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John Biggs (Chairman):  Perhaps as a preamble to this then, the purpose of this meeting is 
simply to set the scene, so we have a good corporate idea as a committee of where we are going 
with the various budget cuts and also changes.  One of the big changes is the Government’s 
proposal to denationalise an element of business rates.   
 
David Gallie (Assistant Director of Finance, Greater London Authority):  Thank you, 
Chair.  There is a fundamental change to local government finance that comes in from 2013/14.  
As the Committee will be aware, the existing system effectively is based upon local councils 
collecting about £20 billion of business rates and those then being sent back to central 
Government to then redistribute them back to local government via a complex needs formula 
via formula grant.  Now, the new system the Government is proposing on business rates 
retention essentially has no difference in the way that businesses pay tax.  The Government will 
still set the multiplier, the inflation link to increases in business rates.  The same mandatory 
reliefs will be in place, the same revaluation process will occur.  The difference is that, from 
2013/14, the Government is proposing that half of business rates will become what is known as 
the local share and will be in the local rates retention system.  The other half, the balance, the 
central share, will be still used by Government to support police services and other local 
government services.  The incentive in the new system is that growth on the 50% local share, 
each year will be retained by the local government sector. But it is important to recognise the 
growth that will hopefully come from the new system will be limited to new developments and 
redeveloped developments, plus inflation.  The revaluation increases will be excluded. 
 
The detail is still being negotiated and discussed with Government. But where we are at the 
moment is, it seems very likely that just over £1 billion of present GLA group grants will be 
included in the new system.  Roughly speaking, that is some £50 million of GLA core grant, 
some £230 million from London Fire and Emergency Planning Authority (LFEPA), with the 
balance being some £750 billion from Transport for London (TfL) and also the council tax 
benefit local support, which I will come on to as well. 
 
There are a number of protections the Government are proposing in the system and these are 
known as tariffs and top-ups. So, Westminster, where the business rates they raise will be much 
greater than the present level of support from Government, will become a tariff authority.  The 
high-needs local authorities in London will be top-ups. The intent behind tariffs and top-ups is 
to protect authorities, depending on their different circumstances.  There is to be a further 
protection and this is known as the disproportionate benefits levy.  This is attempting to try and 
limit the gains of tariff authorities. So, for instance, Westminster has a much higher capacity to 
benefit from business rates growth than, say, Lewisham or Haringey, for instance.  The idea of 
the disproportionate levy would be that the excess benefits from say, Westminster, will help to 
support other authorities who are in more difficult circumstances. In particular to finance a 
safety net; and the Government are proposing a safety net of between 7.5% and 10% to limit 
the real terms drop in funding that might ensue from a fall in business rates. 
 
The final comment I would make on the new system is the idea that the reset date will be 2020.  
This would mean there is seven years of local government having retained rates on the system I 
have just described. So, it does give a reasonable period of time for the new system to settle in. 
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John Biggs (Chairman):  There is a ringfence then for the whole of Greater London, right, or 
is this for the whole country?  So, is Westminster excess available for other London borough 
councils? 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  There is no 
statutory London ringfence, as I understand it, but clearly there are negotiations within London 
around the share of rates growth that is to be available to the GLA as against that to London 
authorities. 
 
John Biggs (Chairman):  This is predicated on incentivising in some way local authorities to 
encourage economic growth.  Does the document say anything about how they achieve that? 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  The 
Government’s principle is to give authorities incentives to grow businesses in their area.  One of 
the things that does jump out about the 50% share, is that limited discretion puts a fairly 
important cap on the extent to which authorities are incentivised to grow businesses.  A number 
of authorities are clearly wishing to have a higher percentage.  They would want to remove 
some of the safety nets and protections that I have just described so that they have a greater 
capacity to grow their business rates.  The Westminsters of this world will clearly be arguing 
against the disproportionate benefits levy, for instance, which clearly does put a limit on the 
extent to which they can gain and be incentivised to grow businesses. 
 
John Biggs (Chairman):  I guess we will live and learn in the light of experience and rules and 
regulations may change.  I recall shortly before I became a councillor, which was a long time 
ago, an organisation known as News International was in a sort of bidding war between, I think, 
Camden and Tower Hamlets councils about where it would locate and the premise for that was 
that if either borough was interested in the business rates income that they would secure from it 
being based in the borough, which would be helpful for raising income.  So that sort of 
incentive may happen.  There may be bidding wars, but there may be encouragement in 
planning for people to bring employers to their area because of the income that they will 
provide to support local Social Services, for example.  That is, I suppose, the broad brush of how 
it might work. 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  Indeed, there 
are already certain issues that have emerged.  So for instance, Southwark, who are to be a 
top-up authority, will be likely then to gain the benefit of the Shard.  If the Shard were to be in 
Westminster the benefits would be caught by the new system.  So there will be effects within 
London arising from the impact of top-up and tariff rules.  These will be set out in detail by the 
Government in July.  We will need to obviously pay great attention to how those rules would 
actually work in practice, because it could have major effects on the ability of boroughs to then 
gain from the benefits of rates growth in their area. 
 
John Biggs (Chairman):  Now, these matters will be explored in great detail as it unfolds, I 
guess, but another example might be the incentive to tweak one’s planning framework to 
encourage employment uses of land as against residential uses of land and does the 
documentation say anything about that? 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  There are 
clearly important statutory safeguards to safeguard the planning function.  These would 
effectively rule out those incentives, perverse incentives potentially, for authorities to make 
decisions to encourage business rates growth as against new homes, for instance. 



 

 
John Biggs (Chairman):  Is there any incentive within the scheme that allows you to offer 
employers rebates in return for locating within your borough? 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  I am not aware 
of any details on that. 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  I am not 
aware of any specific details, but there is talk of regulations to give local authorities more 
discretion. A lot of the details I think which you are interested in are probably not going to 
become clearer until July, when the Government are meant to be doing a detailed consultation 
on how the scheme is going to operate and their intention in fact is to consult on a proposed 
scheme by and large rather than options.  So at the Committee’s meeting in July, we should be 
able to give a lot more information on how the detailed mechanics of the scheme and all the 
various elements are being proposed. 
 
John Biggs (Chairman):  One final question, which is I have a note here which I have obtained 
from the TfL committee papers, which says that in two-tier authorities outside London, where 
there is a county and a district, the proposal appears to be that the district would retain 80% of 
the increase and the county 20%.  I know that the Mayor bid for 50:50 in the case of London.  
Do you know where we are with that? 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  The 
Government have asked the Mayor and the boroughs, probably through London Councils, to 
see if they can come to an agreement on what the share should be, and those discussions are 
ongoing and there will need to be a decision probably this month in order that we can get the 
detailed consultation ready for the summer.  My best guess, and it would only be that at the 
moment, is that, probably, agreement will be reached around the 60:40 mark, 60% to the 
boroughs, 40% to the GLA. 
 
John Biggs (Chairman):  In the case of London, I guess there is an argument that unlike a 
county, we have a far more significant role in promoting infrastructure and infrastructure is one 
of the ways to promote job creation and economic development. That might justify a greater 
share coming from City Hall coffers than in a county arrangement. 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  That is, in 
a way, the essence of the argument, but transport infrastructure and transport investment does 
an awful lot for jobs and growth. 
 
John Biggs (Chairman):  I thought I would throw that argument out there in case anyone 
wanted to use it.  
 
Roger Evans (AM):  You could be making our case for us, Chair. 
 
John Biggs (Chairman):  Maybe a cross-party agreement at the City Hall level. 
 
Roger Evans (AM):  Yes.  You have talked about tariff and top-up authorities and used 
Westminster and Southwark as examples.  Do you have a full list of which authorities will be 
tariff and top-up authorities in London? 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  Such a list is 
not yet finalised.  Obviously it depends exactly on the rules Government will set in the 



 

consultation in July.  However, we have got a fairly good indication from the existing status 
quo.  Based on authorities’ receipt of grant and raising business rates, we have a pretty good 
idea of where each authority will fall. 
 
Roger Evans (AM):  Will all the authorities be one or the other? 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  Yes, although I 
think there is still some debate about precisely what the GLA will be. 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  So there 
might be tariff authorities are going to be Westminster, Camden, Kensington and Chelsea and 
Hillingdon, so where there is a large business rate base. 
 
Roger Evans (AM):  But you mentioned the GLA there.  Are you saying that we should end up 
being a tariff authority? 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  The GLA 
will probably be a tariff authority. 
 
Roger Evans (AM):  That would be effectively a mechanism for transferring some of the 
money we raise from business in London to other parts of the country. 
 
David Gallie (Assistant Director of Finance, Greater London Authority):  Theoretically 
that is possible. 
 
Roger Evans (AM):  Well, if we are a tariff authority, unless all the other authorities around 
the country are as well, I would say it is a running certainty, isn’t it? 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  But 
London’s share is going to be, in a way, dampened.  What is going to happen at a London-wide 
level?  It will be quite remarkable if the GLA had disproportionate growth and the same expense 
that Westminster had.  That growth must be happening across London, so it would be quite 
extreme circumstances for the GLA to be in the position which potentially Westminster could be, 
because the GLA will be the sum of what is happening across London.  That also makes, in a 
way, the GLA probably in a better position to be a tariff authority than other authorities, 
because what is happening is that in a borough there could be significant volatility, but that 
would be evened out, damped down if we take London as a whole. 
 
Roger Evans (AM):  Is there an argument for taking us out of the equation?  It is basically 
double-counting, isn’t it?  It is double-counting.  If you make Westminster a tariff authority and 
then you make the GLA a tariff authority on top of that, then you are double-counting the -- 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  But that is 
why a decision will come as to what is the share between the London Borough and the GLA, so 
a 40:60 is not a double-counting, and is a key decision.  The decision on that share will also 
determine if the GLA is a tariff authority or not. 
 
Roger Evans (AM):  Are you making any representations about that? 
 
Martin Clarke (Executive Director of Resources, Greater London Authority):  Yes.  The 
Mayor has made representations, and as the Chairman says, the Mayor’s representation of the 
GLA to be a tariff authority and to have 50% of the growth.  I mean, that is part of that. 



 

 
Roger Evans (AM):  I think it would be useful if we could see those representations. 
 
Stephen Knight (Deputy Chair):  Clearly business rates are levied on business premises, not 
on the profit of businesses, and therefore growth does not always result in extra premises, but 
what will incentivise, I suppose, is a growth in business premises across the country potentially 
versus residential premises, let us say, but of course local authorities also have an incentive to 
provide extra residential premises because of the growth in council tax income that that brings.  
I just wonder if you could talk about some of the balance.  Will this provide a greater incentive 
for commercial versus residential or is the residential incentive still going to be bigger for local 
authorities? 
 
John Biggs (Chairman):  Does it seem to remove the total absence of any prior incentives? 
 

Martin Clarke (Executive Director of Resources, Greater London Authority):  I do not 

think I can give a sort of technical answer, because the GLA, the people who have been leading 

on this policy within the GLA, the view has been that incentive is not great.  In fact, the GLA has 

been arguing for greater incentives, because under this retained business rate system, local 

authorities are going to get this Retail Price Index (RPI) growth.  They are only going to share of 

50% of any other growth above that, and of that share, they will be sharing it between the GLA 

themselves.  So the GLA’s argument, we do not believe there is an awful lot of incentive in the 

system, but I am conscious that other people and certainly the policy makers in Government, 

think there is a significant incentive.  So at the moment, we are at the stage where I think 

people kind of make their judgments with a semi-informed view and at this stage I just cannot 

really say. 

 

Stephen Knight (Deputy Chair):  Just a supplemental.  I mean, clearly authorities, say 

high-needs, low-resource authorities in London like the Lewishams of this world have a much 

stronger incentive, I think, under business retention to grow businesses and new developments 

or redeveloped developments in a way that they have not at the moment, but at the same time, 

clearly they are incentivised by the new ‘homes bonus’ in terms of some of the things you said 

around making residential developments.  I think it is about the balance each authority would 

draw on the incentives that are around between all the competing developments that are 

possible between residential and business. 

 

John Biggs (Chairman):  So it is removing the total absence of any incentive and replacing it 

with what I think you are saying is a very timid incentive, but is bigger than nothing. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  That is the 

economists’ view within the GLA, yes. 

 

Gareth Bacon (AM):  I am just looking for clarification on something you just said, Mr Clarke, 

about the GLA and whether or not it would be a tariff authority.  My understanding of what you 

said is that it depends on what happens across the rest of London.  If London net is growing 

economically, the GLA would be a tariff authority, thereby having to put money into the wider 

pot.  Does the reverse follow, then if London is shrinking in terms of economic growth in terms 

of business rates, then London will become a top-up authority rather a tariff authority? 

 



 

Martin Clarke (Executive Director of Resources, Greater London Authority):  I do not 

honestly know if the decision is driven by -- well, in fact, it is not going to be driven by what is 

going to happen in the future.  It is going to be driven by a decision of what amount of share of 

the business rate take in London is going to be allocated to the GLA, so if that take is greater 

than the grants, the GLA by definition is a tariff authority. 

 

Gareth Bacon (AM):  Yes, but the question still stands then.  So if that goes down, does the 

GLA become a tariff authority? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  No, it will 

still be a tariff authority, but then tariff authorities are exposed to more risks in the case of a 

downturn.  A judgment is being made why the GLA would wish to be a tariff authority, because 

if we look at the last decade and probably beyond, London’s business rate yield has continued 

to grow, it has grown year on year.  It will grow again in 2012/13.  The RPI will see to it.  So at 

the moment, when you think of the big recession, it has gone through the financial difficulties, 

and throughout that period London’s business base rate has continued to grow.  An assessment 

has been made it is going to continue on that upside for the foreseeable future, certainly before 

next reset come 2020.  That is an important point to make, that there is going to be periodic 

resets if circumstances were going to be fundamentally changed. 

 

Gareth Bacon (AM):  So what you are actually saying is that on the balance of all probabilities, 

the GLA will be a tariff authority? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  That is 

what the GLA, the Mayor, has been arguing for, yes. 

 

John Biggs (Chairman):  You have obviously done some modelling.  If the economy in London 

grows by 1% a year or something and that is paralleled by a growth in business occupation, 

what sort of sum are we talking about coming into City Hall? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  We have 

done some modelling.  It is quite heroic modelling.  I am trying to think if I have got a briefing 

which will have an example.  It is not transformative, that is what I say.  I do not know if I have 

got an example here or not.  I do not have a London-wide model, and I am happy to share an 

illustratory example if there was, say, a 1% yield above RPI, what we think that would be, taking 

into account the assumption you would have to make on what is the GLA’s share of that 

growth, but we think you are talking single digit millions a year, but obviously it accumulates up 

over a period of time. 

 

John Biggs (Chairman):  Less than £10 million a year? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  If my 

recollection is right, I think that is what our model does show, but as I say, if it was £8 million a 

year, that is nice to have, but if you look over a four-year period. 

 



 

John Biggs (Chairman):  So if it was until 2020, it could be eight times six or something, 

£48 million? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Yes. 

 

John Biggs (Chairman):  Which is fairly small, but you would not sneeze at it.  OK. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  It is 

against the background of over £6 billion at present of Government grants, and against a 

background by the Government retaining a 50% share.  It can always adjust its share of funding 

if it did not support what was happening there. 

 

John Biggs (Chairman):  I suppose corporately it might be that this change establishes a 

principle, but in order for it to be significant, we would want to then start talking about the 

boundaries of that principle and how it might be amended to be more beneficial to the funding 

of services at City Hall.  Is that the position? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Yes, I 

think so.  Yes. 

 

John Biggs (Chairman):  Shall we move on to another subject, which is council tax 

localisation, which is even more exciting than business rates retention, but I think again in the 

first instance it is relatively minor in terms of quantum, but is potentially quite a big change.  If 

you could give us a very quick introduction to this, Mr Gallie, that would be very helpful. 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  In the present 

system, about 20% of the GLA’s precept of £935 million is effectively underwritten by 

Government through the payment of council tax benefit subsidy.  From 2013/14, there is 

overall a proposed 20% reduction in council tax benefit support for people that are of working 

age, after allowing for pensioners’ protection.  The Government argues this is designed to 

incentivise people to move back into work.  Now, depending on the decisions that boroughs 

would make as to how they would implement this general 20% reduction, that is going to have 

a fairly major effect upon the GLA’s precept income.  Either the boroughs would effectively 

reduce precept income to ourselves, or effectively try to collect the 20%, and that would almost 

certainly then have effects through the collection rates and the collection fund deficits that the 

GLA would then have to provide for. 

 

Now, again, it is obviously very early days in terms of estimating what the potential hit would 

be. In particular boroughs are only just starting now to consult us on their proposals as to how 

they would introduce this new system.  But it is has potential for a loss in the order of 

£15 million of precept income to the GLA.  This is after allowing for the upside on some of the 

Government’s proposals, where there are changes proposed to second home discounts and 

empty homes discounts, which actually should generate additional income.  The level of 

volatility around that number is quite significant, but clearly it is something we need to bring 

into the budget strategy and budget guidance going forward later on in the summer. 

 



 

John Biggs (Chairman):  If 20% of our income comes indirectly from council tax benefits and 

there is a 20% cut in council tax benefits, then the worst case would suggest a 4% reduction in 

that income? 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  As I say, it 

depends on boroughs’ policies as to how they are seeking to implement the new system.  There 

are some boroughs, for instance, Kensington and Chelsea, who feel quite confident that their 

second home discount decisions and empty home decisions could well neutralise the difficulty in 

collecting council tax benefit from people who have previously not paid for it all. But moving to, 

for instance, Brent who have issued their consultation document on their scheme, the sums 

involved are ones where it will be very difficult for them. 

 

John Biggs (Chairman):  If a worst case was seen as, say, 4% - 20% of 20% - then the best 

case might well be of the order of 2% reduction in our income?  I mean, do you have some 

projections on this? 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  We have some 

projections. 

 

John Biggs (Chairman):  You said £15 million.  It would be helpful, to send a copy of these 

assumptions to us after the meeting.  Would that be possible? 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  We could 

certainly give some illustrations, but I think it is also important to recognise the volatility around 

individual  boroughs’ projections which will actually affect that number.  The £15 million is very 

much a middling option and we obviously need to await boroughs’ decisions on how they are 

seeking to implement the new proposals. 

 

John Biggs (Chairman):  So these are sort of two acorn policies which may grow into 

something more significant.   We are then going to move seamlessly into what in our briefing is 

the section about the core GLA, but as a preamble to that, I think Martin [Clarke] or David 

[Gallie], you are going to set the scene by just talking about the broader picture for GLA 

funding over the next period. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  We will 

concentrate at the moment just on the GLA itself and not the group.  Obviously, the functional 

bodies will comment in more detail on their own circumstances.  The key financial factor which 

will shape the GLA’s budget plans for the remainder of the spending review period is the 

London settlement, which was announced on 6 February of this year, and that provides a 

complete funding agreement for the spending review period which was agreed between the 

Mayor and the Government to meet the new responsibilities we have got under the Localism 

Act.  In round figures, that provides the GLA with £3 billion of Government funding over the 

spending review period.  Within that settlement, there are some estimates, there still are some 

sums which are estimates and at the margin, there might be some variations, but they will 

almost certainly be offset by changes in spending as we agree the final commitments we have 

inherited from the Homes and Communities Agency (HCA) and the London Thames Gateway 



 

Development Corporation (LTGDC).  What that means is that unlike this time last year and 

probably unlike when we were trying to set the budget this year, the GLA will have quite a 

significant degree of certainty over the major elements that it is funding - the major uncertain 

periods will be the last year of this mayoral term, because that will be subject to a new spending 

review - and in addition to that sort of increased certainty, furthermore, the balance between 

revenue and capital funding has been improved. 

 

Members who were involved around February time will know that the London settlement was, in 

shorthand, capital rich, revenue poor, but part of the final arrangements, Government switched 

£130 million from capital funding to revenue funding, and since then, a further upside, the 

Government have announced another £70 million to the GLA for further allocation, the 

Growing Places fund.  So there is significant certainty over major areas of funding, and therefore 

the main areas of uncertainty at the moment are those matters which we always have at this 

time.  It is going to be, “What are the changes that the council tax pays?  What is going to 

happen to the collection of rates, collection of council taxes?” and they are normal 

uncertainties, but obviously heightened by the changes we have just been talking about, such 

as council tax localisation. 

 

Just summing up key changes and risks the GLA are therefore facing in the environment, there 

is a significant issue of timing, you know, when will we know how much the share of the 

retained business rates system will be?  We do not know.  We know we had a difficult budget 

setting period this year and timing could cause some complications towards the back end of this 

process.  We do know though that it probably could be more of a problem for organisations like 

London Fire and Emergency Planning Authority (LFEPA), because unlike the GLA, LFEPA does 

not have the same level of clarity of what funding it would have got in future years from the 

former grants, whereas we know what the GLA’s funding would have been, so pushing it to 

retain business rates, we know what is going to go into that system.  I think there are going to 

be challenges of process, because you will find out, I think, as this session goes on, there are 

financial challenges across the group and it is quite clear that we will not be able to take 

decisions in isolation, so we need a robust and comprehensive budget process, and what we will 

get into is obviously going to be challenges of delivery and savings. 

 

I think for the GLA itself, I think it is going to mainly be about having a sound process for 

prioritising programmes and projects, and in the wider scheme of things, that is obviously easier 

for the GLA to do when functional bodies might have to make major reductions or changes to 

delivery of ongoing services.  I think the nature of the challenge for the GLA is different.  We 

can, in essence, prioritise projects and programmes and you can draw the line at whatever the 

level of funding is.  Just on timetable, we will run the budget process later next month and at 

the beginning of July issue detailed budget guidance; discussions are now ongoing with the 

Mayor’s office on that.  I think given the Olympics, it is looking mid-November at the earliest 

where we can probably expect full meaningful submissions from the functional bodies.  

Mid-December, once we have got the local government finance settlement announced and 

details of the retained business rates system announced, we will get the consultation paper out 

mid-December as usual, and I think the statutory process I would think would run well into the 

February next year, because I think a lot of detail and the interaction between flexibilities the 

GLA has, the functional bodies will need that time. 



 

 

John Biggs (Chairman):  Very useful background to hear more about outside the meeting, I 

think, about this capital revenue switch.  It is actually very significant, I think, in terms of our 

expectations for funding for core functions at City Hall, and secondly, I take from what you are 

saying that the strategy over the last couple of years in trying to bring forward the 

budget-making process and have submissions in the early autumn has sort of bitten the dust 

now, and we are going to go back to more or less the timescale we have had in the past.  Is that 

correct? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Well, I 

think it would great to get as much out of the way as possible.  We just need to be realistic of 

what challenges the organisations have got for their own budget development and what else is 

happening they have to deal with this year.  Obviously the changes of membership of bodies 

and also the changes for the local government finance system, I just think we need to have it 

more set out at a nice, measured pace to develop this. 

 

John Biggs (Chairman):  No, fair enough.   

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Last year, 

the Government did pass legislation allowing the GLA, if it wished, to put back part of its 

budget process.  We did not think we would be affected by detailed changes and I think we 

should be looking at having a dialogue with Government to find out as soon as we can, are they 

going to allow more flexibility over when final decisions will be taken. , I do think we will need 

that time and I think because we have seen, particularly over the last two years, there is much 

more interreaction or consequences across the group for a decision taken for one body affecting 

another body. For example, council tax freeze, grants: is that all going to be allocated to the 

GLA or police or fire?  It is a more complex process. 

 

Darren Johnson (AM):  Firstly just on the £130 million switch that the Government has 

agreed from capital to revenue.  Is that just a one-off or have you been given assurances that it 

is a proportionate rebalancing for future years as well? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  The actual 

settlement is for the rest of the spending review period, so it is settled to the end of 2014/15.  

What it will be after the next years, we do not know, but that is new negotiation, but that is 

certain for the next three years. 

 

Darren Johnson (AM):  Then can I just ask as well about some of the other pressures facing 

the budget, because previously there has been obviously the reduction in Government funding.  

Now the shift to more capital focus rather than revenue, but previously there has obviously 

been the additional policing funding which came in last year, which helped make things easier, 

the ability to reduce the LFEPA precepts, that because LFEPA is now facing much larger budget 

cuts than in previous years.  These sort of things will not be available, so there will be a lot more 

pressures on the budget, won’t there? 

 



 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Correct, 

but that is why I say we need to have a more measured, comprehensive approach to the budget 

process, because there is resources which are available for use across the group, and obviously 

decisions have got to be taken where better deployed, given the pressures and various 

manifesto commitments etc. 

 

Darren Johnson (AM):  Yes, because plus the commitment to reduce the precept by 10%, 

which makes things even less flexible, I would have thought, given where things have been, that 

puts a huge amount of pressure on you in terms of assembling a viable budget. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Yes, so it 

is an extra factor to be factored in.  I would say at the outset of this year’s budget, even though 

the commitment is to reduce it by the end of the mayoral term, the commitment is also for 

reduction each year, and therefore we do not have any certainty of funding in year 4.  We need 

to factor that commitment in from the outset. 

 

Darren Johnson (AM):  We can see that the revenue budgets for youth and skills, 

environment, climate change and so on are falling, and you confirm that a lot of these are 

funded also by the European funds and the London Green Fund.  What information can you 

give about the role of these over the next few years? 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  Well, there is 

still some scope within the Green Fund for an additional Urban Development Fund (UDF) to be 

considered, and that is something that the London Green Fund Board is actively looking at.  

That potentially is about £12 million spare in the Joint European Support for Sustainable 

Investment in City Areas (JESSICA) fund.  There are new European bidding rounds that the GLA 

is making, which potentially become a replacement for some of the funding as programmes fall 

off.  Clearly we are looking to maximise those resources. 

 

Darren Johnson (AM):  Are there any additional sources of funding, external funding, that 

you are examining as well? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  The GLA, 

as I say, has been provided with an extra £70 million of Growing Places funding, and what the 

London Enterprise Partnership (LEP) will be looking at, how can that be used to lever in other 

funding or, in a way, be used to do investments that sort of revolve or recycle.  So the GLA will, 

I think, continue to increase its focus on what other sums it can leverage or what it can get a 

payback from. 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  In particular, 

our capital receipts programme becomes increasingly important, based on the settlement Martin 

[Clarke] described.  Anecdotally, the receipts that are coming in so far are actually exceeding 

the forecasts we previously had, so there is some good news around that. But clearly we need to 

ensure that we can continue to generate receipts and optimise the value of the Authority’s 

assets to help support the capital programme. 

 



 

John Biggs (Chairman):  One piece of housekeeping is that I understand that the Government 

has done this revenue capital switch.  Now, the Assembly Members who were here before the 

election will have signed up, willingly or otherwise, to a budget which did not include that, and 

there is a new budget for the GLA which has been republished and which we need to get a copy 

of, I think.  I think it is not on the web currently, but it does clarify this.  The plus side is greater 

revenue freedom; some of the pressure of the minus side is enormous pressures on capital 

budgets.  Can you just tell us a bit about that, the consequences for capital funding for 

regeneration, for example? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  The 

Mayoral commitments in respect of regeneration is to provide £221 million and I think that is 

already covered, and the source of that is the existing funding that has been agreed for the 

Riots Recovery Fund, the Outer London Fund and the £20 million the Government provided in 

extra support, and in total for those regeneration funds, that totals £120 million.  In addition, 

part of the arrangements that were agreed with the London boroughs to secure was, when that 

estimate was made, £60 million of matched funding, taking it to £180 million, and then the first 

round of Growing Places fund money was £41 million, giving a total of £221 million.  So when 

you come to regeneration funding, there is a mayoral commitment to provide £221 million, and 

as I say, that has already been provided and planned and covered. 

 

John Biggs (Chairman):  But the profile fund of that spend is going down over the next 

three years quite considerably. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  The 

original profile was sort of quite aggressive to get it delivered over a two-year period.  As the 

delivery plans are coming in, I expect to see a much more even spread of expenditure over the 

three-year period.  It is a profiling issue.  The actual settlement though does show a significant 

reduction in capital funding year three, but that was because the settlement also includes the 

money to do transformation on the Olympic Park, and that is expected to be delivered over the 

next two years.  So when you look at the funding settlement, you see a drop, and that is what 

drives it, and when you see budget plans, the drop was the original plans were part of delivery 

on these regeneration funds. 

 

John Biggs (Chairman):  If I was an optimist - and maybe I am an optimist - I would say that 

the current budget tells us that in years two and three, life gets pretty tough in terms of capital 

spending, but any decent Mayor - and we clearly do have a decent Mayor - would be banging 

his shoe on the table or whatever else he needs to do to ensure that that problem was overcome 

and that we secured additional capital funding for regeneration in those later years.  Is that a 

sort of game plan that you would recognise? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Well, yes, 

and you could say that getting the £70 million of Growing Places funds, which was not in the 

original numbers, is evidence related to that. 

 

John Biggs (Chairman):  A step in the right direction. 

 



 

Martin Clarke (Executive Director of Resources, Greater London Authority):  But I do 

not know what plans there are yet, what that £70 million is going to be spent on. 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  It is perhaps 

just worth clarifying capital and revenue for the Committee.  Having more revenue resources is 

giving the GLA more flexibility.  We could choose to transfer revenue resources into capital, 

whereas capital resources cannot fund revenue.  So the outcome of the final announcements 

from the Government before the end of March was actually helpful in increasing our flexibility 

between revenue and capital. 

 

John Biggs (Chairman):  If we are happy to move on, we welcome Nick Rogers and 

Annabel Cowell.  I think we will start with Nick, saying a little bit about Metropolitan Police 

Service budgets and Joanne [McCartney] will then lead the questioning on this. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Thank 

you, Chair.  My understanding was as we have new Members, it would be useful just to give 

some overview of what the shape of the Metropolitan Police Service is.  We look at it very 

slightly differently than the way it appears in your papers in terms of our funding, so we have a 

£3.6 billion gross revenue expenditure, and whereas in your numbers I think you look at all the 

Government grant and then other stuff, we split the Government grant between general and 

specific and so we talk about having a £2.6 billion Net Revenue Expenditure (NRE) which is 

funded £1.9 million by the Government and £700 million, give or take, by the Greater London 

Authority or the Mayor.   

 

The other £1 billion that sits on top of that between the Gross Revenue Expenditure (GRE) and 

the NRE is split between specific grants and other income and the areas that are funded 

through that are counterterrorism, royalty protection.  At the moment the Olympics, and on the 

income side things like our contract with the Palace of Westminster, work with TfL on safer 

transport, work we do at the airports where BAA and London City Airports are required to 

provide us funds for security and also local authorities through match funding and other 

agreements, and on top of that other things like football club income and so forth.  So that is 

where our funding comes from.   

 

In terms of how we then spend that we divide our operational side into three parts; so we have 

territorial policing, the new command, which was a merger of two other previous ones which is 

Specialist Crime and Operations (SC&O) and then we have Specialist Operations (SO) which is 

the specialist operations security arm.  At the moment we also have a small Olympics command 

that has its own independence at the moment for obvious reasons.  That makes up about 75% 

of our budget which is directly allocated to those.  The other 25% is then spread across the 

support functions like my Department of Resources, DOI, the media, the Deputy Commissioner’s 

portfolio and the Mayor’s Office for Policing and Crime (MOPC). 

 

John Biggs (Chairman):  Could you talk a bit more about the pressures you are facing 

because I think that is where we want to ask our questions. 

 



 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Where 

we then get to on that is that at the moment we have a balanced budget of 2012/13 and then 

we have a growing budget gap for 2013/14 of £148 million and 2014/15 of £232 million.  

These are the current positions. 

 

Valerie Shawcross CBE (AM):  £148 million?  The budget gap was £148 million? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  For 

2013/14 we currently have an unspecified budget gap of £148 million and for 2014/15 

£232 million. 

 

Joanne McCartney (AM):  There are very large budget gaps still remaining and the Deputy 

Commissioner told this Committee previously that most of the savings will be made in that 

2013/14 financial year.  You say at the moment you have a balanced budget but that is only if 

you make savings this year and how are you going to cope with next year when that budget gap 

is significantly worse?  “Are you on track?”, is what I am asking, really. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  At 

present we are commencing a major piece of work for that change.  We are looking at Met 

Change, which is led by the Deputy Commissioner which he is looking at over the next four or 

five months.  He is trying to put together an operational model to deliver those savings as we go 

forward. 

 

Joanne McCartney (AM):  Are you on track to deliver the current savings in this financial 

year? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  To 

deliver this year?  Yes. 

 

Joanne McCartney (AM):  You are on track with that.  OK.  To deliver the savings, because 

you have a 7% revenue grant cut next year, we have been told before that you need a 

fundamentally different approach to service delivery.  Can I just ask you what sort of things you 

are looking at? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I think 

that is really a question for the Mayor and the Commissioner on Thursday for the Police and 

Crime Committee.  We are in the process of considering various things but we are not at a stage 

where I can say, “This is what we are considering, this is what we are not considering”.  We are 

at the stage of, “What could we consider at the moment?” 

 

Joanne McCartney (AM):  Within those considerations, are you protecting officer numbers, 

for example? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  The 

priority is certainly to try to protect officer numbers, particularly in local policing. 

 



 

Joanne McCartney (AM):  I suspect you are then looking at making major savings in support 

services.  Is that correct? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We 

would be, yes. 

 

Joanne McCartney (AM):  As well as estates? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We 

would certainly be looking at estates to control costs, if that is the choice, yes. 

 

Joanne McCartney (AM):  Can I ask you, at the moment on your assumptions, do you think 

you will be able to meet those budget gaps? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I cannot 

answer that question at the moment.  The work is in progress.  I am sure we will but I cannot say 

that to you. 

 

Joanne McCartney (AM):  You received £90 million from Government, has there been any 

indication that they are likely to give you any further funding next year? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I am not 

aware of any. 

 

Joanne McCartney (AM):  You are not aware of any.  Are any negotiations happening, that 

you aware of? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Not that 

I am personally aware of but that is not to say they are not going on. 

 

Joanne McCartney (AM):  You talked a little earlier about the various commands and you 

mentioned the counterterrorism command, an area that has a great deal of specific grant for the 

Metropolitan Police Service and the Home Secretary is talking at the moment about the 

possibility of hiving that off.  I am just wondering, what implications that would have on the 

Metropolitan Police Service budget. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  It is very 

difficult to say until we know the details. 

 

Joanne McCartney (AM):  Would it have an effect on other parts of the Metropolitan Police 

Service budget, as opposed to just counterterrorism? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  It could 

have, depending on how it is done, if it is done even, I should say, because obviously it is just 

for consideration, as far as I understand it.  I do not think any decision has been taken one way 

or another. 



 

 

Joanne McCartney (AM):  Can I just finally ask you, the Mayor has made certain manifesto 

commitments; how far down the line are you to factoring all those into your budget 

assumptions and planning? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Some of 

them are factored in, some are not.  We still have to get clarity.  We are obviously waiting on a 

new Deputy Mayor and hopefully the Police and Crime Committee will be approving the 

appointment on Thursday and then we will enter discussions to try and get some clarity around 

how quickly we want to deliver the ambitions. 

 

Joanne McCartney (AM):  What timescales are you looking at? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I 

presume we will be building them into this change process to try and make sure that they are 

built into our future plans. 

 

Joanne McCartney (AM):  Could you just tell me briefly which manifesto commitments you 

have factored in to date. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I could 

not tell you the detail, no. 

 

John Biggs (Chairman):  In the absence of a Deputy Mayor for Policing the Mayor is currently 

the Police and Crime Commissioner, is that correct? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  It is 

correct, yes.  Well, he is the Police and Crime Commissioner regardless of whether there is a 

Deputy Mayor. 

 

Richard Tracey (AM):  I realise that you could not give Joanne great detail about how you 

were going to deal with the Mayor’s manifesto commitments, but there is one thing that was 

around before the manifesto and that is the question of the recruitment of Police Community 

Support Officers (PCSO) where I think there is a serious shortfall across a number of the London 

boroughs.  How is that going on?  I mean, you must know how you are funding it; how quickly 

are we going to see those PCSOs within our borough forces? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We are 

looking to bring in a small number before the Olympics and the balance as soon after the 

Olympics as we can. 

 

Richard Tracey (AM):  So, that is still on course?  I had been told in one of my boroughs, 

certainly June for some of them, and then probably September/October for the others.   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  That is 

correct. 



 

 

Richard Tracey (AM):  So, that is still on course.  Yes, good.  Estates also was mentioned and 

indeed I seem to recollect you and I, Chairman, debated this matter of police stations on a 

politics show, wasn’t it, about nine or 12 months ago?  I mean, clearly the Metropolitan Police 

Service recognises that a very large number of police stations, probably in excess in all honesty 

given the current needs and people getting in touch with the police by phone or by email rather 

than visiting a front counter.  How is that going?  When I was on the Metropolitan Police 

Authority (MPA) it seemed incredibly slow progress to make the savings that surely must be 

available with police stations. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We have 

a list of properties that we are working on disposing where there are no public access 

considerations and we are generating about £40 million worth of receipts a year from disposal of 

property that we no longer need but we are very sensitive to the public access debate which I 

think is still to be finalised. 

 

Richard Tracey (AM):  Yes, of course, but I seem to recollect from some of the research that 

the public themselves were saying of course they do not go into police stations as much, they 

do communicate by phone and by email, as I said earlier.  There seemed to be a considerable 

surplus of some of these buildings around.  I think it is two or three times the number of 

stations compared to 32 London boroughs. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  That is 

true.  I cannot really say more than that. 

 

Richard Tracey (AM):  The last thing, was Anne McMeel your predecessor?   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Anne 

[McMeel] was my predecessor. 

 

Richard Tracey (AM):  When she was in front of this Committee about a year ago, to put it 

meaningfully, she sounded a bit sniffy about shared services.  Are you any more convinced of 

the value of shared services across the GLA, because clearly that is an area where we can see 

considerable potential savings? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I am 

open to considering shared services.  I think it is making sure that they are the appropriate ones 

and there is actually genuine benefit coming out of them.  I think there is a lot of work to be 

done with a sort of shared approach to procurement which is not quite the same as shared 

services.  So, whether we physically need to sort of having one department doing X because you 

still have to do it across all the business groups, as opposed to making sure that we are getting 

best value for money when we buy things, I think that is ongoing. 

 

Richard Tracey (AM):  Do you accept the principle of shared services across the GLA family?  

It seemed to us, I think, at the time that there was talk about sharing services within the 



 

Metropolitan Police Service (MPS) but the very idea of sharing services across the GLA family 

was a bit suspect to your predecessor. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I do not 

think it is a problem to us.  I mean, we are happy to consider things that make things better for 

the MPS and obviously our priority is to provide total policing for London and to reduce crime 

and if shared services assist us in that then we would certainly consider it. 

 

John Biggs (Chairman):  Just to bring this down to some hard numbers, which is what the 

Budget Committee worries about, over the next two years you are going to have to achieve 

savings of the order of £600 million against the current year’s budget by 2014/15 that is, which 

is pushing towards 20%.  It is the high teens per cent of savings.  In order to achieve that you 

have already signalled that there are a number of areas where you will need to look for savings, 

including support services, including estates and others and you are sort of nodding; that is the 

case? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Yes.   

 

John Biggs (Chairman):  I do not want to tread on the toes of the Police & Crime Committee 

which we will burrow into in greater detail, but currently the impression I get is that there are a 

number of fairly urgent decisions that need to be made about these resources and there is a bit 

of a vacuum there in terms of decision-making.  Now, maybe that is above your pay grade 

because you do what you are told basically from the finance side of it, but the Mayor is now in 

charge in the absence of a Deputy Mayor and you are in a temporary position, according to your 

name badge, is that right? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Yes. 

 

John Biggs (Chairman):  So we are waiting to decide whether you or someone else fills that 

post permanently. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Correct. 

 

John Biggs (Chairman):  Big critical decisions need to be made on a very tight timescale, I 

guess, in order to hit the targets.  You stated with benign confidence that this is going to 

happen.  I think you stated that very clearly for the record.  Do you see there being big 

challenges in achieving that?  It is a very easy question. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I think it 

is clearly a challenging target.  I think that we have put a process in place that hopefully will 

propose a solution to those challenges over the summer and in this budget round but, yes, it 

clearly is a big challenge. 

 

Valerie Shawcross CBE (AM):  Well, it is a big issue, isn’t it?  What I could not quite 

understand there, Nick, was you were talking about the Commissioner leading the planning to 

meet the savings gap for next year, £148 million, but right across the public sector the practice 



 

usually is if you can see a great big savings gap coming this far in advance you start a 

programme of savings earlier because the sooner you start the savings the more likely you are to 

be able to deliver closing the budget gap.  I did not get any sense from you of what you were 

saying about what actions are being taken now to get ahead of this issue because if it is all 

saved until January/February then it is going to be too late in many ways. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  There are 

significant programmes already ongoing.  I mean, we are not starting from scratch, so the 

Capital Real Estate programme has been going on for a number of years and has plans in place 

to try and continue to remove surplus properties and make the properties we have more 

efficient. 

 

Valerie Shawcross CBE (AM):  Is the £148 million gap that you mentioned net of savings 

which are already identified and planned?   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Yes. 

 

Valerie Shawcross CBE (AM):  Right.  So, in terms of saving the £148 million, are there short 

term strategies to get ahead of that by doing something now? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  What we 

are doing now is trying to have something ready to go straight after the summer once the 

Olympics are done that we can then start to deliver ready for next year. 

 

Valerie Shawcross CBE (AM):  So, post Olympics what would you be doing? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I do not 

know yet; that is part of the planning process -- 

 

Valerie Shawcross CBE (AM):  You do not know? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  The 

planning process at the moment is to come up with the road map for how we close those gaps. 

 

Valerie Shawcross CBE (AM):  So, when does planning, the urgent action after the Olympics, 

hit its deadline?  When will you know what the plan is for starting these early savings? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I think 

the aim would be that come October we will have a better road map. 

 

Stephen Knight (Deputy Chair):  I want to explore a bit more this funding gap because from 

the figures in front of me it looks like the total budget is going to be £314 million next year 

then this year, of which you have found about half those savings already and the £148 million is 

what you still have to find.  Is that right? 

 



 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I am not 

quite following your numbers. 

 

Valerie Shawcross CBE (AM):  It is the same question as I asked really about giving us a net 

figure. 

 

Stephen Knight (Deputy Chair):  So, basically you have £314 million savings to find from this 

year to next year.  Half of that has been found and the £148 million is what you have left to 

find.   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Yes. 

 

Stephen Knight (Deputy Chair):  I wonder if you can tell me roughly what proportion of the 

MPS budget is staffing costs. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  76%, I 

believe. 

 

Stephen Knight (Deputy Chair):  76%.  Of the savings, the £150 million to £160 million odd 

of savings you already have in place to help deliver the budget next year, what proportion of 

those savings are staffing related versus, say, property or -- 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I do not 

have that to hand.  I am sorry. 

 

Stephen Knight (Deputy Chair):  Would you expect it to be something akin to 75%, given 

that is where the budget is? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I do not 

believe it is.  I think we have tried to focus on the inanimate side of things, so property savings 

and so forth. 

 

Stephen Knight (Deputy Chair):  So, the savings that have already been put in place around 

property and -- 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I mean, 

they are across the board -- 

 

Stephen Knight (Deputy Chair):  They are across the board but they focus on the non-

staffing budgets. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Or on the 

support staff, so there would be on support staff and operational support staff. 

 

Stephen Knight (Deputy Chair):  Or on support staff.  So, now you have the task of finding 

the other half of the savings.  You have sweated the support staff, you have sweated the 



 

property, two-thirds of your budget is staffing anyway, is there any realistic chance that you can 

find another £148 million without cutting staffing budgets? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I think 

there will be pressure certainly on support staff and operational support staff and also we are 

reviewing, can we do more about grading and so forth. 

 

Stephen Knight (Deputy Chair):  Sorry, grading? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  So, can 

we restructure to have lower grades managing low grade activities.  So, can we stretch the 

support systems?  I am not explaining that very well. 

 

Stephen Knight (Deputy Chair):  OK, so it is a sort of promotion freeze type exercise? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Well, not 

promotion freeze but by restructuring because we try to actually have a design. 

 

Stephen Knight (Deputy Chair):  OK.  When do you have to make these decisions?  I mean, 

really the timescale in order to get these savings in place for the next financial year you need to 

have them by October, you need to make these decisions? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We need 

to have a direction of travel by October.  I think we have -- 

 

Stephen Knight (Deputy Chair):  If you are going to have any hope of finding that level.  

OK. 

 

John Biggs (Chairman):  The direction of travel will partly be set by the budget guidance 

which I assume Martin [Clarke] and David [Gallie] are drafting as we speak and I think 

collectively we are probably a bit worried that there is this big gap.  You are not going to be 

clear where you are going until October but your guidance needs to be informed by -- their 

understanding of what that guidance can really say.  Can you help us with this, Mr Clarke? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  As I said 

when we were talking about the GLAs, discussions are going on at the moment with the Mayor’s 

Office with a view to getting the budget guidance settled in approximately a month’s time.  It 

has to be comprehensive, it has to pick up all the manifesto commitments, it also needs to set 

out a realistic strategy that can be delivered.  So, there will be a very clear statement of what 

the Mayor will be seeking to achieve in about a month’s time and I think in your July meeting 

you are down to meet the Deputy Mayor and Chief of Staff to go through that. 

 

Joanne McCartney (AM):  I want to follow up a little bit about what Dick [Tracey] and Val 

[Shawcross] were talking about with estates.  Certainly when we questioned the Commissioner 

before the election he said that he was going to put the estates on hold until after the election.  

I notice that in response to a written question to the Mayor that came through last night that he 



 

has pledged to replace every front counter that was closed with an alternative.  He is now saying 

he is going to promise one 24-hour police station per borough, so he does not seem to be 

repeating that pledge that he made previously.  I am just wondering, has that been conveyed to 

you, and are you looking at more receipts from front counters and police stations in your 

planning? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I was not 

aware of that change so, no, that is not yet brought in. 

 

Joanne McCartney (AM):  The other question I want to ask is about outsourcing services.  We 

have had, for example, Surrey looking at outsourcing huge swathes of its policing functions 

which they have currently put on hold and I am just wondering, is that something that you have 

been asked to look at as well?   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I think 

we were asked to consider it when we are looking at radical options but I think realistically 

outsourcing takes a number of years so I think if it solves anything it will be for the future.  I 

would also highlight that we actually outsource quite a lot already.  We already outsource 

information technology (IT), we already outsource facilities management and transport 

maintenance etc.  So, we actually have quite a lot of outsourcing already. 

 

Joanne McCartney (AM):  Surrey was looking particularly at outsourcing what we would think 

of as normal policing functions.  Is that something you have been asked to look at? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We have 

not got to that stage yet. 

 

Gareth Bacon (AM):  Mr Rogers, in your introduction you broke down considerable parts of 

the budget and where the funding comes from and the Chairman and colleagues have outlined 

the substantial savings that you need to make and other colleagues have talked about the 

budget gaps over the next couple of years.  I am quite interested in what is known as the other 

income that you touched on, which I believe you said covered things like counterterrorism and 

royal protection and such like.  Am I right about that? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  They are 

split between the specific grants and then there is other income as well which is the royal 

protection. 

 

Gareth Bacon (AM):  The other income that the MPS receives has declined slightly over the 

last few years but it is set for the next two years at £29 million, isn’t it?   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I would 

have to check, but I will take your word for it but that sounds about right, yes. 

 

Gareth Bacon (AM):  Are you confident of that estimate, that it will stand there?  The reason I 

am asking the question is that a large amount of that money comes from London boroughs, 



 

doesn’t it, and London borough funding is falling.  Really I want some assurance from you that 

you are confident on that and the reason for that of course is that with budget gaps at the 

moment and with substantial savings that need to be found, relying on income that may or may 

not be steady could create more problems in the long term.  So, are you confident that it will 

stay where it is? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I think it 

is from a variety of sources and most of which we are reasonably comfortable with and we do 

have contracts in place with local authorities.  It is a constant churn.  We tend to have two to 

three-year agreements; a number of those have only just been signed so they would last across 

this agreement but there will be a small number which are due to be renewed and obviously it 

depends on the local authority but we will work with them to continue those agreements. 

 

Gareth Bacon (AM):  You said that some of it comes from football clubs and the policing 

involved with the matches and things like that and I cannot see that income tailing away too 

much, but the London borough one does interest me.  What proportion, roughly, do the 

councils provide of the other income? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Sorry, I 

do not have that to hand.   

 

Gareth Bacon (AM):  Would it be possible for you to let the Committee know going forward 

because certainly to me, Chairman, that seems to be the most substantial risk within that.  In 

terms of setting that budget at around £294 million, has sufficient flex been put into that 

budget to take into account the variations that you have just referred to over the contractual 

known terms that you have? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We 

would normally manage on the grounds that if the income goes away we remove the service.  

So, the cost base automatically adjusts itself to that loss in income. 

 

Gareth Bacon (AM):  Are the services that you are providing for that done on a cost neutral 

basis? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  That is 

our aim. 

 

Gareth Bacon (AM):  That is your aim.  Is that what happens? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Well, 

there are some, for instance, match funding where actually it costs us because we are providing 

part of the costs and in fact we would make a slight gain if we did not do the match funding.  

 

Gareth Bacon (AM):  So, on that basis then the risk is minimal; is that a fair assessment? 

 



 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I hope 

so.  I mean, it is very difficult for me to answer that but of all our problems that hopefully is one 

of the smaller ones now. 

 

Andrew Dismore (AM):  I think you mentioned the point about earmarked money, about 

£1 million including, for example, counterterrorism.  Have you factored in the Government’s 

proposal that counterterrorism might be moved away from the Metropolitan Police Service into 

this new super-duper FBI-type organisation they are planning? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Well, we 

cannot at the moment.  I think I did speak to that earlier on.  I think we await the discussions to 

take place and we will obviously fight our corner to make sure that it does not have a negative 

impact on us.  One would presume that it would be a basis of taking resources as well, so our 

space would reduce accordingly, but it is very difficult to know without the detail what that may 

or may not mean to us but obviously we will very robustly try to make sure it has minimal 

impact. 

 

John Biggs (Chairman):  There is no formal proposal at present for that though. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  No, 

absolutely not.  It is just a, “We will look at it post Olympics”.  It was not in the original National 

Crime Agency (NCA) brief, I do not believe. 

 

Andrew Dismore (AM):  Because that would have a knock-on effect on core costs as well, 

wouldn’t it? 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  It could 

well do, yes. 

 

Andrew Dismore (AM):  The other question I was going to ask you was about capital receipts.  

It is not a very good time to be selling property, is it?   

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  We take 

the view that we are not in the property market.  We are not in the property profit business, so 

to speak.  We aim to sell, as best we can, when we are able to because otherwise it could get 

worse, would be the answer.  Who is to say that today’s market is worse or better than next 

year’s will be? 

 

Andrew Dismore (AM):  There do seem to be a lot of empty former police stations lying 

around that have not been sold for some considerable time. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  I do not 

actually believe that is the case.  I think there may be empty police stations but I do not think 

they are actually ours anymore.  I think they have been sold to other people.  We have a number 

that will be for sale this year, I believe, but there are not a large number of empty police 

stations.  I could be wrong but I do not believe that is the case.  Not that we still own. 



 

 

Andrew Dismore (AM):  I think I know of one that has been on sale for some considerable 

time. 

 

John Biggs (Chairman):  Of course at the risk of there being a fire sale, if you like, but 

reducing receipts is a risk that you need to be alive to. 

 

Nick Rogers (Temporary Director of Resources, Metropolitan Police Service):  Yes, I 

mean, we tend to take a measured approach to sort of gradually releasing the estate. 

 

John Biggs (Chairman):  We will move onto the next section which is about the LFEPA 

budgets.  I think Alison Ross is going to give us a few introductory comments about the 

pressures on your budgets I think.  I do not think you have been to our Committee before, so it 

is like a stroll in a summer meadow.  So, welcome. 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  LFEPA’s position is one of comparative uncertainty over future funding, so as you 

know Comprehensive Spending Review Government announced 25% real terms cut in Fire 

Service funding and that was against the 2010/11 base position.  The Government’s intention 

was to backload the reduction to the second half of the spending review period which is 

2013/14 and 2014/15.  So we do not have our funding beyond that point.  We actually will not 

know what our funding will be for 2013/14 or 2014/15 until late autumn of this year.   

 

In terms of the Comprehensive Spending Review in the first year of that we received a 3% grant 

cut and then we had a small increase of 0.2% in 2012/13 and we do not know how those 

reductions in the last two years will pan out.  We do not know if we will be expected to play 

catch-up on that fairly good settlement.  We do not know what the impact of business rates 

retention will be because we are going to be part of that scheme.  We do not know if we will be 

part of a GLA grant or a fire service grant.  We talked about council tax benefits localisation and 

how much that would impact on the precept and therefore could potentially impact on LFEPA.  

Also, the Government announced real terms cuts but we do not know what “real terms” means 

in cash terms. 

 

John Biggs (Chairman):  We might all pack up and go home then, there is so little we know. 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  In terms of perhaps budget risks over the period obviously pensions, there might 

be inflationary pressures; we also have uncertainty over capital funding.  This year we get a 

£7.6 million capital grant from Communities and Local Government (CLG), but CLG have 

changed the system and introduced an element of bidding to the process, so we will need to bid 

for our capital allocation for the next two financial years.  We do not know how much CLG 

intends to award through these business case bids and how much will continue to be allocated 

on a more pro rata basis. 

 

A number of you are, or have been, LFEPA members and a number of you will be.  We will not 

be reconstituted as an authority with authority members until 21 June so I do not know my 



 

forward programme in reality what my committee structure will be going forward and subject to 

that new committee structure and a forward programme I can tell you what my timetable has 

previously been and from what I have heard today we are going to get budget guidance in June 

and then I would expect to do a budget submission from LFEPA to the Mayor in November and 

then continue through the Mayor’s budget process.  Normally LFEPA sets its final budget in 

March. 

 

That is all I really wanted to outline about our position. 

 

John Biggs (Chairman):  Yes, we know nothing.   

 

Andrew Dismore (AM):  Well, that is quite a long list of known unknowns, isn’t it, to quote 

Mr Rumsfeld [Donald Rumsfeld, former United States Defense Secretary].  Can I ask you one or 

two specifics.  First of all, are you going to get the £30 million back? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  Well, your 2013/14 budget shows the precept being rebalanced.  It does show the 

£30 million returned to LFEPA. 

 

Andrew Dismore (AM):  At what stage in the last budget cycle did you know you were going 

to lose the £30 million?  How late in the day was it? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  It was not late in the day; you consulted us on it, didn’t you? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  It was 

agreed politically quite early.  I think officers might have known later in the day but I think 

politically it was agreed. 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  But it was factored into our budget submission.  All functional bodies’ statutory 

finance officers had to do a statement of the adequacy of the reserves as part of the November 

budget submission and we considered that then and you consulted.  There was a letter 

consulting LFEPA on that position and the £30 million reserves were factored into our budget 

plans in terms of being retained as a hedge against the last two years of the financial 

settlement.  So, I think you had mentioned we were going to have to look across the group 

more in terms of how the budget gets managed.  But again, I cannot comment in too much 

detail because I await reconstitution of my authority in June. 

 

Andrew Dismore (AM):  Can I ask about the reserves?  Your projected reserve I think is in the 

region of £11.9 million which I reckon is around 2.5%. 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  It is. 

 



 

Andrew Dismore (AM):  How does that fit with Chartered Institute of Public Finance and 

Accountancy (CIPFA) guidelines on the reserves? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  CIPFA does not actually give a percentage figure in its guidance on reserves.  It 

says it is for each statutory financial officer to make an assessment in terms of the overall 

financial context, level of provisions, insurance cover.  Every year, as I mentioned, we do review 

the adequacy of reserves and we go through and we do risk assessment.  We put a financial 

value on all the possible corporate and local risks that we might face and determine what we 

think would be a reasonable level of reserves.  In November that assessment we said 2.5% 

reserve. 

 

Andrew Dismore (AM):  What figure do you put on the risks of AssetCo? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  I do not think I would want to comment on any specific elements of risk valuation. 

 

Andrew Dismore (AM):  This also runs into the question about capital really, doesn’t it?  

Because I think AssetCo is supposed to replace the fleet in the not too distant future.  Am I 

right? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  Yes. 

 

Andrew Dismore (AM):  Which is a substantial capital investment.   

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  The arrangements for our fleet provision are a Private Finance Initiative (PFI) 

arrangement. 

 

Andrew Dismore (AM):  Yes, with AssetCo. 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  Yes, that is correct. 

 

Andrew Dismore (AM):  I think it is common knowledge the problems that AssetCo has been 

having, isn’t it?  I do not think it is a great secret.  The big question for AssetCo and LFEPA will 

be has AssetCo got access to the resources it needs to replace the fleet through the capital 

expenditure involved?  That is a fair question, isn’t it?  So, my question is, first of all, replacing 

the fleet is going to be a substantial capital investment by somebody, AssetCo, or somebody 

else, correct?  Yes.  We do not know whether AssetCo actually has the resources because it has 

been funded on a day-to-day basis, as it were, by the bank or kept afloat by the bank on a day-

to-day basis and whether the bank is going to be prepared to underwrite that, do we? 

 

John Biggs (Chairman):  I think we potentially have a problem here which is that as I 

understand it there are various legal issues which would make it difficult for us to discuss 



 

anything but at a cursory level on the finances around AssetCo, but I think you have identified 

properly that there is an area of risk here which needs to be taken account of by LFEPA in 

drawing up its budgets.  Is that a fair description? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  Yes.  Again, we will be reviewing and if necessary changing our position on the 

adequacy of reserves and the minimum reserve level we need in the general reserve. 

 

Andrew Dismore (AM):  I was not trying to probe detailed figures, Chair, what I was trying to 

identify was that there was a risk in two different directions here.  One is in relation to capital 

expenditure, and you mentioned the bidding round and the risks if there are problems with 

AssetCo, as has been in other authorities - I think Lincolnshire have dumped AssetCo, what 

would happen if the Authority itself had to pick up that issue.   

 

Secondly, the question of the impact on reserves and the consequences of that.  It is a long 

time since I was in local government -- 

 

Valerie Shawcross CBE (AM):  The other risk is that they would have to extend the lifeing 

policy. 

 

Andrew Dismore (AM):  Yes.  It is a long time since I was in local government and people 

used to look around 5% for reserves in those days.  Perhaps I could also ask more generally on 

budget pressures, I mean, we have a very open account that you have given us here of the 

known unknowns which makes it very difficult to plan forward for the fire plan.  What sort of 

things do you think are likely to happen?  Will you be able to preserve front line fire stations 

and the number of fire fighters and appliances? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  We will be doing a new London Safety Plan which is our integrated risk 

management plan and that says: 

 

 “The two key elements of that plan will be to maintain the service’s current focus and to 

further improve the safety of London and Londoners.  A fifth London Safety Plan is in 

development which will be in place for the start of the 2013-2014 financial year.  That 

plan will set out the Authority’s proposals for maintaining operational cover and 

resilience in a challenging financial context.” 

 

Andrew Dismore (AM):  Well, that is not really answering the question, is it? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  I would say until we have reconstitution of the Fire Authority I am not in a 

position to comment.   

 

John Biggs (Chairman):  I guess another part of this then will be the budget guidance which 

will be coming from the Mayor’s office which will be informed by their confidential, I suppose, 

discussions with you about the pressures on the budget. 



 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Exactly.  

Chair, it goes to the Metropolitan Police Service and the Fire Authority.  The guidance is not 

going to treat these organisations in isolation.  It as much a challenge for the Mayor and 

Assembly as for the individual organisations and we will make sure that it is covered in the 

guidance.   

 

One particular area which might need further comment is on the adequate level of reserves.  As 

Alison says that is advice that has to be provided by these organisations, Chief Finance Officer, 

what is the right level and each Authority has to come to a view.  The only thing I will highlight 

is I think if I was in London borough I would generally, in the general sense, look for a higher 

level of general reserves if you are a precept in Authority because we do not have the same risk 

on the income side.  We do not have the risk.  So, for the GLA’s precept the boroughs have to 

pay it over and that is why for a percept in Authority, subject to considering special 

circumstances, it is appropriate to have a lower level than you would generally see for a billing 

Authority.   

 

Andrew Dismore (AM):  I understand that particular point, but my concern is that you have 

reserve of around 2.5%, and I think you agree that figure, and my concern is that there are a lot 

of potentially very serious risks, not to income but in relation to the maintenance of the fleet, 

the capital investment in the fleet, and also other things.  I mean, what happened with control 

the other day.  Something has to be done about that.  So, I am concerned that there may well 

be emerging challenges to the authority where that reserve is not going to be enough. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  I think 

there is no difference in that the actual Authority will need to come to a view as part of its 

budget development process; what level of reserves are adequate and the guidance will point 

out that duty by the Authority. 

 

Valerie Shawcross CBE (AM):  Just quickly.  Obviously turning the recruitment tap on and off 

is one of the biggest levers of control that the Fire Authority has over its expenditure and its 

budget.  What is the current situation?  Is the Authority recruiting and training fire fighters? 

 

Dave Brown (Assistant Commissioner, Metropolitan Police Services):  There are fire 

fighters currently being trained.  In terms of whether we continue to have a steady flow of 

trainee fire fighters through or not, that is a decision that is being discussed at our corporate 

management board this week. 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  One of the key factors at the moment is, as you know, we have outsourced 

training and that means we actually have quite a lot of the operational officers who were 

previously trainers.  Some of them have been seconded to the new provider but some of them 

are coming back into the organisation. 

 



 

Valerie Shawcross CBE (AM):  Sorry, I am talking about the fact that there is an actual 

turnover within the Fire Authority and if you do not recruit because of the retirement rate your 

staffing levels will go down.  So, the question is, are you recruiting? 

 

Dave Brown (Assistant Commissioner, Metropolitan Police Service):  We currently have 

run a recruitment campaign and as I say there are trainee fire fighters currently being trained at 

our training school.  Whether we continue to bring those potential fire fighters into the 

organisation is something that is being discussed at our corporate management board. 

 

Valerie Shawcross CBE (AM):  The corporate management board would be deciding for 

which period?  When would the next normal recruitment training period begin? 

 

Dave Brown (Assistant Commissioner, Metropolitan Police Service):  That is one of the 

things to be discussed and to decide whether there should be a steady flow of trainee fire 

fighters. 

 

Valerie Shawcross CBE (AM):  All right.  So, the current trainees finish in what, two months?   

 

Dave Brown (Assistant Commissioner, Metropolitan Police Service):  It will be staggered 

because obviously they enter our training school at various dates but there are a number of 

trainees there at the moment. 

 

Valerie Shawcross CBE (AM):  So, we were talking about whether we are recruiting or not in 

what, the September or October period now? 

 

Dave Brown (Assistant Commissioner, Metropolitan Police Service):  That would be one 

of the periods that we would be looking at, yes.  So, in terms of the London Safety Plan that we 

need to consider that is one of the things we need to factor in in terms of whether we continue 

to bring new entrants into the Service or whether we slow that down. 

 

Valerie Shawcross CBE (AM):  You might not be able to answer this question, but just if you 

can, in the average year what is the attrition rate, how many fire fighters retire or leave roughly? 

 

Dave Brown (Assistant Commissioner, Metropolitan Police Service):  I do not know.  I 

would be guessing.  It obviously varies but we do have an approach with our Human Resources 

Department who give us knowledge in advance so we can do proper succession planning.  I can 

find that out and get back to you. 

 

Valerie Shawcross CBE (AM):  OK, thank you. 

 

Richard Tracey (AM):  Chairman, I just wanted to clarify with the officers of LFEPA because in 

the last two years when I have been a Member of the Fire Authority there has been quite a lot 

of discussion on this matter of reserves and I do not know whether Andrew Dismore has yet 

been briefed by the Commissioner, and indeed by Sue Budden, the people with all the details on 

this.  As I recollect, back when Val [Shawcross] was the Chairman of LFEPA they ran up very 

high reserves, which I presume is what Andrew [Dismore] is arguing for, but then on the Fire 



 

Authority there was a lot of argument, particularly from our old colleague Mike Tuffrey [former 

Assembly Member] and I think probably from Darren [Johnson] too, that we should spend the 

reserves, reduce the reserves considerably.  Is that right, Darren?  Gareth [Bacon] would 

remember this too. 

 

John Biggs (Chairman):  If I could be helpful as Chair, the purpose of the Committee is not for 

Members to have conversations between themselves. 

 

Richard Tracey (AM):  No, no, but there is some clarification.  I mean, Andrew [Dismore] is a 

new Member of this Committee and I think that is an important point. 

 

John Biggs (Chairman):  If I can be helpful as Chair, I think the position is as follows, that 

regardless of any conversation in the past at the Fire Authority about the level of reserves and 

the reason for those this year in the budget meeting a one-off raid, if you like, of £30 million on 

the reserves was achieved by diverting precept from the Fire Authority, the Police Authority.  

The assumption we took was that that was a one-off.  The very clear guidance we had from our 

Finance Officer and from the Fire Authority Finance Officers was that the reserves that 

remained were a prudent level of reserves and they covered the risks of the eventualities that 

they saw in front of them.  I think that is really about as far as we have to go.   

 

Andrew Dismore (AM):  I am not particularly contending for any particular figure.  I am just 

questioning whether it is adequate or not. 

 

John Biggs (Chairman):  Whether there was a pressure to spend those sooner or later or 

whether it was imprudent or not was really a matter that was discussed as part of the budget-

making this year.  But I take it as implicit that unless LFEPA has some big structural underspend 

this year there is not further big leeway in its reserves for additional rates on those reserves in 

the future years, is that right? 

 

Alison Ross (Head of Corporate Finance, London Fire and Emergency Planning 

Authority):  That is correct.  Conventionally we would share our final out-term figures again 

with LFEPA members but I have no reason to believe that we will be -- 

 

John Biggs (Chairman):  Your moment of glory awaits you on the TfL budget so unless you 

have any monumental management -- 

 

Richard Tracey (AM):  Frankly, Chairman, and I do not want to dispute your ruling, but it does 

seem to me that this discussion we have just had is actually quite germane to whatever our 

offices write into a report from this Committee.  I think the views taken in LFEPA that the 

reserves were not being seriously decimated and, indeed, as I say, there have been arguments 

that they should be spending more considerably than they have been previously.  I think that is 

rather an important point, whether you think so or not. 

 

Darren Johnson (AM):  I do not want to rehash old arguments and defend positions and so 

on, but it was just a very quick question to Martin [Clarke].  Do you think that there is an 



 

opportunity for having anymore strategic approach to reserves and the use of reserves across 

the GLA Group as a whole? 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  Yes and 

no, I think is the answer to that.  I think the last two years we have attempted to do better and 

an example is there are reserves which LFEPA identified that were not required immediately but 

will probably be required for the back end of the spending review.  An early decision of last 

year’s budget strategy was to use them.  We will continue to look across the Group on its own, 

but in a way it has to be within the framework which each Authority, with their responsibilities, 

have to come to their own views on what are adequate levels of reserves.  I think in the past if I 

thought an organisation reserves were inadequate I would speak up and we would ensure that 

reserve movements, where the sensible are factored into budget-setting processes. 

 

Darren Johnson (AM):  One view is that the GLA Group, as a whole, obviously within that, 

require a certain amount of reserves across each of them and that some of them will require 

more in different years than others.  It is fairly a technical point which bank account those 

happen to rest in any one year, the more important point is has the GLA Group, as a whole, got 

enough reserves and a clear plan about where they are needed in particular years. 

 

Martin Clarke (Executive Director of Resources, Greater London Authority):  I agree 

with that, yes.  I think they are actually trying to put that into operation. 

 

Darren Johnson (AM):  A shared service in reserves though. 

 

John Biggs (Chairman):  We could have a conversation about this and perhaps it is something 

we can come back to another time.  We now move on to Stephen Critchley from TfL.  I think 

you are gong to start by telling us something about your impending pressures. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Yes, I just wanted to 

put out where our funding comes from.  The biggest area is fares and charging income.  If you 

look at the period from this year through to the end of our settlement in 2014/15, in three 

years, that is £13 billion, grants are just short of £9 billion, prudential borrowing is just over 

£1 million and other sources of income, such as advertising, property rental and development 

income are about £1.5 million, so that just sets in context how big those things are. 

 

Now our grant is determined by the Department for Transport (DfT) through the spending 

reviews.  We have a grant level and a borrowing limit level set to 2014/15, we do not know 

what it is beyond that so there is a degree of uncertainty.  If you look at what was published in 

the budget earlier in the year you will see that department spending drops further in 2015/16 

and again in 2016/17 compared with 2014/15, so if that were to apply we would get further 

reductions in grant.  I think it is important for all of us in London to make the best possible 

pitch for London and the infrastructure of London and the transport infrastructure of London in 

the next spending review. 

 

On the fare side, we have seen continued passenger growth despite a rather flat economy, 

particularly on the Tube, and we are forecasting for that to continue.  Clearly the global 



 

economic position remains frail, particularly in Europe, and it is possible that might affect 

London’s economy.  When we had a significant downturn in 2009 fares revenue recovered quite 

quickly, certainly quicker than we expected, but one should bear in mind that a 1% reduction in 

patronage costs us about £40 million, so there is a big slump if there were to be a turndown.  

One has to bear in mind that fares levels are a decision for the Mayor, has been thoroughly 

discussed through the mayoral election, the business plan assumption over the period to 

2014/15 is at RPI plus two, as you are fully aware.   

 

The other thing that particularly affects us is the delivery on our £7.6 billion efficiencies 

programme.  We have now secured over two-thirds of that £7.6 billion but there remains more 

to do.  We also have to bear in mind that we have to keep what we have secured there; the 

result was a tendency for people to want a little bit more, having reduced staff or increased 

efficiency.   

 

Finally, when it comes to timetable, we are planning to publish an updated business plan in 

December this year and we will adopt a new budget for TfL in March, as is our usual fashion. 

 

Richard Tracey (AM):  It sounds, from what you are saying, as though things are reasonably 

under control, frankly.  Despite the various worries about the state of the economy and so on, 

you sounded fairly confident in what you are saying, but if in Comprehensive Spending Review 

(CSR) you are hit by an unfavourable grant settlement, how prepared are you?  How is your 

contingency planning going to deal with such a situation? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I am reasonably 

positive.  Beyond 2014/15 we have already significant commitments beyond that year in terms 

of the continued upgrade of the sub-service railway and various major station upgrades.  The 

reason I am reasonably confident is these are shared priorities with Government.  Our settlement 

letter from 2010 includes an annex, which lists out milestones that we have to achieve.  If we do 

not achieve them then potentially the Secretary of State can reopen our funding settlement and 

reduce the funding that we get.   

 

But many of those milestones are beyond 2015 into 2016, 2018, even 2021 in the case of the 

development of Bank station.  I think there is a lot of common interest between ourselves and 

Government represented by the Department for Transport and that has been reinforced, I think, 

with the sort of comments that were made in the autumn statement about projects we do not 

yet have in our business plan, but the Mayor would like to do, like the river crossings 

programme and also the extension of the Northern line to Battersea.  So these are things that 

we would like to do, the Mayor would like to do, but they are not currently in the business plan 

at this period. 

 

You said, “What is our contingency?”  I think the very fact that we have a track record of 

achievement on efficiency is a good place to be.  I think we really have built up a head of steam 

in terms of management practice and management objectives that reducing cost is something 

that we do and we can deliver on.  We now have a programme of annual cost reduction, looking 

ahead.  We are currently looking at finalising what we might do for the year 2013/14 to reduce 



 

our recurring spend whilst not reducing our frontline services because that is one of the things 

that is critical in that programme. 

 

Richard Tracey (AM):  As far as the Government is concerned it seems to me that the mood 

music coming out of the Treasury and the Department for Transport is very much in favour of 

infrastructure development and infrastructure investment to create jobs as well as obviously 

improving the transport system.  You would be part of that, would you not? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Yes, we would hope to 

be.  It has to be borne in mind that our transport grant counts as resources in the Department 

for Transport’s budget.  It is not a capital budget.  We can spend it on what we like, whether it 

be revenue or capital.  Some of it is badged as an investment grant and we do spend it on 

infrastructure but it is not hypothecated to capital expenditure.  If there are reductions in 

department spending then our grant counts, as it is currently constituted, and clearly there is an 

impact from the local government resource review that we talked about previously that it is 

expected probably half of our general grant, the bit that is not badged as investment grant, 

would be part of this process, which may be positive for us in terms of the growth of the 

business rate base in London. 

 

Richard Tracey (AM):  You mentioned the fare revenue from the Underground, but is it also 

increasing in the case of buses and various other means of transport, Docklands Light Railway 

(DLR) and Tramlink and so on? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  The growth on buses is 

nowhere near as strong. 

 

Richard Tracey (AM):  What about the Overground? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  It has been growing 

tremendously.  Clearly what you are talking about there is a completely transformed service, so 

you are not quite comparing like with like with the Underground and the same is true with the 

DLR.  What you have is a network that has grown substantially in recent years.  The latest 

extension to Stratford International being an example there.   

 

The increase of revenues on those two sides has been very strong and we now have a situation 

where at certain times there is significant overcrowding on parts of the Overground network.  

One of the things that we are looking at as a fairly high priority project is can we afford to put 

more trains on that network to deal with that crowding? 

 

Richard Tracey (AM):  The other question that I must ask you, as I asked the police about it, 

the old chestnut of shared services.  I seem to recollect in the past there has been a certain 

amount of criticism of TfL for not subscribing properly into the desire for shared services within 

the GLA family.  Where are you on that now? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  We are supportive of 

shared services where it will save money basically.  This is a personal view.  I would not wish to 



 

do it simply because of some kind of organisational symmetry.  There is not always this synergy 

between fire, police and transport such that when you put it together you get a massive saving 

but certainly the area of procurement, for instance, is one that we are very committed to and we 

would be happy to participate in that.  We do have examples of TfL very much providing shared 

service.  We provide financial services to the GLA, we provide legal services to the GLA and I 

think the Mayor’s Office for Policing and Crime (MOPC) as well.  We have delivered on shared 

service.  Clearly, something will need to be led to a conclusion because different bodies have 

different factors, including different governance structures that influence where their thinking 

comes from.  

 

John Biggs (Chairman):  I think historically one of the biggest challenges has been sharing 

services within the TfL empire and you have made some progress with that.   

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I think we have made a 

lot of progress with that.  I do not think you could say, “Oh well, that’s it, we’ve given up now.  

We don’t have anymore efficiencies to do” but in terms of support services within TfL, the 

Project Horizon initiative that we went through, which produced new structures from the 

beginning of this calendar year has very much emphasised that we should act as one TfL and it 

is perfectly normal and right that one part of TfL can use services provided from somewhere else 

if that is more efficient. 

 

John Biggs (Chairman):  Presumably there will be a sort of Project Sunrise to follow Project 

Horizon! 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I do not think we have 

anything in mind that is quite as much as step change as Project Horizon but I think what I was 

talking about, an annual programme of chipping away at our cost base, is something that is now 

embedded within TfL and will continue. 

 

John Biggs (Chairman):  I have one question which follows up from something you said about 

capital priorities, which is about the relationship between the item we opened on, business rates 

retention and the way in which you would prioritise capital projects.  Are you able to tell us 

anything about that or are you simply a servant of whatever the Mayor says? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I am clearly that 

because the Mayor controls TfL.  One thing is worth bearing in mind, you may already be aware, 

but in terms of the spending review period the Secretary of State has written to the Mayor 

saying that her expectation is that through 2013/14 and 2014/15 the impact of the local 

government resource review will be to maintain the amount of funding that is available to TfL.  

If we get the business rate base growth that we have talked about there will be an upside which 

the Mayor can apply to whatever he feels is the highest authority and it may be he thinks that is 

Transport, I do not know.  In the context of the budget pressures elsewhere that might not be 

the case but we believe there is a good argument for investing in transport infrastructure for the 

benefit of London, for the benefit of the UK.  It is an old-fashioned mantra but we believe it still 

to be rigorously true. 

 



 

John Biggs (Chairman):  If you have two schemes with the same benefit costs ratio but one of 

them achieves higher business rate growth and has an upside in terms of business rate income 

for the GLA family and then potentially TfL, it is an interesting academic question but how 

would you see that as being -- 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  It is a very good point 

that you make.  I would not say that we have done a lot of detailed thinking about that but it is 

something that we should do.  

 

John Biggs (Chairman):  But it may not be the only proper driver? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  No, it is a factor. 

 

Stephen Knight (Deputy Chair):  I have some figures in front of me for the current capital 

programme for TfL for this year and I noticed that £223 million of your capital programme this 

year was financed from revenue and your prudential borrowing is relatively low in terms of 

financing, again about £250 million.  I just wonder why was the decision taken to finance that 

portion of the capital programme from your revenue income affairs rather than from borrowing. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I do not know what 

figures you are looking at but all of the borrowing must have been applied to capital because we 

cannot apply it to anything else, so all of the borrowing that we do has gone there.  What is true 

though is over the years, we started in 2003 because it was then that we got the ability to 

borrow through our own decision, to put debt onto the balance sheet of TfL, principally to fund 

the Tube upgrades, to find the money to invest in those.   

 

There will become a point where you can no longer load more debt on TfL without harming its 

credit rating and we are approaching that situation.  Our capacity to borrow subsequently will 

be, we believe, constrained by a growth in revenues.  We do show growth in revenues so we do 

expect our ability to borrow will increase but I do not think you can look to borrowing of itself 

necessarily to provide --  

 

Stephen Knight (Deputy Chair):  Most of the capital programme will presumably lead to a 

growth in revenue so if you are upgrading a Tube line presumably it is adding capacity to that 

Tube line.  Presumably the investment is on the basis of the revenue stream that will finance 

this.  In a sense I am not quite sure what the limit on prudential borrowing is and it seems odd 

to finance capital directly from your revenue, rather than to spread that cost over the -- 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  We are topping up.  

What we are saying is that we have I think what we have described as a surplus on the operating 

account, which has been invested in capital, and I think that is only right and proper that we 

should do that, because if we did not do that we would have a lower infrastructure investment 

and we believe -- 

 

Stephen Knight (Deputy Chair):  Do you envisage that happening again next year, ie there 

being a surplus on the operating account -- 



 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Yes, I think if you look 

at the business plan you will see that there is a small surplus on the operating account to invest 

in infrastructure and if you did not have that surplus you would not have as much investment in 

infrastructure as we are actually doing. 

 

Stephen Knight (Deputy Chair):  You think you are at the limit of what you can reasonably 

do in terms of borrowing? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Not yet and what I 

have said is there is a limit that we will reach in order to maintain our credit rating.  We have a 

credit rating of AA+ plus.  We think that is important.  It enables us to borrow easily from the 

market, should we do so, relatively easily.  It enables us to borrow at a fine rate.  At some stage 

somebody might say, “Well, could we reduce the credit rating and get more out of TfL?”  I do 

not know.  That is a discussion matter but our current view is to preserve the credit rating. 

 

Stephen Knight (Deputy Chair):  I presume your credit rating is not just based on the 

amount you borrow but what you are spending it on in terms of if it is a good investment or it is 

a bad investment in terms of the revenue stream that is coming from it. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  There are certain 

metrics that the rating agencies do.  I think they find it quite difficult to apply to TfL but there 

are still some metrics they apply as to how much debt can be put on a value like ours. 

 

Stephen Knight (Deputy Chair):  But you have a capital programme annually about 

£3 billion, at least this year it is about £3 billion.  £250 million borrowing as part of a programme 

of £3 billion seems like a very small proportion of your capital programmes being financed for 

borrowing given that you are going to have revenue income resulting from the capital 

programmes. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  £250 million does not 

seem sufficient in terms of borrowing.  Certainly our borrowing capacity is higher in the current 

year.   

 

Stephen Knight (Deputy Chair):  Maybe the figures I have in front of me are not right. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I would be happy to 

sort that out because I think we are slightly at cross-purposes in terms of the -- 

 

John Biggs (Chairman):  This is a matter we can go back to in future meetings and I guess 

you do reach a point, and TfL is not anything like at that point where your borrowing reaches a 

ceiling above which you cannot go, and there is quite a lot of room still within TfL to borrow up 

to a prudential ceiling.   

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Certainly we have a 

borrowing programme through to 2014/15 and as long as our revenues continue to grow we 



 

will be able to put more on but the point I was making is it is not on the scale of what we put on 

in the last few years. 

 

John Biggs (Chairman):  You can reach a point where lenders will not lend you at reasonable 

rates because you are so in hock, but we are nowhere near that. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Do not think that we 

can just solve all the problems by putting more debt on TfL; there is a limit.   

 

John Biggs (Chairman):  Damn.  That was a witticism by the way, I was not suggesting, for 

the record that Labour would spend recklessly. 

 

Valerie Shawcross CBE (AM):  TfL is getting a good reputation for making savings.  You 

talked about Project Horizon and it says here that TfL has achieved 66% of the savings target 

required by 2017/18 already, so the £7.6 billion amount that had to be taken out you have 

gone quite a long way towards it.  I am interested to know how much of that proportion is 

efficiency savings, how much of it is because you have deferred some major investment 

programmes like the Piccadilly line and some of the station refurbishments, and how much of it 

has actually been because there have been regular fare increases?  How much of that saving 

would you put down to efficiency savings and re-organisation? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I would have thought 

most of it actually.   

 

Valerie Shawcross CBE (AM):  Would you be able to write back to me with a simple 

calculation that would say? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I do not have numbers 

to say it is X and Y but, yes, happy to do that. 

 

Valerie Shawcross CBE (AM):  Most of it you think? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Very little is about not 

doing stuff that impacts the frontline because that is the whole philosophy that we are seeking. 

 

Valerie Shawcross CBE (AM):  But there has been a proportion of that savings that 

essentially was a cut to planned capital works, because there is this big overlap between revenue 

and capital.  

 

Stephen Critchley (Chief Finance Officer, Transport for London):  In the early stages 

there was some of that in terms of station programmes. 

 

Valerie Shawcross CBE (AM):  Like the Piccadilly line and the station programme. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I do not think anything 

relating to the Piccadilly line has -- 



 

 

John Biggs (Chairman):  Mr Gallie might be able to help us on that technical point. 

 

David Gallie (Assistant Director of Finance, Greater London Authority):  Just to say one 

of the conversations we are having with functional bodies is on your recommendation last year. 

to seek to clarify the distinction between savings and efficiencies as part of the budget 

guidance, which will then be reflected in the submissions of functional bodies.  We would hope 

that the November submissions would seek to give levels of detail around savings and 

efficiencies to comply with your recommendations.   

 

Valerie Shawcross CBE (AM):  That would be a really good piece of information, I think, 

because we would see through the smoke and the mirrors a little bit more.  It is just a big and 

complex budget, is it not, with lots of drivers so it is difficult to see exactly -- 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  To be fair we want to 

have a better understanding of that ourselves.  

 

Valerie Shawcross CBE (AM):  You mentioned, I think that the business plan assumptions at 

the moment are to continue the fare increases RPI plus 2% forward.  Can you confirm you have 

not been asked to look at any other potential scenarios there or not? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I am not in a position 

to say because I do not know, to be honest. 

 

Valerie Shawcross CBE (AM):  But at the moment you are working assumption -- 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  All I know is what you 

have heard the Mayor say about what his thinking is about the fares.   

 

Valerie Shawcross CBE (AM):  His thinking was that he did say that he would be looking at - 

I cannot remember the exact wording - but potentially -- 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Driving down or -- 

 

Valerie Shawcross CBE (AM):  Bearing down on, I think. 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Bearing down on fares.  

I have heard that so I will assume he will bear down on us in due course. 

 

Valerie Shawcross CBE (AM):  He has not borne down on you quite yet? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Not me personally.   

 

Valerie Shawcross CBE (AM):  All right, but your working assumption is different.  There has 

been a sort of pattern of underspending on the capital programmes over the recent years.  



 

Would you say that in any way there is a lack of delivery capacity, staffing capacity in those 

areas?  Can we expect the underspendings in capital projects to continue? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I have looked back on 

this and we have been through a couple of years of underspending.  We recognise there is a 

strong tendency for project managers to be very optimistic as to what they can deliver.  

 

Valerie Shawcross CBE (AM):  Is that deliver over-programming or is it -- 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  Then we built in over-

programming to offset that, and we still have that built into our budgets and plans.  Clearly the 

fact that we have not spent to the same extent is partly because that over-programming has not 

been sufficient.  We also have achieved some savings on our capital programmes and I think we 

identify in our last quarterly report savings on our capital programme compared with what we 

budgeted or our plan to spend. 

 

One factor though that did affect the last particular year is that I think was, in retrospect, not 

sensible budgeting or we could have been a bit more sensible in the sense that we had built in a 

lot of spend on the Northern line upgrade based on what Tube lines had as their plan, but they 

knew it was going to change because they were in discussions with a signalling provider Thales 

about a programme that would deliver with far fewer disruptions to service, Beachhead as you 

know has been a major problem on the Jubilee line upgrade, so I think in retrospect we should 

have probably had a much lower budget there.  I certainly expect that sort of thing to be 

reduced in future. 

 

Valerie Shawcross CBE (AM):  The policy of sort of deliberate over-programming is going to 

be constrained really for the future? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  It is not a deliberate 

over-programming.  Over-programming is the deduction from the finance side of the house to 

say, “Look, you guys, you said you’ll deliver this, this and this but historically you’ve been 

optimistic”.  It is quite common, it is not unique to TfL in that respect and we do need to spend 

what is available to spend rather than a carry forward to the next year to spend it.  I mean it still 

needs to be spent, as you will appreciate.  Even better is if we deliver against the project 

manager’s expectations. 

 

Valerie Shawcross CBE (AM):  In terms of transparent decision-making, I mean reasonably 

accurate assessments if it can be achieved in terms of capital expenditure, quite important in 

terms of the decisions the Mayor has to take on other issues.  For example, Stephen [Knight] 

has just pointed out that there is a big overlap between revenue and capital so decisions about 

fares are potentially being affected by whether or not the organisation over-programmes or not.   

 

Can I move on?  One of the things that occurs to me is there is a relatively small part of the 

budget in operation, given the enormous turbulence there has been in staffing and the cuts 

within staffing and reorganisation within TfL, whether or not TfL now has adequate capacity to 

manage its contracts properly and make sure that things like delivery of collection of section 



 

106 monies, ensuring delivery of contracts, ensuring any necessary paybacks and penalties are 

seen through.  How confident are you about TfL’s capacity in all of that and has that been 

looked at? 

 

Stephen Critchley (Chief Finance Officer, Transport for London):  I am very confident in 

our capacity.  We thought very hard about what size of operation we needed for these various 

support services.  Some of the contracts that you will be referring to would actually be in areas 

that had not been touched by Project Horizon in the frontline areas, but in terms of support 

services we thought very carefully about what size of organisation we need and we believe we 

have it right.  If it needs a little bit of hand on the tiller we will obviously make that adjustment, 

but I think so far we are in a good place. 

 

 


