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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 30 September 2021.   
 
 
2. RECOMMENDATIONS 
 
 It is recommended that the Transport Committee 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 CA 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 revised budget of £119.8m was approved by the Board at its meeting 4 October 

2021.  The reduction in expenditure was offset by a reduction of £0.536m in the 
Merseytravel grant, £0.391m reduction in the Tunnels operating grant and a £1.7m 
reduction to the application of reserves from the Combined Authority in respect of 
Rolling Stock costs. 

 
 Revenue Performance 
 
3.3 The table overleaf details revenue expenditure for Merseytravel to 30 September 

2021. A detailed breakdown of revenue expenditure by service area is included at 
Appendix One. 

  



Table 1 Revenue Expenditure to 30 September 2021 
 

Service Area Annual 
Budget  
£’000 

Phased 
Budget  
£’000 

Spend to 
Date 
£’000 

Variance 
 

£’000 

Bus 19,554 8,748 8,150 598 

Rail 6,744 3,031 3,213 (182) 

Rolling Stock 2,926 1,429 (134) 1,563 

Concessionary Travel 48,487 25,479 23,519 1,960 

Ferries 1,911 892 339 553 

Mersey Tunnels 16,213 7,146 6,770 376 

Customer Delivery 4,748 2,422 2,021 400 

IT 4,478 2,674 2,622 52 

Policy & LTP 346 173 153 20 

People Development 1,668 643 603 40 

Asset Management 10,133 4,750 4,556 194 

Finance 1,260 573 553 21 

Legal, Democratic & 
Procurement 

1,208 602 474 128 

Internal Audit 583 396 387 9 

Programme Management 
Office 

639 317 296 21 

Corporate Costs 748 365 111 254 

Corporate Management 822 447 357 90 

Total Expenditure 122,466 60,087 53,991 6,096 

Funded By     

Merseytravel Grant (93,328) (46,557) (46,557) 0 

Mersey Tunnels Grant (23,088) (11,544) (11,544) 0 

CA Reserves (2,926) 0 0 0 

Merseytravel Reserves (3,124) 0 0 0 

Total Income (122,466) (58,101) (58,101) 0 

Net Budget Requirement 0 1,986 (4,110) 6,096 

 
3.4 The main variances are detailed below: 
 

 Bus – income from supported bus services is higher than budgeted as a result of 

the recovery in patronage being better than anticipated at the time of budget setting.  

Higher payments to operators have been offset by additional grant income from the 

Department for Transport. 

 

 Rail – additional consultancy work has been incurred as a result of work undertaken 

in relation to obligations under Operator of Last Resort. Approval for this 

expenditure has been given by Merseytravel and will be reflected in the revised 

budget.  

 

 Rolling Stock - is underspent against revenue project costs in areas such as 

engineering consultancy and recharges for MEL staff. We have not incurred any 

costs for stabling due to the delay of the acceptance of units, and hence also not 

incurred additional NNLNNG costs for insurance associated with the new fleet. We 

are incurring costs for Driver Training that will extend and will be dependent on 



entry into service dates, but these costs are presently more than offset by savings 

from Angel Trains, with 3 units now off lease which can still be charged to MEL as 

part of NNLNNG. 

 

 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 was not factored into the budget due to there being uncertainty over the 

recoverability of these sums.  In addition, £94k of insurance revenue was received 

for Pierhead Landing Stage and damage to Royal Iris which was not budgeted. 

Other income has exceeded budget as a result of a prudent budget set due to the 

uncertainty surrounding Covid-19. 

 

 Tunnels – the variance is largely explained by a saving on maintenance budgets. 

 Customer Delivery – the variance is mainly represented by £319k premises 

underspend, most significantly savings on security and cleaning contracts (£87k), 

various repairs and painting (£141k) and receipt of a rates rebate (£61k). 

 

 Corporate Costs – reductions in the pension fund recharges. 

 
 Capital Expenditure 

 
3.5 The table below provides details of the spend on capital up to the end of September 

2021.  A more detailed scheme-based analysis is included at Appendix Two. 
 

Service Area Budget  
£’000 

Spend to Date 
£’000 

Variance 
£’000 

Bus 10,069 915 9,154 

Rail 25,611 12,393 13,219 

Rolling Stock 94,159 43,802 50,357 

Ferries 6,810 3,526 3,284 

Mersey Tunnels 8,552 2,494 6,058 

Customer Delivery 170 159 11 

IT 1,151 154 996 

Smart Ticketing 1,241 110 1,131 

Corporate Strategy 1,349 49 1,300 

Mann Island 93 40 53 

Corporate Services 20 0 20 

Total Expenditure 149,225 63,643 85,583 

 
3.6 Expenditure to the end of September 2021 represents 43% of the budgeted spend 

for the year.  Whilst spend to date is low, capital spend in the first two quarters 
tends to be suppressed with spend picking up into the third and fourth quarter.  
The key variances are detailed below. 

 

 Bus - Hydrogen Bus is by far the largest capital project with a budget of 
£7.65m.  The supplier has been chosen and the fuel procurement is still 



underway.  Bus Scheduling Software and Bus Priorities have incurred no 
spend to date, but contracts have been awarded and should start to see 
improvements in the coming months.  Bus Stop Accessibility Improvements 
have raised orders of £125k and are awaiting Wirral approval.  Green Bus 
Routes spend is in line with budget. 
 

 Rail - For the Headbolt Lane project a decision has been made for the route 
to be powered by Independently Powered Electric Multiple Units (IPEMU) 
rather than third rail given the successful trial of IPEMU earlier in the year. 
Cost of IPEMU is £14m which may have some of the cost  offset by savings 
of not installing the additional electrification between Kirkby and Headbolt 
Lane. Profile of this spend will be different than installation of third rail, with a 
partial payment being made up front to secure the order of batteries. Network 
Rail have recently informed the project of additional costs overall.  St James 
has had an issue with fly tipping that isn’t currently accrued or within budget 
and clearance of the site was originally quoted at £145k. Access for All 
progress is on target and expected to be fully spent by year end. Lea Green 
work is underway to control spend and time frames. The LSP renewals 
project has an expectation for works in the second half of the year. 
 

 Rolling Stock - Current forecast is circa £100 million. A change in the 
schedule for the acceptance of the new fleet has been accepted which will 
see approx. £4m more spend this financial year. This is a change in profile 
and not additional costs, the costs are aligned to agreed delivery milestones 
and agreed variations. We have accepted 2 units of the new 777 fleet, with a 
further unit to be accepted in October 21. 

 

 Ferries – Seacombe Landing Stage Dry Docks project had a projected 
unfunded overspend of £1.4m.  This has arisen as a result of additional 
works identified upon lifting the pontoon.  It has been proposed that this 
underspend is funded through the curtailment of Tunnels capital projects in 
this financial year. 

 

 Tunnels - New Toll System Outline Design and Build Site, testing is 
scheduled for October month end, possibility of November slip, and the lane 
infrastructure is installed.  There is confidence that this scheme will be 
delivered in 2021/22. Kingsway Replace Sump Pump Drainage Pipework 
System is currently out to tender, response to site visits is low which is of 
concern. Prom Vent Transformers and HV Switch Renewals Works are now 
complete. Kingsway Refurb Tunnel Entrances, the concrete painting repairs 
project is now complete, and invoices expected to total £510k, lessons learnt 
and formal closure in late October. Taylor Street & New Quay Repairs is to 
tender for a contractor to undertake external building repairs. The inspection 
report identified a relatively short list of tasks hence the reduction in 
reforecast budget. Tender responses are due by the end of October. 

 
 IT - Only three of the largest projects have begun spending with no spend at 

all on Cisco and Performance Management System. Cisco UCS is out to 
procurement and spend will be dependent on the costs received.  There is 
the possibility this project may come in a little under budget. Performance 
Management System – the team are still gathering the requirements in order 
to go to out to procurement. This project is unlikely to spend by year end and 



will need to be slipped into 22/23. BackUp Infrastructure Tech Refresh - 
following the procurement exercise some underspend is now anticipated on 
this scheme. Cortex KWM Replacement - this budget was set at a very high 
specification. The team are struggling to get this scheme started as the 
specification is under review. As a result, it is in danger of not spending.  This 
scheme may need to be slipped into 22/23 year. Infrastructure Refresh & 
Development – this project is currently not spending. 

 

 Corporate Strategy - ITB Transport and Congestion, UTC Traffic Signals and 
LCR Cycle network projects have not spent any capital to date although it is 
worth noting that as part of congestion project active travel sensors are 
imperative to ensure LCRCA can report to DfT offering LCR opportunity to 
evidence future investments, this is currently out to tender.  Other activities to 
be undertaken will include an extension to the Key Route Network (KRN) 
Carriageway Asset Management Plan (CAMP) to enable the LCR KRN to 
understand the condition of other assets on the KRN. 

 
 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.  Whilst there is some 
confidence that the budgeted position for the current financial year can be 
achieved, patronage still remains subdued and there is a risk that visitor 
numbers fail to recover to pre pandemic levels which would impact on 
longer term profitability.  Historically the Beatles Story has generated a net 
profit which has flowed through to Mersey Ferries to reduce the operating 
grant required from Merseytravel to support its operations.  Failure to 
return to this position would have direct impact on the longer-term finances 
for Ferries.  

 

 Mersey Ferries Limited –as with the Beatles Story, whilst there is some 
confidence that the budgeted position for the year can be achieved, there 
remains uncertainty around recovery of patronage.  Across all modes of 
public transport patronage is supressed and there is a risk that levels will 
not return to those seen pre pandemic.  There is also a concern as to 



whether the level of tourist trade will return as leisure income is a 
significant element of Ferries revenue.   The impact on Ferries is two-fold: 
firstly income generated from services may fail to recover thus requiring a 
continued increase in the financial support required from Merseytravel 
which would secondly be exacerbated should dividends fail to flow through 
from the Beatles Story. 

 

 Bus –whilst there is more certainty around the quantum of bus recovery 
funding and its sufficiency, there remain a number of inflationary factors 
within the bus market that are likely to place upward pressure on 
operator’s costs.  There are two risk arising from this: firstly that this leads 
to services being deregistered or contracts handed back which would 
leave gaps in the network that may require Merseytravel to add new 
supported services, and secondly that the cost of new contracts exceeds 
the values of previous tenders.  Both situations would place upwards 
pressure on the bus budget. 

 

 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 for Merseytravel to the end of September remains within 

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

 
 

SARAH JOHNSTON 
Assistant Director, Finance 

 
Contact Officer(s): 
 
Sarah Johnston, Assistant Director, Finance, Tel 0151 330 1015 
Jess Whitley, Strategic Finance Manager, 0151 330 1030 
Joanne Macready, Strategic Finance Manager, 0151 330 1011 
Joanna Sawyer, Corporate Communications Manager, Tel 0151 330 1129 
 
Appendices: 
 
Appendix One – Detailed Revenue Expenditure 
Appendix Two Detail Capital Expenditure 
 
Background Documents:  
 
None 


