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Cabinet
Tees Valley Combined Authority

Date	30 January 2026

Agenda Item	7 

Report Title	Draft Capital & Revenue Budgets 2026/27, Updated MTFP and Capital Programme 2026/27-2029/30

Accountable Cabinet Member	Mayor Chris Cooke, Portfolio Holder for Inward Investment and Finance

Accountable Chief Officer	Jo Moore, Interim Group Director of Finance & Resources

Accountable Employee	Andrew Baldwin, Chief Accountant

Report Considered by	Pre-Cabinet process (A draft version of the report was circulated on 13 January 2026 and discussed with statutory officers from the constituent local authorities on 14 January 2026 and informal Cabinet on the 16 January 2026)


Key Decision	Yes

This is a key decision in accordance with the Constitution.


Public Report	Yes


[bookmark: _Hlk219191011]Voting Arrangements	The Cabinet will work to progress decisions via consensus, if a vote is required then it is by simple majority that includes the mayor.

Recommendations

The Combined Authority Cabinet is recommended to:

	A
	Approve the draft Budget for Mayoral Functions for 2026/27 for consultation

	B
	Approve the proposed Concessionary Fares budget of £14.834m for 2026/27

	C
	Approve the draft Combined Authority Revenue Budget for 2026/27 for consultation

	D
	Approve the proposed consultation plan set out at Appendix 2

	E
	Approve the updated Medium Term Financial Plan 2026/27 to 2029/30

	F
	Note the draft Capital Budget for 2026/27 and revised capital programme to 2029/30

	G
	Approve the transfers to/from reserves as set out in Table 17

	H
	Note the forecast revenue reserves on 31 March 2027

	I
	Note the forecast capital reserves on 31 March 2027

	J
	Note the key financial risks for the MTFP period

	K
	Note that the S73 Officer’s S25 Statement will be included with the final budget proposals



Purpose

1. This report presents the draft revenue budget for the Mayoral General Functions for 2026/27 and proposed consultation plan for approval.

2. As the Transport Authority for the region, Tees Valley Combined Authority (TVCA) Cabinet is asked to approve the proposed Concessionary Fares charge for 2026/27 to enable constituent local authorities to include those amounts within their final budgets for the forthcoming financial year.

3. The draft revenue budget for the Combined Authority for 2026/27 is also presented to Cabinet together with a revised Medium Term Financial Plan (MTFP) covering the period to 2029/30.

4. Key assumptions and risks in setting the final budgets for the forthcoming financial year and future years are also highlighted, as well as any outstanding matters relating to uncertainties at the draft budget stage.

5. Cabinet is also presented with the revised three-year Capital Programme to 2029/30 for approval, together with the Authority’s proposed Capital Budget for 2026/27.

6. This report also presents the forecast usable revenue and capital reserves as of 31 March 2027 incorporating the financial implications of the proposed draft revenue and capital budget impacts.


EXECUTIVE SUMMARY

7. As set out in the TVCA Constitution and required by law, a draft budget for the Mayoral Functions, for the purposes of consultation, must be presented by 1 February each year, for the following financial year.  For 2026/27, the Tees Valley Mayor is not proposing a precept and therefore the draft budget set out in this report comprises merely the Mayoral Office budget.

8. In addition, each year a draft budget must also be separately proposed for the Combined Authority for the following financial year.  The accounting for this must comply with local authority accounting principles and relevant codes.  This report therefore proposes the TVCA General Fund Revenue Budget for 2026/27.

9. Under local authority accounting rules, the Combined Authority is required by law to set a balanced revenue budget for the forthcoming financial year and the draft budget proposed for 2026/27 complies with this requirement.

10. The proposed budget includes a planned drawdown of £2.497m from the Authority’s earmarked reserves. This drawdown represents the use of unspent, ringfenced grant funds from previous years.

11. This report sets out the latest assumptions and estimates underpinning the budget proposals for consideration and Cabinet should consider whether those assumptions are reasonable in approving the draft budget.

12. Cabinet is also being presented with the proposed consultation plan which is a legal requirement in respect of the Mayoral General Functions where a precept is being levied.  Whilst this is not the case for the draft budget proposed for 2026/27, in accordance with the Constitution, the Authority wishes to adopt good practice in terms of consulting on the draft budget proposals.

13. To underpin its financial sustainability, the Authority is also required to consider the financial forecasts for following years and approve a Medium-Term Financial Plan (MTFP).  This report presents the updated Medium Term Financial Plan covering the period to 2029/30.  Cabinet should note that the MTFS currently assumes that a balanced budget can be set for each of the MTFS financial years.

14. As highlighted in the Reserves section of this report, TVCA is forecast to have usable revenue reserves of £38.924m at 31 March 2027.  Of these, £11.111m is earmarked and ringfenced for specific purposes, leaving £27.823m of non-ringfenced reserves available.  In addition, the Authority’s General Fund is currently forecast to remain at £1.058m which is the balance maintained for 2025/26. 

15. It should be noted that the final budget presented to Cabinet on 20 March 2026 will be accompanied by a Capital Strategy, Treasury Management Strategy (incorporating an updated Minimum Revenue Provision Policy) and a new Reserves Policy.

16. This reserves policy will recommend to Cabinet minimum levels of General Fund reserves to be maintained over the Medium-Term Financial Plan to enable the Authority to manage the financial risks it is facing over the MTFP period.  The report will also consider how any increase will be funded.

17. This report presents the proposed Capital Budget for 2026/27 and latest Capital Programme to 2029/30.  However, Cabinet should note that the proposals are currently based on the revised capital programme as presented to Cabinet in the Quarter 2 budget monitoring report pending the finalisation of the Capital Strategy.

18. The revised capital programme for the MTFP period incorporates capital investment within the Investment Plan refresh approved by Cabinet in March 2025.  The TVCA Constitution requires proposals for allocation of resources available to the Combined Authority to be set out in an Investment Plan, to be adopted annually and amended as necessary through unanimous agreement by Cabinet.  This is not a legal requirement. 

19. The Capital Strategy is a legal requirement and sets out the Authority’s strategic approach to capital investment over the MTFP period.  

20. The forecast capital reserves at 31 March 2027 are forecast to be £75.262m and represent Capital Grants received to-date, ringfenced for capital purposes.

21. Based on the latest capital programme, the Authority’s capital financing requirement (CFR) - underlying need to borrow - is forecast to be £616.357m at the end of March 2027 which is a decrease of (£4.259m) from the forecast closing position at 31 March 2026.  This decrease is due to the application of the Minimum Revenue Provision (MRP) provided for in the revenue budget which reduces the CFR.   Currently, there is no further requirement for additional borrowing by TVCA to fund the latest capital programme and, therefore, the CFR will continue to reduce.

22. Against this underlying need to borrow, the Authority’s opening externally borrowed position is forecast to be £529.177m, rising to £554.764m at 31 March 2027.

23. This gives rise to £22.630m of interest payable for 2026/27 based on an average interest rate of 4.16% and £7.888m of Minimum Revenue Provision (based on the current policy which may be updated for the final budget in March).  This represents an increase in MRP of £0.910m from the 2025/26 position.

24. TVCA was previously successful in securing a substantial loan (£111m) from the UK Infrastructure Bank (UKIB) at a very competitive rate of 1.99%. This represented a competitive interest rate during a period when interest rates were at a low level. Since securing this UKIB loan, interest rates have risen significantly and the rates available in the current market are significantly higher and future borrowing rates are forecast to be above the previously noted average interest rate of 4.16%.

25. Of the total CFR of £616.357m, £549.015m relates to borrowing undertaken by the Authority to on-lend to third parties.  At 1 April 2026 £541.015m will have been advanced to third parties and this is forecast to increase to £549.015m by 31 March 2027.

26. The draft revenue budget proposals for 2026/27 include £20.678m of interest receivable from third parties for loans advanced.  This has increased by £8.615m. from the 2025/26 position due to the unwinding of the one-year interest policy applied in on-lending to the South Tees Development Corporation (STDC).  In the draft revenue budget proposed, it is assumed that interest due from STDC of £14.251m will be incorporated into the STDC revenue budget as interest payable.

27. The interest receivable budget now includes interest receivable from the loans made to Teesside International Airport Limited (TIAL) which had not been included in previous budget proposals.  However, a corresponding bad debt provision expenditure budget has been included to offset the same amount of interest receivable income due from TIAL.  This is to ensure that the Authority is adopting a prudent approach to its budget setting.

28. This report also presents to Cabinet the key assumptions underpinning the budget proposals including any estimates for inflation, pay awards and any other known increases or decreases in expenditure or income.

29. The draft budget proposals assume that the £15m Devolution Funding and the Mayoral Capacity Funding will remain at £1.5m as announced in the Provisional Local Government Settlement on 19 December 2025.

30. Cabinet is also presented with the key financial risks that the Authority is facing over the medium term.  A key consideration is the principle of whether the Authority is required to provide financial support to the Mayoral Development Corporations, should the need arise, given that they receive no separate central government or third-party funding.  This matter has been considered by the Authority’s Monitoring Officer in consultation with MHCLG and external legal advice with the conclusion that the Combined Authority has no legal obligation to provide financial support to a Mayoral Development Corporation.

31. The draft budget as proposed does not currently include any provision for financial support to any of the Mayoral Development Corporations. The provision of any financial support to a Mayoral Development Corporation would be a Cabinet decision. This will be a consideration in relation to the Hartlepool Development Corporation and will be discussed further with Cabinet ahead of the final budget report in March.

32. The report also includes reference to those matters which still require resolution for the final budget.


BACKGROUND

33. As set out in the Tees Valley Combined Authority (TVCA) Constitution, the TVCA Chief Executive and Group Director of Finance and Resources shall prepare a draft Budget for the Combined Authority, consistent with statutory requirements and principles of sound financial management. The draft Budget shall also be presented in the context of the agreed Investment Plan.

34. In accordance with the statutory requirements, the draft budget shall separate non-Investment Plan expenditure into proposed expenditure on the Mayor’s General Functions and proposed expenditure on Combined Authority Functions.  The Mayor has the power to levy a precept to deliver Mayoral functions.

35. The draft Mayoral budget must be presented to Cabinet for consideration and approval for the purposes of consultation by 1 February each year.  The Combined Authority must meet to consider the Mayor’s proposed draft Budget before 8 February in each year.

36. Combined Authorities are intended to have the statutory power to levy for their transport functions. Unlike some Combined Authorities, the Tees Valley Combined Authority is not responsible for operating transport services.  There is therefore no current need to exercise this power and therefore a levy is not proposed for 2026/27.

37. However, TVCA does administer concessionary fares on behalf of the local authorities and Cabinet is required to approve the proposed concessionary fares budget for the following financial year to enable these authorities to incorporate those amounts in their budgets for the following financial year.  

38. The Combined Authority is required to follow local authority accounting rules in setting its annual budgets with the overarching requirement to set a balanced budget for the forthcoming financial year.  The final budget will also include the S73 Officer’s statement on the robustness of the budget estimates and the adequacy of reserves.

39. To accompany the proposed revenue and capital budgets and the Medium-Term Financial Plan (MTFP), the Authority is required to approve other supporting strategies.

40. The Chartered Institute of Public Finance and Accountancy (CIPFA) Prudential Code 2017 included a new requirement for local authorities to produce a Capital Strategy to demonstrate that capital expenditure and investment decisions are taken in line with strategic objectives and take account of stewardship, value for money, prudence, sustainability and affordability.  A Capital Strategy will therefore be presented as part of the final budget proposals.

41. The Local Government Act 2003 requires Councils to have regard to the CIPFA Prudential Code on Treasury Management (the Code).  Not only is there a requirement for an Authority to set a balanced revenue budget but also a capital programme that is prudent, affordable and sustainable. Underpinning this is the requirement to have sufficient funds available at the appropriate time to meet those requirements. It is the remit of the Treasury Management function to ensure this happens.

42. The CIPFA Treasury Management Code 2021 requires the Authority to approve a Treasury Management Strategy annually and this will be presented to Cabinet for approval in March.  This will include the Minimum Revenue Provision Policy which sets out the Authority’s approach to setting aside amounts within its revenue budgets to repay debt over the long term.

43. It is good practice for Cabinet to also approve a Reserves Policy annually which sets out the Authority’s approach to maintaining reserves to manage financial risks over the medium term.


CONTEXT

44. The work of Combined Authorities is funded through devolved monies from central government (Mayoral Investment Fund) or by revenues raised directly.  Established Mayoral Strategic Authorities are eligible to receive an integrated settlement. TVCA is not currently an Established Mayoral Strategic Authority.

45. Combined Authorities receive a baseline level of devolution funding which is fixed for a 30-year period although the level of funding differs between authorities.  These amounts are subject to five-yearly reviews by government to assess the impact that the devolved funds have had on local and regional economic development and growth.  Under its devolution agreement, TVCA currently receives £15m annually. 

46. Mayoral Capacity Funding is to support Strategic Authorities’ staffing and administrative costs, and central corporate functions. The government will deliver Mayoral Capacity Funding through the Local Government Finance Settlement to all eligible existing Strategic Authorities. The government has published draft figures for 2026-27 and final figures will be confirmed in early 2026 as part of the final Local Government Finance Settlement following the provisional consultation period. The TVCA provisional allocation for 2026/27 is £1,679,720.10 which comprises £1.5m Mayoral Capacity grant and the continuation of the Employers National Insurance Grant of £0.179m.

47. Beyond the known 30-year devolution funding and the Mayoral Capacity Funding, it is difficult to forecast what additional funding may be available to combined authorities.  As the nature of combined authority work is underpinned by strategic investment in the region, significant grants accessible tend to be capital funding although there are often revenue elements to accompany the capital funding.  Separate revenue grants for specific government priorities may also be available to access. 

48. The revenue and capital grants included within the proposed draft budget for 2026/27 are set out in the relevant section of this report.

49. At the Autumn Budget, the Government announced its intention to strengthen the Business Rates Retention system to better support Mayoral Strategic Authorities in driving local growth.

50. A new offer will allow Mayoral Strategic Authorities to propose a Business Rates Retention zone that can help unlock investment and growth in the area and Mayors are invited to co-develop an offer for their area.  The broad criteria are:

· Size: A single, contiguous site no more than 300 hectares, with a clear boundary.
· Developable land: The site should have scope for development and exclude major existing ratepaying hereditaments (e.g., airports).
· Connectivity & link to interventions: Zones should be well connected or have credible plans for connectivity, linked to significant interventions such as transport investment or major commercial developments.
· Alignment with Government growth priorities: Proposals should align with Local Growth Plans and national priorities such as the Industrial Strategy or Northern Corridor.
· Confidence in projected growth: Authorities must evidence credible growth projections backed by commercial interest and robust modelling.
· Credible investment plan: A clear plan for how the zone will enable investment, including sustainable borrowing strategies.
· Strong local leadership: Zones should reflect the principles of devolution, with formal agreements between Mayoral Strategic Authorities and Local Authorities on reinvestment of retained rates.

51. The Government has proposed the new offer to Mayoral Strategic Authorities on business rates retention to support Mayors more consistently in driving growth. Options being considered include allocating Mayoral Strategic Authorities a direct share of business rates to build on Local Growth Plans, allowing more tax to be spent where it is raised and providing Mayors with a share of regional growth. The Government will engage with Mayoral Strategic Authorities in the New Year to co-develop a new offer.


MEDIUM TERM FINANCIAL PLAN

52. The Medium-Term Financial Plan (MTFP) sets out the Authority’s high-level approach to financial planning and the management of its financial resources to underpin its continued financial sustainability.  This also ensures that financial resources are aligned with the Authority’s Strategic plans and therefore should be considered in line with the Investment Plan.

53. The MTFP should highlight all matters affecting its financial position and sustainability over the medium term as well as consider strategic objectives and constraints in finances which may impact on decision making.

54. Annual budgets, by definition, are short-term in nature and so the MTFP provides financial forecasts over the medium term but the further out these forecasts project, the greater the uncertainty with the financial estimates due to the number of factors which are beyond the Authority’s direct control.

55. Due to the inherent risk and uncertainty, the Authority’s financial strategy should also include sensitivity analysis whereby the impact of changes to the key variables e.g. funding is assessed. This scenario testing allows Cabinet to consider the financial impact of different scenarios.  This will be provided for in the final budget.

56. Table 1 below presents TVCA’s proposed 2026/27 revenue budget and Revenue MTFP.

Table 1 – TVCA and Mayoral MTFP 2026/27 to 2029/30

	Budget 2025/26
	Directorates

	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	
	£'000
	£'000
	£'000
	£'000

	(1,228)
	Mayoral costs
	466
	478
	490
	503

	(1,228)
	Mayoral General Functions
	466
	478
	490
	503

	731
	Chief Executive
	1,355
	1,391
	1,427
	1,465

	1,668
	Legal and Governance
	2,348
	1,995
	2,043
	2,093

	112
	Infrastructure
	1,287
	1,370
	1,456
	1,544

	2,189
	Operations
	3,165
	2,498
	2,561
	2,625

	(406)
	Finance and Resources
	234
	(100)
	(67)
	(33)

	11,006
	Business Solutions
	3,010
	2,732
	2,805
	2,881

	1,479
	Inward Investment and Marketing
	1,375
	1,393
	1,412
	1,431

	-
	Support Services Recharged to Grant Delivery
	(6,342)
	(6,532)
	(6,663)
	(6,796)

	16,779
	Directorates Total
	6,432
	4,747
	4,974
	5,210

	
	Central Expenses
	
	
	
	

	610
	TVCA Property Overhead Costs
	822
	822
	822
	822

	19,518
	Interest Payable
	25,851
	25,935
	25,648
	25,648

	(1,750)
	Interest Receivable Treasury Management
	(1,500)
	(1,500)
	(1,500)
	(1,500)

	(12,063)
	Interest Receivable (Lending)
	(20,678)
	(21,422)
	(22,080)
	(22,997)

	-
	Contribution to Bad and Doubtful Debt
	6,189
	6,475
	6,734
	7,048

	6,978
	MRP
	7,892
	8,464
	8,792
	9,128

	(392)
	Investment Properties (Net Return)
	(445)
	(444)
	(443)
	(441)

	-
	Net Lease Wrap Income
	(1,028)
	(1,028)
	(1,028)
	(1,028)

	
	
	-
	-
	-
	-

	12,901
	Net Central Expense Costs
	17,103
	17,302
	16,945
	16,680

	(179)
	Emp NI Grant
	(179)
	(179)
	(179)
	(179)

	(15,000)
	Devolution Funding
	(15,000)
	(15,000)
	(15,000)
	(15,000)

	(1,500)
	Mayoral capacity
	(1,500)
	(1,500)
	(1,500)
	(1,500)

	(16,679)
	Total Core Funding 
	(16,679)
	(16,679)
	(16,679)
	(16,679)

	(5,999)
	Enterprise Zone Business rates
	(8,899)
	(6,239)
	(6,489)
	(6,748)

	(5,999)
	Enterprise Zone Business rates Total
	(8,899)
	(6,239)
	(6,489)
	(6,748)

	5,772
	Net Expenditure
	(1,577)
	(391)
	(759)
	(1,034)

	(5,772)
	Contribution from Reserves
	(2,497)
	(2,497)
	(2,497)
	(2,497)

	-
	Contribution To Reserves
	4,077
	2,888
	3,256
	3,531

	-
	Net Expenditure after Contribution to/(from) Reserves
	-
	-
	-
	-




57. The details provided for the Directorates in the table above are net of the ‘central support recharge’ that attributes costs associated with supporting delivery of both revenue and capital programmes. Appendix 1 provides a more detailed breakdown of Directorates including the gross expenditure, specific grant and other income and recharges associated with the delivery of the Directorate activities.

58. For the purposes of the draft budget and MTFP, grant expenditure is budgeted at the grant income amount level. Eligible revenue costs associated with the delivery of grant activity (e.g. finance, legal, procurement and HR costs) are allocated indirectly to grant activity via a new central services recharge mechanism (CSR).  This mechanism has been discussed and agreed with the relevant Directors responsible to ensure compliance with the grant terms and conditions.

59. Within the Operations, Legal and Governance, and Finance directorates there are additional one-off ‘transformation’ budgets allocated in 2026/27 of £750k, £400k and £368k respectively (total £1.518m). This is a one-off budget allocation to support systems development and to fund interim additional agency staff as TVCA progresses through the transformation and improvement programme.

60. As can be seen from the MTFP table above, after the initial increase from 2025/26 to 2026/27 (see revenue budget section below), interest payable remains stable over the remainder of the MTFP period.  This is because borrowing being undertaken on an annuity basis (which results in reducing revenue interest cost over the period of the loan) and those loans taken out on a maturity interest have interest elements static over the period of the loan.  

Enterprise Zone Business Rates Income
61. The budget has increased by c£2.9m for 2026/27.  However, as can be seen from the MTFP table, this is a one-off increase due to the inclusion in the draft budget of an estimate of back-dated business rates that will be due to the Authority.

MTFP Assumptions and Estimates
62. As explained above, TVCA currently only has certainty over its £15m annual devolution fund monies and Mayoral Capacity Funding (currently £1.5m) now confirmed in the provisional Local Government Settlement announced on 19 December 2025.  The draft MTFP above assumes that these funding streams continue, and at their 2026/27 rates over the MTFP period.

63. However, TVCA’s expenditure increases every year for inflationary items such as the pay award and contract indexation with other expenditure such as Employers’ NI and Employers’ pension contributions also potentially increasing.  The following are the expenditure assumptions that have been included in the MTFP.

Table 2: MTFP Assumptions

	Budget Area
	Assumption

	Pay Award
	3%

	Employed Staff
	Budgeted on actual 2026/27 incremental point

	Establishment Vacancies
	Budgeted on highest Incremental point within grade

	Contract Price Inflation
	Where known at 2026/27 rate, otherwise 3% Inflation (Insurance 5%)

	Employers NI Contribution
	2025/26 contribution rate

	Employers Pension Contribution
	2025/26 contribution rate

	Borrowing Costs 
	Budgeted on borrowing full CFR (not actual borrowing undertaken to date)

	Borrowing Interest Rates
	4.8% based on Treasury advice, with an additional 0.25% prudently included to mitigate inability to achieve the anticipated borrowing rate for future loans (i.e. up to 5.1%)

	Transformation costs
	 Inclusion of one-off (2026/27) transformation costs of c£1.519m

	New Grants
	Grant income fully funds grant-related expenditure including central services recharge

	Capital central services recharge
	Capital central services recharge (revenue Income) budgeted at 80% of potential identified

	Externally Funded Budget Growth
	No new directorate budget growth after 2026/27




Minimum Revenue Provision
64. Minimum Revenue Provision (MRP) is the amount set aside to repay debt on capital expenditure.   For TVCA, this is calculated using an annuity-based, asset-life approach with the provision commencing the financial year after the associated asset is brought into use.

65. Under an annuity calculation, the total annual charge for a loan (comprising both interest and principal repayment) remains constant over the life of the arrangement. However, as the arrangement period progresses, the composition of that constant payment changes with the proportion relating to principal increasing, while the proportion relating to interest decreases.

66. As MRP is derived from the principal element of the annuity calculation, the MRP charge will rise each year over the life of the asset. This increase is offset by a corresponding reduction in the interest charge, ensuring that the overall annual cost remains consistent.  This is why the MRP charge is increasing over the MTFP period.

Net return on Investment Properties
67. TVCA maintains several investment properties.  While the investment in these properties is primarily driven by economic regeneration objectives, for reporting purposes these initiatives are reported separately to increase the transparency over the net cost or return associated with achieving the regeneration objectives striven for. 

68. The two Investment properties that TVCA operate are the 6 Centre Square complex and the Zetland Car Park. In 2026/27 it is anticipated that these operations will generate a net income of £360k. The net position is dependent on occupancy/usage of these facilities. An informed prudent but realistic approach has been adopted in forecasting anticipated income in future years.


DRAFT MAYORAL GENERAL FUNCTIONS BUDGET 2026/27

69. All Mayoral General Function Costs are funded from the annual central government Mayoral Capacity Fund grant.  The Mayor does not currently levy a precept on Tees Valley resident local taxpayers and therefore the draft budget proposed in the table below only includes the running costs of the Mayor’s office including recharges for support services.

Table 3: Mayoral Office Budget 2026/27

	Budget 2025/26
	MAYOR
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	263
	Employees
	452
	464
	476
	489

	-
	Premises
	-
	-
	-
	-

	9
	Transport
	13
	13
	13
	13

	-
	Supplies and Services
	1
	1
	1
	1

	-
	Support Services charge
	20
	21
	21
	21

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	272
	Total Expenditure
	486
	499
	511
	524




70. In the normal course of events Mayoral Elections are held every 4 years and the next election is scheduled for May 2028. These elections are predominantly held alongside the area’s local Council Elections, and TVCA contributes to the overall cost of delivering them. As core TVCA funding is held at a cash‑flat level each year, it is prudent to create a reserve by setting aside an annual contribution toward these quadrennial costs.

71. The approach to be adopted for conducting the 2028 election is currently under review, and the final cost of the chosen approach has not yet been confirmed. However, adjusting the cost of the 2024 election for inflation indicates that a prudent provision for 2028 would be approximately £1.500m. Establishing an annual contribution of £0.500m from 2026/27 onwards will allow funds of £1.500m to be available in 2028/29, the year of the next scheduled election.


72. Therefore, the proposed budget sets aside an annual contribution of £0.500m to cover mayoral election costs which will be held in a specific Earmarked Reserve hence the increase from 2025/26.

Transport Charges
73. As highlighted above, Combined Authorities are intended to have the statutory power to levy for their transport functions. Unlike some Combined Authorities, the Tees Valley Combined Authority is not responsible for operating transport services and therefore a levy is not proposed for 2026/27.

74. However, as the regional Transport Authority, TVCA does administer concessionary fares.   The English National Concessionary Travel Scheme (ENCTS) is a statutory scheme providing free off-peak local bus travel for eligible older people (State Pension Age) and disabled people across England.

75. The funding for this scheme is provided to bus operators for journeys undertaken by eligible pass holders. In addition to the statutory scheme, (9:30am-11 pm weekdays, all day weekends/bank holidays), Transport Authorities can offer discretionary extra enhancements to pass holders. Current enhancements in place across the Tees Valley include:

· Cheaper pre-9:30am fares
· Disabled persons companion passes

76. The English National Concessionary Fares Scheme (ENCTS) MTFP forecasts are set out in the table below:

	
	2025/26
	2026/27
	2027/28
	2028/29

	Budget
	£13.799m
	£14.834m
	£15.500m
	£16.000m

	
	Agreed
	Under negotiation
	Forecast
	Forecast



77. The draft budget for 2026/27 therefore includes an amount £14.834m. This estimation is based on continuation of a like-for-like scheme, as in place across 2025/26. This current estimation includes the continuation of the scheme enhancements currently in place across the Tees Valley region.

78. Under the role of Local Transport Authority, the Combined Authority is responsible for negotiating the settlements with operators and passporting funding to the local bus operators via funding received from the constituent authorities on an annual basis. The Combined Authority role in this is therefore transactional in enabling the funding to be transferred from the Local Authorities to the bus operators.

79. Concessionary fares, therefore, have a nil impact on the Combined Authority’s budgets as any payments made are recovered from the relevant local authorities who bear the risk of actual expenditure being more than the budgeted amount.  However, this risk is mitigated by collaborative working with the constituent local authorities to ensure that the budgeted amount is robust.

80. The Table below presents the Medium-Term Financial Plan by the CIPFA subjective analysis, showing the Income and Expenditure of the Authority.



Table 4 - TVCA MTFP 2026/27 to 2029/30 – CIPFA Subjective Analysis 
(By type expenditure /income) 

	Budget 2025/26
	TVCA
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	13,515
	Employees
	15,059
	14,623
	14,966
	15,320

	610
	Premises
	4,480
	4,480
	4,480
	4,480

	45
	Transport
	56
	56
	56
	56

	128,136
	Supplies and Services
	103,058
	102,937
	103,292
	103,661

	172
	Third Party Payments
	-
	-
	-
	-

	19,518
	Central Costs
	32,040
	32,411
	32,383
	32,696

	161,996
	Total Expenditure
	154,693
	154,507
	155,177
	156,213

	(200) 
	Charges
	(200)
	(200)
	(200)
	(200)

	(119,454) 
	Grant
	(98,304)
	(98,304)
	(98,304)
	(98,304)

	(1,129) 
	Recharges
	(1,709)
	(1,709)
	(1,709)
	(1,709)

	                     - 
	Support Services Recharged to Grant Delivery- Capital
	(2,661)
	(2,851)
	(2,982)
	(3,115)

	(21,164) 
	Contributions Summary
	(26,011)
	(23,701)
	(23,950)
	(24,210)

	(1,750) 
	Bank Interest
	(1,500)
	(1,500)
	(1,500)
	(1,500)

	(12,063) 
	Interest From Investments
	(20,678)
	(21,423)
	(22,081)
	(22,999)

	(464) 
	Rents
	(5,210)
	(5,210)
	(5,210)
	(5,210)

	(156,224) 
	Total Income
	(156,273)
	(154,898)
	(155,936)
	(157,247)

	              5,772 
	Net Deficit/(Surplus)
	(1,580)
	(391)
	(759)
	(1,034)

	(5,772) 
	Contribution from Reserves
	-2,497
	-2,497
	-2,497
	-2,497

	                     - 
	Contribution To Reserves
	4,077
	2,888
	3,256
	3,531

	- 

	Net Expenditure after Contribution to/(From) Reserves
	-
	-
	-
	-





DRAFT COMBINED AUTHORITY REVENUE BUDGET 2026/27

81. In setting their annual budgets, it is common practice for authorities to adopt an incremental approach to budget setting.  This approach takes the current year base budget, rolls that budget forward and then adjustments are made to take account of known changes.  These changes could be the removal of one-off expenditure and income budgets, adjustments for indexation and inflation e.g. pay award and the inclusion of additional income streams and/or corresponding expenditure streams.

82. Another approach that can be adopted is a zero-based methodology whereby budgets are built from scratch with close working between the services and Finance.

83. As has been reported through the quarterly budget monitoring, there was very little granular level of detail in the 2025/26 budgets, with high-level information contained in a budget workbook and budgets not contained within the Finance system.

84. A significant project is being undertaken during 2025/26 to, not only break down the high-level workbook, but also to ensure that those budgets are then entered into the finance system ledgers in an appropriate coding structure.  Whilst this work is substantially complete for the revenue budgets, further work will be carried out in the last quarter of 2025/26 to conclude the work on the capital budgets.

85. For 2026/27, budget setting has built on the work carried out in 2025/26 and a hybrid approach has been adopted in setting the budget with a mixture of rolled forward budget where available and re-based approach where there was limited budget detail.

86. The Combined Authority revenue budgets are relatively simple with the main elements being staffing costs, overheads and costs/income related to borrowing.  Funding comprises core Devolution monies, Mayoral Capacity Fund grant and then specific grant income where the Authority has been successful in securing an allocation.  Grant expenditure will then match grant income with any unused grant either being returned to central government or transferred.

87. However, one element of complexity relates to the recharging of support staff and overheads to revenue grants.   Within their terms and conditions, specific government grants ordinarily permit an element of top-slicing of the grant as a contribution towards administration of the grant or allow an element to be applied based on a reasonable methodology.

88. For 2026/27, a project has also been undertaken to look at how TVCA charges support services and overheads to grants.  A comprehensive methodology has now been formulated working closely with directors and this will now form the basis for recharges to grants going forward approach.

89. This is termed the central services recharge mechanism (CSR) and pragmatically reflects the drivers of support service costs and apportions the cost of delivering these support services in line with the following approach.

90. Where detailed records are recorded such as legal services and procurement - costs are allocated to projects based on actual activity.  Where service teams maintain records or provide data on the areas where relevant staff have supported the grant work, the costs are apportioned on service information.

91. In other areas such as finance – other information such as gross budget is used as a pragmatic methodology for apportioning costs.



GRANT FUNDING

92. The below table shows the grant funding for 2026/27.



Table 5 Summary of TVCA 2026/27 Revenue funding

	Grant Funding
	Budget 2026/27

	 
	£'000

	Devolution Funding
	(15,000)

	Emp NI Grant
	(180)

	Mayoral capacity
	(1,500)

	Total Core Funding 
	(16,680)

	Specific Government Grants
	(81,624)

	Total Grant Funding 
	(98,304)











Core Funding
93. Devolution funding of £15m per year for 30 years has been secured through the devolution agreement with government but is a flat rate and not index linked. This funding is subject to evaluation every five years but is expected to continue for the full 30-year period.

94. An Employers’ National Insurance Contributions (NIC) Grant of £0.180m has been confirmed by the Government to help offset the additional financial impact of the increase in employer NICs on authority budgets.

Mayoral Capacity Funding
95. Mayoral Capacity Funding of £1.500m has been confirmed for 2026/27 in the provisional Local Government Settlement announced on 19 December 2025.

Specific Grant Income
96. TVCA receives revenue grants from Government to deliver specific programmes and initiatives in the region.  The below table shows the known grant income for 2026/27 by Directorate. Further details on the grant are provided below.


Table 6 Summary of TVCA 2026/27 Revenue Grants

	Government Grants
	Budget 2026/27

	 
	£'000

	Business Solutions (non-Investment Zone)
	 

	Business growth hub
	(315) 

	BEIS’s net zero hub
	(1,125) 

	Skills bootcamp
	(3,912) 

	Adult education budget
	(29,969) 

	Level 3 FCFI
	(2,174) 

	CEC central hub
	(293) 

	Youth trail blazer
	(4,769) 

	Connect to work
	(4,000) 

	Local growth fund
	(6,123) 

	Engine room
	(390)

	Total Business Solutions Grant
	(53,070) 

	Infrastructure
	                  

	Local transport authority (bus)
	(8,662)

	Active travel- capability fund
	(266) 

	CRSTS
	(8,510) 

	TCR
	(2,896) 

	Total Infrastructure Grant
	(20,334) 

	Business Solutions
	

	Investment Zones (IZ)
	(8,220)

	Total IZ Grant
	(8,220) 

	Total Specific Government Grants
	(81,624) 



Business Solutions grants
· BEIS Business Growth Hub offers support to local business through dedicated advisors within the Business solutions team. Grant funding is received annually to fund the cost of these advisors, £0.315m is expected in 2026/27.

· BEIS Net Zero Hub is part of a national network aimed at supporting local areas in developing and delivering energy projects to achieve net zero goals, focussing on community energy initiatives and providing resources and funding for local projects. Grant funding is received annually with £1.125m budgeted for in 2026/27.

· There are a large number of grants received to provide funding for Education, Employment and Skills, these are detailed below.

· Skills Bootcamp funding is provided to support flexible courses for adults aged 19 and over, helping them develop sector specific skills that local employers need. The grant is released in waves, and TVCA is currently delivering Waves 5 and 6, with applications open for Wave 7. For budgeting purposes, the £3.912 million grant received for Wave 6 has been used as the estimate for the 2026/27 financial year.

· Adult Education funding provides courses for adults aged 19+ to gain skills which will lead them to meaningful, sustained, and relevant employment, or enable them to progress to further learning which will deliver that outcome. Funding allocated annually by formula along with a % increase. As funding is based on academic years the funding for September 2026-March 2027 is not yet known but a 4% assumption for increase has been applied forecasting a budget of c£30m for 2026/27.

· L3 Courses is also funded from the Adult Education budget and offers a range of qualifications that can help individuals gain skills and improve job prospects Funding of £2.174m is forecast for 2026/27.

· The CEC Central Hub aims to enhance careers education for young people by working directly with schools, colleges, apprenticeship providers, and employers. A budget of £0.293m has been allocated for 2026/27 to support staffing costs.

· The Youth Trail Blazer initiative aims to reduce youth inactivity and unemployment by testing innovative ways to identify young people most at risk of falling out of education, employment or training and matching them up to local training or job opportunities. Funding is forecast to be £4.769m for 2026/27.

· Connect to Work aims to assist individuals in finding and maintaining employment. Funding is forecast to be £4.000m for 2026/27.

· The Local Growth Fund has been introduced for 2026/27. TVCA have been allocated £33.5m (split between capital & revenue) over the next 4 years to deliver on Local Growth Plan priorities. There will be a future report to Cabinet seeking approval to commit the Local Growth Fund.

· Engine Room grant has been successfully applied for from the Arts Council and £0.390m is included in the budget for 2026/27.

· Investment Zone funding is to support the digital and creative sectors and funding of £8.220m has been confirmed for 2026/27.


Transport Grant Funding
· Local Transport Authority grant funding to enhance bus services across England. £8.662m has been confirmed for 2026/27.

· CRSTS (City Region Sustainable Transport Settlement) programme provides mainly capital funding to enhance transport networks. The current programme runs from 2022/23 to 2026/27. £8.510m revenue grant funding has been confirmed for 2026/27 to support delivery of the capital programme.

· TCR (Transport for City Regions) replaces the CRSTS funding going forward. £2.896m revenue grant funding has been confirmed for 2026/27.

· Active Travel funding of £0.266m has been confirmed to enable and promote increased levels of walking, wheeling and cycling.

97. The provisional settlement indicates that £0.456m of funding will be received to address Homelessness, Rough Sleeping and Domestic Abuse across 2026 – 29.  However, funding has not yet been confirmed.


SLA Group Charges
98. The draft budget proposals for 2026/27 include estimates of amounts of support service recharges to group entities: Teesside International Airport Limited (TIAL), South Tees Development Corporation (STDC), Hartlepool Development Corporation (HDC) and Middlesbrough Development Corporation (MDC).

99. The LGA is supporting the Authority to review its current service level agreements with group entities and the charges incurred.  Furthermore, the Chief Executive of STDC and the Managing Director will be reviewing their own support service structures and those supplied by the Authority to determine what services they wish to be provided in the new financial year.  The estimates included within the draft budget proposals total £2.058m but there is a risk that this will reduce for the final budget.

Capital Recharge
100. In the 2026/27 budget, £2.431m of TVCA core staffing and overheads costs has been charged to capital projects which is an increase of £1.080m from 2025/26 and the MTFP currently assumes that this level of charge to capital projects will continue over the MTFP period based on the confirmed continuance of the TCR (Transport City Region) and SHDF (Warm Homes Social Decarbonisation) funding.  In future financial years, should there be any change to the amount to be recharged to capital, this will increase costs for the TVCA Combined Authority Revenue Budget.


Revenue budget changes from 2025/26 to 2026/27
101. The draft budget for 2026/27, together with the changes from the 2025/26 base budget, are set out in the table below together with detailed explanations on the budget movements.



Table 7: Draft Combined Authority Revenue Budget 2026/27

	Directorates
	Budget 2025/26
	Budget changes
	Budget 2026/27

	
	£'000
	£'000
	£'000

	Mayor’s Office
	(1,228)
	1,695
	466

	Mayoral Costs
	(1,228)
	1,695
	466

	Chief Executive
	731
	624
	1,355

	Legal and Governance
	1,668
	680
	2,348

	Infrastructure
	112
	1,175
	1,287

	Operations
	1,592
	1,573
	3,165

	Finance and Resources
	190
	44
	234

	Business Solutions
	11,006
	(7,996)
	3,010

	Inward Investment and Marketing
	1,479
	(103)
	1,375

	Support Services Recharged to Grant Delivery
	-
	(6,342)
	(6,342)

	Directorates Total
	16,778
	(10,345)
	6,432

	Central Expenses
	
	
	

	TVCA Property Overhead Costs
	610
	218
	828

	Interest Payable
	19,518
	6,334
	25,851

	Interest Receivable Treasury Management
	(1,750)
	250
	(1,500)

	Interest Receivable (Lending)
	(12,063)
	(8,615)
	(20,678)

	Contribution to Bad and Doubtful Debt
	-
	6,189
	6,189

	MRP
	6,978
	910
	7,888

	Investment Properties (Net Return)
	(391)
	(59)
	(451)

	Net Lease Wrap Income
	-
	(1,028)
	(1,028)

	Net Central Expense Costs
	12,902
	4,199
	17,099

	Emp NI Grant
	(179)
	-
	(179)

	Devolution Funding
	(15,000)
	-
	(15,000)

	Mayoral capacity
	(1,500)
	-
	(1,500)

	Total Core Funding 
	(16,679)
	-
	(16,679)

	Enterprise Zone Business rates
	(5,999)
	(2,900)
	(8,899)

	Enterprise Zone Business rates Total
	(5,999)
	(2,900)
	(8,899)

	Net Expenditure
	5,775
	(7,351)
	(1,580)

	Contribution from Reserves
	(5,772)
	3,275
	(2,497)

	Contribution To Reserves
	-
	4,077
	4,077

	Net Expenditure after Contribution to/(From) Reserves
	-
	-
	-




Directorates
102. The Directorates net total above include all specific revenue grant streams outside of core funding and have been included against those services that have responsibility for delivery of the grants.  A breakdown of each Directorate budget is attached at Appendix 1.

103. As grant allocations can change significantly from year to year, comparison with the prior year budget can be difficult.  Therefore, in summary the key changes within the net directorate budgets are set out below.

Interest payable
104. The interest payable budget has increased by £6.334m to £25.851m in 2026/27.  As has been reported through the 2025/26 Quarterly budget monitoring reports, the Authority’s costs of borrowing are forecast to increase significantly as the under-borrowed position reverses.  

Interest receivable (Treasury Management)
105. A reduction of £0.250m on the 2025/26 budget to reflect the cash balances available for investment and the forecast reduction in interest rates arising from the Bank of England’s decision to lower the base rate.

Interest receivable (Lending)
106. The interest receivable budget has increased by £8.651m to £20.678m.   Interest receivable over the MTFP period has been calculated using the established loan agreements in place.  With the exception of the ‘purchase loan’ and the ‘Quay’ STDC loan have been consolidated to an agreed position where interest (at the agreed rate within the loan agreement) is charged on a ‘one year plus one day’ arrangement where interest becomes chargeable a year and day following the advance of the loan.  This has resulted in an increase of interest receivable from 2025/26 to 2026/27 following which it remains constant over the MTFP period. 

107. Interest receivable on the Goosepool/airport loans are now being budgeted for whereas no provision was made in 2025/26.  In addition, a corresponding prudent provision for ‘bad and doubtful debt’ has now been budgeted for and the MTFP forecasts are set out in the Treasury Management section below.

Provision for bad and doubtful debts
108. A budget of £6.189m has been created to provide for a provision for bad and doubtful debt which offsets the interest receivable budget now included on the Goosepool/airport loans.

109. The table below sets out a summary of the key changes from the £5.772m deficit (funded by drawdown from reserves) in 2025/26 to the balanced budget position for 2026/27.

Mayoral elections
110. The Combined Authority is required under law to pay for the cost of the Mayoral Elections.  In prior years, no budgetary provision has been included to pay for these costs.  The next election is in May 2028. Therefore, an annual budget of £0.500m has been set aside which will be offset by a transfer of these funds to an earmarked reserve for this purpose.

Contribution to Reserves
111. The contribution to reserves of £4.149m comprises £0.500m proposed transfer to a new Mayoral Election reserve, £1.028m to a ring-fenced lease wrap reserve and the balance represents the residual surplus to be transferred to an earmarked reserve pending the finalisation on of the budget and conclusion of any outstanding matters.

KEY BUDGET MOVEMENTS FROM 2025/26 TO 2026/27

The table below summarises significant budget changes between 2025/26 and the proposed 2026/27 revenue budget.

Table 8: Summary of Budget revisions 2025/26 to 2026/27 (by activity)


	Summary of Budget Revisions
	Budget Revisions

	 
	£'000

	2025/26 Opening Budget
	(5,772) 

	 
	 

	Pay award, Inflation and Indexation
	(782) 

	Interest Receivable
	             1,775 

	Interest Payable
	(6,334) 

	MRP
	(910) 

	Transformation and Improvement (One off)
	(1,519) 

	Removal of IP activity ending 2025/26
	8,613 

	Growth
	(419) 

	Remove duplicate MCF Income budget
	(1,500) 

	Support Services charged to Capital Grant Delivery
	2,026 

	Support Services charged to Revenue Grant Delivery
	 1,894 

	Inter Group Recharge
	   580 

	EZ Income
	 2,900 

	Net Lease Wrap Income
	 1,028 

	Draw Down from AEB Reserve
	2,497 

	Net Surplus
	             4,077



2025/26 QUARTER 2 REVENUE FORECAST

112. The most recently published revenue outturn forecast at Quarter 2 indicates a net overspend of £0.955m compared with the Cabinet approved annual budget. As reported to Cabinet in December 2025, this is predominantly due to in-year, one-off ‘Transformation’ costs (including agency staff and external services), historic audit fees, and a recurrent—potentially structural—budget issue relating to premises costs and loan interest. These recurrent issues have been addressed as part of the 2026/27 budget build.

Table 9: Q2 TVCA 2025/26 outturn forecast

	 
	2025/26 Current Budget
	2025/26 Forecast
	Underspend / (Overspend)

	 
	£'000
	£'000
	£'000

	Employee
	5,627
	6,285
	(658)

	Premises
	562
	635
	(73)

	Supplies and Services
	150
	1,310
	(1,160)

	Income
	(18,426)
	(19,362)
	936

	 
	(12,087)
	(11,132)
	(955)



113. Where non-recurrent costs have been identified as continuing to have an impact in specific future years, the budgets for those years have been constructed to reflect this.  Recurrent underlying base budget issues that have been identified during 2025/26 have been addressed in all years of the MTFP.


INVESTMENT PLAN

114. The TVCA Constitution states that to meet its responsibilities, the Combined Authority holds capital and revenue derived mainly from resources devolved from central government, and from the returns from past investments. Under the principles of devolution, allocation of these resources should be made through transparent and democratically accountable decision-making, in the best interests of the long-term economic and social benefit of the people of the Tees Valley region.

115. It further goes on to state that proposals for allocation of resources available to the Combined Authority shall be set out in an Investment Plan, to be adopted annually and amended as necessary through unanimous agreement by the Cabinet. The Investment Plan shall include:


i. Estimates of the total resources available to the Combined Authority, on a medium-term basis;
ii. Identification of funding priorities;
iii. Existing commitments of funding to programmes and projects;
iv. Assessment of assets, liabilities, receipts and borrowing;
v. Assessment of co-funding from other parties for Combined Authority programmes and projects.

116. A refresh of the Investment Plan was last presented to Cabinet for approval on 28 March 2025 and a summary of the amendments to the Investment Plan is summarised in the table below.

Table 10: Investment Plan amendments (approved by Cabinet March 2025)

	Project
	Business Growth
	Transport
	EES
	Place
	Total

	 
	£’000
	£'000
	£’000
	£’000
	£’000

	UKSPF Additional capital - Allocation for infrastructure project at TIA
	6,500
	-
	-
	-
	6,500

	Borrowing for’ hanger project 
	6,020
	-
	-
	-
	6,020

	UKSPF Additional Allocation
	2,066
	-
	2,966
	3,766
	8,798

	Adult Skills Fund 
	-
	-
	(4,116)
	-
	(4,116)

	Connect to work 
	-
	-
	10,400
	-
	10,400

	Investment Zone 
	80,000
	-
	-
	-
	80,000

	Youth Trailblazer
	-
	-
	5,000
	-
	5,000

	Intra City Transport 
	-
	3,500
	-
	-
	3,500



117. The Investment Plan table above has been further analysed to provide a breakdown of both Capital and Revenue funding disaggregated across financial Years. 

Table 11: Investment Plan amendments (approved by Cabinet March 2025)

	Project Capital
	2024/25
	2025/26
	2026/27
	2027/28
	2028/29

	 
	£’000
	£’000
	£’000
	£’000
	£’000

	UKSPF Additional capital - Allocation for infrastructure project at TIA
	
	6,500
	
	
	

	Borrowing for’ hanger project 
	
	6,020
	
	
	

	Investment Zone 
	-
	18,470
	19,470
	4,470
	4,470

	Intra City Transport 
	 
	3,500
	
	
	

	
	
	
	
	
	

	Project Revenue
	2024/25

	2025/26
	2026/27
	2027/28
	2028/29

	 
	£’000
	£’000
	£’000
	£’000
	£’000

	UKSPF Additional Allocation
	
	8,798
	
	
	

	Adult Skills Fund 
	
	(1,029)
	(1,029)
	(1,029)
	(1,029)

	Connect to work 
	
	5,200
	5,200
	
	

	Investment Zone 
	620
	8,490
	8,220
	8,420
	7,370

	Youth Trailblazer
	
	5,000
	
	
	





TREASURY MANAGEMENT

118. TVCA undertakes borrowing to fund long term capital expenditure and capital investment activity in the region. All borrowing, and any subsequent lending, is associated with TVCA’s regeneration and investment strategy in the region and is not undertaken primarily for commercial return.

119. The extent to which TVCA invests in capital activity in excess of the capital grant funding directly available is termed the Capital Financing Requirement CFR which represents the underlying need to borrow.  As the Authority has cash and other balance sheet resources available during the year, these can be used as “internal borrowing” negating the need to undertake external borrowing and therefore actual borrowing is often lower than the borrowing requirement (CFR).   As highlighted above, the CFR also reduces as Minimum Revenue Provision is provided in the Authority’s revenue budgets. The table below summarises the anticipated CFR for TVCA over the MTFP period and compares this with actual and forecast borrowing to determine the projected under-borrowed position.


Table 12: TVCA MTFS Capital Financing Requirement v external borrowing forecasts

	 
	2026/27
	2027/28
	2028/29

	 
	£'000
	£'000
	£'000

	Opening CFR (capital to be funded by borrowing)
	620,616
	616,357
	612,385

	Existing Loans (as at 31-12-2025)
	(354,764)
	(344,978)
	(338,978)

	Forecast new borrowing to take place in Q4 2025/26
	(100,000)
	(100,000)
	(100,000)

	Forecast new borrowing to take place in 2026/27
	(100,000)
	(100,000)
	(100,000)

	Under Borrowed Position 
	65,852
	71,379
	73,407

	 
	
	
	

	Increase In the Under Borrowed Position
	65,852
	5,527
	2,028



Revenue costs to service TVCA Debt
120. The table below sets out the estimated additional capital financing cost if the under-borrowed balance required further borrowing, assuming this would be undertaken on a 5% maturity basis.

121. TVCA predominantly accesses borrowing through the PWLB, but it also has one loan with the UK Infrastructure Bank. The estimated capital financing costs associated with these loans are summarised in the table below.

Table 13 Summary of Forecast Borrowing Costs

	Capital Financing Requirement
	2026/27
	2027/28
	2028/29

	Existing Borrowing
	£15,670
	£13,127
	£12,738

	Forecast Borrowing
	£6,960
	£9,360
	£9,360

	 
	£22,630
	£22,487
	£22,098

	Estimated borrowing to finance under-borrowed position (5% Maturity)
	£3,293
	£3,569
	£3,670

	 
	£25,923
	£26,056
	£25,768



122. TVCA has provided loans to local authorities within the Tees Valley, to the South Tees Development Corporation, and to commercial entities (including Teesside International Airport), all of which generate interest receivable for TVCA. The table below summarises the current loans and the forecast interest receivable associated with each.

Table 14: MTFS On-lending Forecasts

	
	Opening Balance (Loan Outstanding) April 2026
	Interest Forecast 2026/27
	Interest Forecast 2027/28
	Interest Forecast 2028/29
	Interest Forecast 2029/30

	
	£'000
	£'000
	£'000
	£'000
	£'000

	Loans to STDC
	391,656
	14,251
	14,780
	15,227
	15,832

	Loans to Airport
	157,896
	6,189
	6,475
	6,734
	7,048

	Loans to Outside Bodies
	12,251
	238
	190
	144
	144


	Total
	
	20,678
	21,445
	22,105
	23,024



123. A more detailed breakdown of the loans and the anticipated repayment schedule is provided in Appendix 3.  As can be seen from the table above, no further loan advances are currently forecast to be advanced in 2026/27.

124. TVCA Cabinet has approved a loan facility to STDC of £350m.  At the end of 2025/26, the total drawdown is estimated to be c£260m.  This leaves £90m available to be drawn down.  STDC is currently working on its capital programme for the new MTFS period.  However, following the one-year plus one-day interest due holiday, interest on any further borrowing in 2026/27 would not be due until 2028/29.

125. TVCA Cabinet has also approved a £75m facility for the other two development corporations but the draft budget currently assumes that this facility will not be utilised in 2026/27.

126. The draft budget currently assumes no further loans to be advanced to Goosepool or TIAL.  A doubtful debt provision for the full amount of interest receivable in the 2026/27 budget and MTFS has been made adopting a prudent approach to budgeting. 

127. TVCA has also budgeted £1.5m of income from short-term investments of temporary surplus balances placed on the money markets. The current Treasury Management approach aims for a minimum of £30m to be held as accessible, ready funds to ensure organisational liquidity. At times, depending on the timing of grant receipts, the cash balance held may be significantly higher than this minimum level and the timing of grant receipts can have a significant impact on the cash balances held by TVCA, which in turn generate interest through short-term investment in the money markets.

128. The income target for short-term investments is based on an average interest rate of 5% and an average available investment balance of £30m.  


CURRENT CAPITAL PROGRAMME 2026/27-2028/29

129. TVCA has a significant Capital Programme funded almost entirely by grants, most notably within transport e, which successfully secured a £978m grant in the summer of 2025. It is of note that following confirmation and further grant details it has now been confirmed that £62m of this grant relates to revenue with £916m for capital expenditure. Cabinet will be updated of this correction at Q3 and the tables that follow account for this correction.

130. The Inward Investment and Marketing element of the Capital Programme, although not grant funded, is lent to STDC on a commercial basis. It is anticipated that the interest charged on these loans will, at a minimum, cover the interest costs TVCA would have incurred had the equivalent amount needed to be borrowed externally.

131. While capital activity is treated separately from revenue activity, the Capital Programme does have revenue implications, most notably within Treasury Management. As noted above, non-grant funded elements of the Capital Programme may incur interest charges if external borrowing is required.

132. The value and timing of capital grant receipts also have a significant impact on the interest receivable budgets within the revenue account. Careful cashflow monitoring must be maintained to ensure that no capital borrowing is undertaken before it is necessary or strategically advantageous for TVCA.

133. As highlighted elsewhere in this report, the Combined Authority is required to develop a Capital Strategy which sets out the Authority’s strategic priorities for capital investment.  This strategy is currently being developed together with the Investment Plan and will be presented as part of the final budget.

134. The Combined Authority draft budget proposals are, therefore, currently based on the latest Capital Programme at Quarter 2 together with any known additional capital grant funding allocated in the Provisional Local Government Settlement announced on 19 December 2025.

Table 15: Latest Capital Programme Forecasts to 2028/29

	 
	2026/27
	2027/28
	2028/29

	 
	£'000
	£'000
	£'000

	Business Solutions
	19,308
	15,369
	-

	Inward Investment and Marketing
	6,327
	-
	-

	Transport
	151,079
	230,000
	810,000

	 
	176,714
	245,369
	810,000



135. The table above reflects the Capital programme over the period of the MTFP by directorate. This is further detailed by Capital project below.
 
Capital Projects 2026/27

Table 16 TVCA Capital Projects 2026/27

	Capital Projects
	2026/27 £'000

	Business Solutions Capital Projects
	 

	SHDF (Social Housing Decarbonisation Fund) Wave 3
	15,808

	Place Based Investment Fund- Billingham
	1,500

	Place Based Investment Fund- Darlington
	2,000

	Business Solutions Total
	19,308

	Inward Marketing and Investment Capital Projects
	

	STDC Investment
	6,327

	Inward Marketing and Investment Total
	6,327

	Transport Capital Projects
	

	Access to Opportunity
	1,750

	Active Travel
	30,695

	Bus
	26,849

	Decarbonisation
	925

	Digital
	3,812

	Local Highways
	16,578

	Place Based Transport Investment
	14,750

	Rail Improvements
	55,720

	Transport Total
	151,079


	Total Capital Projects
	176,714

	Funded by-
	 

	Business Solutions Capital Projects
	 

	DESNZ Warm Homes Social Housing Fund Grant
	(15,808)

	Business Solutions Total
	(15,808) 

	Transport Capital Projects
	 

	Department for Transport CRSTS Grant
	(62,426) 

	Department for Transport TCR Grant
	(7,374) 

	Capital Reserves
	(91,106) 

	Transport Total
	(160,906) 

	Total Capital Funding
	(176,714) 



136. Business Solutions Capital Projects
· £15.808m of Warm Home Social Housing Fund grant was successfully awarded for 2026, continuing the work of previous waves to improve social housing in the area.

· £3.5m has been budgeted for investment in Billingham and Darlington.

137. Inward Investment Capital Projects
· £6.327m was approved within the Investment plan for 2026/27 for works relating to the regeneration of STDC.

138. Transport Capital Projects
· £151.078m of Transport projects were approved within the Investment Plan for 2026/27.
· The current funding stream CRSTS (City Region Sustainable Transport Settlement) is due to finish in 2026/27 and will be superseded by TCR (Transport for City Regions) which will commence in 2026/27.



RESERVES

139. TVCA maintains a General Fund reserve which acts as a general contingency against unforeseen or unplanned expenditure.  For 2025/26 the General Fund balance currently stands at £1.058m.   Along with the final budget, the Treasury Management Strategy will be presented to Cabinet in March for approval which will also include a Reserves Policy for the first time.  This will set out the Authority’s proposed strategic approach to the maintenance of revenue reserves.  It is likely that the S73 Officer will recommend that the current level is increased.

140. Following local authority accounting rules, the Combined Authority also maintains earmarked reserves which are revenue reserves set aside for specific purposes which may include providing an additional reserve to manage strategic risks identified.

141. TVCA earmarked reserves are contributed to by the transfer of unspent revenue grants, where the specific grant terms and conditions permit unspent grant to be rolled forward to fund future years’ expenditure.  Earmarked grant reserves tend to be ringfenced for specific activities in line with the relevant funding agreements.

142. In addition to this, TVCA holds non-ringfenced, earmarked reserves which have been created through underspends on prior year budgets and/or grant funds available to be spent as directed by the TVCA Cabinet.

143. The draft Combined Authority budget proposed in this report includes a drawdown of £2.497m to fund the associated Adult Education expenditure budget.  In the draft revenue budget proposals, there also includes a final transfer to earmarked reserves of £4.149m.  Of this, £0.5m relates to the transfer of the new budgetary provision for Mayoral elections for which a new earmarked reserve is proposed to be created.  The balance of £3.794m represents £1.028m of the lease wrap net income and £2.621m relating to unallocated revenue income which may be allocated in the final budget proposals. 

144. The table below summarises the forecast Reserve position as at 1 April 2026, with Appendix 4 providing a fuller breakdown alongside planned use and contributions over the MTFP period.

Table 17 – Revenue Reserves Summary 2026/27

	Revenue Reserve Description 
	Balance as at 01/04/2026
	Forecast (Use)/ Contribution
	Balance as at 31/3/2027

	 
	£'000
	£'000
	£'000

	General Fund
	1,058
	-
	1,058

	General Fund Total
	1,058
	-
	1,058

	Earmarked Grant Reserves - Ringfenced 
	13,608
	(2,497)
	11,111

	Earmarked Grant Reserves - Ringfenced Total
	13,608
	(2,497)
	11,111

	Earmarked reserves – non-ringfenced 
	
	
	

	CRSTS (2022/23 - forward)
	4,951
	-
	4,951

	ICTS DfT (2021/22)
	3,232
	-
	3,232

	Lease wrap reserve  
	3,396
	1,028
	4,424

	Mayoral Election Costs Reserve
	-
	500
	500

	Business Rate Growth
	2,855
	-
	2,855

	Devolution – Unallocated
	9,050
	-
	9,050

	Operating Surplus Reserve
	190
	2,549
	2,739

	Earmarked reserves – non-ringfenced Total
	23,674
	4,077
	27,751

	 Total Revenue Reserves 
	38,340
	1,580
	39,920




DEVELOPMENT CORPORATIONS

145. The TVCA group includes three Development Corporations: South Tees Development Corporation (STDC), Hartlepool Development Corporation (HDC) and Middlesbrough Development Corporation (MDC).

146. All three Development Corporations are currently in the process of developing their budgets for the forthcoming financial year and amounts included within the TVCA draft budget in respect of those entities e.g. interest receivable have been fed into those budget processes.

147. There is no further financial support proposed for STDC in 2026/27 at this stage.

148. HDC and MDC do not have independent income streams. It is not anticipated that MDC will require financial support. However further work is underway in relation to HDC and the provision of financial support to balance the HDC 2026/27 budget is a consideration that will be discussed further with Cabinet ahead of the final budget report in March.

149. As these are Mayoral Development Corporations, there is no legal obligation for the Combined Authority to provide financial support.  The provision of any financial support to a Mayoral Development Corporation would be a Cabinet decision.


KEY FINANCIAL RISKS

150. As reported through the quarterly monitoring reports, the Authority is exposed to several key financial risks in the current and future financial years.  These are being identified and quantified through the finance improvement plan work with senior officers reviewing and implementing mitigating actions to manage these risks.  Key risks identified to-date: 

· Enterprise Zone Business Rates income
Valuation Office Agency formal ratings value and deemed operational date of entities liable to pay business rates yet to be confirmed.  Estimates of business rates income within the MTFS may prove to be under or over-estimated. 

· Capital Financing Requirement – reduction in under-borrowed position 
The Authority has provided loans to group entities and other parties forecast to be £538m by the end of 2025/26.  Whilst interest payments are being accrued by the borrower, cash payments are not necessarily being made whilst TVCA must still pay the interest costs to PWLB or other lender as appropriate.   Assuming interest payments are made, this represents a cashflow timing position but nonetheless does impact on cash available to TVCA.

However, in the case of the loans to Goosepool/TIAL, as the related loan is not forecast to be paid in the foreseeable future, this means that the cost of this borrowing is being met by TVCA and this is not just a cashflow timing issue.

Interest rate risk
· As a result of the reduced cash position, and as reported through the quarterly monitoring, there is a need to undertake c£140m of borrowing by the end of 2025/26 as well as potentially an additional £100m of borrowing in 2026/27.  This exposes the Authority to interest rate risk as well as placing increased pressure on the revenue budgets creating an affordability risk.  The Treasury Management section above sets out the residual under-borrowed position, assuming the borrowing above is undertaken. 

To be prudent, the draft budget proposed for 2026/27 factors in the cost of borrowing additional funds up to the capital financing requirement and this is predicated on a projected interest rate of 5%.  Whilst, PWLB rates are linked to gilt yields, it is likely that PWLB rates may continue to decrease following the recent decision by the Bank of England to reduce the base rate. This could give rise to some upside in terms of the actual cost of borrowing versus the budget provision for interest payable. 

· Borrowing will only be undertaken if the cash flow requirements of TVCA require this or the TVCA professional Treasury Advisors Arling Close indicate that the current available interest rate is favourable. 

Refinancing risk
· While this falls outside the current MTFP window, the borrowing strategy indicates that £240m of principal relating to maturity loans will be repayable between Quarter 3 of 2031/32 and Quarter 2 of 2032/33. As these loans were entered into on a maturity basis, TVCA will either need to utilise £240m of available balances to repay the debt or refinance the loans. Refinancing increases the risk borne by TVCA should the interest rates available at that time exceed the current rate on the maturity loans (5%).

· Minimum Revenue Provision (MRP) 
Under the Authority’s approved Minimum Revenue Policy, provision for MRP is not required in respect of on-lending where principal repayments are being made.  Currently MRP is not being provided for in respect of on-lending to STDC and the Goosepool/airport loans.  This matter is subject to discussion with the Authority’s external auditors.  This could result in a requirement to provide MRP which is not currently provided for in the 2026/27 budget or over the MTFP period. 

· Public/private arrangements 
TVCA entered into a lease wrap arrangement with a pension fund and commercial entity whereby TVCA pays a head lease payment to the pension fund on the land and in turn receives a sub-lease rental income stream from the commercial entity.  Any default by the commercial entity would expose the Authority to the risk of making the annual payments to the Pension Fund.   The value of this is risk is c£4.6m. 
 
· Interest receivable 
The 2025/26 budget includes £12.063m of interest receivable due to the Authority from its Investment Plan on-lending.  There remains an ongoing general risk to the interest payments being serviced by those entities but the situation is being closely monitored by senior officers.  A specific risk in relation to one of the loans and the rate of interest to be charged has emerged which could have a £0.636m negative impact on the revenue budgets.  Work is underway to clarify. 

· Group financial position 
Both HDC and MDC have no independent grant income funding streams and have to-date relied on the £10m grant funding made available to them by TVCA.  There are emerging financial pressures which are subject to comprehensive management mitigating action plans but there is the risk that the Authority may be exposed to further requests for funding, this year and next, to cover core costs to ensure the ongoing financial sustainability of the development corporations. 

· Statement of Accounts restatement  
Cabinet will be aware that both the 2023/24 and 2024/25 statutory accounts remain unsigned due to the external auditor’s consideration that the draft published accounts may contain material errors.   A comprehensive review and restatement of these accounts will be concluded in the next few weeks but there is a risk that matters arising from the conclusion of this review that may have an impact on the financial position of the Authority.


Partnership & Engagement

151. A draft version of this report has been discussed with the constituent local authority statutory officers on the 14 January and Informal Cabinet on the 16 January 2026.


Cabinet is requested to consider the following identified implications:

Financial Implications

152. The financial implications are addressed in the body of the report. 

Legal Implications

153. The Combined Authority is required to agree a balanced budget annually and to monitor that budget throughout the year. In addition, there is a fiduciary duty not to waste public resources, to secure value for money and ensure that good financial governance arrangements are in place. Further, Section 25 of the Local Government Act 2003 places requirements on the Chief Finance Officer (in TVCA’s case, the S.73 Officer) to comment within this report on the robustness and adequacy of the reserves.

Equality & Diversity Implications

154. The draft budget itself does not directly impact on groups of people with protected characteristics.  However, TVCA considers the potential impact on groups of people with protected characteristics in the development of policy, programmes and projects. Any policy, programmes and projects developed in 2026/27 will be subject to Equality Impact Assessments during the development phase.  

Other Significant Implications

155. Risk 		X 	Assurance Framework Procurement 				Improvement 		Environment 					HR & IT 


156. The key financial risks are detailed in the body of the report. 

Appendix 1 - TVCA MTFP 2026/27 to 2029/30-by Directorate

	Budget 2025/26
	MAYOR
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	263
	Employees
	452
	464
	476
	489

	-
	Premises
	-
	-
	-
	-

	9
	Transport
	13
	13
	13
	13

	-
	Supplies and Services
	1
	1
	1
	1

	-
	Corporate Support Recharges
	20
	21
	21
	21

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	272
	Total Expenditure
	486
	499
	511
	524

	-
	Charges
	-
	-
	-
	-

	(1,500)
	Grant
	-
	-
	-
	-

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	-
	-
	-
	-

	-
	Contributions Summary
	-
	-
	-
	-

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	(1,500)
	Total Income
	-
	-
	-
	-

	(1,228)
	Net Expenditure (Income)
	486
	499
	511
	524

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	(1,228)
	Net Expenditure after Contribution to/(From) Reserves
	486
	499
	511
	524




	
	
	
	
	
	

	Budget 2025/26
	Chief Executive
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	1,439
	Employees
	1,350
	1,386
	1,422
	1,460

	-
	Premises
	-
	-
	-
	-

	3
	Transport
	5
	5
	5
	5

	(711)
	Supplies and Services
	1
	1
	1
	1

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	731
	Total Expenditure
	1,355
	1,391
	1,427
	1,465

	-
	Charges
	-
	-
	-
	-

	-
	Grant
	-
	-
	-
	-

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	(1,261)
	(1,299)
	(1,325)
	(1,351)

	-
	Contributions Summary
	-
	-
	-
	-

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	-
	Total Income
	(1,261)
	(1,299)
	(1,325)
	(1,351)

	731
	Net Expenditure (Income)
	94
	92
	103
	114

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	731
	Net Expenditure after Contribution to/(From) Reserves
	94
	92
	103
	114




	
	
	
	
	
	

	Budget 2025/26
	Legal and Governance
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	1,665
	Employees
	2,345
	1,992
	2,040
	2,090

	-
	Premises
	-
	-
	-
	-

	-
	Transport
	-
	-
	-
	-

	3
	Supplies and Services
	303
	303
	303
	303

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	1,668
	Total Expenditure
	2,648
	2,295
	2,343
	2,393

	-
	Charges
	-
	-
	-
	-

	-
	Grant
	-
	-
	-
	-

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	(2,773)
	(2,420)
	(2,469)
	(2,518)

	-
	Contributions Summary
	(300)
	(300)
	(300)
	(300)

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	-
	Total Income
	(3,073)
	(2,720)
	(2,769)
	(2,818)

	1,668
	Net Expenditure (Income)
	(425)
	(425)
	(425)
	(425)

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	1,668
	Net Expenditure after Contribution to/(From) Reserves
	(425)
	(425)
	(425)
	(425)




	
	
	
	
	
	

	Budget 2025/26
	Infrastructure
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	3,627
	Employees
	3,606
	3,689
	3,775
	3,863

	-
	Premises
	-
	-
	-
	-

	7
	Transport
	8
	8
	8
	8

	26,428
	Supplies and Services
	32,065
	32,065
	32,065
	32,065

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	30,062
	Total Expenditure
	35,679
	35,762
	35,848
	35,936

	-
	Charges
	-
	-
	-
	-

	(17,164)
	Grant
	(20,335)
	(20,335)
	(20,335)
	(20,335)

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	(209)
	(238)
	(259)
	(279)

	(12,786)
	Contributions Summary
	(15,136)
	(15,189)
	(15,255)
	(15,322)

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	(29,950)
	Total Income
	(35,679)
	(35,762)
	(35,848)
	(35,936)

	112
	Net Expenditure (Income)
	-
	-
	-
	-

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	112
	Net Expenditure after Contribution to/(From) Reserves
	-
	-
	-
	-




	
	
	
	
	
	

	Budget 2025/26
	Operations
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	1,872
	Employees
	1,986
	2,033
	2,081
	2,130

	-
	Premises
	-
	-
	-
	-

	4
	Transport
	6
	6
	6
	6

	(284)
	Supplies and Services
	1,273
	559
	574
	589

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	1,592
	Total Expenditure
	3,265
	2,598
	2,661
	2,725

	-
	Charges
	(100)
	(100)
	(100)
	(100)

	-
	Grant
	-
	-
	-
	-

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	(3,165)
	(2,498)
	(2,561)
	(2,625)

	-
	Contributions Summary
	-
	-
	-
	-

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	-
	Total Income
	(3,265)
	(2,598)
	(2,661)
	(2,725)

	1,592
	Net Expenditure (Income)
	-
	-
	-
	-

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	1,592
	Net Expenditure after Contribution to/(From) Reserves
	-
	-
	-
	-




	
	
	
	
	
	

	Budget 2025/26
	Finance and Resources
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	773
	Employees
	1,343
	996
	1,019
	1,042

	-
	Premises
	-
	-
	-
	-

	1
	Transport
	1
	1
	1
	1

	1,297
	Supplies and Services
	850
	863
	873
	884

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	2,070
	Total Expenditure
	2,193
	1,859
	1,892
	1,926

	(100)
	Charges
	-
	-
	-
	-

	-
	Grant
	-
	-
	-
	-

	(1,129)
	Recharges
	(1,709)
	(1,709)
	(1,709)
	(1,709)

	-
	Contributions CSR
	2,345
	2,416
	2,465
	2,515

	(651)
	Contributions Summary
	(250)
	(250)
	(250)
	(250)

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	(1,880)
	Total Income
	386
	153
	196
	239

	190
	Net Expenditure (Income)
	2,579
	2,013
	2,088
	2,165

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	190
	Net Expenditure after Contribution to/(From) Reserves
	2,285
	2,013
	2,088
	2,165




	
	
	
	
	
	

	Budget 2025/26
	Business Solutions
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	3,028
	Employees
	3,057
	3,128
	3,201
	3,276

	-
	Premises
	-
	-
	-
	-

	22
	Transport
	22
	22
	22
	22

	93,622
	Supplies and Services
	60,044
	60,044
	60,045
	60,046

	172
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	96,844
	Total Expenditure
	63,123
	63,194
	63,268
	63,344

	-
	Charges
	-
	-
	-
	-

	(84,110)
	Grant
	(61,289)
	(61,289)
	(61,289)
	(61,289)

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	2,982
	2,985
	2,986
	2,988

	(1,727)
	Contributions Summary
	(2,319)
	(2,393)
	(2,468)
	(2,545)

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	(85,838)
	Total Income
	(60,626)
	(60,698)
	(60,771)
	(60,847)

	11,006
	Net Expenditure (Income)
	2,497
	2,496
	2,497
	2,497

	-
	Contribution from Reserves
	(2,497)
	(2,497)
	(2,497)
	(2,497)

	-
	Contribution To Reserves
	-
	-
	-
	-

	11,006
	Net Expenditure after Contribution to/(From) Reserves
	-
	-
	-
	-




	
	
	
	
	
	

	Budget 2025/26
	Inward Investment and Marketing
	Budget 2026/27
	Budget 2027/28
	Budget 2028/29
	Budget 2029/30

	£'000
	Type of Expenditure / Income 
	£'000
	£'000
	£'000
	£'000

	848
	Employees
	740
	756
	773
	790

	-
	Premises
	-
	-
	-
	-

	-
	Transport
	1
	1
	1
	1

	631
	Supplies and Services
	635
	637
	639
	640

	-
	Third Party Payments
	-
	-
	-
	-

	-
	Corporate Support Recharges
	-
	-
	-
	-

	-
	Central Costs
	-
	-
	-
	-

	1,479
	Total Expenditure
	1,375
	1,393
	1,412
	1,431

	-
	Charges
	-
	-
	-
	-

	-
	Grant
	-
	-
	-
	-

	-
	Recharges
	-
	-
	-
	-

	-
	Contributions CSR
	(722)
	(744)
	(758)
	(774)

	-
	Contributions Summary
	-
	-
	-
	-

	-
	Bank Interest
	-
	-
	-
	-

	-
	Interest From Investments
	-
	-
	-
	-

	-
	Rents
	-
	-
	-
	-

	-
	Total Income
	(722)
	(744)
	(758)
	(774)

	1,479
	Net Expenditure (Income)
	653
	650
	653
	657

	-
	Contribution from Reserves
	-
	-
	-
	-

	-
	Contribution To Reserves
	-
	-
	-
	-

	1,479
	Net Expenditure after Contribution to/(From) Reserves
	653
	650
	653
	657






























Appendix 2 – proposed TVCA Budget 2026/27 consultation plan

Approval by the Cabinet to consult on the budget proposals shall not be taken to predetermine their final approval, or the position of the Mayor or individual Cabinet members, with or without amendments, following consultation. As per the Tees Valley Combined Authority Constitution, Consultation shall take place on the draft Budget for such a period, and with such consultees as the Cabinet shall determine. Consultees shall include the Business Board, the Overview and Scrutiny Committee, representatives of the business community, higher and further education institutions, trade unions, and the Constituent Authorities.
 
Subject to the agreement of Cabinet the draft Budget will be published for public consultation during the period 2nd February to 3rd March. During this period, the draft Budget will be subject to scrutiny through the Combined Authority Overview and Scrutiny Committee and will also be considered at the respective meetings of the Tees Valley Directors of Finance and Resources, Tees Valley Management Group and Local Authority Chief Executives. 
 
An initial workshop with Cabinet on the draft Budget was held on 7 November 2025, with further Cabinet engagement taking place on 16 January 2026. There will be further engagement with Cabinet in advance of the final budget being presented on the 20 March 2025. 
 
When the consultation period opens, the public will be informed of their ability to provide feedback via a dedicated webpage on the TVCA website and written feedback to the office address. This will be publicised via social media posts running throughout the period, and on the Consultation page on the TVCA website.
 
The comments received regarding the draft Budget will be considered and, where applicable, reflected in a revised Budget proposal from the Mayor due to be presented at Cabinet in March 2026.




Appendix 3 TVCA - Lending Interest Receivable Schedule

	 
	Opening Balance (Loan Outstanding) April 2026
	Interest Forecast 2026/27
	Interest Forecast 2027/28
	Interest Forecast 2028/29
	Interest Forecast 2029/30

	 
	£'000
	£'000
	£'000
	£'000
	£'000

	 
	 
	 
	 
	 
	 

	STDC Purchase CPO Land
	51,526
	1,803
	1,872
	1,927
	1,999

	STDC Remediation 22/23
	85,925
	3,438
	3,585
	3,706
	3,860

	STDC Remediation 23/24
	77,030
	3,597
	3,776
	3,931
	4,125

	STDC Heavy Lift
	7,115
	329
	346
	360
	407

	STDC NZT 24/25
	12,341
	586
	616
	642
	674

	STDC Remediation 24/25
	49,496
	2,351
	2,469
	2,573
	2,702

	STDC Quay
	108,222
	2,146
	2,117
	2,088
	2,057

	TeesAMP-Loan
	2,138
	30
	25
	20
	16

	Feethams - Loan
	3,230
	-
	-
	-
	-

	Liberty – Loan
	2,470
	117
	47
	-
	-

	Waste Loan 1
	2,259
	26
	26
	26
	27

	Waste Loan 2
	531
	14
	14
	15
	15

	Waste Loan 3
	659
	31
	33
	34
	36

	Waste Loan 4
	96
	5
	27
	30
	33

	Waste Loan 5
	385
	16
	17
	18
	19

	Goosepool TIAL Purchase
	57,724
	3,008
	3,171
	3,323
	3,503

	Airport TIAL Opex & Capex 
	72,956
	1,763
	1,809
	1,845
	1,894

	Airport Southside 
	27,216
	1,418
	1,495
	1,567
	1,651

	 
	 
	20,678
	21,445
	22,105
	23,024







Appendix 4 Revenue Reserves Summary 2026/27

	Revenue Reserve Description 
	Balance as at 01/04/2026
	Forecast (Use)/ Contribution
	Balance as at 31/3/2027

	 
	£'000
	£'000
	£'000

	General Fund
	1,058
	-
	1,058

	General Fund Total
	1,058
	-
	1,058

	Earmarked reserves – non-ringfenced 
	
	
	

	 Adult Education Budget
	5,659
	(2,497)
	3,162

	 Kickstart
	238
	-
	238

	 Concessionary Fares - Ring fenced 
	470
	-
	470

	 DECC City Deal CCS Project
	51
	-
	51

	 Low Carbon Action Plan
	41
	-
	41

	 One Public Estate
	54
	-
	54

	 SSI Apprentices
	453
	-
	453

	 SSI Flexible Fund
	1,507
	-
	1,507

	 SSI Jobs Investment Scheme
	231
	-
	231

	 SSI Business Start Up
	30
	-
	30

	 SSI Devolved Pot
	1,334
	-
	1,334

	 Beis Net Zero Hub (Rev)
	1,614
	-
	1,614

	Levi Capability Fund (Rev)
	555
	-
	555

	 Consolidated Active Travel Fund
	1,371
	-
	1,371

	Earmarked Grant Reserves - Ringfenced Total
	13,608
	(2,497)
	11,111

	 ICTS DfT (2021/22)
	3,232
	-
	3,232

	 CRSTS (2022/23 - forward)
	4,951
	-
	4,951

	 Seah Lease - Ring fenced Reserve
	3,396
	1,028
	4,424

	 Mayoral Election Costs Reserve
	-
	500
	500

	 Business Rate Growth
	2,856
	-
	2,856

	 Devolution - Unallocated
	9,050
	-
	9,050

	Operating Surplus Reserve
	190
	2,549
	2,739

	Earmarked reserves – non-ringfenced Total
	23,674
	4,077
	27,751

	 Total Revenue Reserves 
	38,340
	1,580
	39,920
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