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Foreword

Susan Hall AM
Chairman of the Budget and Performance Committee

Over the past few months, the London Assembly Budget and Performance Committee has
reviewed the Greater London Authority (GLA) Group Budget following the substantial impact
that the COVID-19 pandemic is projected to have on its finances.

The London Assembly has a responsibility to ensure that taxpayers' money is spent in a way
that provides the best service for Londoners. In light of the budget issues facing the GLA, our
Committee reviewed the London Fire Brigade’s (LFB) budget, future plans, and the London Fire
Commissioner’s (LFC) transformation programme.

Since the tragic Grenfell Tower fire in 2017, and the critical watchdog report from Her Majesty’s
Inspectorate of Constabulary and Fire and Rescue Services late last year, it became evident that
the LFB needed swift change. Now under new leadership, Commissioner Andy Roe has
promised to deliver a transformation programme to make the LFB more efficient to better
protect Londoners across all areas of the city.

Like with anything, real change requires money—for training, equipment, and employees. The
problem is, from our Committee’s review, that the Commissioner faces real challenges.

The COVID-19 pandemic has had a significant impact on the GLA’s finances and subsequently
on the LFB’s finances. First the loss of funding followed by in-year cuts required, and then the
additional costs from cleaning stations to providing correct Personal Protective Equipment
(PPE). There is no argument that this extra spend was needed; firefighters must be kept safe.
But it all comes at a cost.

Like many public services across the UK, the LFB has not been spared from the economic
damage caused by the pandemic. This has partly been a result of the crisis” broader impact on
the GLA's finances. However, it is also a consequence of the LFB’s own lack of prudent
financial management and long-term financial strategy.

This year has been tremendously difficult for everyone financially and what’s needed is
long-term planning to help steer organisations like the LFB out of a sea of uncertainty.
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Before the COVID-19 pandemic, our Committee was concerned by the LFB’s overspend on
overtime for firefighters and reliance on Government funding for LFB’s employee pension plans.
These budget issues are not going away. There’s no magic money tree to get the LFB’s budget
back on track. Last year, we encouraged the LFB to urgently resolve this issue on overspend, as
it will not solve itself.

The Commissioner must urgently look at how he’s going to use his budget given the constraints
in the short, medium, and long-term. The LFB cannot afford to have any budget issues as we
continue to deal with COVID-19, particularly not if the Commissioner is to deliver the truly
transformational programme the Grenfell legacy demands.

As this report highlights, there is little appetite from the leaders of the LFB to change direction.
Tough times require tough decisions, and it is time those in charge of providing fire safety
services take measures to ensure that the funding gap is closed. To this end, it is vital that the
Commissioner takes forward the recommendations of this report in the upcoming 2021-22
Budget. Failure on this front would diminish the invaluable role the LFB provides, serving the
people of London.
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Executive Summary

The London Fire Brigade (LFB) provides vital frontline services to protect the capital’s 8.6
million residents. It is a pivotal frontline service, aiming to work with local communities across
the capital to promote fire, road and water safety to keep Londoners safe. As well as
responding to fires, the LFB also provides specialist services, which include attending
emergencies such as floods and road traffic collisions.

In recent years, the role and presence of the fire service has had renewed significance and
complexity. In particular, the Grenfell tragedy in 2017 has increased demands on the service.
Since this tragic event, and Her Majesty’s Inspectorate of Constabulary and Fire & Rescue
Services highly critical report into how the LFB operates, it has finally begun a much-needed
transformation programme.

However, the COVID-19 pandemic has hampered the London Fire Commissioner’s financial
capabilities, both from the impact of the pandemic on the fire service itself and on the wider
GLA Group’s finances. This means that the fire service will be required to make significant
savings in this year, and in subsequent years.

This report highlights a number of concerns that the London Assembly Budget and
Performance Committee has found through a review of the London Fire Commissioner’s
finances over the last few months and acknowledges the areas in which progress has been
made.

The COVID-19 pandemic has led to additional costs for the London Fire Commissioner, from
cleaning stations to providing officers with correct Personal Protective Equipment (PPE). There
have also been costs associated with supporting the London Ambulance Service (LAS), though
this has been mitigated by discussions with the LAS about cost recovery in this area. Although
the LFB has said that lessons have been learnt and “appropriate actions” will be taken to
mitigate any further costs associated with the pandemic, the Committee expects to see detailed
plans. This comes at a time when the demands on the Brigade are increasing. COVID-19 has
created new challenges, the impact of regulatory reform after Grenfell continues to increase
demand on the LFB’s resources, and the need to maintain fire call-out attendance times
remains essential.
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At a time when the wider GLA Group needs to make £493 million of savings as a result of lost
income arising from lower council tax, business rates receipts and investment income, the
Mayor has decided to impose the smallest proportionate reduction in income to the LFB. At the
Thursday 22 October meeting of the Budget and Performance Committee, the Mayor indicated
that in order to support the LFB, the Government should:

e Make rapid progress on the concerns around the built environment;
e Implement the Phase 1 Grenfell Inquiry recommendations;
e Provide funding for the £25m pension gap; and
e Provide financial support for the LFB to make sure we have a fire service that:
o deals with terror attacks,
o deals with fires in high-rise buildings
o assists the London Ambulance Service (LAS) in dealing with the pandemic
o works on prevention.'

This report also shows the LFB’s over-reliance on using reserves to finance budget gaps. The
Committee appreciates the use of reserves in the short term to bridge the financial pressures
created by COVID-19 without impacting on the ability of the Brigade to keep Londoners safe.
However, a continual reliance on reserves risks creating a backlog of savings to be made in
subsequent years and is unsustainable in the long term, with worrying implications for the
medium-term stability of the service and its ability to fully protect London and Londoners.

During the course of the review, the Committee heard that the LFB has been engaged in
conversations with City Hall and is working on lobbying the Government to secure additional
funding. The Committee supports the LFB in these lobbying efforts and hopes that further
central Government funding is forthcoming. However, the Committee has found little evidence
of any other long-term financial plan from the LFB which sets out how future budget gaps will
be addressed if government funding is not forthcoming.

Alongside this, the report examines long-standing issues that the LFB has faced, including
increasing overtime costs and a pension plan that is contingent on Government funds. COVID-
19 has clearly exacerbated overtime costs, and the Committee recognises that the decision over
the pensions plan has been further pushed back as a result of the Government’s understandable
decision to not go ahead with a three-year Comprehensive Spending Review. The Committee is
pleased that the LFB recognises these issues need to be resolved but is discouraged by the
continued lack of progress to date.

The Committee would like to see further progress in finding savings and generating income in
other areas, including the LFB’s property portfolio and limited sponsorship income
opportunities. This could prove to be vital, especially if sufficient Government funding is not

'London Assembly Budget and Performance Committee meeting, 22 October 2020, p.45


https://www.london.gov.uk/about-us/londonassembly/meetings/documents/b20613/Minutes%20-%20Item%205%20Transcript%20Thursday%2022-Oct-2020%2010.00%20Budget%20and%20Performance%20Committee.pdf?T=9
https://www.london.gov.uk/about-us/londonassembly/meetings/documents/b20613/Minutes%20-%20Item%205%20Transcript%20Thursday%2022-Oct-2020%2010.00%20Budget%20and%20Performance%20Committee.pdf?T=9
https://www.london.gov.uk/about-us/londonassembly/meetings/documents/b20613/Minutes%20-%20Item%205%20Transcript%20Thursday%2022-Oct-2020%2010.00%20Budget%20and%20Performance%20Committee.pdf?T=9
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forthcoming.

Taken together, these issues will risk limiting the LFB’s activities in continuing to provide
Londoners with the services they deserve and need.
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Recommendations for the LFB’s 2021-22 Budget

Recommendation 1

The LFB should outline in its 2021-22 Budget that it has sufficient resources to fund
the delivery of its transformation.

Recommendation 2

The LFB needs to outline a sustainable long-term financial strategy that is less reliant
on drawing down its reserves.

Recommendation 3

The LFB needs to provide a detailed plan, with timescales, on how overspend on
overtime will be driven down in the coming years to support its final 2021-22 budget.

Recommendation 4

The Committee supports the LFB in its efforts to work with the Government to secure
additional funding, however there is no guarantee additional resources will be
provided. The LFB must create a contingency plan in case the Government does not
provide funding for items such as the LFB’s pension allocation for 20217-22.
Thereafter, the Government and the LFB must agree a long-term pensions funding
settlement.
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Chapter one: The LFB’s finances

Recommendation 1

The LFB should outline in its 2021-22 Budget that it has sufficient resources to fund
the delivery of its transformation.

The LFB is a functional body of the GLA, headed by the London Fire Commissioner (LFC), Andy
Roe. It is responsible for providing vital fire and rescue services in London. The LFC approves all
formal decisions about the LFB.

The London fire service is a pivotal frontline service, aiming to work with local communities
across the capital to promote fire, road and water safety to keep Londoners safe.

Over the last decade, the number of fire and non-fire incidents that the service has responded
to has fallen (see Figure 1). In 2009, the fire service responded to 134,379 incidents, of which
29,591 were fires and 41,797 were incidents which required specialist services. Comparatively,
in 2019, the service attended 17,993 fires and 33,053 special service incidents — a respective 39
per cent and 21 per cent decrease. The Committee welcomes the results of the LFB’s
preventative efforts that has contributed to this decline.

Figure 7: Number of incidences dealt with by the fire service since 2009.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

False Alarm Fire M Special Service

Source: London datastore: London Fire Brigade Incident Records 2009-2020

In the last few decades, there has also been a downward trend in the number of fire deaths in
London (see Figure 2). The exception to this was 2017, when the Grenfell tragedy occurred.
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Since the Grenfell Tower Inquiry, the LFB’s own independent review of the tragedy, along with
the critical Her Majesty’s Inspectorate of Constabulary and Fire and Rescue Services (HMICFRS)
inspection of the Brigade, the LFB has embarked on what it believes is, an ambitious
transformational programme. The aim of this programme is to articulate a more strategic
direction for the Brigade, providing “a strong foundation for 2020 and beyond.”

Figure 2: Total number of fire deaths in Greater London, since 1966
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Source: LFB, Fatal fires in Greater London — Fire Facts (2019)

The COVID-19 pandemic has further amplified the LFB’s importance. From assisting ambulance
drivers, to collaborating with other blue light services to respond to suspected COVID-19
deaths in the community and transporting PPE across the capital, the fire service has had an
active and crucial role during the pandemic, which has extended beyond its traditional duties.
The Committee welcomes the way the LFB has stepped up during this time and its collaboration
with the LAS is an example of how blue light collaboration can benefit the public sector and
Londoners.

“It is fair to say in summary that COVID-19 has had a significant impact on all
public services and the LFB is no different in that sense.

Andy Roe, London Fire Commissioner
Budget and Performance Committee, 22 September 2020.}

However, like many public services across the UK, the LFB has not been spared from the
economic damage caused by the pandemic. This has partly been a result of the crisis” broader

2 hittps://data.london.gov.uk/dataset /fire-facts--fire-deaths-in-greater-london NB: Data for 1977 is missing in
the graph as it was only available until 31 October 1977 (36, 151 fires and 700 chimney fires) due to a fire service
national strike.

? London Assembly Budget and Performance Committee meeting, 22 September 2020,
https://www.youtube.com/watch?v=kPWBXyikZJY&t=3436s


https://data.london.gov.uk/dataset/fire-facts--fire-deaths-in-greater-london
https://www.youtube.com/watch?v=kPWBXyikZJY&t=3436s
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impact on the GLA’s finances, but also, as this report highlights, a consequence of the cost of
the “ambitious” transformational programme.
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Chapter two: Calling in the reserves

Recommendation 2

The LFB needs to outline a sustainable long-term financial strategy that does not
significantly rely on drawing down its reserves.

The LFB’s budget is set by the Mayor of London. This is alongside the other functional bodies
of the GLA, including the Metropolitan Police Service, Transport for London (TfL) and London’s
development corporations (the London Legacy Development Corporation and Old Oak and Park
Royal Development Corporation) which together make up the GLA Group.

The LFB’ s 2019-2020 Performance

The LFB’s gross expenditure in its revised 2019-20 budget was £472 million. This was increased
by £17.5 million to £489.5 million in the 2020-21 budget, representing a 3.7 per cent increase.
The forecast outturn for 2019-20 was £473.1 million; this therefore represents a change of
£16.4 million.*

The 2020-21 Budget contained the following components:
e Planned savings of £3.4 million in 2020-21;

e £11.1 million net increase in service expenditure and income, of which £3 million pays
for new staff and £2.2 million for the independent review of training;

e An additional £3.5 million to fund the LFB’s transformation programme, which will be
funded in 2020-21 and 2021-22 by the LFB reserves and additional money from
retained business rates. It was anticipated that the ongoing cost would be met by
efficiencies delivered through the transformation programme;

e Net increase in the transfer from reserves of £11.1 million, reflecting the additional use
of the Budget Flexibility Reserve (BFR); and

e Net reduction of £2.4 million in specific grants and retained rates, including the impact
of a forecast reduction of £2.2 million in specific government grants, compared with
2019-20. The grants cover the funding from the Home Office for additional pension
contributions, following the 2015 scheme revaluation, which is assumed to continue
into 2020-21.°

4 GLA, The Greater London Authority Consolidated Budget and Component Budgets for 2020-21, March 2020,
, p- 35.
> Idem, pp.35-39.


https://www.london.gov.uk/sites/default/files/finalbudget_march20.pdf
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The 2020-21 Budget shows that even before the additional financial costs of COVID-19, the
LFB was set to face a growing budget gap, with the gap growing to £34 million by 2022-23

(see Figure 3 below). The majority of this shortfall results from the uncertainty over
Government funding for pensions in the coming years.

Figure 3: LFB’s budget gap would have grown to £34 million in 2022-23 and 2023-24
before the impact of COVID-19

LFB BUDGET FORECASTS 2019-24

600

500 473.1 473

400

300

200

100

2019-20*

= Total Expenditure Total Income

489.5 489.5

2020-21 2021-22

479.2

2023-24

Source: The Greater London Authority Consolidated Budget and Component Budgets for 2020-
21, March 2020. *outturn only.

2019-20 Financial Performance

The LFB’s 2019-20 outturn report shows that there have been areas of significant over and
underspend. In terms of the latter, the report states that LFB’s revenue expenditure outturn
position was a £6.3 million underspend.® £3.1 million of this was due to an accounting policy

change.

The second most significant driver of underspend (£1.2 million) was in the Fire & Rescue
Service staff budget, due to ongoing vacancies and particular challenges recruiting and

retaining Fire Safety Inspecting Officers given the higher level of pay for these officers in the

private sector.

5 LFB, Draft Outturn Report for 2019/20, 20 May 2020,

, p- 2.


https://www.london.gov.uk/about-us/londonassembly/meetings/documents/s82388/Appendix%204%20-%20LFB%20Q4%20monitoring%20report.pdf
https://www.london.gov.uk/about-us/londonassembly/meetings/documents/s82388/Appendix%204%20-%20LFB%20Q4%20monitoring%20report.pdf
https://www.london.gov.uk/about-us/londonassembly/meetings/documents/s82388/Appendix%204%20-%20LFB%20Q4%20monitoring%20report.pdf
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Other areas of underspend include:

e £0.9 million on hardware and software due to a significant number of orders for
equipment and services that could not be delivered due to COVID-19;

e £0.5 million due to a reduction in the overall spend on Mechanical, Electrical and
Plumbing planned works compared with the forecast reported by the LFB’s Property
Services Integrator (KBR) for building maintenance;

e £0.4 million on ‘Other Property” services due to a delay in progress of the LFB’s
Property Transformation project. The report states that the LFB’s new Head of Property
joined in late November 2019. The slow progress is a potential concern as it is a key
area of transformation to deliver savings and service improvements.’

The LFB’s net revenue underspend masks a number of areas of overspend. Most acutely, the
LFB overspent by £1 million on overtime. The LFB noted its average number of vacancies had
fallen from 61 at Quarter 3 to 56 at year end in 2019-20.

However, the Committee is concerned that overtime remains a significant driver of overspend
and that the LFB has not yet resolved this issue. In the Budget and Performance Committee’s
meeting on 22 September 2020, the Commissioner indicated that this was related to COVID-19
and the costs of supporting ambulance drivers, noting that the LFB is seeking to work with the
LAS to reimburse this cost.® The Committee recognises that overtime spends may have been
necessary in order to protect the public during the COVID-19 pandemic.

However, the historic overspends on overtime mean this item of expenditure must be
addressed. The Committee welcomes that the Commissioner has launched an extensive review
of overtime which should shed further light on this issue. In the longer term, the LFB must not
rely on compensating underspends to mask its consistent overspending on overtime as this will
undermine the LFB’s future financial sustainability.

Further key areas of overspend relate to additional training for firefighters, which includes
incident command training and firefighter development training. The latter took place to both
prepare the workforce for the Grenfell response and reduce firefighter vacancies. It is of
concern to the Committee that the LFB is incurring additional expense as a result of its high
vacancy level and therefore needs costly temporary backfill arrangements. It is not clear what
the LFB is doing to reduce its vacancy level. The Committee is concerned with the
Commissioner’s answer in the Budget and Performance Committee meeting on the 22
September that this is “not a real strategic issue”, when it clearly does represent both a
strategic and worrying issue, and an unsolved problem for the Brigade.

7 Idem., pp.2-3.
8 London Assembly Budget and Performance Committee meeting, 22 September 2020.
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The 2019-20 outturn position reveals that the LFB’s General Reserve stood at £21.4 million,
which at 5.7 per cent of Net Revenue Expenditure is higher than the amount that would
represent the minimum recommended level of General Reserve, which is 3.5 per cent of the Net
Revenue Expenditure, or £14.8m.° For this reason, the Committee supports the prudent use of
reserves in the short term as a way to support the LFB’s ambitious transformation plans and to
meet the unexpected cost pressures of COVID-19.

COVID-19 and GLA Group finances

The COVID-19 pandemic has had a dramatic impact on the GLA Group’s finances, with the
Mayor requiring the Group to save £493 million by the end of 2021-22. The Mayor’s 2020-21
Budget Guidance, published in June 2020, initially set out three possible funding scenarios for
the LFB, all of which assume significant income losses in 2020-21 and 2021-22. This has added
to the LFB’s cost burden. The three scenarios are illustrated in Table 1 below.

Table 1: Indicative analysis of LFB funding reductions, under different scenarios

Reductions in Discretionary Mayoral 2020-21  2021-22  2020-21 2021-22

funding control totals £m £m Per cent  Per cent

Scenario 1: Council Tax losses assumed of 7 per cent with business rates funding allocations

maintained at previously approved levels

LFB 8.3 8.6 2% 2%

Scenario 2: Funding allocations in line with actual 2020-21 and estimated 2021-22

Government funding baselines

LFB 10.0 10.0 2% 2%

Scenario 3 (current best estimate): Assumed losses of 7 per cent in Council Tax revenues and

reductions of 11 per cent in business rates income by March 2022

LFB 10.0 15.0 2% 1%
Source: Mayor’s Budget Guidance, 2020-21'°

On 17 September 2020, the Mayor signed Mayoral Decision 2695, which provided a Group-
wide reserve of £45.1 million to halve the in-year savings for all the functional bodies, except
for TfL and the two development corporations. This means that the LFB’s in-year savings target
is now a maximum of £5 million."

Based on the Mayor’s indicative figures for all GLA areas, under all three funding scenarios, and
taking into consideration the halving of in-year savings, the LFB faces the lowest proportionate

9 LFB, Draft Outturn Report for 2019/20, 20 May 2020, pp. 6-7.
19 GLA, Mayor’s Budget Guidance for 2021-22,
, 26 June 2020, pp.
10-11. (Table amended to isolate the financial impact on LFB).
" Mayoral Decision 2695, Allocation of GLA Group reserves in response to COVID-19, 17 September 2020,


https://www.london.gov.uk/sites/default/files/mayors_budget_guidance_2021-22_final.pdf
https://www.london.gov.uk/sites/default/files/md2695_covid-19_allocation_of_gla_group_reserves_-_signed.pdf
https://www.london.gov.uk/sites/default/files/md2695_covid-19_allocation_of_gla_group_reserves_-_signed.pdf
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reductions. This, the Budget Guidance states, is in an effort to reduce the impact of these
budget cuts on frontline services.

Taking this reduction into account, in its recent quarterly performance update the LFB
proposed the following approach to close the 2020-21 budget gap (Table 2).

Table 2: LFB Proposed 2020-21 Budget Gap Approach?

In year Budget Gap 2020/21 2020/21 £m
In year funding reduction (10.0)
Forecast overspend (10.1)
2020/21 Budget Gap (20.1)

Use of GLA reserves to reduce funding reduction 5.0
In year savings proposals 3.0
Use of BFR - funding reduction’ 2.0
Use of BFR — forecast overspend' 10.1
Revised Budget Gap 0.0

Source: LFB Financial Position as at the end of June 2020

The LFB’s most recent quarterly performance update currently forecasts overspend of £10.1
million in 2020-21. In addition, the LFB has acknowledged the £10 million of new funding
reductions arising from the revised 2020-21 Budget Guidance. Taken together, the LFB faces a
budget gap of £20.1 million in 2020-21 or 4.1 per cent of its budget."”

The LFB is proposing to reduce its £20.1 million budget gap in 2020-21 by using £5 million of
GLA reserves; making £3 million of efficiencies and savings; and using £12.1 million of its
Budget Flexibility Reserves (BFR). The LFB is proposing to accelerate its use of the BFR to
eliminate most of the 2020-21 budget gap but, as discussed below, this will merely increase the
budget gap in subsequent years.

The LFB faces significant in-year financial pressures and its proposed use of reserves risks
masking the underlying transformation required in the service.

The LFB is proposing to rely on its GLA reserve allocation and funding from the Home Office to
offset a significant proportion of the 2020-21 budget gap. More specifically, the LFB is
proposing to accelerate its use of the BFR to eliminate most of the 2020-21 budget gap. The
Committee accepts that in the absence of government funding, using reserves is the most
prudent way to cover expenditure arising from Covid-19 in the 2020-21 financial year. As Table

12| FB, Financial Position as at the end of June 2020, 29 July 2020,

,p-9
3 Ibid.


https://www.london.gov.uk/about-us/londonassembly/meetings/documents/s84536/Appendix%204%20LFB%20Financial%20Position%20June%202020.pdf
https://www.london.gov.uk/about-us/londonassembly/meetings/documents/s84536/Appendix%204%20LFB%20Financial%20Position%20June%202020.pdf
https://www.london.gov.uk/about-us/londonassembly/meetings/documents/s84536/Appendix%204%20LFB%20Financial%20Position%20June%202020.pdf
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3 below shows, this increases the 2021-22 budget gap by £19.8 million (from £20.1 million to
£39.9 million). In previous years, the LFB has taken a similar approach to its use of reserves. In
setting its 2020-21 budget in 2019, the LFB planned to use its BFR to eliminate its forecast
budget gap in 2020-21 and reduce the gap to £7 million in 2021-22.

Table 3: LFB Revised Budget Gap 2020-21 and 2021-22

2020-21 2021-22
(£m) (£m)

Forecast Budget Gap (24.9) (45.9)
Planned Draw on Budget 4.8 25.1
Flexibility Reserve
Budget Gap - Revised (20.1) (20.8)
Update to MTF (Insurance) 1.0
Accelerated Use of BRF 20.1 (20.1)
Revised Budget Gap - 0.0 (39.9)
After BFR
Ongoing Pension Grant 21.7
Received
Revised Budget Gap - 0.0 (18.2)

with Pension Grant
Source: LFB Financial Position as at the end of June 2020

In the context of additional funding pressures, this approach risks establishing increased savings
requirements in subsequent years; assumes Government funding that might not materialise;
avoids tackling fundamental service transformation and savings; and creates the risk of a
financially unsustainable position in the short and medium term. The Committee supports the
LFB’s efforts in working with the Government to secure funding to cover pension costs.
However, if funding cannot be agreed with the Government, the approach risks requiring the
LFB to make even greater savings in subsequent years, with less access to the BFR.

There are risks to the LFB proposing to expand its use of BFR to reduce the new budget gap,
whilst there has been some evidence of progress in its transformation programme. The recent
HMICFRS report suggested there were opportunities for the LFB to reduce wastage and achieve
efficiencies. This issue was raised at the Budget and Performance Committee meeting on the
LFB Budget in December 2019, where the Committee was keen to understand what the LFB
was doing to address this savings opportunity. At the time, it was suggested that a meeting had
been scheduled between the HMICFRS Inspector and the Commissioner to explore the issue in
“early 2020”" but it is unclear what progress has been made since then.

4 London Assembly, Budget & Performance Committee Meeting, 18 December 2019,
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Chapter three: Overtime

Recommendation 3

The LFB needs to provide a detailed plan with timescales on how overspend on
overtime will be driven down in the coming years in to support its 2021-22 budget
submission.

Recommendation 4

The Committee supports the LFB in its efforts to work with the Government to secure
additional funding, however there is no guarantee additional resources will be
provided. The LFB must create a contingency plan in case the Government does not
provide funding for items such as the LFB’s pension allocation for 2021-22.
Thereafter, the Government and the LFB must agree a long-term pensions funding
settlement.

Staff overtime remains a significant financial pressure for the LFB and has been
exacerbated by COVID-19.

The LFB continues to overspend on overtime and COVID-19 has fuelled this problem. However,
only £1.7 million of the £4 million operational overtime overspend relates to COVID-19, with
the remaining overspend arising from LFB vacancies. The LFB is currently analysing the factors
causing the overspend.

The LFB is projected to overspend by £10.1 million in 2020-21. £6.8 million of the overspend
relates to the LFB’s response to COVID-19; £4 million relates to operational overtime payments,
of which £1.2 million related to COVID-19 overtime.

Without taking into account the COVID-19 related expenditure, the LFB is still forecast to
overspend by approximately £2.8 million in 2020-21, which arises from vacancies across the
service.

The LFB is currently analysing the factors causing the overspend. It is of concern to the
Committee to know that vacancy levels have not reduced as anticipated by the LFB, and that
the LFB had not yet developed an action plan to address this issue prior to COVID-19.

In its Quarter 1 2020-21 performance update, the LFB stated that it was introducing a
recruitment control process this year to support in-year savings, which it claims will reduce the
expenditure on overtime.'® In the 22 September Budget and Performance Committee meeting,
Andy Roe stated that he had commissioned a review of overtime, which had so far revealed that

> LFB, Financial Position as at the end of June 2020, 29 July 2020, p. 4.
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the overspend was a result of providing assistance to ambulance drivers and “other pressures
around specialist skills and officers.”'® However, when questioned about the LFB’s anticipated
cost of overtime in 2020-21, the Director of Corporate Finance informed the Committee that
these forecasts were still being worked on.

The Committee is therefore concerned that the LFB does not have any effective plans to reduce
overtime expenditure in the context of a recruitment freeze and has failed to provide any real
detail on how it will bring the forecast overspend down. While it is encouraging that the issue of
overtime is acknowledged by LFB as a significant financial issue, there is no evidence of a
proper workforce management strategy or a timeline of delivery for this.

Pensions remain a significant financial pressure and the LFB is required to make an
assumption about its pension allocation before the exact allocation is announced.

The LFB Pensions financial position remains precarious and uncertain. The Government’s
autumn Spending Review only covered one year, instead of three years as originally planned.

Therefore, the LFB will be required to make an assumption about its pensions grant allocation
in devising its revised 2020-21 budget before the exact allocation is announced.'” Furthermore,
the LFB will only be provided with a decision for the coming year; the details for 2022-23 and
beyond will continue to be uncertain.

It is of great concern to the Committee that a significant financial pressure for the LFB is being
accounted for based on an assumption. Any discrepancies between the assumed and actual
allocations could create additional funding pressures for the LFB, which may not be anticipated
if the assumption proves to be overly optimistic. The Committee remains unconvinced that the
Government has had the relevant conversations with LFB regarding this matter.

'® London Assembly Budget and Performance Committee meeting, 22 September 2020.
7 LFB, Financial Position as at the end of June 2020, 29 July 2020, p. 7.
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Chapter four: Capital

It is unclear whether the LFB has identified new, sustainable funding sources for its capital
programme.

At the Budget and Performance Committee meeting on the LFB Budget in December 2019, the
LFB stated it had experienced difficulties forecasting its capital expenditure in an accurate way,
but that steps are being taken to follow expenditure at more reqular intervals throughout the
financial year."®

Looking to the medium term, in the Committee meeting the LFB identified fleet replacement as
a significant aspect of the 2021-22 capital programme.

There have been significant changes to the funding of the LFB’s capital programme and it is
not clear to what extent the LFB has adapted its approach to secure future funding. At the
Committee meeting in December 2019, the LFB stated that it had encountered difficulties
sourcing other funding options, in the absence of grants and transformation funds and
consistent Government funding.

The Committee probed the LFB on its work with partners as part of the GLA’s group investment
syndicate to secure more affordable funding. However, it was not clear what progress the LFB
has made in this area.'® At the recent 22 September Committee meeting, the LFB stated that its
capital programme was now being funded by a combination of capital receipts and through
borrowing, but again failed to provide a clear answer on what progress had been made on
collaboration.”

'8 bid.
' Ibid.
2 | ondon Assembly Budget and Performance Committee meeting, 22 September 2020.
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Figure 4: LFB’s capital spending is becoming increasingly reliant on borrowing.
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Source: The Mayor of London’s Capital Spending Plan 2020-21.
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Chapter five: Grenfell and related activity

The LFB’ s response to Grenfell remains a significant financial pressure and it is not clear
whether there is flexibility to reduce costs in this area

Grenfell-related activity has become a significant aspect—both operationally and financially—of
the LFB’s work programme. In its first quarter report of 2020-21, the LFB indicated it was
forecast to overspend by £10.1 million, £2.164 million of which related to Grenfell Tower
investigation legal costs alone.”

At the December 2019 Committee meeting, the Deputy Commissioner indicated that work was
underway to assess the financial impact of the Grenfell Tower Phase 1 recommendations and
that a detailed plan for delivery and costs of this work would be shared with the Assembly in
“early 2020”.% This has yet to happen.

“We have been tasked with bringing forward recommendations for improvement
both from phase one of the Grenfell inquiry and also a highly critical report from
Her Majesty’s Inspectorate of Constabulary and Fire and Rescue Services
(HMICFRS). Those reports really demand real transformation and the reality is
that transformation costs.”

Andy Roe, London Fire Commissioner
Budget and Performance Committee, 22 September 2020

Given the regional and national importance of implementing the recommendations of the
Grenfell Fire Inquiry, a majority of the LFB’s costs in this area are likely to be fixed. However,
there may be flexibility to reduce some costs. The Committee meeting on 22 September 2020
was an opportunity to clarify the forecast costs anticipated and identify opportunities to reduce
spend, if possible. The Commissioner highlighted that “the reality is the sort of change that is
demanded as a result of the outcomes of that fire, both in the regulatory environment and in
what is becoming an emergingly complex operational environment. | am prepared to say that
organisationally we did not know the true costs of that to begin with and those will emerge
over time as well.”?

There may be opportunities to reduce time and wider resource allocated to Grenfell-related
activity, as there have been concerns that LFB officers are spending an increasing number of

2 LFB, Financial Position as at the end of June 2020, 29 July 2020, p. 5.
22 | ondon Assembly, Budget & Performance Committee Meeting, 18 December 2019.
2 London Assembly, Budget & Performance Committee Meeting, 22 September 2020.
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hours per month on inspection reports. It is unclear whether there are more efficient ways of
delivering this objective and whether there are opportunities to share the responsibility with
wider partners, such as local authorities. Ultimately, the Government must step in and provide
funding for the remediation of dangerous cladding and the Committee is deeply concerned
about the impact this continues to have on both the safety of Londoners and the cost pressures
placed on the LFB.

Grenfell-related activity is important, and the LFC and central Government should do all they
can to ensure that a clear financial strategy is put in place to sustain this over the long and
medium term. This would not only allow this activity to continue, it would also enable the LFB
to continue to serve and protect Londoners more widely.
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Chapter six: Conclusion

The London Fire Brigade is a pillar of our community. The firefighters serve with distinction to
protect lives and ensure safety. Like many public services during this difficult time, the LFB has
continued to serve on the frontline. While we commend their dedication, we also must
acknowledge that persistent deficits are threatening the future sustainability of the service. We
want to know that they are being properly supported by a budget that can enable them to keep
Londoners safe.

The London Fire Commissioner has become overly reliant on reserves to plug budget gaps.
While the use of reserves was necessary to cover the impact of Covid-19, we now have a
situation where the fire service is becoming dependent on Government funding to cover its
costs. If the Government declines these funding requests, the LFB will be forced to look at cost
savings that risk impacting its ability to keep Londoners safe. Reluctantly, the Committee feels
the LFB must prepare for this scenario.

To this end, it is vital that the Commissioner take forward the recommendations of this report in
its 2021-22 Budget. Failure on this front would diminish the invaluable role the LFB provides
serving the people of London.
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Other formats and languages

If you, or someone you know needs this report in large print or braille, or a copy of the
summary and main findings in another language, then please call us on: 020 7983 4100 or

email assembly.translations@london.gov.uk

Chinese

TR B Ay ST R A BB AR,

1 B UG TR R AT Bl g T BB A3 1% R 2 stk B
Email 5&ATER.

Viethamese

Néu 6ng (ba) mudn ndi dung vin ban nay duoc dich sang
tiéng Viét, xin vui long lién h¢ vai ching t6i bang dién
thoai, thu hodc thu dién tir theo dia chi & trén.

Greek

Edv emBupsite mepiAnwn aurod Tou keipévou oTnv yAwooa
oag, mapakaAw kaAéoTe Tov apiBuo rj emikovwviioTe yadi

pag ornv avwrépw tayudpoikij 1j Tnv nAgkTpovikij Sisubuvor.

Turkish

Bu belgenin kendi dilinize gevrilmis bir dzetini
okumak isterseniz, liitfen yukaridaki telefon
numarasini arayin, veya posta ya da e-posta
adresi araciligiyla bizimle temasa gegin.

Punjabi
7 3t for TAzRT T ARy vt 3w few @

99, 3 faour ada few 389 '3 g5 I3 7
Sua &2 39 7 € U3 '3 7§ Hugd Td|

Hindi
i ATIBT $H TXATAS BT QR G 79T A

MY @ IR & g R W BF = 1 SR A
T TF UG A A T W EH W GO BN

Bengali

A T a8 wETd 9F6! AR WS SR (TS biF,
SIRE T FE F FAET A9 Safe O g A1
B3 B SN S GO FIE |

Urdu

30 ) o) DA 1S g b (ol S o R
WS Osd g oseda Sol et g )8 2

e s b iy S SV s ) Sha ly
oSkl i

Arabic

el doa 20uad 13d pap da b Jspard)
sl Joacdd o Gt ad e Jpacddl elz s
xo-d Oscg S eded wasued Jacgd
S sosaddd

Gujarati
Bl dAR il elA%ell AR dAUD UL
RAOAL Eld dl BGU HAUUH, ol6R U2 Slol SA

2l GUR LA cUld gl B-A5e Alellall
YR AALA AUS SA.
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