DfT and HMT in its monitoring of the situation and related 

matters. This will include, as a minimum, a commentary from the adviser 

to DfT on each Period’s financial information, which shall also be made 

available to TfL.  

20. TfL will support continued and ongoing collaborative discussions with 

DfT on projected passenger numbers, revenues and non-operational 

expenditure. 

21. TfL will continue to engage with and document discussions with their 

lenders and ratings agencies to demonstrate a clear understanding of 

the impacts of loan covenants and keep DfT informed of these 

discussions on a timely basis. 

Decision Making  

22. Two HMG appointed Special Representatives will attend all TfL Board 

meetings, being able to raise questions at the Board, request additional 

information as reasonably required and report back to the Secretary of 

State on these matters.  

 

23. One Special Representative will also be able to attend all meetings, 

formal and informal, of the Finance Committee and the Programmes 

and Investment Committee. 

 

Future Financial Sustainability 

24. There will be an immediate and broad ranging government-led review 

of TfL's future financial position and future financial structure.  This will 

include: 

a. Options for revenue maximisation, including fares policy and 

revenue yield choices over time will be explored; 

b. The opportunities to deliver further efficiencies in the short and 

medium term in relation to operating costs; 

c. The approach to capital spending, both in terms of asset 

maintenance and enhancement;  



 

 
 

 

d. The balance sheet and financing structure, including financing 

policy, of TfL;  

e. The current fiscal devolution arrangements; and 

f. The potential for raising more non-fare based revenue and 

commercial income. 

25. The review will include international and cross modal benchmarks and 

detailed recommendations on what decisions can be made.  This will be 

completed by end of August 2020 to inform the position after the Support 

Period. 

 

26. TfL will support the review work with provision of information as 

reasonably required.  TfL will be consulted on the terms of reference and 

provide views and options into the review. 

  
27. The Government has asked the Mayor to confirm he will increase fares 

by RPI plus 1% on all modes from Jan 2021 as proposed in the TfL 

business plan. The Mayor will take this decision on advice of TfL based 

on forecasts and other relevant factors. The Mayor has agreed with the 

Government that his intention is to adhere to the fares increases sought 

by Government and proposed in the TfL business plan. 

Crossrail  

28. Crossrail remains a vital project for both London and the UK. TfL will 

continue to ensure that its key subsidiaries responsible for bringing 

Crossrail into operation, such as Rail for London and London 

Underground, are fully resourced and pragmatic in their requirements of 

Crossrail Limited to ensure the delivery of all stages of Crossrail is 

achieved as quickly and cost effectively as possible.   

 
29. In advance of the end of the Support Period, an additional funding 

package for Crossrail will need to have been identified and presented to 

the project Sponsors, which achieves the agreed London Pays principle 

noting that options to achieve this will be considered alongside the 

Government-led review of TfL’s future financial position and future 

financial structure.  The borrowing costs under the TfL £750m Loan 

Facility with the Department should be included with TfL’s adjusted 

budget, for as long as TfL continues to utilise the loan.  

 

30. TfL will take reasonable steps to apply PPN 02/20 to Crossrail Limited, 

recognising that such decisions will need to be taken in the light of the 

overall affordability for the project. 



 

 
 

 

31. TfL will consider and, acting reasonably, agree specific proposals made 

by Crossrail Limited in relation to the retention of critical resources on the 

project where it is value for money to do so, during the Safe Stop and the 

subsequent recovery.  

32. Joint Sponsors will make all reasonable efforts to complete Crossrail as 

soon as practicable and that there is a deliverable plan in place to restart 

all stopped works, consistent with applicable advice on construction. 

33. In relation to Crossrail, TfL will propose, as soon as practicable, and no 

later than the end of June 2020, an action plan to support the successful 

transition of the project to TfL, including the governance, oversight and 

actions necessary to provide greater confidence in the timely and value 

for money delivery of this important project.  The plan will consider 

actions in relation to project resourcing, governance, assurance and 

other matters as necessary. 

Yours sincerely,  

 

 

 

 

Rt Hon Grant Shapps MP 

 

SECRETARY OF STATE FOR TRANSPORT 

 


