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LCR Transport Committee 

 
Wednesday, 18 January 2023 

 
Report of Merseytravel 

 
MERSEYTRAVEL BUDGET 2023/24 

 

1. PURPOSE OF THE REPORT 
 
1.1 Members will be aware the Liverpool City Region Combined Authority (the 

Combined Authority) has a statutory duty to agree a Levy for 2023/24 before 14 
February 2023. To assist the Combined Authority in its deliberations, the Transport 
Committee will consider Merseytravel’s financial situation and recommend budget 
options. 

 
1.2 This report details the draft revenue budget and capital programme for Merseytravel 

for 2023/24.  
 
1.3 To allow Members to consider the proposed revenue grants payable to 

Merseytravel in respect of general operations and Mersey Tunnels for 2023/24 and 
to recommend these to the Combined Authority. 
 
 

2. RECOMMENDATIONS 
  
2.1 It is recommended that the Transport Committee: - 

 
(i) request the Combined Authority to approve 2023/24 operating grants for both 

public transport and Mersey Tunnels operating activities as detailed in 
section 4 of this report: and 
 

(ii) request the Combined Authority to approve the capital programme as 
detailed in section 4. 

 
 

3. BACKGROUND  
 
3.1 The Transport Committee recommended the budget for 2022/23 to the Combined 

Authority at its meeting on 16 January 2022. This budget was subsequently 
approved by the Combined Authority at its meeting on 21 January 2022 and the 
Merseytravel levy was set at £99.35m. The Merseytravel operating grant was 
agreed at £93.1m and the Mersey Tunnels operating grant at £23.08m. In addition, 
a contribution of £2.9m from Combined Authority reserves was approved to meet 
the operational project costs associated with the Rolling Stock project. The budget 
for 2022/23 has been used as the starting point from which to develop the 2023/24 
estimates. 

 
3.2 The budget 2022/23 was set against a challenging backdrop of public transport 

patronage plateauing at levels below pre pandemic levels, escalating cost inflation 



and uncertainty over recovery funding. for transport was determined amid a context 
of unique uncertainty arising from the pandemic and in particular its impact on 
public transport. With the economic climate deteriorating further since the budget 
was set and inflationary pressures becoming more significant, the picture for 
2023/24 and beyond remains challenging.  

 
3.3 In accordance with the Combined Authority’s financial strategy of achieving 

financially sustainable position over the medium term without ongoing recourse to 
reserves, base budget increases have been limited to the impact of pay and the 
reduction in Special Rail Grant from Government. No allowance for growth that 
cannot be funded within existing budgets has been made. To ensure an overall 
balanced budget at the Combined Authority and Merseytravel level, savings have 
been sought from service areas and factored into the budget estimates. 

 
3.4 Whilst Merseytravel is funded through grant there are a number of areas in which 

services have the ability to generate income. As part of the budget setting process, 
services with the ability to generate fees and charges reviewed the levels at which 
these should be set for the forthcoming year. A fees and charges report was tabled 
at the Combined Authority on 16 December 2022 which approved increases in the 
following areas: 

 

 Amendments to the schedules of discounts on Tunnel Tolls. 

 Amendments to ancillary income from tolls. 

 An increase in tunnels tours pricing from £8 to £10. 

 An increase in supported bus fares from £2.00 to £2.20. 

 A 6% increase in bus layover and departure charges; and 

 Increases to Mersey Ferries leisure services. 
 

The income generated from these measures has been factored into the budget 
setting process. 

 
 
4. MERSEYTRAVEL REVENUE BUDGETS 2023/24 
 

MERSEY TUNNELS 
 
4.1 Whilst the Mersey Tunnels are assets of the Combined Authority, day to day 

operation of the tunnels has been formally delegated to Merseytravel. Gross income 
from the tunnels for 2023/24 is forecast to be £43.47m, based on the schedule of 
tolls applicable for 2023/23 which were approved by the Combined Authority at its 
meeting on 16 December 2022.  

 
4.2 From this revenue, an operating grant will be made to Merseytravel to fund the day-

to-day operation of the tunnels alongside necessary capital investment. The 
estimated grant for the operation of the Mersey Tunnels for 2023/24 is £23.413m. 

 
4.3 As the Tunnels are the assets of the Combined Authority, any income generated 

over that required to meet the operational costs of the Tunnels is passed back to 
the Combined Authority. The Combined Authority also use tunnels revenues to fund 
its other transport priorities, such as the Mersey Ferries in accordance with the 
County of Merseyside Act 1980 (the 1980 Act) as amended by the Mersey Tunnels 
Act 2004.  



 
 MERSEYTRAVEL TRANSPORT ACTIVITIES 
 
4.5 The table below details the proposed revenue budget for Merseytravel for 2023/24 

and the projected outturn for 2022/23.  
 

Table 1 Merseytravel Summary Budget  
 

  Projected 
Outturn 
2022/23 

Forward 
Estimate 
2023/24 

£'000 £'000 

Corporate Management & Support Services 7,454 8,908 

Transport Services 105,533 102,277 

Total Expenditure 112,987 111,185 

Funded by   

Merseytravel Operating Grant (90,098) (87,532) 

Mersey Tunnels Operating Grant (22,889) (23,413) 

Application of Reserves 0 (240) 

Total Income (112,987) (111,185) 

Net Requirement 0 0 

 
4.6 The table below provides a more detailed breakdown of the proposed revenue 

budget for 2023/24. A more granular analysis is included at Appendix One. 
 

Table 2 Merseytravel Service Level Proposed Budget 2023/24 
 

Service Area Projected 
Outturn 
2022/23 

£’000 

Proposed 
Budget 
2023/24 

£’000 

Bus 20,860 21,402 

Hubs 2,249 2,233 

Rail 8,273 8,861 

Rolling Stock 2,187 (5,312) 

Concessionary Travel 43,752 46,384 

Ferries 1,142 1,024 

Mersey Tunnels 17,655 17,263 

Customer Delivery 1,565 1,926 

Policy & LTP 443 562 

Asset Management 7,234 7,761 

Director Of Place 173 173 

Corporate Services Recharge 2,626 3,003 

Corporate Development & Delivery Recharge 4,613 5,545 

Corporate Costs 215 360 

Total 112,987 111,185 

 
4.7 To more accurately reflect the fact that support services (Finance, Legal, Internal 

Audit, PMO, IT and HR) are provided to both Merseytravel and the Combined 



Authority, costs have been aggregated and an appropriate proportion of the costs 
recharged accordingly. 

 
4.8 It is proposed that the grant to Merseytravel to support service provision, which is 

funded through the Transport Levy, for 2023/24 is £87.523m, which cover the 
operational costs associated with Merseytravel and a grant to cover the revenue 
costs associated with the Rolling Stock project.  

 
4.9 The proposed Tunnels Operating grants for 2023/24 is £23.413m. In keeping with 

the treatment adopted in previous years, the debt servicing element of Tunnels 
expenditure are budgeted and accounted for within the Combined Authority budget. 

 
4.10 In balancing the budget for 2023/24, savings of £4m and additional income of 

£0.24m have been factored into the transport budgets. The most significant savings 
assumed in the budget relate to capitalisation of salaries (£1m), a reduction to the 
overall concessionary reimbursement budget (£1m), efficiencies in procurement of 
tunnels works (£0.5m) and the renegotiation of the contractual arrangements to 
realise efficiencies (£0.5m). 

 
4.11 The medium term financial position of the Combined Authority is such that to ensure 

a balanced budget position is maintained over the next four to five years, it is likely 
that even with additional resources, the current levels of service provision will 
become unsustainable and there will be a need to review service levels and policy 
decisions to ensure transport services remain affordable. As part of the budget 
setting process, Officers have identified a number of options to be progressed over 
the next twelve months. Members or the Transport Committee will be fully involved 
throughout this process as appropriate and provide political oversight alongside 
Overview and Scrutiny and the Combined Authority itself. 

 
 
5. MERSEYTRAVEL CAPITAL PROGRAMME 
 
5.1. The revised 2022/23 and draft 2023/24 capital programme are summarised below. 

A detailed breakdown of the capital programme is included at Appendix Two. 
 

Table 4 Merseytravel Summary Capital Programme 
 
 

Service Area 2022/23 
£’000 

2023/24 
£’000 

Bus 12,398 10,119 

Rail 63,616 29,480 

Rolling Stock 63,179 28,319 

Ferries 2,846 20,025 

Tunnels 12,699 21,982 

Smart Ticketing 229 0 

Hubs 1,200 430 

IT 459 725 

Policy & KRN & Active Travel 471 0 

Mann Island 0 0 

Total  157,097 110,080 

 



5.2 The initial capital programme for Merseytravel for 2023/24 includes those health 
and safety and business critical schemes that require progressing, along with the 
major projects including Rolling Stock and those schemes being funded through 
Transforming Cities/ City Region Sustainable Transport Funds. The programme as 
detailed above will be funded via grants and borrowing undertaken by the 
Combined Authority which will be passed through to Merseytravel as a grant to 
allow the schemes to be deemed as funded. A grant of £101.855m will be paid to 
Merseytravel, with the balance of £0.725m funded from Merseytravel reserves. 

 
5.3 The Combined Authority has an ambitious pipeline of capital projects, many of 

which are transport projects proposed by Merseytravel. Not all the projects within 
the pipeline have an immediate route through to funding; either due to the stage to 
which the project is developed or due to uncertainty around grant timescales. Whilst 
funding has been made available to support development activity, the progression 
of schemes outside the main capital programme will be subject to further refinement 
throughout the final part of the year and reported back for inclusion in a revised 
capital programme early in the new year. 

 
 
6. FINANCIAL RISK AND RESERVES POSITION 
 
6.1 The table below details the reserves position for Merseytravel taking account of the 

projected use of reserves in 2022/23 and 2023/24. 
 

 Balance as at 
1 April 2023 

£’000 

Utilisation in 
Year 
£’000 

Balance at 31 
March 2024 

£’000 

Capital Reserves 
Earmarked Reserves 
General Fund Balances 

5,763 
49,036 

4,629 

0 
(965) 

0 

5,763 
48,071 

4,629 

Total 59,428 (965) 58,463 

 
6.2 As far as practicable, and in line with the policy previously agreed by Merseytravel, 

the application of reserves to support the budget has been minimised. Any 
proposed use of reserves should be in relation to specific costs or as part of an 
invest to save/ transformation programme. As imagined the budget assume a 
minimal application of reserves.  

 
6.3 Whilst the budget has been set using the most robust estimates available and most 

current information available to support budget setting, there are a number of 
underlying costs pressures and risks that the organisation faces, specifically in 
relation to utilities and bus contract prices. In reflection of these risks, centralised 
inflationary provisions have been made as part of the Combined Authority budget 
setting process. The impact of these pressures on the Merseytravel budget will be 
monitored throughout the year and to the extent that these risks crystalise approval 
to release funding to Merseytravel will be sought to address any budgetary 
pressures in these areas. 

 
6.4 In addition to the uncertainty around the impact of bus price inflation, there is 

currently a lack of clarity over the level to which (if at all) the government will seek to 
provide further support to the bus markets through the continuation of Bus Recovery 
Grant. For the purpose of budget setting, it has been assumed that funding will not 



continue however to the extent additional funding is made available this will help 
mitigate some of the contract price inflationary pressures.  

 
6.5 Under the Merseyrail concession, the Combined Authority through Merseytravel has 

significant financial liabilities arising from reductions in grant funding from the 
Department for Transport. Merseytravel is currently involved in contractual 
discussions with both Merseyrail and DfT and this is a further potential risk to future 
budgets for rail. 

 
 
7. CONCLUSION 
 
7.1 Revenue spend for the current year is in line to outturn in line with the current 

revised estimates.  
 
7.2 The draft revenue budget for 2023/24 is based on robust estimates and funding 

confirmed to the Merseytravel. 
 
7.3 Revenue estimates incorporate the proposed fares in respect of Ferries, Hubs and 

Bus and savings proposed by departments. 
 
7.4 The Executive Director of Corporate Services is able to give his assurances that the 

estimates contained within the draft budget are robust and that adequate reserves 
exist to meet foreseeable events. 

 
 

John Fogarty 
Executive Director of Corporate Services  

   

Metro Mayor Steve Rotherham 
Policy, Reform and Resources   
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2 Merseytravel Capital Programme 2023/24 


