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Transport Act 1985
1985 CHAPTER 67

PART V

FINANCIAL PROVISIONS

Expenditure on public passenger transport services

88 Expenditure on public passenger transport services.

(1) Any power conferred on any authority responsible for expenditure on public passenger
transport services to enter into agreements providing for service subsidies (however
framed, and whether arising under this Act or under any other enactment) shall be
subject to sections 89 to 92 of this Act.

(2) It shall be the duty—
(a) of all such authorities, in exercising and performing their functions with

respect to securing the provision of public passenger transport services; and
(b) of all authorities who are—

(i) local education authorities in England and Wales or education
authorities in Scotland; or

(ii) local authorities exercising, in England and Wales, social services
functions or, in Scotland, social work functions;

in relation to any expenditure on transport for the purposes of or in connection
with the exercise and performance of their functions as local education
authorities or education authorities or (as the case may be) of their social
services or social work functions;

to co-operate with one another so as to secure, in the interests of the ratepayers of their
areas, the best value for money from their expenditure on public passenger transport,
taken as a whole.

(3) In subsection (2)(b)(ii) above “local authority” means—
(a) in relation to England and Wales, an authority who are a local authority for

the purposes of the M1Local Authority Social Services Act 1970; and
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(b) in relation to Scotland, an authority who are a local authority for the purposes
of the M2Social Work (Scotland) Act 1968.

(4) It shall be the duty of all authorities mentioned in subsection (2) above to afford to
one another such information as may be reasonably required for the purpose of the co-
operation required of them under that subsection.

(5) Where, as a result of any such co-operation, any such authority—
(a) incur expenditure which they would not otherwise have incurred; or
(b) receive less revenue than they would otherwise have done;

that authority may, by notice to the other authority or authorities concerned, require
that other authority or (as the case may be) those other authorities to reimburse the
amount of that expenditure or of that reduction in revenue.

(6) If—
(a) any amount in respect of which, in accordance with a notice under

subsection (5) above, any such authority or authorities are required to
reimburse another such authority; or

(b) where two or more such authorities are required by any such notice to
reimburse another such authority, the share of that amount payable by each
authority concerned;

is not determined by agreement between both or all the authorities concerned within
six months of the receipt of the notice or such longer period as may be agreed between
them, that amount and (where paragraph (b) above applies) the share payable by each
authority concerned shall be determined by an arbitrator or, in Scotland, by an arbiter.

(7) Any such arbitrator or (as the case may be) arbiter shall be appointed either by
agreement between the authorities concerned or, in default of such agreement, by the
President of the Chartered Institute of Public Finance and Accountancy.

(8) References in this Part of this Act to authorities responsible for expenditure on public
passenger transport services are references to—

(a) Passenger Transport Executives;
(b) non-metropolitan county and district councils in England and Wales; and
(c) F1. . . councils in Scotland;

and in sections 89 to 92 of this Act include references to London Regional Transport
in relation to any exercise of their power under section 3(2) of the M3London Regional
Transport Act 1984 (contracting-out powers) which by virtue of section 65(3) of this
Act is subject to those sections.
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M2 1968 c. 49.
M3 1984 c. 32.

89 Obligation to invite tenders for subsidised services.

(1) Subject to sections 90 and 91 of this Act, an authority responsible for expenditure
on public passenger transport services may not enter into an agreement providing for
service subsidies under which a local service is to be provided except by accepting a
tender invited in pursuance of this section.

(2) Where any such authority propose to secure the provision of any local service by
entering into any such agreement, the authority shall invite tenders for the provision
of that service for such period and on such basis as may be specified in the invitation
to tender.

(3) An invitation to tender under this section may not include conditions with respect to
the terms of employment of persons to be employed in providing any service to which
the invitation to tender relates.

(4) Subject to subsection (5) below, any such invitation—
(a) must be issued generally, in such manner as the authority issuing the invitation

consider appropriate for bringing it to the attention of persons who may be
interested; and

(b) must also be issued individually to all persons who have given to that authority
a written notice indicating that they wish to receive invitations to tender for
the provision of local services for that authority’s area or (as the case may be)
for the provision of such services of any description to which the invitation
relates.

(5) Any such notice shall specify the address to which any such invitation is to be directed,
and it shall be sufficient for the purposes of subsection (4)(b) above if the authority
send the invitation to the person giving any such notice at the address so specified.

(6) An authority issuing an invitation to tender under this section shall not accept any
tender submitted by a person who is not the holder of either—

(a) a PSV operator’s licence, not being—
F2(i) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
(ii) a licence to which any condition is attached under section 26 of this

Act prohibiting the holder from using vehicles under the licence to
provide local services of all descriptions or (as the case may be) of
any description to which the invitation relates; or

(b) a permit under section 22 of this Act.

(7) The authority issuing any invitation to tender under this section shall determine—
(a) whether to accept a tender submitted in response to the invitation; or
(b) which (if any) of several such tenders to accept;

solely by reference to what in their view is the most effective and economic application
of the funds at their disposal for the payment of service subsidies.

(8) Subsection (7) above shall not be taken as requiring the authority to limit their
consideration, in the case of any such invitation to tender, to the application of those
funds for the purpose of securing the provision of the particular service to which that
invitation to tender relates; and accordingly the authority may (in particular) take into
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account in making, in relation to any such invitation to tender, any determination to
which that subsection applies—

(a) costs and benefits in relation to any proposed expenditure by that or any
other authority for the purpose of securing the provision of any other public
passenger transport service;

(b) costs and benefits in relation to any proposed expenditure on transport for the
purposes of or in connection with the exercise and performance by that or any
other authority of any functions of a description mentioned in section 88(2)
(b) of this Act; and

(c) any matter appearing to the authority to be relevant to determining whether
the particular service to which that invitation to tender relates, and any
other relevant service, would be effectively provided by any person who has
submitted a tender in response to that invitation to tender.

For the purposes of paragraph (c) above, a service other than the particular service
there mentioned is relevant if the authority propose to incur expenditure for the
purpose of securing its provision and any tender or proposal for the provision of that
service by any such person is also under consideration by the authority.

Textual Amendments
F2 S. 89(6)(a)(i) repealed (8.11.1995) by 1995 c. 44, s. 1(1), Sch. 1 Pt. V Group 2
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90 Provisions supplementary to section 89.

(1) The period specified in any invitation to tender issued under section 89 of this Act as
the period for which a service to which the invitation relates is to be provided shall
not exceed five years beginning with the date on which any agreement entered into by
accepting a tender submitted in response to the invitation is concluded.

(2) Such information as may be prescribed with respect to any tenders submitted in
response to any such invitation to tender shall be published by the authority issuing
the invitation in such manner as may be prescribed.

(3) On entering into an agreement by accepting any such tender that authority shall publish
in such manner as may be prescribed their reasons for considering that the payment
of service subsidies to secure the service in question in accordance with the terms of
that tender is conducive to achieving the most effective and economic application of
the funds at their disposal for the payment of such subsidies.

(4) Regulations may provide for treating a specification of terms of service, in such form
as may be prescribed—

(a) prepared, with reference to any invitation to tender issued under section 89
of this Act by any authority responsible for expenditure on public passenger
transport services, by the authority issuing the invitation with respect to the
provision of that service by a company to be formed in pursuance of any
requirement under Part IV of this Act to carry on any business which includes
any current activities of that authority; and
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(b) ratified by that company after its formation within such period and in such
manner as may be prescribed;

as if it were a tender submitted in response to that invitation by that company within
any period allowed for the submission of tenders in accordance with that invitation.

(5) The reference in subsection (4)(a) above to any current activities of an authority
responsible for expenditure on public passenger transport services is a reference to
any activities which at the time when the specification of terms of service is prepared
are currently carried on by or on behalf of that authority, or by any body of which that
authority is a member or to which it appoints any members.

91 Exceptions from section 89.

(1) Regulations may provide for excluding from section 89(1) of this Act agreements of
any description specified in the regulations; and any such description may be framed
by reference to—

(a) the description of service to which the agreement relates;
(b) the description of persons proposing to operate the service;
(c) the period for which the service is to be provided under the agreement;
(d) the aggregate amount of the service subsidies provided for under the

agreement; or
(e) any other relevant circumstances.

(2) Section 89(1) of this Act shall not apply in any case where it appears to an authority
responsible for expenditure on public passenger transport services that action is
urgently required for the purpose of—

(a) maintaining an existing service;
(b) securing the provision of a service in place of a service which has ceased to

operate; or
(c) securing the provision of a service to meet any public transport requirement

which has arisen unexpectedly and ought in the opinion of the authority to be
met without delay;

and that it is necessary for that purpose to enter into an agreement providing for service
subsidies in order to secure that service.

(3) Where by virtue of subsection (2) above any such authority enter into an agreement to
which section 89(1) of this Act does not apply, the authority shall as soon as possible
invite tenders for the provision of the service which is the subject of that agreement
for such period and on such basis as may be specified in the invitation to tender; and
sections 89(3) to (8) and 90 of this Act shall apply in any such case as if the invitation
had been issued under section 89(2).

(4) Any agreement entered into by virtue of subsection (2) above shall be made so as to
remain in force no later than the end of the period of three months beginning with the
day immediately following the end of the period allowed for the submission of tenders
in accordance with the invitation to tender issued under section (3) above.

(5) Subject to the following provisions of this section, where—
(a) an invitation to tender for the provision of any service is issued under

section 89(2) of this Act or subsection (3) above; and
(b) no tender, or no tender which the authority issuing the invitation consider

acceptable, is submitted in response to that invitation;
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any power of that authority to enter into an agreement providing for service subsidies
in order to secure that service shall cease to be subject to section 89(1) of this Act.

(6) Any agreement which by virtue of subsection (5) above is entered into by an authority
responsible for expenditure on public passenger transport services otherwise than by
acceptance of a tender invited in pursuance of section 89 or subsection (3) above
shall be made so as to remain in force no later than the end of the period specified
in pursuance of section 90(1) of this Act in the invitation to tender mentioned in
subsection (5)(a) above.

(7) On entering into any such agreement an authority shall publish in such manner as may
be prescribed either—

(a) a statement that no tender was submitted in response to that invitation to
tender; or

(b) a statement of their reasons for considering that no tender so submitted was
acceptable;

as the case may require.

92 General provisions with respect to the exercise of service subsidy functions.

(1) An authority responsible for expenditure on public passenger transport services shall,
in the exercise and performance of their functions in relation to agreements providing
for service subsidies, so conduct themselves as not to inhibit competition between
persons providing or seeking to provide public passenger transport services in their
area.

(2) Regulations under this section—
(a) may make further provision for regulating the exercise and performance by

authorities responsible for expenditure on public passenger transport services
of their functions in relation to agreements providing for service subsidies;
and

(b) may make provision for limiting to an amount specified in the regulations the
aggregate amount of the service subsidies any such authority may agree to
pay under any one such agreement; and

(c) may make provision for exceptions from section 89(4) of this Act in such
cases as may be prescribed.

(3) The provisions of sections 89 to 91 of this Act shall be subject to this section and any
provision made by regulations under this section.
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