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John Biggs (Chairman):  We are talking today about the fares decision which has this 
uncanny habit of popping up every year -- 
 
Mike Tuffrey (Deputy Chairman):  Sometimes twice a year. 
 
John Biggs (Chairman):  Yes, indeed.  It gets announced, pre-announced, post-
announced and re-announced.  How does the Mayor balance the need to keep fares 
down but maintain the transport investment?  There are a lot of background questions 
to this such as the fact that your income seems to be a lot better than it was and, 
therefore, you might not need to make these sorts of decisions but we will delve into 
those further.  At a high level, how do you achieve the balance?  For the record, you are 
the significantly remunerated Deputy Chair, so you are the real action behind the press 
releases that the Chair produces. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Let me answer the 
question, rather than comment on the commentary, if you would like me to do that. 
 
John Biggs (Chairman):  Fine. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  The Mayor 
reconciles these figures through a business plan, which has been published and is 
available for scrutiny, which runs from April this year for a four year period.  That 
business plan is designed to deliver very substantial improvements and upgrades to 
London’s transport infrastructure - including Crossrail and the Tube upgrades - together 
with maintaining an extensive service on the buses, without reducing those services.  Its 
contributions, its main sources of income, are Government grant and income from the 
fare box.  Assumptions are made about those in the business plan and the business plan 
assumption on fares is Retail Price Index (RPI) plus 2% per annum.  You lock all those 
pieces together into a business plan and you achieve the balance that is needed.  The 
decision which is on fares in particular is a business plan assumption because, legally, 
the decision on the fares is one for the Mayor and not for Transport for London (TfL).  
That is how the balance is achieved. 
 
John Biggs (Chairman):  I think I am going to get this wrong but there is an old 
saying that when the facts change then one might change one’s position.  Undeniably 
some of the facts have changed. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Which facts? 
 
John Biggs (Chairman):  The expectations on the number of people traveling on the 
Underground is not totally predictable but it has been more buoyant than was expected 
and the fares revenue, as a result, has been more buoyant than expected -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is true that more 
people -- 

 



 
John Biggs (Chairman):  -- and TfL has under spent significantly on its capital 
investment programme.  Those variables, plus the dire state of many people’s domestic 
situation with wages frozen and inflationary pressures elsewhere, would prompt the 
Mayor towards pausing and saying, “Hang on a minute.  Life’s difficult for people.  We 
got more money in than we were expecting.  Should we not revisit this decision?” 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  That is a very good 
question.  The buoyancy of ridership on the public transport system is, in itself, 
powerful evidence of the affordability of fares.  More people are traveling and can 
afford to travel.  If the fares were too high you would see a fall in the number of people 
traveling.  That is evidence of -- 
 
John Biggs (Chairman):  You are saying that if you put up fares above inflation they 
become more affordable? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  No.  What I am 
saying is that the fact that you have drawn attention to - namely that ridership has been 
somewhat more buoyant than expected - is evidence of affordability, just as it is if you 
go into a supermarket and all the baked beans are swept off the shelves by the 
customers because the price makes it attractive to people to do that.  There has been a 
rise in ridership which does bring in a little bit more income.  That is evidence of 
affordability.  I think it should be seen as that. 
 
However, I did point out in my first answer the current business plan starts in April this 
year, that is it is two months into operation.  The increase in ridership that you are 
referring to took place before the business plan came into effect and has, so to speak, 
been baked into the forecasts on which the current business plan is based. 
 
The question that we have to ask ourselves, if I may suggest this, is is ridership income 
running ahead of the current business plan, which is what everything is operating on the 
basis of?  The answer to that is, basically, no, because it has only been in place for two 
months.  The ridership over that period has been much as expected and, even if it had 
been running ahead, I would suggest two months is probably too short a period in 
which to start saying, “We must completely recalibrate the business plan and we can 
throw elements of it out”. 
 
All of the ridership increase that you are thinking of is already assumed in the business 
pan, together with its consequences going forward over the next few years.  It is there 
already. 
 
John Biggs (Chairman):  I am tempted to say we should separate the fact we have 
had a good education from the facts.  It seems to me that, self-evidently, when you are 
reviewing your business plan, you can look at how other variables might be changed to 
take account of that.  RPI plus 2% is something that has been in place for a while. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Yes. 
 
John Biggs (Chairman):  It appears that in the new business plan it is in place and it is 
simply continuing what we had before.  Surely, as part of the business plan process, you 
might want to scratch your heads and review whether RPI plus 2% remains the right 
measure? 



 
Daniel Moylan (Deputy Chair, Transport for London Board):  I am sure that was 
done at the time that the business plan was put together because, as I say, the business 
plan is a sort of three dimensional jigsaw of putting different types of things in place; 
the level of service you can provide, delivery of the upgrades, the fares income, the 
concessions and so forth.  There is a complex jigsaw to put in place there. 
 
You could assume that the Mayor was going to do something else but since the Mayor, 
although he has not committed or obliged himself of the future, has indicated his mind 
is at RPI plus 2%, that seemed a very reasonable assumption.  It is simply the case that 
if you made a different assumption - which you could.  You could go RPI plus 1% or 
you could go, as national fares are likely to go, RPI plus 3% every year for the next 
three years, which appears to be Government policy.  Then different parts of the jigsaw 
would move. 
 
You could do that but we are not in the business really of preparing lots of multiple 
business plans.  Once we have got to where we are we published it, it started, we are 
living by it, we have to deliver it, we have to deliver the services, we have to deliver the 
very, very large level of savings that will feed in from that business plan and we will 
react to changing circumstances at an appropriate time, but two months into the 
business plan is premature to say that circumstances have changed. 
 
Mike Tuffrey (Deputy Chairman):  One thing worth mentioning is that Daniel was 
referring to better performance in 2010/11 compared with the budget which was 
obviously set before that year started.  During that year we had the results of the CSR 
and a reduction in our grant of £2.2 billion through to 2014/15.  That was something 
else that had to be stirred into the pot as well as the level at which revenues were 
running during 2010/11. 
 
John Biggs (Chairman):  The problem I have with that is we have three highly paid 
officers - or non-Executive Board Members of TfL - whose job is to advise, directly or 
indirectly, the Mayor of London to help him form his fares decision.  What you are 
telling me, Mr Moylan, is that your starting point is, because the Mayor said some time 
ago he was happy with RPI plus 2%, is a no go area, so you will settle with that and you 
will look at everything else. 
 
What I am saying to you is many Londoner would say, “Hang on a minute.  Fare 
increases are significant and it is not unreasonable, each year, for the Mayor to look 
again and say whether they could be more generous to Londoners because the balance 
of interest and the pressures that Londoners are experiencing plus the increased 
ridership, plus better economies of scale through over achievement on the savings 
programme - all those things - could make it easier to get by with a lower fare 
increase”.  You are saying you took RPI plus 2% as a given and then did everything else 
afterwards.  That is not really good enough. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  You are right; that is 
not good enough and that is not what TfL did -- 
 
John Biggs (Chairman):  That is what you said. 
 



Daniel Moylan (Deputy Chair, Transport for London Board):  No.  We are taking 
guidance from the Mayor - that is proper - as to what his view is for the future.  That is 
not to say that is set in stone. 
 
The important thing here is that there are certain other assumptions which inform the 
construction of the business plan.  For example there is the Mayor’s desire to maintain 
the bus service and the bus network.  That goes into the business plan and that is a 
fixed element when you are starting out.  His statement on fares informs what you put 
into that box.  What you know is coming from Government grant is pretty well fixed.  
The savings you know you have to achieve are almost the flexible part in all of this. 
 
What we are describing - I just want to reiterate this - is an assumption that TfL has 
made in its business plan.  We are not fettering or suggesting that the Mayor is obliged 
to do that.  It is his decision.  We have to make some assumptions in the business plan 
in order to make it add up. 
 
Valerie Shawcross (AM):  A quick one on this.  The research for this Committee said 
last year that TfL was probably underestimating the income projections from fares and 
that was something that was bandied around in City Hall.  Surprise, surprise, TfL had 
dramatically underestimated the income to be achieved from fares around ridership.  
Why should we assume that your projections for the coming year would be any more 
robust than last year since you did rather get it wrong last year?  Admittedly it is quite 
nice for TfL to have the additional financial headroom of gaining more income than 
anticipated but have you changed your model since then? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  It is fair 
to say that we have been beaten up in this Committee for under-forecasting and over-
forecasting.  That is the nature of forecasting.  There are times when you get it low and 
there are times when you get it high.  If I had a crystal ball by which I could predict 
exactly what the fares revenue would be I would tell you that. 
 
What we do is a consistent process of fares forecasting that we have followed for many 
years by which we take external forecasts of things like employment and gross domestic 
product (GDP) growth and convert those into fares that we estimate using methods 
that have been very consistent over a long period of time. 
 
What we have found over the last few years is the economy has been on a see-saw.  
There are times when the economy has declined by more than you would have thought 
and there are times when the economy has had some unexpected growth.  That is what 
is reflected in our fares estimate.  It is not that we are trying to hide something here. 
 
Valerie Shawcross (AM):  Out of the last three years - this is a genuine question; I do 
not know - how many of the last three years’ worth of projections have been 
overestimates and how many have been underestimates of the fares income? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  If you 
look at the experience since 2007, in 2007, 2008 and 2009, we had to significantly 
adjust our forecasts downwards.  Since about October/November 2009 our fares 
estimates have increased and that is what has been reflected in last year’s business plan. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  We were surprised - 
perhaps the whole economy was - by how rapid the recession was and we were 



surprised, a little bit, by the speed of some recovery that appeared.  A lot of other 
businesses and companies’ activities were in a similar position.  It is not complex why we 
got this wrong -- 
 
Valerie Shawcross (AM):  It has always been the case that bus fare income, for 
example, is very closely aligned with population isn’t it? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  There 
are differing factors about bus fares and Tube fares.  Tube fares are more dependent 
upon central London employment than bus fares are.  Bus fare revenues are more 
dependent on the activity of housing and population in outer London.  That is 
absolutely a known fact.  That is a known fact which we apply every year. 
 
The fact here is we have been caught by the same circumstances that every other 
business has.  One thing that we will not do - just satisfy our egos or anyone else’s egos 
- is start creating forecasts of population and employment which we are not in the 
business of doing. 
 
Valerie Shawcross (AM):  OK. 
 
Andrew Boff (AM):  Very quickly on that, could I just ask you for how long you have 
used that methodology? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  With 
refinements that methodology has been in use for more than 40 years now. 
 
Andrew Boff (AM):  40 years.  Thank you. 
 
John Biggs (Chairman):  I read somewhere that GLA Economics was being blamed for 
bad forecasting.  Does TfL do that? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  I am in 
that business.  There is no point in blaming peoples’ forecasts.  A forecast is a forecast.  
It is not a prediction of the future. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  It is worth 
saying, in the specifics of last year, that at the time the budget was finalised - and 
remember it was finalized essentially for consideration by the TfL Board at the end of 
March 2010 - it was a difficult time because there were beginning to be signs of 
improvement of revenue but we did not know whether that is what they were or 
whether they were just periodic perturbations.  Subsequently, after a few more periods, 
we were convinced it was an earlier improvement than we had previously expected and 
in our quarter one forecast in 2010/11 we increased our revenue forecast by 
£139 million from the £3 billion it originally was. 
 
The outturn for the year was only £39 million higher.  That is less than about 1%.  If I 
could forecast -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is less than 
£108 million in-year cut that we had imposed on us in that particular year. 
 



Richard Tracey (AM):  I really do think there has been a serious memory loss from 
some of my colleagues here.  Just remind us, Daniel, what was the black hole that you 
came into in 2008?  You can scoff, Val, but it was your side that brought it about.  Let’s 
just be reminded of the black hole that was bequeathed -- 
 
Valerie Shawcross (AM):  Richard, that was not a political question; it was a question 
about the robustness of their projections. 
 
Richard Tracey (AM):  They are trying to deal with the problem. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I hesitate to 
quantify it.  It is true that when the present Mayor was elected there were two 
important factors that had come into play and had an effect on TfL’s finances under the 
previous Mayoralty.  The first was an unexpected and last minute reduction in bus fares 
in the January of 2008, following three years of unprecedented increases where bus 
fares had gone up in the first three years of Mr Livingstone’s second term by more than 
they had risen in the first three years of Mr Johnson’s term.  Then there was a sudden 
reversal which required very swift and drastic action on the part of TfL to accommodate. 
 
The second was that the business plan was under pressure from not knowing where 
funding was to come from for capital projects on which very large amounts of revenue 
money was being spent for development purposes but which appeared to have no 
funding in the business plan going forward. 
 
These are the two elements that are commonly thought of when the word black hole is 
used as it sometimes is by some people about TfL’s finances at that point.  I would 
hesitate to quantify them or even to pursue that particularly.  That action in particular 
of reversing the fares increases and having a cut in the fourth year was a very strange 
thing to do and difficult to explain on the part of the Mayor, in business terms. 
 
Richard Tracey (AM):  In the first three years it was RPI plus 10%, rather than RPI -- 
 
John Biggs (Chairman):  Mr Tracey? 
 
Richard Tracey (AM):  I am sorry, Chairman.  You have really got to allow some 
reasonable debate and you have not actually activated any reasonable debate so far.  
You have been trotting out, may I say, a completely political line about fares which 
Daniel Moylan is trying to answer and is now come round to the root cause of the 
problem that it faced in the last few years. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is true that RPI 
plus 10% was the Mayor’s policy in his second term and I think the accumulative bus 
fare increase over his first three years was in the order of 36%. 
 
John Biggs (Chairman):  Mr Moylan, there is not a settled view on this Committee 
that that is the case and a number of us would argue that Mr Tracey is waving shrouds 
which do not have much substance to them. 
 
Richard Tracey (AM):  Mr Moylan just confirmed the facts.  The public can make its 
own view.  They will watch the screening of this and they will see how biased this line of 
yours is. 
 



John Biggs (Chairman):  For the record, I am sure that every one of our witnesses 
would confirm that TfL has never let an unfunded capital project.  You can talk about a 
black hole in terms of under-funded -- 
 
Brian Coleman (AM):  There were dozens in the capital plan.  The tram was one. 
 
John Biggs (Chairman):  You have a pipeline of projects which may not be funded.  
This is not a productive line of questioning. 
 
Brian Coleman (AM):  Not for you. 
 
John Biggs (Chairman):  If you were to pause and look in a mirror you might 
recognise that, Mr Tracey.  
 
Gareth Bacon (AM):  Returning to the question about forecasting -- 
 
John Biggs (Chairman):  Indeed.  That would be helpful. 
 
Gareth Bacon (AM):  The point that was being made to my left down the table was 
that you would like as robust and accurate a forecast as possible when it comes to 
setting fares.  The point that needs to be made - and I am interested to see if I have got 
the right tack on this - is that during an unprecedented period of economic change in 
this country it makes it very difficult to forecast accurately.  Members of this Committee 
were forecasting that as a result of fare increases ridership would drop off a cliff and, in 
fact, it went up.  Certain people in this room need to perhaps look at their own 
forecasting. 
 
Would it be fair to say that, in that period, it is much safer for forecasting to take a 
conservative view about things because if you over achieve on fares income and your 
expenditure plans are easily met, it is much better than underestimated fares income 
and finding yourself with financial difficulty further down the line? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Generally so.  
Woolworths would still be with us if it had taken that conservative attitude no doubt.  A 
lot of people found it difficult to adjust to the speed and depth of the recessionary 
impact that occurred in the latter years of the last Government.  TfL therefore, like 
many other businesses, over-forecast what its fare income would be and was taken by 
surprise. 
 
TfL could apologise for that and there is no harm in apologising but, then again, it 
would be very difficult to see how one would have got it right when it came upon us all 
so quickly, on the whole business sector. 
 
John Biggs (Chairman):  Substantially the same officers were in post when the 
previous Mayor made his fares decision.  They did not go in with a statutory notice or a 
public denunciation.  I would have thought -- 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  Let’s be 
clear.  The fares decision is for the Mayor to take. 
 
John Biggs (Chairman):  Yes, indeed.  I would have thought that, contrary to 
Mr Bacon’s question, there is an argument that one could go for a midway position 



because transport authorities do have the ability to adjust each year their fares to meet 
the under or over performance in their budgets.   
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  What 
we do not do is take a view on the fares.  We do a middle of the road forecast based on 
the assumptions that are available to us.  The financial flexibility that we need is cleared 
through the business planning process.  We do not do a forecast or take a view as to 
what a downside scenario is and what an upside scenario is. 
 
We do of course have an analysis of what the range of fares might be but that is only to 
understand what financial flexibility we will need in a later year.  We do not set the fares 
forecast on the basis of a downside or upside scenario. 
 
Gareth Bacon (AM):  Was it more difficult to do that last year than in previous years? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  It has 
been very difficult to do a fares forecast for the last three years. 
 
Gareth Bacon (AM):  OK.  Is that because of the recession or is that -- 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  Because 
of the worsening in the economy.  Absolutely. 
 
Gareth Bacon (AM):  That is the point I was trying to draw out.  I think that has been 
answered. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  TfL has done pretty 
well, given the turbulence in the economy. 
 
John Biggs (Chairman):  That was not a question.  I am very grateful for your 
commentary but we need to move on. 
 
Mike Tuffrey (Deputy Chairman):  I was going to suggest that, as Deputy Chairman, 
it would be helpful to remind everybody what this session is about, which is not looking 
backwards or examining the historic record of TfL in its forecasting.  The aim of this 
session is to understand your current thinking looking ahead to the fares decision that 
the Mayor will need to make in a few months’ time.  We need to understand, yes, the 
trends in ridership going forward.  We need to understand the spending decisions being 
taken going forward and the extent to which you are making savings, which is meant to 
be the next question.  We are going to try, in subsequent questions, to look at your 
thinking around affordability and how far one should be pushing up fares in the current 
environment.  I want to encourage colleagues to focus on the forward looking big 
decision that the Mayor has to take in a few months’ time. 
 
John Biggs (Chairman):  With or without mirrors.  
 
Valerie Shawcross (AM):  My last question was about the future.  It was about 
robustness of projections and I thought they were quite good answers so I am surprised 
we went off at that tangent there. 
 
The Board structure, the sub-committees, the whole governance of TfL is a bit like an 
iceberg - there is a bit that appear in public that we get to see and watch and look at 



papers and then there is stuff going on below the waterline.  What would be extremely 
helpful for us is if you could talk us through what actual engagement and challenging 
and questioning and robust scrutiny goes on in the preparation of the business plan, 
particularly looking at savings and efficiencies, before it all bursts out of TfL’s chest on 
30 March and it goes public.  We want to track back a bit.  When do you get the first 
draft figures and how do you handle challenging them?  We want a sense of whether or 
not there is nodding through or if there is some real questioning and scrutiny going on? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I share what I think 
is implicit in this forecast question.  With a local government background sometimes I 
think that the TfL committees and panels have too many papers in the confidential 
agenda and I always try to push more into the open agenda.  It is the case that under 
the current Localism Bill - or it may be a different Bill that is going through Parliament - 
the committees, for their public section, will have to meet in public, which is not 
currently the case.  The papers are published but the meetings take place in a private 
room without the public being admitted.  The implication that there should be more 
transparency is one that I wholly endorse. 
 
The key committee here is the Finance and Policy Committee of TfL and the Board 
itself.  Those are the two key bodies.  The Finance and Policy Committee normally has 
an away day on the business plan early in the autumn and all Members of the Board are 
invited to it.  There are sessions on the business plan.  At that point it is usually possible 
for officers to feed in what sort of levels of new savings might be required - that has 
been the historical pattern - in the circumstances of changing - or, recently, reducing - 
grant and what needs to be done, taking together also new projects that might be 
underway and things of that sort. 
 
I can only offer an assurance - I realise I cannot demonstrate this because the 
proceedings are not in the public domain - that these are very robustly debated by the 
Members of the Committee and the other Members of the Board who are present.  
Then there are fairly continuous reports to the meetings of the Finance and Policy 
Committee through until a point shortly before the Board meeting when the report is 
adopted.  There are intermittent reports to every Board meeting going through that 
period as well because the Finance and Policy Committee invariably reports its 
proceedings to the main Board when the main Board meets, which is much the same as 
the cycle of committee meetings much like Government and so on. 
 
I can only assure you that these things are questioned very robustly.  If you look at the 
quality of the people sitting on the Board and committees and you see the mixture of 
business experience, trade union experience and operational experience in different 
parts of the industry you will see that you have a very strong Board and one that is 
capable of asking very challenging questions. 
 
Valerie Shawcross (AM):  It is not uncommon in local government, as you know, 
Daniel, for there to be some kind of Star Chamber process where budget holders will 
have to come and defend or explain their figures.  Do you do something of that nature? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Yes.  I am personally 
involved in that.  We instituted that three years ago as part of the Mayor’s reforms.  It 
goes under the name of the continuous savings exercise.  The purpose of that is to ask 
each of the groups within TfL to exemplify what a permanent reduction in revenue - 
that is ongoing expenditure - of 2.5% would mean, with options.  They are nicely 



colour-coded green, amber and red for pain levels, if you like.  Then I review those and 
obviously sometimes I need to review them twice, shall we say, because they are not 
always wholly satisfactory if they all come back red.  If there are some really genuinely 
easy ones we just take it there and then.  Anything more difficult is then worked up and 
discussed with Board Members and the Mayor and they feed into that savings side of 
the business plan making, which I described as being one of the elements that goes into 
it.  What new savings can we make or do we need to make in order to keep things 
balanced? 
 
Savings targets for TfL.  When you pile on the operating costs review, the consequences 
of the CSR and Project Horizon - which I think you might be aware of which is an 
exercise now coming towards fruition of removing very considerable back office costs 
through shared services merging and reorganising the business considerably - plus the 
eating away of the continuous savings exercise has generated very, very significant 
savings targets for TfL which I am happy to say, so far, are being met. 
 
Valerie Shawcross (AM):  Daniel, can I specifically ask you a little bit, by way of 
illustration perhaps, about London Underground?  Obviously, a very, very major saving 
target.  We have just had the McNulty report about efficiency of rail across the country 
which suggests there are very major inefficiencies generally speaking in the way rail is 
maintained, upgraded and managed in the UK.  Of course London Underground Limited  
is a slightly - I am not saying independent but it has some separation of structure of 
management.  Who owns achieving those savings targets within London Underground, 
who is driving it forward and how are you doing it? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I would say that the 
historical independence of London Underground, which dates to the fact that it joined 
TfL very much later than the rest of the organisation because the Public Private 
Partnership (PPP) negotiations were going on and the Government did not trust the 
Mayor to carry them out in the way that it wanted them to so it wanted that signed 
first.  London Underground came into TfL I think in 2003. 
 
Part of the purpose of Project Horizon is to eliminate inefficiencies that arise from 
having historically a more separate structure.  That is not, in any way, to knock the best 
traditions of London Underground but, in all organisations that are approaching their 
150th birthday there are good traditions and there are less welcome traditions in a 
modern age.  I am not knocking the good traditions that London Underground has and 
the pride that many of its staff have in working for a very, very effective organisation 
that does a great job for London. 
 
Of course it is the Managing Director of London Underground, Mike Brown, and the 
Chief Operating Officer and the senior officers who immediately own those savings 
targets in that organisational way.  One of the things that most struck me when I had a 
visit recently, as you might expect, from the external auditors of TfL who came to see 
me regarding us being the equivalent of a senior independent non-executive in an 
ordinary commercial business, is that they said that they had been struck - and they had 
been doing London Underground and TfL for some years - how very much nowadays 
the whole culture of savings had been embedded right through the organisation.  I 
think there has been a very considerable change in that respect. 
 
I would really like to say to you that all of the staff are getting to the point where they 
are owning these savings.  At corporate level it is undoubtedly the case that the Finance 



and Policy Committee and the Board are watching this very, very carefully indeed 
because they do realise that these savings are both challenging and absolutely 
indispensable to delivering the services and the upgrades and improvements that 
Londoners rightly expect. 
 
Valerie Shawcross (AM):  So who would you say on the Board or in the sub structure 
there is corporately responsible for making sure?  Are you, Daniel? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  The whole Board is, 
including the Mayor - and I know the Mayor is deeply interested in this and likes to be 
kept informed.  The Finance and Policy Committee, which is chaired by Peter Anderson 
- I am the Vice Chairman of that Committee - is very seized of this and regularly ask 
questions and receive reports of the various savings projects going forward. 
 
Valerie Shawcross (AM):  Are you looking at the McNulty report and this issue of 
practices and -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Only a week ago I 
received a summary of the McNulty report from London Rail and London Underground.  
My immediate response, having read it, was to say, “Can we have this on the agenda of 
the Rail and Underground Panel and of the Finance and Policy Committee - and 
possibly the Board, depending on how the discussion flows out - in the near future?”  A 
summary of that report will go to them. 
 
Valerie Shawcross (AM):  OK. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  One of 
the things that the McNulty report is trying to rectify is that between 2000 and 2003, 
when Railtrack went into administration and Network Rail was formed, the cost of 
running the railways doubled in this country.  Railtrack’s budget used to be £3 billion.  
Network Rail was established with a budget of £6 billion.  What they are trying to do 
now is to rectify some of the increasing cost that happened during that period. 
 
London Underground did not go through that level of cost inflation so you cannot 
translate what is being said in the McNulty review about the numbers. 
 
Valerie Shawcross (AM):  I am at risk of dragging in things that do not belong in this 
Committee and I would just say that the figures from the PPP Arbiters do suggest that 
there is significant substantial saving to be achieved from the upgrade programme. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  We might 
dispute that one! 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I could say on that I 
am sympathetic to the line of questioning because no Londoner in their right mind is 
ever going to say to this Committee or to anybody that London Underground is the best 
and most shining example of efficiency in London.  There are improvements that are 
possible at London Underground in its efficiency, in maintenance and in the operations. 
 
We have a management - I think this is the important thing - that recognises that and is 
seeking to deliver them.  You will have seen that in terms of ticket office staff and the 
way in which tickets are sold we have addressed that.  You will see that we are changing 



our maintenance arrangements in order to do that.  You will see, also, that in the 
acquisition of capital equipment we are moving to a mentality - I am almost 
embarrassed to say this because why haven’t we done this years ago - and environment 
where we are going to buy capital equipment off the shelf, rather than require the world 
to readjust itself to London Underground’s standards and so forth.  There is a whole 
new mentality -- 
 
Valerie Shawcross (AM):  That is exactly what I am talking about. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I am very 
sympathetic to the line of questioning and I want to offer you some assurance that I 
think the best way of achieving those efficiencies - which are, as I say, in many ways 
baked into the plan already - is by backing what I think is a very strong level and quality 
of management in the organisation at the moment.  I do recognise London 
Underground can be more efficient in the way it does things, and it will be. 
 
Valerie Shawcross (AM):  Thank you. 
 
Darren Johnson (AM):  This was a very quick question following up the point about 
openness.  With the current round of deliberations and discussion at TfL committee 
level in terms of the fares this year, you could hold those meetings in public anyway, 
you would not need to wait until the Localism Bill.  That would be a shining example of 
openness.  Is that something that you would consider? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I am not sure those 
papers would be in the public part of the agenda though.  That is a separate question:  
whether we hold the public part of the meeting in public.  Nobody is suggesting that we 
hold the confidential part in public. 
 
Darren Johnson (AM):  We know that.  You do not need to wait for a change in the 
law to introduce the standard local government openness procedures for your 
committees. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I take note of that 
and I have sympathy with the view. 
 
John Biggs (Chairman):  You have sympathy with that.  It reflects something that 
every Party has experienced in the Assembly, which is TfL - regardless of who the 
Mayor is - is one of the least transparent organisations that Britain knows. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I think that is 
without --. 
 
Valerie Shawcross (AM):  It was when there was not a Conservative Member on the 
LDA actually, but there you go. 
 
Mike Tuffrey (Deputy Chairman):  Still sticking with trying to understand the basic 
financial equation, we are clear that Government grants have been squeezed - and we 
do not need to go into why that is the case because that would be looking backwards.  
We touched on whether you make that up by putting fares up more than inflation.  We 
will come on to the affordability question more in a minute. 
 



The other two areas I want to explore were savings - in other words to close the gap - 
and borrowing.  Savings first: we do know that the 2011 business plan has a higher level 
of net savings than the 2009 business plan so clearly things are being tightened.  The 
question is, are they being tightened enough?  The Transport Committee had some 
evidence from London First who noted the increase in savings but said they had no real 
way of judging whether that was still an appropriate level.  Can you give us some 
comfort that the level of savings you are now aspiring to is enough?  The perception, as 
we have been talking about, is it is not a very efficient organisation. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  They are very, very 
demanding and they do not always receive the wholehearted support of all parties in 
the Assembly when we seek to implement them.  They are both demanding and 
difficult, in some cases, to implement.  If they were very light numbers I would feel the 
same scepticism as you - perhaps you are not expressing scepticism; you are just asking 
the question.  They are very, very challenging numbers of billions of pounds over the 
business plan period.  They are going to be difficult to achieve.  People are working very 
hard to achieve them.  It could be that they might be even higher but we have to 
demonstrate we can achieve what we have aimed for before we push further on that. 
 
Mike Tuffrey (Deputy Chairman):  It is one of the conundrums of the public sector - 
most of us have quite extensive experience of trying to get savings out of the public 
sector - how one gets the machine that is running itself to yield up the savings that are 
required, short of simply cutting the money and decreeing that they have to produce 
the same output. 
 
I do not have any answers.  I do come with a scepticism that a 150 year old organisation 
is as efficient as it could be, even with the increased levels of savings that you are -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Granted it is not as 
efficient as it could be.  That is London Underground in particular but probably true of 
TfL as well.  There are higher levels of efficiency in relation to bus operations because 
they are competitively procured. 
 
What I would say is that there is a recognition of this amongst management.  There is a 
very challenging savings target and I can assure you the organisation is very focused 
indeed on delivering it, not always with as much support as I think they are entitled to. 
 
Mike Tuffrey (Deputy Chairman):  Can I then ask about borrowing.  The advantage 
of borrowing is it allows you to shift when the investment is paid for, essentially, so that 
if we are investing now to increase capacity by 30% in the future - which is the great 
thing that is always trumpeted - increased borrowing would allow those future 
passengers with their 30% increased capacity to pay for that.  Are you at your 
borrowing headroom at present and, if so, what more should be done to increase?  
What sets that cap?  Is it a public sector borrowing requirement problem that the 
investment London need is, tied in with the over borrowing that has gone on 
nationally?  What more headroom can we get in TfL? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  The total level of 
borrowing by TfL is controlled by Her Majesty’s Treasury.  It is an annual limit.  We have 
taken advantage, to the end of the financial year that has just finished, in full of our 
borrowing capacity, as you would expect us to, which is why we have some positive cash 
balances at the moment.  We have a plan for fulfilling our borrowing prospects - our 



permission - over the financial year that has recently started.  The details of that I do 
not think I am entitled to disclose because they are market sensitive.  As you know we 
borrow through a number of means including the sale of bond securities and medium 
term loans but we have a plan for delivering our borrowing requirement over the current 
financial year as well. 
 
We also seek to manage our debt through the buy back of old bonds and refinancing.  
That does not count as new borrowing under the Treasury’s limits.  We seek to manage 
our debt to try to ensure we are getting the lowest cost.  We are doing that as well.  We 
have an active team in that regard. 
 
Mike Tuffrey (Deputy Chairman):  You could borrow more than the Treasury 
commissioned -- 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  No.  That is 
part of the deal -- 
 
Mike Tuffrey (Deputy Chairman):  Sorry, not legally.  You would be able to raise the 
finance if the level was higher -- 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  That is 
questionable.  There are three levels in a sense.  One, the borrowing must be approved 
by the Mayor.  He sets the authorised limit.  Within any such limit in agreement with 
Government, as part of our settlement each time we have had one, as well as grant 
levels, annual borrowing limits have been set.  Those are the things that are 
constraining us. 
 
The third thing is whether the level of borrowing we are putting on TfL’s balance sheet 
is something that the market considers sustainable.  Not only the question of whether 
we can borrow but the price at which we can borrow is dependent on our credit rating 
and our ability to borrow.  There are various criteria that credit agencies look at in terms 
of how much debt could be put on TfL’s balance sheet and, in particular, the ratio of 
debt service to income levels is one of the major metrics that they use. 
 
If you look at projecting forwards there is not much headroom - there probably is no 
headroom - to borrow at the present time based on the level of income that TfL is 
projecting.  We are pretty much close to the limits of what is sustainable. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  In other words, if we 
did illegally do - so to speak - what you suggested, it would adversely affect our credit 
rating and thus increase the cost of our borrowing. 
 
Mike Tuffrey (Deputy Chairman):  I am not sure you break the rules.  The issue is 
what the capacity is. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  We keep that 
under review all the time but that is the position as it is at the moment. 
 
Andrew Boff (AM):  We had some evidence at the Business Management and 
Administration Committee from Nick Griffin [Mayoral Advisor, Budgets and 
Performance, GLA] who expressed general dissatisfaction with the progress of the 



shared services agenda within the GLA group.  You seem to have given a different view 
of that.  You are confident with shared services being pursued in TfL? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I think we are 
talking about two slightly separate things.  The elimination of duplication is a 
historically established implication within TfL.  The sharing of services is progressing 
apace.  It really is.  That is definitely happening. 
 
The question then of sharing services across the GLA group is what I think Mr Griffin is 
talking about.  There, TfL has been extremely willing to work together with other parts 
to deliver improved services.  As you know we provide the legal services to the GLA.  
The GLA no longer has its own legal department.  That has been outsourced to us.  I 
know that Edward Lister [Chief of Staff and Deputy Mayor, Planning, GLA], having 
recently arrived, is keen to give this agenda a new push.  He has talked to me about it.  I 
have promised, on TfL’s behalf, that we will engage with it very, very fully indeed. 
 
There are more complexities sometimes to it than might appear to be the case because 
different systems are often in use.  I think Nick Griffin is the best person to ask about 
those because he is the person carrying Mayoral adviser responsibility for delivering that 
agenda. 
 
Andrew Boff (AM):  We certainly did ask Nick Griffin about this.  He did indicate that 
there was not a buzz for shared services across the GLA group through all the levels of 
administration.  There might have been the will at the top but it was not felt that that 
was happening through the organisation. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I think that must be 
a misrepresentation -- 
 
Andrew Boff (AM):  He did not, in particular, pick on TfL.  He was saying that about 
the whole -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  That is a failure to 
interpret correctly what he was saying as it applies to TfL! 
 
John Biggs (Chairman):  I think the record is very clear on that.  I suspect it would be 
acceptable if you were to make the argument sufficiently comprehensively to argue that 
there is so much pressure for internal reorganisation to meet your savings targets that 
to collaborate across the wider group might be a burden to you further.  You have not 
deployed that argument -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I have not made 
that argument.  I have not made that argument because that is -- 
 
John Biggs (Chairman):  I do not know what is wrong today but people do not seem 
to be able to listen to questions. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  You are putting 
words into my mouth, Chairman. 
 
John Biggs (Chairman):  No, no.  I have not put any words into your mouth. 
 



Daniel Moylan (Deputy Chair, Transport for London Board):  You suggested that 
I should make the following argument. 
 
John Biggs (Chairman):  No, no, no.  I am tempted to adjourn the meeting because 
this is just plain rude.  The question is you have not deployed that argument, you could 
have deployed that argument, you said there is a great willingness on the part of TfL to 
participate in shared services and we have seen no evidence of that.  We would be 
grateful, as a Committee, if you would furnish us with some evidence that you are 
collaborating actively on shared services across the GLA group. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I have already 
offered one example of legal services. 
 
John Biggs (Chairman):  Right.  Thank you. 
 
Andrew Boff (AM):  I think it was more rude to interrupt me while I was questioning, 
but that is up to you. 
 
John Biggs (Chairman):  OK.  Fine.  Mr Tracey? 
 
Andrew Boff (AM):  You are the Chairman.  You are part of the stitch up. 
 
Richard Tracey (AM):  One part of the necessary savings will obviously be the salary 
levels of TfL.  The public sector is on a two year freeze I think I am correct in saying.  
The TfL deal is coming to the end of a three year period.  Is that right?  Where are we 
going to go on savings in that area anyway? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  The first thing to 
say is - as I am sure you would want to acknowledge - that there has been a pay freeze 
for senior management at TfL -- 
 
Richard Tracey (AM):  Oh yes. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  -- which is now in 
its second year. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  The last year 
was the second year. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  The last year was 
the second year there has been a pay freeze for senior management at TfL including 
Director level, which includes quite a number of staff.  These gentlemen to my right, for 
example, have not had an increase in their basic pay for the last two years.  I do not see 
that that is always fully acknowledged in press reports of the situation. 
 
As far as the more general staff are concerned, there are broadly two pay deals around.  
There is the London Underground one which expired on 31 March this year and which is 
currently the subject of negotiations with the unions and there is the TfL one which 
expires on 31 March next year and where discussions have not yet started about what 
the future deal might be. 
 



Richard Tracey (AM):  What is the likelihood that TfL will follow the line of the rest of 
local government and freeze? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I can only speak for 
the London Underground pay deal really at the moment because that is the one in 
active negotiation.  You will be aware that the offer made by London Underground is 
for a five year deal with an increase that is in some way related to the RPI.  The stance 
of the trade unions at the moment is that they are not willing to accept a five year deal 
and they want an RPI related increase that is higher than the one that London 
Underground is willing to offer.  I think that is, broadly speaking, a fair summary of the 
positions of the two sides.  Being realistic, I would say, therefore, that neither side is 
pushing actively for a freeze in pay for London Underground starting on 1 April this 
year.  With neither side pushing for it, it is unlikely to be the outcome. 
 
Richard Tracey (AM):  That is unfair to their colleagues in local government is it not?  
Is TfL in a different world from the rest of local government? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  TfL is delivering 
very considerable efficiencies in the way in which it deploys staff.  As you probably 
know, in London Underground there have been 600 posts - correct me if I get these 
numbers wrong.  Is it 800? 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  800. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  800 posts removed 
in ticket halls and those posts have been removed and taken away.  There have been 
250 posts removed in Tube Lines as a consequence of the acquisition of that.  The total 
pay bill is something that is being watched very, very closely indeed. 
 
Richard Tracey (AM):  Daniel, you are a local councillor in Kensington and Chelsea -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I am. 
 
Richard Tracey (AM):  -- do you think you are achieving better in TfL then in terms of 
savings than you are in Kensington and Chelsea, or are you on a par?  Give your own 
personal comparison. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I do not think that 
would be a very fair comparison. 
 
Richard Tracey (AM):  Why?  You are both local government. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  No.  TfL is not an 
operation of local government.  TfL is a very substantial operating business with 
revenues of £3 billion a year delivering massive upgrade programmes of an engineering 
complexity barely matched in the rest of the world and, in some cases, considerably 
more complex than Crossrail it might be said. 
 
John Biggs (Chairman):  You should be exempt of the laws of value for money? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  What we are looking 
at is trying to ensure that we pay the right rate for the job and that, at the same time, 



we deploy the number of staff that is appropriate to carry out a job, changing working 
practices and improving working practices as we go. 
 
Gareth Bacon (AM):  TfL is substantially funded by the British taxpayer -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):   It is. 
 
Gareth Bacon (AM):  -- and enjoys substantially better conditions than many other 
public sector employees, and continues to do so.  Do you not accept that that is fair? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I am not sure it 
enjoys substantially better conditions than others. 
 
Gareth Bacon (AM):  Really?  You don’t think that the travel passes are good then? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  That is offered at no 
cost to TfL. 
 
Gareth Bacon (AM):  Yes, we can debate that endlessly can’t we? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Clearly there are 
certain benefits that arise from working for TfL.  If one looks at the package as a whole 
I am not sure that TfL staff are very much better off than other parts of the public 
sector, but clearly there are changes taking place in the public sector at the moment 
and there are others that are proposed for the public sector so that dynamic and 
relativity may change. 
 
What TfL is doing is trying to ensure that it has the right number of staff to do the job 
as efficiently as possible.  It is actively in the van of changing the numbers of staff.  I 
would have thought you would be praising TfL for reducing staff and getting a grip of 
this issue ahead of the rest of the public sector in right sizing the organisation to make 
sure the historical inefficiencies are gradually smoothed away because that, in fact, is 
what we are doing. 
 
Richard Tracey (AM):  I am simply, Daniel, trying to make the comparison between 
the plight of your local council, Kensington and Chelsea, where you are probably telling 
your constituents, “My goodness, this is hard work but we are having to go through this 
in the national interest because of the plight that the incoming Government found 
itself”.  TfL.  I am asking you about savings to be made on staff costs.  It seems to me 
that the parallel is a perfectly correct one. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I am talking to you 
about actual savings made and delivered on staff costs at TfL that have been achieved 
and banked.  I am very much responding to your question. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  You talk about 
a comparator with local government and I do not reject that entirely because, clearly, 
they are publicly funded -- 
 
Specifically, Daniel referred to pay negotiations on London Underground.  We cannot 
not take account - because the trade unions do not - of what is going on elsewhere 
within the rail industry, which also receives Government support.  There has been a 



much publicised settlement on Network Rail, for instance, which is in receipt of 
Government support. 
 
Darren Johnson (AM):  Chairman, very quickly before we move on, can I request that 
you apologise to Mr Moylan.  I really do not think it is appropriate to tell witnesses to 
shut up -- 
 
John Biggs (Chairman):  You are quite right, and I should. 
 
Darren Johnson (AM):  -- and I do not think it reflects well on the Assembly. 
 
John Biggs (Chairman):  You are quite right.  I do apologise for that.  He does have 
an ability to drone on and on and his answers are 98% rhetoric -- 
 
Andrew Boff (AM):  You wonder why we make it difficult for you to Chair. 
 
John Biggs (Chairman):  You don’t, normally. 
 
Mike Tuffrey (Deputy Chairman):  Just as a postscript to the debate we were having 
about efficiencies and shared services, through the marvels of modern technology I am 
told that London Fire and Emergency Planning Authority (LFEPA) has been exploring 
sharing IT help desks with TfL and that that is not going ahead - so I read in a 
Committee paper that is coming to an LFEPA Committee - because TfL’s cost per call 
for IT is £12 and LFEPA’s call per IT call is £5.  The logic of shared services hits 
inefficiencies.  You will want to look into that but, on the face of it, there are still cost 
questions in TfL and, if we are moving to shared services, that has to be a net saving, 
rather than a net increase. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I will very happily 
look in to that. 
 
Mike Tuffrey (Deputy Chairman):  I am sure we could give you that particular view -
- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  If you could. 
 
Mike Tuffrey (Deputy Chairman):  -- from LFEPA.  I am sure there is a TfL view.  
That is just reality.  That explains why perhaps Members are pushing in their questions 
on these issues when we see those sorts of facts being bandied around. 
 
Can we go back to affordability.  The central thing is I understood from an economist’s 
point of view your balance of supply and demand and if people will pay and keep 
travelling then, clearly, it is affordable.  That is one dictionary definition of affordable.  
The dictionary definition of affordable that I would like to use is in terms of ordinary 
Londoners feeling, “Is this value for money?” at a time when they are facing pay freezes 
or job losses and a time when benefits are being linked to the Consumer Price Index 
(CPI) going forward, and not RPI.  I would like to understand your thinking around 
affordability. 
 
The first question is should you continue to link to RPI when CPI seems to be the 
Government’s preferred measure?  That is consumer price index as opposed to retail 
price index, for the record. 



 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is not an arbitrary 
choice.  The question of the index by which one inflates must be related to costs and 
our costs are, certainly as far as salaries and wages and so forth are concerned, are 
historically, and probably for some time in the future, linked to RPI, rather than to CPI.  
Much of the other costs that we incur are, in fact, linked to that measure.  It is not a 
case of simply, “Shall we just switch from one to another haphazardly?”  The index is 
chosen in relation to the costs that TfL has. 
 
I need to express this slightly more carefully.  It is the Mayor’s decision.  It is not TfL’s 
decision.  We are not, in our business planning process, considering changing from RPI 
to CPI and we would not do that unless we were told that the Mayor intended to make 
a decision on fares which changed that basis. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  It is 
equally the case that, despite the Government’s policy on CPI in many other areas, that 
is not what they have done on the fares that they control. 
 
Mike Tuffrey (Deputy Chairman):  In the Department for Transport.  Yes.  Indeed, 
with pensions, for example, there is different indexing going on.  Pensioners enjoy free 
transport through the Freedom Pass.  My point is, simply, if a large body of Londoners 
are seeing in terms of their own incomes a link to CPI, it might be more transparent to 
say CPI plus a bigger percentage so people can see what that addition is over and above 
what their income is. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  We have 
to be clear that the policy that the Government has instituted on benefits is not CPI.  It 
is CPI with some additional factors such as a minimum level of increase.  There is a triple 
lot that the Government has put on how benefits are going to get indexed which is not 
appropriate indexation for our cost base.  The Mayor can choose what indexation -- 
 
Mike Tuffrey (Deputy Chairman):  I am not saying CPI or RPI is your cost base.  I am 
simply saying, in terms of expressing fares in those terms, it is easier for Londoners to 
understand how much extra they are paying.  I am questioning is it easier for them?  I 
suspect it is if it was CPI. 
 
You have taken me into my next question which is the whole changes coming in 
welfare, the welfare to work programme for example, and all the benefit changes that 
are going on.  What thinking is going on - I maybe should ask you, Shashi - in looking 
at options - not yet at the policy stage - to change the mix of discounts that are 
available so that you have a fares package that is fair and affordable by my definitions 
of affordable?  How is that changing? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  We 
already have in London the most generous package of concessions available on 
transport anywhere in the UK and, I would suggest, anywhere in the world.  We have 
had a delegation from New York with us this week, where the employees are not 
allowed to travel free on public transport.  They are allowed to travel at a concessionary 
rate but not free.  Children are not allowed to travel free almost anywhere in the world 
without paying fare in the way they are able to do so in London.  The starting point on 
this is that we already have a very generous system of concessions on public transport. 
 



One always keeps in review what other segments of population may be in need of 
concessions, including segments identified by Government.  There is no plan right now 
that the Mayor has instructed us to do to look at any other new groups for concessions. 
 
Mike Tuffrey (Deputy Chairman):  Additional groups, OK, but in terms of changes, 
for example, one that I have championed, the Jobseekers’ allowance with a 50% 
reduction on bus fares for a period.  How are you envisaging that will change, given the 
changes in the benefits structure? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  I 
remember you asking this question last year as well.  The fact is that the Government’s 
own approach to Jobseeker’s Allowance or the employment seekers allowance or 
various other benefits of that kind is still not entirely clear.  They have metamorphosised 
over time and we have kept pace with the metamorphosis.  We will in the future as well 
as these definitions are changed. 
 
I think we know, specifically, where those system benefits are going.  It is very difficult 
to pronounce upon what we might do.. 
 
Mike Tuffrey (Deputy Chairman):  In terms of this coming fares decision for next 
year that the Mayor will take in the autumn, you are not anticipating any major 
changes, or even any changes by the sound of it, to the package of -- 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  The first 
thing is we cannot anticipate a reverse in the decision because -- 
 
Mike Tuffrey (Deputy Chairman):  No, no, no, but you do all the work to give the 
options to him. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  There 
has not been a change to the Jobseekers’ Allowance in the last period.  There is a lot of 
discussion about what will happen to it in the future, but there has not been a change 
to the Government’s definition of that period in the last year. 
 
Mike Tuffrey (Deputy Chairman):  Daniel, from a policy direction point of view.  It is 
a fact of economic life that if you have to raise a certain amount from fares, the more 
discounts you give different things the higher the amount for the full payers.  Are you 
looking at an option where the generous package of discounts would be reduced, thus 
reducing the burden on those who are paying full fare and still do not achieve the same 
income? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is fair to say that 
the Mayor made it very clear at the time of the CSR that one of his objectives was to 
secure the existing pattern of concessions on public transport that existed.  He was 
successful in doing that and a business plan has been constructed for the next four year 
period which assumes that pattern of concessions will remain.  If he was intending to 
make changes to that he would have probably let some indication of his thinking appear 
already. 
 
I do not expect there to be any change.  Not all of them of course have a Freedom Pass 
as a statutory scheme operated by the boroughs but, in the areas where the Mayor has 
exercised discretion in the past - or his predecessor - I am not aware of any change that 



the Mayor is looking to.  He has done extremely well to come out of the CSR having 
defended an existing package which is generous by the standards of the rest of the 
country and that generosity, in private discussion, I do not mind sharing with you, has 
been commented on by Members of the Cabinet.  Nonetheless, the Mayor has 
succeeded in preserving them and defending them and justifying why London should 
retain them. 
 
Richard Tracey (AM):  Chairman, could I ask for the up to date statistics?  What 
percentage of people are now travelling without paying any fare at all?  40% is quite 
often talked about but is it more than 40% now?  Do you actually know?  As a result of 
the Freedom Pass and children’s’ passes and so on. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  That 
proportion is very stable.  It does not change. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  It is 40%.  
That is on the buses. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  It is 
33% who travel without paying a fare at all and there is another 6% who pay a reduced 
fare.  It is 40% of people who travel on concessions, of which 33% or 34% do not pay a 
fare at all. 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  On buses. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  On the 
Tube it is a much smaller number.  It is roughly in the order of 5%. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is fair to say, for 
the Freedom Pass passengers, TfL is reimbursed by the boroughs for that cost. 
 
Richard Tracey (AM):  That did increase to 24 hours of the day -- 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  We are not 
reimbursed for that part.  That is true. 
 
Richard Tracey (AM):  You mentioned the other parts of the country that compare to 
London.  What is the comparable bus fare in other cities of the UK?  We are talking 
about a standard bus fare in London and then tell me what the other cities charge. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  The 
average revenue that we earn on a bus journey is about 60 pence.  The average revenue 
of a bus journey for anyone else in the country is a number that you will not find 
anywhere because it is a number that needs to be derived from multiple sources of 
statistics because in a de-regulated environment there is no requirement upon them to 
publish these fares.  Our estimation is that the average bus fare in the rest of the 
country is between 90 pence and £1. 
 
Richard Tracey (AM):  In comparable cities - Manchester, Birmingham, Leeds?  That is 
presumably one of the reasons why there were some questions in Cabinet about the 
affordability in London. 
 



Shashi Verma (Director of Fares and Ticketing, Transport for London):  Yes. 
 
Richard Tracey (AM):  Thank you. 
 
John Biggs (Chairman):  Partly unregulated in those other cities. 
 
Murad Qureshi (AM):  Mike [Tuffrey] raised the game of the Committee by 
mentioning the economics.  I want to be clear about explanations for the increased 
ridership.  I would suggest it is probably not to do with what TfL is doing; it is probably 
to do with petrol prices.  To what extent do you keep an eye on that: people switching 
from car to public transport as a result? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  Petrol 
prices and a number of other factors influence demand, as I suggested earlier on, 
including employment -- 
 
Murad Qureshi (AM):  It is a combination of petrol prices but, anyway, OK. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  There is 
employment, there is population, there is housing, there is petrol prices, there is the 
level of road congestion; there are a variety of factors of that kind that go to 
establishing demand.  Not least to say the ease with which you can travel.  For example, 
in the last 18 months, there is very strong evidence that the introduction of Oyster on 
national rail services has increased demand on national rail by 5.5%.  There are a whole 
variety of factors and I can give you a catalogue of these things.  All of these factors 
influence demand and the increase of petrol prices is a determinant of demand. 
 
Murad Qureshi (AM):  We have entered a period where we have had peak oil prices 
and there are a lot of car owners at the end of the Tube lines, who may have switched 
as a response to those prices.  What I am saying is transport prices are probably more 
sensitive to that than we will acknowledge.  The public transport website clearly keeps 
an eye on that. 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  We do 
too. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  It is fair to say - and 
this comes back to what Mr Tuffrey was saying about the economics - there is some 
elasticity of demand in transport usage to price changes.  That is well established.  
When fares are increased TfL knows that there is generally a reduction in demand and 
factors that into its revenue forecast from any fares increase.  While I grant you it is not 
as simple as moving from Tesco to Sainsbury’s to Waitrose to get the cheapest price 
they are offering, nonetheless there is some genuine demand. 
 
The interesting thing about the fares increases that have occurred in recent years is that 
they have not depressed demand in the way that might have expected.  That is what 
you saw happen last year.  When I say they are affordable we are carrying 3.3 billion 
people a year, we are carrying more people than ever and they are affording to pay the 
fares. 
 



Gareth Bacon (AM):  To what extent could the higher than expected revenues 
achieved from fares in recent years potentially be passed back to paying customers 
through slightly reduced fare increases in forthcoming years? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  I think I explained.  
There was somewhat of an increase in revenue over what was expected, partly because 
there was more recovery than expected.  Both that and its consequences for the future 
have been baked into a four year business plan which has accommodated a reduction in 
expected grant over that period of approximately £2.2 billion.  If you like, that 
additional money - which is not actually huge - has gone into a mix that allowed the 
business plan to be constructed on the basis of reduced grant income while, 
nonetheless, maintaining a very, very full capital upgrade programme and services and 
concessions at the level at which they were prior to that.  If you say, “Where has that 
money gone?” that is where that money has gone.  It is not there to give away twice, 
being frank. 
 
Gareth Bacon (AM):  To be fair, the discussion we have had has probably covered that 
for me. 
 
John Biggs (Chairman):  There is a small segment of it which is whether, 
notwithstanding what Mr Moylan has aid, it might be reasonable if, for its future 
achievement on revenue, to factor that into decisions about fares in future years. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  We will have the 
opportunity to do that if it is achieved, but it will be the Mayor’s decision. 
 
John Biggs (Chairman):  Obviously the Mayor is influenced by the cultural propensity 
of TfL to recommend a decision to him. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Clearly the Mayor 
takes advice from the experts in his GLA family and that is from TfL in relation to 
transport and fares, but it is the Mayor’s decision.  If the Mayor wishes TfL to change its 
business plan assumption he will, no doubt, say so.  That would be a reasonably public 
thing because we would have to produce a new business plan.  At the moment we are 
working on the guidance received from the Mayor as to what his intentions are.  If, 
suddenly, a great helicopter filled with gold arrives at Windsor House and drops a huge 
load of money onto our laps we will draw that to his attention and ask him what he 
would like to do with it.  Fares will be one of the options that we could consider.  They 
are not there.  We are two months into a business plan and we are living according to it. 
 
Gareth Bacon (AM):  In all honesty, Chairman, I was going to try to hypothetically 
tempt Mr Moylan into saying more or less what he said but he said it probably more 
eloquently than I could have asked him to.  Since the Mayor is reliant on his experts for 
advice it can almost be a conjuring trick.  You give him a number of options but really 
he will always take the card that you want him to take. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  That is ridiculous. 
 
Gareth Bacon (AM):  It is not ridiculous, is it?  You are quite right to say that it is the 
Mayor’s decision ultimately, however, he is heavily dependent on the advice provided to 
him by TfL, as the acknowledged experts in that area.  Therefore, if the fares income 
does exceed significantly forecasts for coming years, would you be presenting that 



option to him as a possibility of either a fare reduction - but that is unlikely - or a lower 
increase in forthcoming years? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Can we address that 
issue as and when it arises?  At the outset of this meeting, Chairman, there was some 
implied criticism of TfL for failing to make accurate forecasts of its future income.  You 
are now asking -- 
 
Gareth Bacon (AM):  Not from me. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  No, no.  I am not 
rejecting that criticism because obviously it has not been got right.  We have tried to 
explain why it has not been got right.  There was some criticism we had not got it right.  
Now we are being asked to say, hypothetically, what we would do if we continue not to 
get it right and in what particular direction.  My answer to you is that we do not think 
we have got it wrong.  We think we probably have got it right.  We have a robust 
business plan.  We are living by it.  Our focus, frankly, is on delivering the very 
challenging level of savings which are required.  I am very proud of the organisation for 
stepping up and doing that as effectively as it has -- 
 
Andrew Boff (AM):  Some Members want you to forecast your forecasts. 
 
John Biggs (Chairman):  No, no, no. 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  Exactly.  We have to 
forecast our forecasts now and then tell you what we say we would do with it.  It is 
interesting speculation to entertain but not one of great public interest or value. 
 
John Biggs (Chairman):  Mr Moylan, you clearly cannot have your cake and eat it.  
Another way of asking Gareth Bacon’s question would be to ask what happened when, 
hypothetically, a previous Mayor allegedly did not follow the cast iron recommendation 
from TfL.  It is sauce for the goose, isn’t it? 
 
Gareth Bacon (AM):  He lost his position. 
 
John Biggs (Chairman):  Arguably, yes.  
 
Murad Qureshi (AM):  As we are in the forecasting game let’s stick to that.  With the 
increasing reliance on fare revenues I want to get some gauge of what TfL is thinking 
about the impact on passengers if there is a decline in the economic activity in London 
and the economic growth and what assumptions you would make? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  There is a risk factor 
for TfL because if you are dependent on fare income, and that fare income does not 
materialise, that is clearly a risk factor and that is exactly the risk that eventuated two or 
three years ago as a consequence of the recession.  One responds like other businesses 
to that by cutting back on expenditure and seeking additional sources of revenue, 
which is what TfL did at the time.  So one comes through that. 
 
There are many other risk factors that TfL faces.  Most obviously Government grant is 
one of them.  In some ways larger risks because, generally speaking - granted that there 
can be some value criticism of TfL’s forecasting record in the last few years - TfL is 



good at forecasting revenue and ridership is generally fairly stable.  One is talking about 
marginal changes.  They make a difference.  That is not to compare, for example, with 
being told at very little notice that you have to deliver £108 million of savings in the 
next few months.  That is a more dramatic risk factor that can arise. 
 
We have risk exposure to fares income, we have risk exposure to Government grant and 
we watch all of them.  The risk exposure to fares is not, necessarily, the one that is most 
dramatic in its impacts, at least in the short term.  That is relatively stable. 
 
Murad Qureshi (AM):  Daniel, you are right to emphasise it is the way you manage it 
but I am trying to gauge, for example, to what extent you will still be listening to GLA 
Economics, for example.  It has downgraded its forecasts.  Has that already been 
discounted? 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  The latest 
forecast is slightly less optimistic than the one of which our business plan was built.  In 
that sense, that one factor would have a slightly negative effect on our revenue 
projections, but we have to take account of all the other factors.  We will first look at 
this as part of our quarterly forecasting process which will be completed in July 2011. 
 
Murad Qureshi (AM):  While we are on this economic front we have not touched on 
inflation and how it affects affordability, how safeguarded are we against energy costs 
going up?  Households are being hit by two price increases: one at the beginning of the 
year and another one at the end of the year.  I presume it must affect TfL’s activities? 
 
Stephen Critchley (Chief Finance Officer, Transport for London):  It does.  
Clearly in terms of the bus side of the house that is for the operators to control, and 
they do because we have a contractual price in there, but there are other indexation 
provisions which allow for some of that to be written to us in the price.  The major 
factor on bus costs in inflation is actually salaries and wages. 
 
On the Underground, where we have not a direct exposure, we buy ahead.  We have a 
programme to fill up to two years ahead forward buying electricity.  There are trigger 
prices set such that if our budget is likely to be exceeded we buy forward. 
 
Murad Qureshi (AM):  What I am trying to get to is have you made provision so that 
we are not going to be hit by increases in fares on the back of -- 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  The fact 
is we hedge where we can and we contract where we can but we are not insulated from 
the markets. 
 
Murad Qureshi (AM):  I want to find out the extent to which you hedged against it? 
 
Daniel Moylan (Deputy Chair, Transport for London Board):  We actively manage 
the bulk purchase of electricity forward and we have a team that does that.  We gauge 
external advisory consultants.  We aim to get it right but, as Shashi said, we are not 
insulated from the market.  We try to manage it as effectively as we can.  We are a very 
significant purchaser of electricity so we have some market power in that market, but 
we are not insulated from it.  We have outsourced to the bus operating companies most 
of the risk of increases in bus fuel prices. 
 



Valerie Shawcross (AM):  When and how do you expect the detailed fare increases 
for the coming year to be announced? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  As you 
all know the fares decision date is always 2 January and fares have to be announced 70 
days before that, which means that 24 October is always the deadline by which fares 
need to be announced.  The Mayor is not obliged to take decisions before then.  He 
can, but he is not obliged to make decisions before then.  I have no idea what the 
Mayor is intending to do this year but fares will be known by October. 
 
Valerie Shawcross (AM):  The announcement is in his gift and his ownership? 
 
Shashi Verma (Director of Fares and Ticketing, Transport for London):  His gift, 
yes. 
 
Valerie Shawcross (AM):  OK.  Great.  Thank you. 
 
John Biggs (Chairman):  Thank you very much.  
 
 

 


