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1. PURPOSE OF REPORT 
 
 This report provides the Members of the Transport Committee with details of  

Merseytravel’s financial performance for the period through to 31 July 2021.   
 
 
2. RECOMMENDATIONS 
 
 It is recommended that the Transport Committee: 
 

(a) note the contents of this report. 
 
 
3. BACKGROUND 
 
3.1 A budget of £121.766m was approved by Merseytravel on 10 March 2021 with a 

grant provided from the Combined Authority of £93.114m for the operation of 
Transport services and a grant of £23.088m to cover the operational costs 
associated with the Mersey Tunnels. In addition, a grant of £2.926m was provided 
from Combined Authority Rail specific reserves to support the Rolling Stock project 
team costs. To balance the overall revenue budget, a contribution of £2.639m was 
made from reserves.  

 
3.2 A subsequent increase to the budget of £485k was approved through a report to 

Merseytravel to support the Developing our Organisation programme which was to 
be funded through application of reserves. 

 
 Revenue Performance 
 
3.3 The table below details revenue expenditure for Merseytravel to 31 July 2021. A 

detailed breakdown of revenue expenditure by service area is included at 
Appendix One. 

  



Table 1 Revenue Expenditure to 31 July 2021 
 

Service Area Annual 
Budget  
£’000 

Phased 
Budget  
£’000 

Spend to 
Date 
£’000 

Variance 
 

£’000 

Bus 19,554 5,317 5,012 305 

Rail 6,744 2,031 2,222 (191) 

Rolling Stock 2,926 813 82 731 

Concessionary Travel 48,487 14,902 13,534 1,368 

Ferries 1,911 655 305 350 

Mersey Tunnels 16,213 4,088 3,876 212 

Customer Delivery 4,748 1,688 1,490 198 

IT 4,478 2,034 1,966 68 

Policy & LTP 346 115 103 12 

People Development 1,668 314 280 34 

Asset Management 10,133 3,066 3,012 54 

Finance 1,260 358 348 10 

Legal, Democratic & 
Procurement 

1,208 408 320 88 

Internal Audit 583 124 129 (5) 

Programme Management 
Office 

639 213 197 15 

Corporate Costs 748 260 92 168 

Corporate Management 822 299 264 35 

Total Expenditure 122,466 36,685 33,232 3,453 

Funded By     

Merseytravel Grant (93,328) (23,279) (23,279) 0 

Mersey Tunnels Grant (23,088) (5,722) (5,722) 0 

CA Reserves (2,926) (732) (732)) 0 

Merseytravel Reserves (3,124) (821) (821) 0 

Total Income (122,466) (30,554) (30,554) 0 

Net Budget Requirement 0 6,131 2,678 3,453 

 
3.4 The main variances are detailed below: 
 

 Bus – income from supported bus services higher than forecast as a result 
of recovery in patronage being better than anticipated at the time of 
budget setting. Higher payments to operators has been offset by additional 
grant income from the DfT. 
 

 Rail – additional consultancy work incurred as a result of work undertaken 
in relation to obligations under Operator of Last Resort. Approval for this 
expenditure has been approved by Merseytravel and will be reflected in 
the rebudgeting exercise. 
 

 Concessionary Travel – reduced payments reflecting reductions to 
network coverage over the period.  Current forecasts are that payments 
will rise over the year. 

 
 
 



 Ferries – additional service charge income of £127k has been received in 
the period which had not been factored into the budget due to there being 
uncertainty over the recoverability of these sums. £94k of insurance 
revenue for Pierhead Landing Stage and damage to Royal Iris which was 
not budgeted.  
 

 Mersey Tunnels – favourable variance on maintenance budgets of £142k. 
 

 Customer Delivery – savings on premises and maintenance costs in the 
period account for £130k of the variance. 
 

 Corporate Costs – reductions to the pension fund recharges. 
 
 Capital Expenditure 
 
3.5 The table below details the capital programme and expenditure against budget to 

31 July 2021. A detailed breakdown of capital expenditure is included at Appendix 
Two. 

 
 Table 2 Capital Expenditure to 31 July 2021 against Budget 
 

Service Area Annual 
Budget  
£’000 

Spend to 
Date 
£’000 

Variance 
£’000 

Bus 10,069 485 9,584 

Rail 25,611 2,666 22,945 

Rolling Stock 94,159 22,721 71,348 

Ferries 6,460 2,353 4,107 

Mersey Tunnels 7,580 1,228 6,352 

Customer Delivery 170 0 170 

IT 1,151 50 1,101 

Smart Ticketing 1,241 0 1,241 

Corporate Strategy 1,349 40 1,309 

Mann Island 93 0 93 

Total Expenditure 147,883 29,543 118,250 

 
3.6 Expenditure to the end of July 2021 represents 20% of the budgeted spend for the 

year.  Whilst spend to date is low, capital spend in the first quarter tends to be 
suppressed with spend picking up into the second and third quarter.  From 
discussions with major project leads there are no schemes currently being flagged 
as facing significant delivery challenges. 

 
 Financial Risks and Reserves Position  
 
3.7 Taking account of the proposed application of reserves in support of the revenue 

and capital proposals for the current financial year, the projected reserves position 
as at 31 March 2022 is detailed below. 

 
  



Table 3 Application of Reserves 
 

 Balance at   
31 March 2021 

£’000 

Net In Year 
Movement 

£’000 

Balance at  
1 April 2022 

£’000 

Capital Reserves 
Earmarked Reserves 
Revenue/ Working 
Balances 

5,746 
48,332 

 
4,619 

(3,752) 
(3,124) 

 
0 

1,994 
45,208 

 
4,619 

Total 58,697 (6,876) 51,821 

 
3.8 A number of key financial risks still face Merseytravel which could necessitate 

application of reserves.  Key financial risks are detailed below: 
 

 The Beatles Story –whilst current projections for 2021/22 are aimed at 
achieving a break-even position, there is a risk that visitor numbers remain 
subdued and trading is lower than anticipated.  If the entity failed to break 
even during 2021/22, to the extent that the company’s profit and loss 
reserve was insufficient to meet these losses, Merseytravel would be 
required to provide financial support.  No such financial support has been 
built into the Merseytravel budget for 2021/22 and therefore this would 
need to be funded through the earmarked reserve. 

 

 Mersey Ferries Limited –financial projections have assumed a level of 
recovery in income, there remains a risk that demand builds back more 
slowly than anticipated.  To the extent that patronage does not recover in 
line with there is a risk that the assumed income estimates included in the 
budget may become unachievable and therefore necessitate further 
financial support from Merseytravel. 

 

 Bus –the industry has been and continues to be heavily reliant on public 
subsidy and whilst recovery funding has been identified, there remains a 
significant degree of uncertainty here and there remains a risk that 
commercial operators start to deregister services and focus on commercial 
corridors which would leave gaps in the network that may require 
Merseytravel to add new supported services for which no budgetary 
provision exists.   

 

 Rail services – the MEL network has operated throughout the Covid19 
pandemic without any form of government support and at this juncture it is 
highly unlikely that any support will be provided.  As a consequence the 
operator has taken a much more overtly commercial approach to the 
Concession with Merseytravel and has actively sought recourse to 
Merseytravel for financial support where they feel that under the 
Concession’s No Net Loss No Net Gain clause they should be 
recompensed.  In the event Merseytravel is required to provide 
recompense to MEL this would represent a potentially significant liability 
which is not currently included in the current budget. 

 
 
 



 Rolling Stock – the delivery of the project has been negatively impacted by 
Covid19 with delivery being delayed, which has placed upwards pressure 
on the overall costs of the project.  The overall business case was 
predicated on achieving higher levels of passenger revenue however 
patronage on the network has also been impacted by Covid and there is 
uncertainty around the timing and quantum of patronage recovery.  To the 
extent that the original business case assumptions are unachievable there 
will be additional costs to Merseytravel stemming from the project over the 
medium term that are currently outside the budget. 

 
 
4. RESOURCE IMPLICATIONS 
 
4.1 Financial 
 
 Detailed above in this report. 
 
4.2 Human Resources 
 
 None arising directly as a consequence of this report. 
 
4.3 Physical Assets 
 
 None arising directly as a consequence of this report. 
 
4.4 Information Technology 
 
 None arising directly as a consequence of this report. 
 
 
5. RISKS AND MITIGATION 
 
 None arising directly as a consequence of this report. 
 
 
6. EQUALITY AND DIVERSITY IMPLICATIONS 
 
 None arising directly as a consequence of this report. 
 
 
7. COMMUNICATION ISSUES 
 
 None arising directly as a consequence of this report. 
 
 
8. PRIVACY IMPLICATIONS 
 
 None arising directly as a consequence of this report. 
 
 
  



 
9. CONCLUSION 
 
 Financial performance to the end of July remains within budget and based on 

current projections, outturn revenue spend will remain within the budget set. 
 
 
 

JOHN FOGARTY 
Executive Director of Corporate Services 

 
 
 
 

Contact Officer(s): 
Sarah Johnston, Assistant Director of Finance, 0151 330 1015 
Joanna Sawyer, Corporate Communications Manager, 0151 330 1129 
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