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Budget and Performance Committee – 28 June 2016 
 

Transcript of Agenda Item 9  
  

Transport for London’s Financial Challenge  
 

 

Gareth Bacon AM (Chairman):  This moves us on to our main item on the agenda today, which is to 

consider Transport for London’s (TfL) financial challenge.  In that regard, I would like to welcome Ian Nunn, 

the relatively new Chief Finance Officer of TfL.  Six months? 

 

Ian Nunn (Chief Finance Officer, TfL):  Ten months now; very nearly ten months. 

 

Gareth Bacon AM (Chairman):  We have a series of questions that we will be asking you in turn.  

Graeme Craig, the Director of Commercial Development, will be joining us shortly.  Ian, with the first question 

that we need to ask you, it is an appropriate time to do this.  We have a new Mayor.  We have a relatively new 

senior management team at TfL.  We have a slightly new horizon to look at.  When the new Mayor took office, 

what do you consider to be the biggest financial pressures and challenges facing TfL? 

 

Ian Nunn (Chief Finance Officer, TfL):  There is a range of challenges.  The biggest challenge is to take 

cost out of the organisation and that is what I see as my primary objective.  We have stated that we want to 

balance our expenditure and cost on the operating account within short order.  To do that, we have to take 

some serious action on reducing our costs.  That is the single biggest challenge.  That is how I see it. 

 

Gareth Bacon AM (Chairman):  There is going to be a series of questions about mayoral priorities and things 

like that a bit later on.  Before we go to that, it would be remiss of us not to note that something fairly 

important happened last week that could have repercussions in many different areas.  With the outcome of the 

referendum result, it is impossible to know for sure now what the impact is going to be, but do you foresee any 

challenges to TfL as a result of the Brexit vote last week? 

 

Ian Nunn (Chief Finance Officer, TfL):  Obviously, these are very early days and markets are still volatile.  It 

could be some time before the sterling finds an equilibrium rate against other currencies.  At the same time, 

the Government is still trying to work out its strategy to enact the referendum result.  Therefore, it would be 

very premature to draw too many conclusions.  However, I thought I would just say a couple of things and so I 

did prepare this - I thought about it and thought I might get the question - just on a few of the key issues. 

 

On demand, first of all, in the short to medium term, I do not see any significant impact on the demand for 

TfL’s services but, as I have said, it is very early days.  Graeme [Craig] has arrived and so perhaps he might want 

to say something more on our commercial development programme.  Our immediate expectation is that any 

effect on the property market will most likely be felt in the residential sector, but we do not know yet and time 

will tell. 

 

Just on borrowings, interest rates are actually tending to go down at the moment and so we do not see that 

there will be any serious effect on interest rates at the moment, but that could change.  Again, it is very early 

days.  Clearly, the TfL credit rating is linked to the sovereign credit rating.  We have heard that that has been 
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downgraded and so our credit rating almost certainly will be downgraded.  I would expect that to happen in 

the fairly short future. 

 

Gareth Bacon AM (Chairman):  Just to be clear, the impact of that is that it is going to increase the cost of 

borrowing? 

 

Ian Nunn (Chief Finance Officer, TfL):  Logically, but if at the same time markets are pushing interest rates 

down, it may be self-balancing.  Who knows? 

 

I would say that our existing currency exposure was all hedged before last week.  It is our policy immediately 

we identify a currency exposure to hedge it and so no immediate effect on that front; although in the longer 

term any impact on the supply chain where we buy in euros will depend on where sterling eventually settles in 

the foreign currency markets.  However, if we look back over five years, five years ago sterling was trading at 

about €1.10 or €1.11 against the euro.  It closed at about €1.19½ last night and it has been in a range over 

the last five years of €1.10 to €1.40.  It is not catastrophic at this stage and we will need to wait to see where 

sterling eventually settles. 

 

We do have an existing loan facility with the European Investment Bank (EIB) for £1.6 billion.  That will be 

unaffected.  That is in place and will be unchanged in many respects.  It is less certain what the possibility may 

be in the future for any future borrowing from the EIB.  That is an open question.  We will meet with the EIB in 

the next week or two, just to discuss the position. 

 

On people, as you know all very well, we have a diverse and multinational workforce of which we are very 

proud.  They work tirelessly to deliver and maintain the service on London’s transport network and we do not 

expect any impact particularly on them.  As an important employer in London, we do not either at this stage 

see any particular reason why it would become more difficult to attract specialist staff who come from other 

geographies in the future. 

 

Just finally, I should mention on grants that we do receive some additional grants from the European Union 

(EU) principally relating to air quality and environmental projects, but these are relatively small in their 

amounts and at this stage I am unsighted as to what the future might be there. 

 

Gareth Bacon AM (Chairman):  Members, what I propose to do is that there will be questions on the 

referendum and the EU and so I am going to throw open supplementary questions on that.  Then I am going to 

take it back because there are other questions about the broader challenges facing TfL and then we will move 

back into some of the more set questions.  

 

Keith Prince AM:  We have a paper setting out some of the challenges and you have quite rightly set them 

out, but also there will be some opportunities as a result of leaving the EU, mainly around - and it has been 

referred to - large contracts.  At the moment, we in local government and you, every time a contract comes up 

over a certain amount, have to jump through a load of hoops called the Official Journal of the European Union 

(OJEU) and to meet certain criteria, often quite unnecessarily when we know that there are only a couple of 

suppliers and so on. 

 

Do you see it as an opportunity for savings if you are not having to comply with all of this breath-taking 

bureaucracy that we currently have under the EU? 
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Ian Nunn (Chief Finance Officer, TfL):  I would say that it is very early days.  We are not out of the EU yet.  

Some of the OJEU rules actually represent good practice and we would always seek in procurement to exercise 

best practice.  It is just too early to say where we will land on the procurement regulations.  However, yes, 

there may well be opportunities as a result of the vote last week, as well as downside risk.  I will just repeat that 

it really is very early to draw any conclusions. 

 

Gareth Bacon AM (Chairman):  There are other challenges facing you that have been trailed before but it 

would be good to get your perspective on them now, things like, for example, the accelerated removal of the 

revenue grant from the Government to zero in the next few years. 

 

How well-placed is TfL to cope with that over time?  Graeme may come in here because what his team is doing 

is going to be crucial to that but you first, Ian.  Where is TfL placed on that? 

 

Ian Nunn (Chief Finance Officer, TfL):  It has been debated previously in this forum.  The effect of the 

withdrawal of the revenue grant over five years of our business plan is £2.8 billion and so a significant amount 

of money to find. 

 

However, in March we did update our business plan and our budget for this year, reflecting an ambition - more 

than an ambition; indicating - that we believe we can recover that £2.8 billion through cost reductions over 

that five-year period and, indeed, more than that.  It is a hard challenge, but actually - and I would not have 

said this before November - the business does need to face up to taking cost out, as I said right at the outset.  

We believe we can do it and that is what the last business plan said. 

 

Gareth Bacon AM (Chairman):  Would you like to give us a flavour of where you believe you can take cost 

out of the business to the tune of £2.8 billion over the period? 

 

Ian Nunn (Chief Finance Officer, TfL):  I can certainly give you a flavour.  I will try to give you a flavour and 

we have made some statements already on some of the areas that we are looking at. 

 

Perhaps by way of introduction, I would say as a relative newcomer that TfL is a business that is actually 

relatively young.  It is only 16 years old and, by comparison with a lot of large corporations and organisations, 

that is relatively young.  It has been put together in a rather eclectic way over the years, including the arrival of 

Tube Lines and Metronet.  It is not surprising in the way that TfL has grown that we would find some 

inefficiencies around an organisation.  Typically, what a large corporate would do would be to put in a SWAT 

team and make sure that things are changed and, in the case of an acquisition, the mothership rules and 

regulations are put in place very quickly and economies of scale are gained.  In truth, we have not done that at 

TfL and, as I said, it is relatively young as an organisation and so that is the real challenge.  It is to do that right 

now across the piece. 

 

That means a root-and-branch review of everything we do and so everything is in scope.  We launched a while 

ago something called a Business and Finance Review and we are looking at all aspects of third-party 

expenditure, which accounts for 75% plus of our total expenditure, and also the organisation to check that we 

are organised in a way that is fit to serve London best.  It is true to say that we have duplication in the 

different businesses.  Given our eclectic growth path, it would be unsurprising if we did not have duplication.  

The job really is to take out that duplication, take out extra layers of management where they exist and just, as 

I said, make ourselves fit to serve London in the way we should. 
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Gareth Bacon AM (Chairman):  Is there a timescale for this?  What you said I think every Member here 

would probably agree with, but it is not totally new for us to hear this.  Is there a timescale or is it going to be 

a rolling, evolving piece of work? 

 

Ian Nunn (Chief Finance Officer, TfL):  The Business and Finance Review is looking with a very sharp focus 

on this year.  I should start by saying that. 

 

Gareth Bacon AM (Chairman):  Do you mean this financial year or do you mean this calendar year? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes, this financial year and so before 31 March 2017.  It has a really 

strong focus on this year and I would like the Committee to understand that that is primary.  My primary focus 

is to get things right this year and to do as much as we can this year.  Then it looks also into the two, three, 

four and five years beyond that and so it is over the life of the business plan.  There are some things that we 

need to start doing now that will not actually deliver cash cost savings until a year or even two or three hence, 

but we must crack on with what we can do now and, over the coming years, the savings will accumulate. 

 

Just to come back to the main thrust of the question, we have had a ten-year plan to produce cost savings and 

efficiencies, which we have stopped.  We are focusing now on the very short term and so on the one, two and 

three-year horizon and we are re-baselining.  The trouble with a ten-year cost saving plan, which is what we 

had in place and what you and this Committee have heard about before, is that you move so far away from the 

baseline that is set at the very start and the business changes and so it really is very difficult to monitor and 

track exactly whether you are delivering and implementing the savings.  What we are doing now is focusing on 

a much shorter timeframe so that we can be sure of the baseline and the baseline is the outturn for 2015/16.   

 

Gareth Bacon AM (Chairman):  Yes, that helps a lot.  

 

One of the areas of particular interest that I have - and, hopefully, a new responsibility that TfL is going to 

have - is over London rail and devolution of London rail to TfL, starting with Southeastern and then Southern, 

etc.  I am referring, of course, to the prospectus that was published in January jointly by the Department for 

Transport (DfT) and the previous Mayor.  Leaving aside whether it is going to happen or not, if it happens, it is 

going to need to happen fairly soon.  The franchise will switch in 2018, but the preparatory work needs to start 

fairly urgently. 

 

How well placed is TfL to resource taking over one of the franchises and then to make it work so that it 

develops a surplus rather than just draining additional cost from TfL? 

 

Ian Nunn (Chief Finance Officer, TfL):  It would be wrong of me to say that we do not have to ramp up 

resource-wise quite quickly.  You are quite right that this is an urgent area for us and we do want to crack on 

with it.  However, in terms of the expertise in the business, I am very confident that we have the core expertise.  

Yes, it will have to be built upon and -- 

 

Gareth Bacon AM (Chairman):  It is more from a resources perspective that I am interested.  Are you 

adequately resourced to do this? 

 

Ian Nunn (Chief Finance Officer, TfL):  In terms of people? 
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Gareth Bacon AM (Chairman):  People and finance.  You will be taking on an existing operating franchise 

and, presumably, you will get the income from that and so there will be that.  Do you foresee any problems 

with that?  Is it going to be a drain on you initially? 

 

Ian Nunn (Chief Finance Officer, TfL):  I have answered from the people perspective and so I would be very 

confident that we have a very good base from which we can grow. 

 

From the financial perspective, it is very early days.  We do not have numbers for rail devolution in our current 

business plan and one of the activities over the coming weeks and months is to work out exactly the revenue 

impact and the cost impact, but -- 

 

Gareth Bacon AM (Chairman):  Do you have preliminary assumptions on that or is it really a blank sheet of 

paper? 

 

Ian Nunn (Chief Finance Officer, TfL):  Only on cost, really.  I have some very early numbers on cost, which 

I would not want to quote here. 

 

Gareth Bacon AM (Chairman):  Not in public. 

 

Ian Nunn (Chief Finance Officer, TfL):  I do have some ideas of what the ramp-up in terms of internal 

resource and therefore cost is, but what I do not have a clear picture of at the moment is the income side. 

 

Gareth Bacon AM (Chairman):   I suspect that this is going to be something we will be returning to in the 

not-too-distant future. 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes.  Obviously, it is a very important area. 

 

Caroline Pidgeon MBE AM:  Just on that but also there will be the capital investment because the success of 

London Overground is the investment that you have put into stations and new rolling stock.  People will have 

the same expectations if you are taking over Southern and Southeastern.  Will you be able and how are you 

planning to have that capital so that you can invest in the new railway if you take it over? 

 

Ian Nunn (Chief Finance Officer, TfL):  “Yes” is the short answer.  Part of the reasoning for doing this is so 

that we can get the seamless customer service that London passengers deserve.  Can I say now that we have 

the capital funds in place to do the things that we would want to do at the stations?  No, I cannot.  It is too 

early to say that.  However, I can say that that is clearly part of the objective of rail devolution to us and we will 

work very hard to make sure that that is delivered. 

 

Unmesh Desai AM:  This is a very specific question on the Northern line extension.  With a reported increase 

in costs, where is the money going to come from? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes.  There are some increases in cost, which are largely because of 

a change in the oversight development that the Battersea Power Station development company has come up 

with.  It has changed its architect and that means the oversight development is rather different to the one that 

we originally thought was going to be over our station and that is going to result in some increased costs.  

However, our objective is to recoup those costs from the development company and we are in discussions with 

it to do that.  It is very early stages in those discussions, but that is clearly our intention.  We know that the 

increased cost is coming from the change in what is being built above the station. 
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Len Duvall AM (Deputy Chair):  Can we just go back in terms of your scrutiny of TfL?  On the levers that 

you pull, if I heard you rightly - and forgive me because I am a layman on this Committee - the ten-year plan 

does not work and does not give you a sufficiently interventionist place to control this organisation’s spending 

and so you are now focusing back on next year’s budget.  From ten years to next year’s budget, in terms of 

getting to grips with it, what does that say about TfL?  I just wanted to make that as an observation from what 

you have just said to me.  Maybe I have it wrong but I just wanted to put that down and we will maybe come 

back to that. 

 

In terms of the cost of borrowing, your peers - as in other financial accountants and others who oversee other 

finances - would say that one of the problems with TfL is that actually the way it borrows and the way it 

spends that money or accumulates that money is rather an expensive way to do it.  In your scrutiny of the 

budget, has that been looked at or are you planning to look at that or are you satisfied that you have it right?  

It goes back to your argument around a relatively new corporation adopting practices to give it a bit more 

flexibility in terms of your financial issues and what you are trying to get to grips with. 

 

Ian Nunn (Chief Finance Officer, TfL):  I must come back to the first point, first of all.  I would say that in 

any organisation, any corporation and any company, ten-year cost-reduction plans are difficult and are difficult 

to track and monitor, as I said before.  Whether that is in TfL or BP or any other company, it would be difficult.  

The reason for that is that it is just very difficult to maintain and keep a good understanding of the actual 

baseline.  It is nothing to do with TfL, I would say; it is just that it is really difficult and any professional adviser 

would say this.  If you try to do that over a long period, it gets complicated and you lose sight of things 

because business change and demand changes.  Therefore, I would not level that at TfL, perhaps, in the way 

that you did. 

 

Coming to the point about the cost of borrowing, actually, the cost of borrowing in TfL are quite low, in 

significant part because we do have a very good credit rating.  Now, if our credit rating goes down, there is the 

possibility, as I said at the start, that the cost of borrowing would go up, but our current costs of borrowing are 

extremely competitive compared with others. 

 

That is not to say that they are perfect and we have lobbied Treasury and discussed with the previous Mayor 

additional flexibilities for borrowing.  In particular, we would like to be able to borrow in dollars, which we do 

not do at the moment.  We might want to do that less now, but that was one of the things that we discussed 

because we cannot do that and that is illogical given the fact that we are allowed to hedge.  We ought to be 

able to borrow in any other currency, at least logically, because our policy is to hedge immediately we have a 

currency exposure. 

 

There are other things that we can do and, once the markets have begun to settle over the coming weeks and 

months, we will revisit the things that perhaps we should be lobbying to do to improve and reduce our 

borrowing cost.  However, the fundamental premise that our costs are high compared to others is not actually 

quite right. 

 

Len Duvall AM (Deputy Chair):  Chairman, it would be nice if we could have some additional information 

around that to tell how you benchmark yourselves to your peer organisations. 

 

Ian Nunn (Chief Finance Officer, TfL):  I am very happy to provide that. 
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Gareth Bacon AM (Chairman):  Would you be OK to write to us and then we will circulate that amongst the 

Committee? 

 

Ian Nunn (Chief Finance Officer, TfL):  I am very happy to write.  I would say that, on arrival at TfL, I was 

very impressed with the Treasury team that I have inherited.  It is a very strong team and extremely able.  Yes, I 

am very happy to write to you and provide you with that. 

 

Gareth Bacon AM (Chairman):  You will be happy to include some benchmarking in that as well? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes, of course. 

 

Keith Prince AM:  Thank you, Chairman.  The question I would like to ask is: how much do you think it would 

cost TfL to implement the Mayor’s transport manifesto commitments over the next four years around, say, the 

fare freeze, the bus Hopper ticket and the protection of the 60-plus Oyster photo-card system? 

 

Ian Nunn (Chief Finance Officer, TfL):  Actually, these are not only early days post the referendum result 

but they are relatively early days in the new mayoralty.  We understand all of the manifesto pledges pretty well.  

In terms of costing them out and working out how they are implemented in the coming weeks, months and 

years, we are still at an early stage in that.  The process is that we want to work with the Mayor and his team 

over the summer to prepare a business plan for the autumn and that will have in it all of the manifesto pledges 

and all of the details that you require.  However, I simply do not have them at the moment and I do not think 

you would expect me to have them or to have costed them all out. 

 

Some we have.  On the bus Hopper and on the fares freeze, we have a pretty good estimate.  I would 

emphasise the word “estimate” because they are estimates.  They depend on a lot of variables.  They depend 

on demand.  They depend on inflation.  They depend on lots of things.  We have estimates of the initial 

headline pledges, but we have not by any means gone through all of them. 

 

Keith Prince AM:  Thank you.  Can you tell me why TfL has revised its estimate for the cost of the fares 

freeze?  Originally we were told before the election that we would be looking at something like a £1.9 billion 

figure and I understand that that was a five-year figure rather than for four years.  There have been some 

assumptions on inflation that have changed and I would just like some clarity on that. 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes.  These are estimates and there has been press comment and 

debate about the different numbers that have been quoted.  Actually, what I would like to say today is that 

they are estimates and that I would be very happy to come back to this Committee and report on actuals and 

update you on the cost of the fares freeze once we know what demand was, what inflation was and, indeed, 

the other variables.  I would say that and I commit to doing that now because, to some extent, discussions 

about estimates are slightly sterile because they change. 

 

Having said that and to answer the question specifically, there were two main issues with the £1.9 billion that 

was discussed originally and the £640 million that is discussed now.  The two main issues in the difference in 

the numbers were that, first of all, the £1.9 billion, as you said, was five years and not four years.  It was over 

the life of our business plan and I think it was in response to a question well before I arrived in the early part of 

2015.  It was over the life of the business plan and that is the biggest single item.  The move from five years to 

four years was significant. 
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Also, there was a reassessment of inflation.  The inflation assumptions we were using were 1.9% and 3.5%.  

Some of those assumptions have come down.  Actually, the 3.5% in the outlying years is still the same, but 

they are only estimates of inflation. 

 

Therefore, the two principal things are five years to four years and reassessed inflation rates, but there are 

other things in there as well like anticipated demand and traveller numbers.  At some stage we ought to put 

that debate to bed and come back.  I would be very happy to do that on an annual basis or in a couple of 

years’ time and tell you exactly what the effect was because then I will have the real demand and the real 

inflation and can tell you what the difference between a fares freeze and an inflationary increase would be. 

 

Keith Prince AM:  On a technical point, in the report that I have seen here there is a reference to the retail 

prices index (RPI).  We know that the Bank of the England and the Government now use the consumer prices 

index (CPI) as their measure of inflation and I am wondering.  Does TfL use RPI or does it now use CPI?  All 

grants are based on CPI now anyway.  I do not know that your inflation projections match those of the Office 

for Budget Responsibility (OBR) and I am just wondering whether there are other factors you use.  Transport 

has its own price index anyway, does it not?  In transport, fuel would be a major contributory factor and, as we 

know, fuel is on the way down or very much lower than a few years ago.  I just wonder how you get to your 

figure, which in the papers is in reference to RPI, which is in an index that is not very much used these days. 

 

Ian Nunn (Chief Finance Officer, TfL):  RPI is the common measure in rail and so, when rail prices increase, 

it is RPI.  You are quite right that CPI is widely used for other reasons, not least in pension increases, but we 

use RPI and that is the tradition, certainly as I understand it, in the transport sector and certainly in rail.  I 

formerly worked at Eurostar and we always used RPI. 

 

Keith Prince AM:  The Government has shifted from RPI to CPI, has it not? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes, in some areas, as I said, not least in pensions, but not so far in 

the rail sector. 

 

Keith Prince AM:  Fuel is a factor? 

 

Ian Nunn (Chief Finance Officer, TfL):  Fuel affects principally the bus concessions.  The way that 

reductions or, indeed, increases in fuel costs work are that they are built into the concession contract that we 

have on the 750 bus routes.  There is a mechanism for adjusting the contract price over time according to how 

fuel prices vary. 

 

Keith Prince AM:  Could I just get from you your current understanding of which fares will be covered by the 

fares freeze and which fares will not?  Which passenger groups will benefit or not benefit from the freeze?  

How much will the freeze cost all non-TfL fare-payers for the next four years? 

 

Ian Nunn (Chief Finance Officer, TfL):  Setting fares policy is for the Mayor.  Can you repeat the question?   

 

Keith Prince AM:  Yes, sure.  I will do it very slowly.  Which fares do you now understand to be covered by 

the fare freeze?  That has been a matter of debate.  Initially, the assumption was that it was all fares.  Clearly, 

the Mayor has clarified now that it is only TfL fares.  I just wondered which fares you believe are now covered 

by the fares freeze?  I am including weekly, monthly and annual tickets and things like that.  Which passenger 

groups do you think will not be covered by the fares freeze?  I am referring to London, of course, not the 

entire planet.  
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Ian Nunn (Chief Finance Officer, TfL):  First of all, I can confirm that it is all TfL fares and that was the 

manifesto pledge and the Mayor has repeated that.  I must say that after ten months, I am not as able a 

manipulator of the fares tables as some of my colleagues and so the best thing might be for us to write to you 

and to show which fares because there is such a range of fares in the different tables and how they stay the 

same. 

 

Keith Prince AM:  Yes, indeed.  Just to help you there, we are looking at things like caps, weekly fares and 

monthly fares. 

 

Ian Nunn (Chief Finance Officer, TfL):  I have a table here, but rather than reading from the table I would 

be very -- 

 

Keith Prince AM:  No, a written response would probably be preferred. 

 

Gareth Bacon AM (Chairman):  Yes.  What we will do, Ian, is we will write to you afterwards with a list of all 

the things that you have promised to write to us about and you could perhaps reply to us.  If you could include 

the fare table, it would help. 

 

Ian Nunn (Chief Finance Officer, TfL):  I am very happy to do that.  As I said, I have it here but it will be 

rather tedious to --  

 

Keith Prince AM:  No, I agree.  I am just looking for the information, really. 

 

Gareth Bacon AM (Chairman):  Indeed.  I want to probe you a little bit more on this inflation assumption. 

 

TfL indicated when we were putting our briefing together for this that assumptions were made about the 

£1.9 billion figure, which has been well trailed.  That was a TfL figure, not any political figure.  It was a TfL 

figure.  It was a battle-tested figure, if I can put it that way, because the Commissioner attended a transport 

plenary here in February and was questioned very closely by former Assembly Member Shawcross - now 

Deputy Mayor Shawcross - and later by me.  The assumptions that were put into that £1.9 billion were 

explained by the Commissioner and he was probed on them. 

 

One of the things that was said in that was about the inflationary assumptions and Assembly Member Prince 

has touched on those.  What TfL has said is that it made the assumptions that led to that £1.9 billion figure in 

early 2015, but he sat here in February 2016 and defended those figures.  Now, four months later to have 

revised the inflationary figure that goes into the £640 billion, you may be absolutely right to do it, but, for us 

as a scrutiny committee, we are testing the integrity of the figures that TfL is putting out there because, apart 

from anything else, we are worried about the investment programme and will be frank about that. 

 

Why did the Commissioner come here and use figures that were potentially hopelessly out of date.  I appreciate 

why he may want to change them now.  They may well have changed in reality and also the occupant of the 

mayoral office has changed and he has to work to him now and I understand that, but why did he use those 

figures in February if the world had changed in February? 

 

Ian Nunn (Chief Finance Officer, TfL):  That is quite hard for me to answer, but let me have a go at it.  I 

imagine the reason is that he was trying to explain the difference between a number that was quoted, as I said 

earlier, in early 2015 and a number that was quoted in a manifesto. 
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Gareth Bacon AM (Chairman):  The £1.9 billion figure was not quoted because nobody was talking about 

freezing fares in early 2015.  It was quoted in the run-up to the election, but it was based on assumptions 

made in 2015 that went into the business plan. 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes.  This is before my time.  My understanding was that the 

£1.9 billion originated in 2015 and then was repeated.  You are quite right that it was used during the election 

campaign but its original provenance was older than that.  The reason the Commissioner quoted the older 

inflation rates was because they were the ones used in the business plan and so he was stuck with them.  He 

did not necessarily believe in them, but it is just a fact that they were the assumptions we used when deriving 

the then business plan numbers, which was a 2014 business plan. 

 

Gareth Bacon AM (Chairman):  The defence line that TfL used was that the RPI assumptions were informed 

by indicators from the OBR, the Greater London Authority (GLA) and the Bank of England.  Have those 

organisations’ assumptions now changed to reflect the assumptions that TfL is now working towards? 

 

Ian Nunn (Chief Finance Officer, TfL):  We use the same range or basket of inflation assumptions and so 

we do the same thing.  This is just common practice and I have certainly done it elsewhere.  You take a range 

of inflation estimates from different places including banks, the OBR, etc, and indeed the GLA’s own forecasts, 

and then average them out.  We follow the same methodology consistently -- 

 

Gareth Bacon AM (Chairman):  The inflation assumption that is now contained within the £640 million 

estimate is using the same methodology, reflecting adjusted levels, that was in the £1.9 billion figure? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes, updated but not dissimilar rates.  In July 2016 we have a 1.9% 

rate and from July 2017 3.5%, which is not dissimilar to the original forecasts that we used.  Those 

assumptions have not changed very much. 

 

Gareth Bacon AM (Chairman):  Yes, but the values attached to those assumptions have changed, have they 

not?  The Commissioner wrote to us with a breakdown of how he has moved from £1.9 billion to £640 million 

and there was an adjustment for inflation in there. 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes.  That was literally moving on one year, but there are other 

variables in this and so the numbers can move down. 

 

Gareth Bacon AM (Chairman):  That is true.  I am just asking you about inflation.  I appreciate that there are 

other variables in there. 

 

Ian Nunn (Chief Finance Officer, TfL):  The biggest move is knocking out one year of 3.5% and replacing it 

with 1.9%.  That is the single biggest effect, but the outlying years are still at 3.5%.  What we should say with 

inflation estimates is that over very recent years inflation estimates used for this sort of purpose have proved 

to be too high. 

 

Gareth Bacon AM (Chairman):  You have gone where I wanted to go, really, because one of the things that 

we need to do is to trust the integrity of the estimates, particularly now that things are getting financially more 

and more challenging.  With bold programmes like freezing fares, we need to understand the financial 

consequences of doing that.  One of the things that certain Members are very interested in - and I will include 

myself in this - is the fact that the Commissioner of TfL came here very recently and robustly defended the 
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£1.9 billion figure and, a short while after, came back and robustly defended a figure that is less than a third of 

that.  The assumptions that have gone behind both of those figures seem to have changed markedly in not a 

great period of time.  Do you appreciate why we would be uncomfortable about that? 

 

Ian Nunn (Chief Finance Officer, TfL):  I do, but the £1.9 billion was based on a 2014 business plan and 

the assumptions for both demand and inflation that were in that plan.  That is how the £1.9 billion came up.  It 

is a very different question and the question being posed now and discussed now is to say: what is the effect 

over the mayoral term of freezing TfL fares?  That is a new question.  It is not the original question.  The 

original question that drove the £1.9 billion was: what would be the impact on our five-year business plan of 

freezing all fares?  That is how the £1.9 billion came about.  The question now is: what is the cost - and this is 

the £640 million - of freezing TfL fares over the four years of the mayoral term?  It is a different question. 

 

Gareth Bacon AM (Chairman):  Yes, I appreciate that.  There is some political nuance there and I understand 

entirely.  I am not -- 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes, but you will equally understand that they are two different 

questions. 

 

Gareth Bacon AM (Chairman):  To a point I understand that and I am not going to drag you into a political 

debate because it is not your role at all.  The discomfort that some Members have is about how they are wildly 

varied and the figures do not even closely resemble each other.  As you have said, there are some areas of 

variability in there that would cause some of that, but not all of it.  That is what I would put to you. 

 

I am doing what I said I would not do, which was to stray into politics, which I do not really want to inflict on 

you.   

 

Sian Berry AM:  I have some questions.  There are few but they are relatively short and trying to delve into 

some of the detail of this.  First of all, we have spent a heck of a lot of time in the Committee before me and 

during the election talking about whether or not quite precise figures are correct.  I am a scientist and I would 

be more expecting to see ranges given when there is uncertainty and things like that. 

 

Is there a reason, coming from a finance perspective, why we keep seeing quite precise figures given instead of 

a range based on uncertainties within the assumptions? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes.  It is the difference, probably, between a scientist and a 

finance person.  The simple reason is that in the end, in a business plan or indeed in an annual budget, you end 

up with a point number and you have to.  You cannot put a range in an annual budget or a business plan.  I 

have a lot of sympathy with the thrust of the question because this question about the fares freeze would be 

much better expressed in a range, but the fact is that when you are writing a budget or a business plan, you 

end up with a point number. 

 

Sian Berry AM:  The most controversial difference between the two figures that has been produced is the 

switch from all the fares to just the TfL fares.  Do you have in front of you the letter sent from the 

Commissioner to the Chairman of this Committee on 20 June 2016 where there is a table presented? 

 

Ian Nunn (Chief Finance Officer, TfL):  I do, yes. 
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Sian Berry AM:  In that, it is quite difficult to isolate the effect of that change in the numbers given.  It is not 

clear whether or not the changes that are outlined in each line are applied in that order and, if they are, it does 

appear that switching from all fares to TfL fares has an effect of about 38% on the change.  I just wondered if 

you could maybe say a little bit more about the actual effect of that change on its own and when that came 

within the calculation. 

 

Ian Nunn (Chief Finance Officer, TfL):  I would just focus on the last two lines.  The last two lines of that 

table summarise what I was trying, probably not very articulately, to explain earlier.  The move from five years 

to four years is about £500 million.  The difference between TfL fares - those fares that are under the Mayor’s 

control - and all fares is £666 million.  Those are the two principal elements that I was trying to describe earlier 

on. 

 

Sian Berry AM:  That £666 million is quite a high proportion of the change, is it not?  I am looking at this 

from the perspective of passengers here, who are going to want to know what the difference in the fares they 

will pay is.  I wondered if you could maybe outline how the fares paid are distributed to the train operating 

companies (TOCs) because that is where some of the difference comes.  I understand that that is done with 

something called the “Travelcard agreement”. 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes, it is.  There are Travelcard agreements because they vary from 

TOC to TOC.  Those are the fares that are under the control of the Secretary of State for Transport with the 

TOCs and the Mayor has no locus on those fares. 

 

Sian Berry AM:  Roughly how are they apportioned?  What percentage?  Does it vary by zone?  If you are 

paying only zones 1 and 2, does less of it go to the TOCs?  That is the sort of question that I am asking. 

 

Ian Nunn (Chief Finance Officer, TfL):  A bit like the fares table, the best thing would be to respond to you 

in some detail on those -- 

 

Gareth Bacon AM (Chairman):  We can add it to the list.  It is going to be a compendious letter that you are 

going to send us! 

 

Ian Nunn (Chief Finance Officer, Transport for London):  What I can say is that it is down to the TOCs’ 

commercial policies as to exactly what they charge for a ticket that include an Overground rail fare from a part 

of their franchise.  The add-on will vary from TOC to TOC, as I understand it.  It is not a fixed amount and so it 

is not a straightforward answer to that question.  I would be very happy to provide, to the extent that I can 

within commercial confidentiality, further detail on that. 

 

Sian Berry AM:  Can you tell us when you will publish the new fare rates?  I know that we are focusing on the 

effect on TfL’s budget, but passengers are going to want to know what they are going to have to pay. 

 

Ian Nunn (Chief Finance Officer, TfL):  Do you know this, Graeme?  We normally publish them in 

December or very close to -- 

 

Gareth Bacon AM (Chairman):  That is correct.  It is normally the end of the year. 

 

Ian Nunn (Chief Finance Officer, TfL):  The switchover is actually not 1 January.  It is normally 5 or 

6 January and so it will be in December. 
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Caroline Pidgeon MBE AM:  October/November.  It would be normally earlier than that because you need 

about six weeks to change all of the machines. 

 

Gareth Bacon AM (Chairman):  It is the back end of the year.  It is in advance of when you do the budget. 

 

Ian Nunn (Chief Finance Officer, TfL):  OK, and so November, then, more likely.  Thanks. 

 

Sian Berry AM:   Not alongside the new business plan? 

 

Ian Nunn (Chief Finance Officer, TfL):  They will not be dissimilar in time.  They will be around the same 

part of the year.  I expect the new business plan to be available in November, late November, probably. 

 

Sian Berry AM:  Meanwhile, you will send us an apportionment table to give us an idea of the difference that 

people will pay? 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes. 

 

Sian Berry AM:  I have one more question about the Hopper ticket.  I know that the implementation of it this 

autumn depends on the current technology and that you are looking to get new technology in place in 2017. 

 

I can already see that there might be some anomalies that occur with that.  People have already raised the fact 

that, potentially, if you get on a bus and it is delayed and your next bus is more than an hour, you would pay 

twice when you were not expecting to.  People do want predictable fares.  I can also see that there might be 

some asymmetrical journeys when people take one bus on a long journey and then a short journey and on the 

way there they would pay twice and on the way back they would not.  Are you prepared for those anomalies 

and are you looking to correct any of them in 2017 when they arise or maybe sooner than that with maybe a 

limit of a slightly longer than an hour? 

 

Ian Nunn (Chief Finance Officer, TfL):  We have said that there are two stages, a first stage - two journeys 

within an hour - from September and then we have described a second stage probably from 2018.  That later 

second date reflects the complexity that you describe.  This is not straightforward and it requires systems to 

cope with unusual circumstances. 

 

Have we worked all of those asymmetries and anomalies through yet?  No, we have not, but that is the work 

that we have begun to undertake.  You are right that this will be complex.  The teams are on it, but it will take 

some time to work all of those things through. 

 

You referred to a delayed journey.  I am sure that we will come up with mechanisms to compensate for those 

sorts of events, but that is part of the difficulty because that will be tough to do. 

 

Sian Berry AM:  Will you be able to do that by the autumn or will it be -- 

 

Ian Nunn (Chief Finance Officer, TfL):  Certainly not by this autumn, no.  It is longer than that.  That is for 

the second stage. 

 

Sian Berry AM:  Thank you. 
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Leonie Cooper AM:  Sorry to take you back to the issue of interest, but this is slightly building on 

Assembly Member Berry and Assembly Member Prince’s earlier questions.  I realise that it is a massive 

reduction when moving from five years to four years.  It is a 20% immediate reduction in the cost.  However, to 

me, looking at the letter from 20 June 2016, there was one adjustment from 3.5% as an assumption to 1.3% 

and that was for the year ending July 2015.  There was then a similar adjustment to the year ending this year 

from 3.5% to 1.9% and that was for this year. 

 

You have already referred to the fact that recent estimates of interest have all been too high over recent years, 

but you were also saying that despite that fact, perhaps now in the new context of the Brexit situation, you are 

still modelling on the same 3.5% projection for the forthcoming years ending July 2017, 2018, 2019 and 2020.  

Is that right? 

 

Ian Nunn (Chief Finance Officer, TfL):  That is correct, yes.  That is because those are the estimates that 

we have - we have not updated them since last week, obviously - from the OBR, banks, the GLA itself and 

other sources.  No, we have not updated those estimates in the last few weeks - and we could - but I come 

back to my point.  We could argue for a very long time about estimates but I would be much more 

comfortable, as a straight accountant, to come back and say, “This is what actually happened”.  That I can do 

after a year of a fares freeze.  I can tell you. 

 

Leonie Cooper AM:  In financial terms, if you produce a budget, you are going to look at the budget versus 

the actuals throughout the year. 

 

Ian Nunn (Chief Finance Officer, TfL):  Yes. 

 

Leonie Cooper AM:  The point that I just wanted to raise from Assembly Member Berry’s point is that my 

background is in housing and I have done a bit of global financial modelling.  It is not entirely the same as TfL, 

but there is a source of income from rents and service charges and so you might want to model the impact of 

putting them up.  There is also ownership of assets and you might want to model the sale of those assets or 

sweating the assets in some way or another, bringing in further income, and then you would pull that together.  

I would have always have done that including a sensitivity analysis, which would then bring in the range and 

what it would look like if interest was at 2% or interest was at 3% or interest was at 3.5%.  I find it hard to 

believe that TfL does not have a sensitivity analysis. 

 

Ian Nunn (Chief Finance Officer, TfL):  Straightforwardly, we will have done that as part of the business 

planning process.  Of course we will have done, but -- 

 

Leonie Cooper AM:  That is not something that could be shared with this Committee, even on a confidential 

basis?  It seems to me that some of the discussion here about the precise figures would be illuminated by 

looking at that sensitivity analysis. 

 

Ian Nunn (Chief Finance Officer, TfL):  Actually, in the table we have given you, it is almost possible to do 

that yourself.  Do we look at sensitivity to inflation?  Do we look at sensitivity to demand?  Of course we do.  

Do we look at sensitivity to average yields?  Yes, we do that as part of the business planning process. 

 

However, I will come back to my response earlier.  In the end, you end up with a point set of numbers, which is 

your best estimate given your sensitivity analysis of where you think you may end up.  You are quite right that 

you then monitor against a budget or a business plan and, when you monitor, you say, “Actually, on inflation, 

our assumption was 1.3% and it has turned out to be 1%.  This is what the impact was on income and this is 

Page 14



 

 
 

what the impact was on cost”.  That is why I said I would be much more comfortable to come back and say 

exactly what the effect is rather than -- 

 

Gareth Bacon AM (Chairman):  If I can intervene, that is a fair statement.  I understand entirely what 

Assembly Member Cooper is saying, but what we have here is the estimate that TfL has settled on rather than 

the process by which it got to that estimate.  We can argue about whether or not that is a fairly flabby 

estimate.  In TfL’s defence, I would have to say that it is better to perhaps err on the side of caution given the 

size of the numbers here than to be really bullish and say it is going to be 1% when it turns out to be 3.5% and 

cost is something you cannot contain.  I would not knock you over the head on that one, but I am inclined to 

agree that this is something we are going to come back on year by year, almost, “How did the fares freeze 

work out for you last year?”  We can re-evaluate the assumptions that TfL is putting into the business plan on 

that basis, using actuals rather than estimates. 

 

Leonie Cooper AM:  Thank you. 

 

Unmesh Desai AM:  Still sticking with the fares freeze and the bus Hopper ticket, assuming everything works 

out fine, how much do you think this will save passengers? 

 

Ian Nunn (Chief Finance Officer, TfL):  We have already said - and, indeed, the Mayor has said - that for 

the average Londoner £200 a year, but some more than that.  Another number of £400 has been quoted.  Yes, 

£200 a year is the average Londoner’s saving. 

 

Unmesh Desai AM:  How do you think these pledges will affect demand for Tube and bus services? 

 

Ian Nunn (Chief Finance Officer, TfL):  We would expect to see demand increase, which would be a jolly 

good thing.  Over the last year, really, we have seen some softness in demand for buses and we have seen 

volumes going backwards slightly.  They are just beginning to recover as congestion on the roads is improving 

slightly, but the recovery is slow.  Actually, anything that encourages demand and gets people back on the 

buses is a good thing at the moment. 

 

Unmesh Desai AM:  Speaking very generally, have you tried to work out the impact of all of this on London’s 

economy? 

 

Ian Nunn (Chief Finance Officer, TfL):  “No” is the simple answer to that.  We think that it will be good for 

London if we can get people travelling on London and we think that it will be good for road congestion.  As I 

said, people - because of poor timeliness of buses - over the last six months or a year have voted a bit with 

their feet and are using them less.  Anything that brings passengers back is a jolly good thing and is good for 

London. 

 

Gareth Bacon AM (Chairman):  In common with the earlier discussion about fare freezes we will come back 

and, if not here, it would be at the Budget Monitoring Sub-Committee because this is the Budget and 

Performance Committee.  We can do that. 

 

Ian Nunn (Chief Finance Officer, TfL):  We can certainly do the same thing on the bus Hopper experience.  

There is no reason at all why we should not. 

 

Unmesh Desai AM:  Thank you. 

 

Page 15



 

 
 

Caroline Pidgeon MBE AM:  I have quite a range of areas to cover here about reducing cost.  The 

engineering function was mentioned quite a lot in the election campaign.  How much do you think merging the 

engineering functions could save TfL and when are you expecting these savings to come on line? 

 

Ian Nunn (Chief Finance Officer, TfL):  I am not ready to quote numbers.  Actually, I have ranges -- 

 

Caroline Pidgeon MBE AM:  A range?  We would take a range today? 

 

Ian Nunn (Chief Finance Officer, Transport for London):  The Business and Finance Review is through its 

early stage of work and we are now gradually moving towards implementation.  It is only when we are in 

implementation that we will have firm numbers on the different work streams, as we call them, of that review.  

The engineering function, yes, has been talked about in the mayoral campaign quite a lot, but it is only one 

small part of the overall Business and Finance Review because, as I said earlier, it is root-and-branch and it is 

looking at everything.  We are not leaving any stone unturned.  The range of cost reduction across a number of 

different work streams is substantial.  That is why we can be confident that, provided we deliver against those 

plans, we will be able to cope with the fares freeze and maintain the capital investment programme.  I do not 

really want to give you -- 

 

Caroline Pidgeon MBE AM:  What is the range?  Give a rough idea of the sort of figure we are talking about. 

 

Ian Nunn (Chief Finance Officer, TfL):  I do not want to get drawn on giving you numbers, but it is 

certainly billions over the period of our next five-year plan. 

 

Caroline Pidgeon MBE AM:  This is just the engineering function? 

 

Ian Nunn (Chief Finance Officer, TfL):  No. 

 

Caroline Pidgeon MBE AM:  You are saying that is a very small part?  OK. 

 

Ian Nunn (Chief Finance Officer, TfL):  That is the whole Business and Finance Review.  The right thing to 

do, if I may, is to give you the details you ask for in the context of that business plan because it is at that stage 

that we will be in the implementation phase of the Business and Finance Review and we will have a very clear 

idea of the numbers that we are seeking to deliver in 2017/18 and in the years beyond.  We already have an 

idea of what we can do in the next year or 15 months, but it is better to wait for the business plan and then I 

can give you more specific ranges on some of the key areas. 

 

I would not want to focus just on engineering.  Yes, it was a subject in the mayoral campaign, but this is much 

broader.  This is TfL as a whole.  As I said, there will be no stone unturned in the complete root-and-branch 

review.  That is what is required.  It is not just looking at the engineering function. 

 

Caroline Pidgeon MBE AM:  I understand that TfL, over the eight years that I have looked at it, works in 

silos and always has, but let us take the area of the Tube.  I know that the Tube and rail is where the 

engineering function comes in.  We had the public-private partnership (PPP), which was flawed.  You 

mentioned Metronet earlier and Tube Lines coming in.  At the time, we were told that hundreds of millions of 

pounds would be saved ending the PPP and bringing it all together, yet they still operate as separate units.  Do 

they still have all of their own different functions and is that the sort of thing that you are having to clear up as 

well as buses and Tubes working in a more streamlined way? 
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Ian Nunn (Chief Finance Officer, TfL):  The short answer is yes.   

 

Caroline Pidgeon MBE AM:  Why has this not been done already?  This is the sort of stuff that we heard 

over the last eight years from the previous Mayor and his Daniel Moylan [former Deputy Chairman, TfL Board], 

who was always going on about this.  It clearly has not been done. 

 

Ian Nunn (Chief Finance Officer, TfL):  Quite a lot has been done.  I referred to the previous savings and 

efficiency programme that had run seven of its ten years or something like that.  There was a considerable 

saving of about £14 billion over that seven- or eight-year period delivered as cost saving. 

 

The question is not so much what has not been done in the past because a lot has been done in the past.  The 

real question is what more can we do.  Our conviction is that we can do quite a lot more.  It is not true to say 

that nothing has been done.  A lot has been done and the number is around £14 billion. 

 

Caroline Pidgeon MBE AM:  In the area of the Tube, you have Metronet, Tube Lines and the Underground 

all still operating as separate units within an overall team. 

 

Ian Nunn (Chief Finance Officer, TfL):  That is not exactly fair, but can we operate more seamlessly and 

less in silos?  Yes, we can.  That is part of what we are trying to achieve in the Business and Finance Review.  I 

referred to the value aspects and the organisational aspects.  Both are important prongs in the way that we are 

approaching this problem.  The silo point you make is around getting the right organisation and the way we are 

going on that is -- 

 

Caroline Pidgeon MBE AM:  What sort of reforms can we expect in terms of the organisation?  Are we going 

to see much more cost-cutting?  Are we going to get rid of this huge Surface Transport and break that up? 

 

Ian Nunn (Chief Finance Officer, TfL):  One must understand that I am a relative newcomer, but the way I 

understand that the Tube has worked is that it has largely worked, because of things like Metronet and Tube 

Lines, on a line basis.  One of the opportunities that we see is by moving away from operation on a line-by-line 

basis and moving to a function thing like track, rolling stock or maintenance and doing that across the Tube 

network.  We do see opportunities for economies by approaching it in a different way, by profession, if you 

like, rather than by line.  That probably touches a little bit on the silo thing that you described. 

 

Caroline Pidgeon MBE AM:  Yes.  That sounds very interesting.  I look forward to hearing more on that work 

in due course. 

 

Better procurement has been talked about and you talked about how you can save up to £60 million from 

better procurement.  Two-thirds, you said earlier, of the spend of TfL is with external bodies.  Which contracts 

that you have are just not delivering value for money, then, at the moment? 

 

Ian Nunn (Chief Finance Officer, TfL):  It is slightly more than two-thirds, by the way.  It is 75% to 80% 

that is actually third-party expenditure.  I cannot answer that question. 

 

Caroline Pidgeon MBE AM:  Are there any obvious areas like - I do not know - your information technology 

(IT) or your telecoms? 

 

Ian Nunn (Chief Finance Officer, TfL):  This is going to sound slightly trite and I do not want to sound 

trite.  It is across the piece.  We have to look at all of the contracts.  The commercial piece is really important 
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and we have to drive up the professional skill of our commercial teams and make sure that they work very 

closely with the frontline managers and that there is a real link between the professional services, which may 

sometimes lie in the centre, and the frontline managerial staff.  The link is numbers.  Are we really managing 

the numbers?  Are we really managing the contracts tightly and in a hard-nosed way?  We think that we can 

eke out a lot across the piece and that will take some time.  Even if it is 1% or 5% on all of that third-party 

expenditure, it is a lot of money, especially if you are accumulating it. 

 

Caroline Pidgeon MBE AM:  That is admitting that somewhere your contracts are not as efficient as they 

should be. 

 

Ian Nunn (Chief Finance Officer, TfL):  Somewhat, yes.  I live in a world where I believe you can always get 

better and I would not sit here in front of you and say that we cannot get better across the piece in a lot of the 

contracts that we let.  It does take time because you can intervene in contracts and I would be one who would 

go back to a supplier and say, “We have a contract but it is not working.  I do not care whether it lasts for 

another two or three years.  I want to do something about it now”.  That is absolutely not unreasonable and 

that is something that we will do.  However, having said that, sometimes you do have to wait to get the best 

value for contracts to renew. 

 

Caroline Pidgeon MBE AM:  One option is outsourcing services and is something that the previous 

Committee looked at with the Metropolitan Police Service and the plans it has.  Are you considering 

outsourcing any services or, on the other hand, are you considering bringing any services back in-house 

because you think you can run them more efficiently? 

 

Ian Nunn (Chief Finance Officer, TfL):  I have no specifics, but we have, as you know, a Financial Services 

Centre, which is a typical outsourcing transactional centre and which works pretty well.  It can work better and 

we are working hard on that.  It can work more efficiently and we will work hard on that.  It can probably do 

more and that would be interesting because it could be a route for taking cost out of the business. 

 

Will we outsource activities completely?  We do in many respects across the piece.  Will we do more?  Possibly.  

Certainly, if we believe that it can drive costs out of the organisation, we will explore that very thoroughly. 

 

Caroline Pidgeon MBE AM:  I am sure that we will come back to that.  Another area is around TfL’s staff.  

Do you think that TfL spends too much on consultants and agency staff? 

 

Ian Nunn (Chief Finance Officer, TfL):  That is a difficult question.  In all likelihood -- 

 

Caroline Pidgeon MBE AM:  It is a yes or no answer, really, is it not? 

 

Ian Nunn (Chief Finance Officer, TfL):  I was going to.  In all likelihood, yes.  It is like everything.  Can we 

do better?  Yes, I am sure we can.  The trick, though, with contingent labour and non-permanent labour is to 

get the right balance for the business.  That is the trick and it is not easy.  It is easy to say that we have too 

many contractors or we pay contractors too much, but the purpose of contractors is to deal with peaks of 

work.  That is why you have them. 

 

A lot of our work is project-based.  We have two businesses.  One is an operating business running the network 

and the other is a capital business delivering projects.  When you are delivering projects, a project by its very 

nature has a beginning and an end and it is much more efficient for projects to be able to release labour 

relatively easily at the end.  Some you want to keep because you want to keep the experience of running that 
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project and carry it on to others and that is what we do.  However, equally, to deal with a specific project, 

especially where particular expertise or specialisms are required, you do use temporary labour.  Any business 

would and certainly at TfL I would argue that we should. 

 

Now, do we have the right number today?  We probably have too many.  Can we take some cost out in this 

area?  Yes, we already have.  We have been doing quite a lot in this area, especially around IT projects, in the 

last few months and so we have both reduced the numbers of non-permanent labour and taken cost out in 

recent months.  Absolutely, we can do better and so the answer to your question is yes, but does that mean to 

say that we should not have non-permanent labour?  Absolutely not.  It is just getting the balance right. 

 

Caroline Pidgeon MBE AM:  In terms of so-called “temporary” staff, one in ten of your workers is employed 

via an agency using their own personal service companies.  This is more than Whitehall and all its agencies put 

together.  It is, effectively, a loophole for people to try to reduce the tax they pay.  It is something that I raised 

with the Commissioner.  He was concerned about it.  It is something that the Government has asked all local 

governments and others to cut down on.  I do not really call it temporary when you had - the last figures I have 

to hand - last December 361 who had been working for more than three years on this basis.  That is not really 

temporary. 

 

Are you going to be shaking that up to make sure we are not just having people being paid so that they can 

reduce their tax through personal service companies?  If they are needed for a project, give them a fixed-term 

contract for that project. 

 

Ian Nunn (Chief Finance Officer, TfL):  Fixed-term contracts are an alternative through employing through 

agencies and we do that.  We have quite a lot of people on fixed-term contracts.  You are quite right that 10% 

of our 31,000 - roundly - workforce is non-permanent labour, but it is related to that contract work.  I agree 

with you that three years is too long and we are looking at that.  Once you get past a year or 18 months on an 

agency contract, it needs to be looked at.  However, in the context of our project work, coming into TfL as a 

newcomer, it does not surprise me that we have that proportion given the relative weight and importance of 

our capital projects. 

 

I would just want to say one thing.  It is wrong to assume that every contractor we employ through an agency 

has a personal service company.  That is not it at all.  I have no statistics on how many do, but I would be very 

sure -- 

 

Caroline Pidgeon MBE AM:  My figures are specifically about personal service companies.  You probably 

employ even more who perhaps are not, but the specific question is about employment agencies through their 

own personal service companies.  The mayoral answer I had gave the figure that I have used, which is 2,296 as 

of December 2015. 

 

Ian Nunn (Chief Financial Officer, TfL):  All right. 

 

Caroline Pidgeon MBE AM:  It is very specific.  You may have even more temporary staff working for you, 

but that is how many are using this. 

 

Ian Nunn (Chief Financial Officer, TfL):  The 10% is around 3,000 and it is coming down, actually, and that 

is what I said earlier.  On IT projects, it has come down.  In the last couple of months, we are down to about 

2,900.  At the yearend, we are at about 3,200.  Since the yearend, we have come down by 200 or 300. 
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Caroline Pidgeon MBE AM:  This is a huge area.  Mike Brown [Commissioner, TfL] when he first came in did 

say that he would be reviewing this and it really is something in terms of best practice as well. 

 

Ian Nunn (Chief Financial Officer, TfL):  We are all over this, just to reassure you.  Your point is well made 

and clearly understood by us and we are all over it.  It is an area that I have had some success in the past in 

controlling and I would expect to repeat that success here. 

 

Caroline Pidgeon MBE AM:  On the other side, in terms of cutting spending in this - and I want to see that 

because I see it as a loophole as well, which concerns me - could it lead to additional costs if you have to have 

extra salaried staff and could there be risk to some of the projects if you reduce spending on consultants? 

 

Ian Nunn (Chief Financial Officer, TfL):  No, we cannot risk projects.  We must deliver what we have to 

deliver, whether in the operational business or in the capital projects.  We will not take risks.  Some contractors 

will convert to permanent employment.  Some will not.  Another route is just to roll them.  As I said, we will 

have a need as a business for a number of agency workers because that is the way the market works.  If you 

are a specialist tunneller, you do not want to commit to working for TfL for years because you might go and 

work for High Speed 2 (HS2) or -- 

 

Caroline Pidgeon MBE AM:  Do you not come in and do a contract for three months or six months?  I used 

to work in the National Health Service.  That is what everyone did.  If you had a specialist project, you had 

them in for that -- 

 

Ian Nunn (Chief Financial Officer, TfL):  That is via agencies and that is what we use the agencies for. 

 

Caroline Pidgeon MBE AM:  -- on a fixed-term contract. 

 

Ian Nunn (Chief Financial Officer, TfL):  Three-month fixed-term contracts are unusual in our business.  

You would normally do that through an agency and certainly up to a year you would do it through an agency.  

What we have done is to negotiate down our agency rights to some of the lowest that you will find anywhere.  

We are doing that competitively. 

 

I would not want to mislead you; we will need non-permanent labour contractors in this business forever, I 

would suggest.  The question is getting the right mix.  At the moment, we are at around 3,000.  I am not sure.  

Can I sit here and say that the right number is 3,000 or 2,000?  I do not know.  I suspect that it will not go 

much below 2,000, but we will see.  Let us do the work.  They will always be there and that is normal in the 

context of a business that has a big capital programme. 

 

Gareth Bacon AM (Chairman):  Just on the issue of agency and temporary staff and the question of people 

running through personal service companies or limited companies, am I correct in saying that that is not 

something TfL can control?  You have described specialist contractors who would come and work for periods 

of time on specialist projects and who go through agencies.  That is completely accurate.  People who do that 

for a living - professional temps, if I can put it that way - will set up those companies in order to do that and so 

that is the pool of skilled labour that you can dip into.  If they are setting themselves up to do that, it is rare, is 

it not, for them not to set up their own limited companies?  Whether it is right or wrong, that is -- 

 

Ian Nunn (Chief Financial Officer, TfL):  Some do, some do not and probably you are right that a higher 

proportion - and we have been given the figures - probably does. 
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Gareth Bacon AM (Chairman):  The issue really is whether or not the Government should do something to 

correct that.  There is a temptation for us to sit here and say that TfL should not take people on that basis 

because it is not fair, they are not paying the right level of tax or whatever.  That could be cutting its nose off 

to spite its face.  My personal preference anyway is to focus on what Assembly Member Pidgeon was looking 

at, which is the people who have been there for a really long period of time, because they by no definition are 

temporary labour. 

 

Ian Nunn (Chief Financial Officer, TfL):  I completely agree with that.  Just on that point, I completely 

agree with that.  The reason I agree with that is that if people are there for a very long time, you end up 

leaving corporate knowledge in the hands and the heads of those people and that is not a good thing.  

Corporate knowledge should be carefully maintained within the organisation.  That is the risk. 

 

Caroline Pidgeon MBE AM:  That is a very good point.  The Government did give a very clear steer/guidance 

on this, which is why I have been looking at that. 

 

Gareth Bacon AM (Chairman):  Guidance is different to law. 

 

Caroline Pidgeon MBE AM:  Of course. 

 

Gareth Bacon AM (Chairman):  They need to legislate it out rather than soapbox it, if I can put it that way. 

 

Caroline Pidgeon MBE AM:  The final area I wanted to pick up today is the nominees of staff in terms of one 

of the perks that TfL staff get.  The Mayor has already announced that staff earning over £100,000 will have 

their free travel arrangements for the nominee, not for themselves, ended.  What will be the saving that you 

are anticipating per year for ending that perk? 

 

Ian Nunn (Chief Financial Officer, TfL):  It is relatively modest. 

 

Caroline Pidgeon MBE AM:  What sort of number are we talking about? 

 

Ian Nunn (Chief Financial Officer, TfL):  I would rather not quote a number in public on that. 

 

Caroline Pidgeon MBE AM:  The Mayor has pledged that.  He has said that he is going to stop that and so 

there must be a figure. 

 

Ian Nunn (Chief Financial Officer, TfL):  I will provide a number in due course but I would rather not do 

that now.  What I can say is that the saving will be relatively modest and the reason for that is that a marginal 

passenger does not drive an extra Tube service.  It is not a cost issue; it is a revenue issue. 

 

The question is how much extra revenue will come back to TfL as a result of a smaller number of nominee 

passes.  Our estimates of that are relatively modest because a lot of nominee passes do not get used that 

regularly.  Some do, some do not, and so there is a wide range.  I do not have a number to hand, but I am sure 

we can give you a number. 

 

Caroline Pidgeon MBE AM:  OK.  That would be helpful. 

 

Ian Nunn (Chief Financial Officer, TfL):  Actually, it is not a firm decision yet.  It is something that we are 

looking at.  That is why we have not done a lot of the work. 
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Caroline Pidgeon MBE AM:  Is this the first step towards looking at removing nominee passes for all staff, 

full stop, and creating that additional revenue stream? 

 

Ian Nunn (Chief Financial Officer, TfL):  No, no one has made that indication.  The Mayor has not said 

anything to that effect, as far as I am aware. 

 

Caroline Pidgeon MBE AM:  Are you considering, potentially, if you will not take this away from staff - I am 

not talking about staff’s own travel but their nominees’ - what about for all new staff coming in?  Is it 

something that you would maybe change for them so that they would not be entitled to it? 

 

Ian Nunn (Chief Financial Officer, TfL):  I would not rule that out.  It is a possibility, but the difficulty with 

that is that you end up having a two-tier workforce or a multitier workforce, and that is problematic.  There is 

potential in the future for other reasons because you have to look at the much wider benefit package that we 

offer staff and that includes pensions.  There are reasons, perhaps, in the future for having new entrants being 

treated in a different way.  That is a difficult thing to take on.  I would not rule it out. 

 

I would just say on the nominee passes that the number of benefits that TfL can offer to attract the highest 

quality staff is quite limited in the public sector and the nominee passes are an attractive perk, if you like, for 

attracting people into the business.  We do have to be careful that we do not cut our nose off to spite our 

face.  It is a very low cost to us and, as I have said, a benefit that we can offer that is highly valued in the 

marketplace for potential candidates.  Whilst we should absolutely look at this, we should do it with our eyes 

wide open and not create unintended consequences by becoming less attractive as an employer in the 

marketplace.  It is a competitive marketplace. 

 

Caroline Pidgeon MBE AM:  Can I just check, then, a couple of other things?  Do all of these staff who are 

agency or whatever get this or not?  Do they get free travel? 

 

Ian Nunn (Chief Financial Officer, TfL):  No, they do not.  On a fixed-term contract, they would. 

 

Caroline Pidgeon MBE AM:  They would.  There is a cost there.  In terms of board members, I notice that 

board members get free travel and a staff nominee.  Is that something that is being reviewed as part of the 

new board? 

 

Ian Nunn (Chief Financial Officer, TfL):  No one has mentioned that specifically to me, and the honest 

truth is that I do not know. 

 

Caroline Pidgeon MBE AM:  It might be something to consider if you are looking at every single type of 

saving that you can make.  Thank you very much. 

 

Gareth Bacon AM (Chairman):   On the nominee pass issue, again, as before, there are a lot of politics 

involved here, but I am not going to drag you into that.  When you give us the figure that you are expecting - 

and I have seen certain figures around it - for the additional revenue at the £100,000 level, could you provide 

the methodology used to calculate that figure as well, please? 

 

The reason I ask for that is that this is an issue that has been running for many years now and members of 

various different political parties have looked at it here and questions have been put via the Mayor to TfL 

about the cost of the nominee travel.  Again, I stress that it is nominee travel, not TfL employees.  TfL’s initial 
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line was very similar to the one that you gave earlier, which was, “There is no cost because we do not have to 

lay on extra trains for these people”, etc, which was, if I may say so, deliberately obtuse because of course it is 

a revenue line, as you have said.  It is how much extra revenue that is being foregone that we are interested in.  

When asked that question, TfL said it was around about £10 million, which is a suspiciously round number with 

not an awful lot of methodology and there was a suspicion that it was knocked up on the back of a fag packet.  

If you could put the methodology to the figure, that would be very useful in terms of answering Members’ 

queries on that.  

 

Keith Prince AM: You have referred to it already, but could you just confirm that the nominee passes are a 

perk and that it is not a contractual agreement? 

 

Ian Nunn (Chief Financial Officer, TfL):  It is a contractual agreement, but I do not like the word “perk” 

and so I would like to withdraw that, really.  It is part of the overall remuneration and benefits package.  It is 

contractual, yes. 

 

Keith Prince AM:  Are you saying that you would have to change people’s terms and conditions, then, if you 

were to withdraw it? 

 

Ian Nunn (Chief Financial Officer, TfL):  It is in the terms and conditions that you receive. 

 

Gareth Bacon AM (Chairman):  It is something that is offered when you join, but it is not contractual.  That 

has been established previously at Mayor’s Question Time.  It can be withdrawn at any moment. 

 

Ian Nunn (Chief Financial Officer, TfL):  I thought it was actually in the contract.  I stand corrected. 

 

Keith Prince AM:  Can you give us written confirmation, again, of that? 

 

Gareth Bacon AM (Chairman):  We might to revisit that because, again, this is another one of these grey 

areas that has never really been firmly established one way or the other.  Perhaps that might be something else 

to be added to the list, if you could establish categorically whether that is contractual or not. 

 

Ian Nunn (Chief Financial Officer, TfL):  If the answer via an MQT is that it is not contractual, then that 

will be right.  I apologise.  I thought it was. 

 

Keith Prince AM:  Can you just answer the question about why somebody picked £100,000 as the cut-off 

point and why not those above the national average wage or something? 

 

Ian Nunn (Chief Financial Officer, TfL):  I have no idea how that came about.  That would have been a 

discussion between the Mayor and the Commissioner, but that is at their discretion, not mine.  I cannot 

comment. 

 

Keith Prince AM:  The Mayor said in relation to savings - and he was actually referring to saving money to 

pay for the fares, but we are talking about reducing costs - that he would be funding it through stopping a 

number of vanity projects.  I am just wondering whether you can enlighten me as to what those vanity projects 

might be or whether he has enlightened you as to what he believes those vanity projects are. 
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Ian Nunn (Chief Financial Officer, TfL):  No, I have not had any contact with the Mayor on that subject.  I 

suspect that the thrust of that comment was to make sure that nothing happened again.  I am not sure it was 

so much about stopping existing projects, but, as I say, I have no details. 

 

Keith Prince AM:  He clearly said that he was going to make a saving: “I will fund the four-year fare-freeze 

by scrapping vanity projects”.  He must have had in his mind what he meant by “vanity projects”. 

 

Ian Nunn (Chief Financial Officer, TfL):  This is only conjecture, but I suspect that is avoiding cost on 

vanity projects rather than stopping projects that are currently in place.  I suspect, but I have not had contact 

with the Mayor on that. 

 

Gareth Bacon AM (Chairman):  I am going to move on now to - and he has been waiting very patiently - 

Graeme Craig, the Director of Commercial Development.   

 

Len Duvall AM (Deputy Chair):  Tell us how the Mayor’s manifesto programme impacts on you in terms of 

TfL’s commercial strategy.  Do you have to make any changes in light of that programme? 

 

Graeme Craig (Director of Commercial Development, TfL):  Inevitably, the part that has the most impact 

is on affordable housing and the Mayor’s keenness to see an increase in the levels of affordable housing.  We 

have had a number of positive discussions, particularly with James Murray, Deputy Mayor for Housing, about 

how we could implement that across our estate.  We have made good progress on seeking to ensure that we 

can deliver what is assumed within the business plan while also increasing the quantum of affordable housing 

that we are delivering from our portfolio. 

 

The way in which we achieve that is by bringing forward a larger number of sites, not, I suspect, generating 

50% affordable at every site but looking across our overall portfolio and ensuring that we are in a position 

across that portfolio across a number of years to deliver the highest level of affordable housing that we can.  

On a site-by-site basis, we have to balance affordable housing and investment in transport improvements, 

particularly things like step-free access.  Also, on some sites in particular, it is about managing and looking 

after the existing tenants and increasing employment growth where we can and of course ultimately 

generating the £1.1 billion net that is assumed within the £3.4 billion net over ten years as part of the TfL 

business plan. 

 

The way in which you reconcile those things is not to try to resolve every problem at every site, but to look 

across the portfolio and to understand which of those sites are most likely to be able to generate affordable 

housing that London badly needs, which of the sites have a need to invest substantially in order to improve the 

transport network and which, indeed, of those sites will generate the revenue that we then need to reinvest in 

the transport system.  The mechanics of that in principle and then on a site-by-site basis are something that 

we are working through closely with James Murray and the GLA team here. 

 

Len Duvall AM (Deputy Chair):  In terms of dilemmas and the direction of travel and where the Government 

is coming from in terms of TfL or London owning some of its investment projects on this site-by-site basis, do 

you think in those conversations that you have been having, that your GLA colleagues and James Murray, who 

are clearly focused on delivering housing, understand your transport needs for the business of TfL and future 

transport investment?  Enlighten us about them. 

 

Graeme Craig (Director of Commercial Development, TfL):  Yes, I think we do.  There is a general 

recognition that London has significant challenges and that TfL has a significant role it can play both as a 
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transport authority, including developing the existing transport network, and also as a major landowner, 

making the best use of the land that it has.  It is important that TfL takes a responsible, professional approach 

to its land.  It is important that TfL uses the land it has in order to provide housing, including an increase in 

affordable housing, and also it is important that TfL uses its land in order to support growth, including small 

and medium enterprises (SMEs) and including light industrial. 

 

What you cannot do is address all of those issues at every site but, in taking a step back and taking a London-

wide view and particularly ensuring that the development of London’s portfolio is in alignment with the 

emerging policies and the emerging London Plan, there is a fantastic opportunity for TfL to be the exemplar of 

an efficient public service making the best use of its land.  If you combine that with the fact that we are 

London’s strategic transport authority, then TfL is the most important instrument for growth in this city. 

 

Len Duvall AM (Deputy Chair):  Thank you.  What I am trying to get to in a much clearer way - sorry, that 

does not go against the answer you have given me - is whether you are saying that transport investment gets, 

using the phrase that the Mayor is quite fond of, “first dibs” on any of the take on a housing development in 

terms of your ongoing business plan and some of your investment programmes? 

 

Graeme Craig (Director of Commercial Development, TfL):  No, I am not saying that.  I am saying there is 

a balance of things that need to be met and we will be successful only if we balance those things.  That 

balance includes housing, particularly genuinely affordable housing.  That has to be balanced with making local 

improvements.  TfL is committed to improving the number of stations with step-free access and, where we can 

take the opportunity of development in order to improve step-free access or introduce step-free access 

locations, it is absolutely something that we want to do. 

 

Making major investments at stations like Harrow-on-the-Hill and Northwood, which both would benefit from 

step-free access, reduces then the viability of development at those sites.  It impacts potentially then on the 

levels of affordable housing that could be generated at those sites, but that then becomes a question of how 

we and the GLA and the Mayor’s Office can work together in order to reconcile those things in the best way 

that we can. 

 

Obviously, by looking at the scale of development or looking at investment, it may be possible to deliver both 

affordable housing and local - and indeed London-wide - transport investment.  These things are a balance.  

You need to have the ability both to identify the optimum answer at that location but also then, stepping 

back, to work through what the right answer is across London. 

 

Len Duvall AM (Deputy Chair):  I like that answer, but that is not a real-world answer, is it?  As the 

Government reduces its funding to you in one way, you still have to go back to the Government and get some 

commitment.  The trouble is that you are not answerable to the Department for Communities and Local 

Government.  Your sponsoring department is the DfT.  Now, I might be thinking joined-up thinking because 

what you are outlining to me is that that goes on.  They are going to be saying to you when you come back 

and say, “Actually, this is our investment we are going to be prepared to put in”, and we will say to the 

Government, “What are you going to put in?”  Maybe they are not going to put in anything, but we would 

have to ask.  Are they not going to say, “Are you maximising the transport take in some of those schemes in 

your balancing-out strategy”?  Is that not what the civil servants say in Government about some of those 

issues? 

 

Crossrail is a big driver for housing as well as a big transport project.  It costs a lot.  What is the thinking about 

Crossrail?  In terms of joined-up thinking, are you going to be in control of that or is that going to be a 
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separate entity driving that discussion and those Crossrail people will have the same discussions with 

James Murray and the GLA people, or is TfL in control of that?  It may be early stages yet, but can you give us 

an indication because we might come back to this? 

 

Graeme Craig (Director of Commercial Development, TfL):  Let me answer on development for both 

Crossrail/the Elizabeth line and Crossrail 2.  The property development team within Crossrail/the Elizabeth line 

currently sits as a separate organisation, but I co-chair the steering group on development for Crossrail activity 

and the team and its work will be subsumed into my team over the course of the next 12 to 18 months.  In 

terms of Crossrail 2, I have a member of staff seconded across to work specifically on Crossrail 2 to make sure 

that the lessons that we are learning across our wider development portfolio are being applied from the outset 

on Crossrail 2. 

 

In terms of the broader discussions, I have met with officials from the Department for Communities and Local 

Government, Treasury and Number 10.  I hear only support in terms of a TfL approach that recognises that as 

well as being a transport company, if we own 5,500 thousand acres of land in London, we are also a property 

company and we need to take a responsible and professional approach to the development of our assets. 

 

Len Duvall AM (Deputy Chair):  In terms of this brave new world that we are in, the impact that you make in 

terms of contributing back to TfL is pretty significant.  Even before any new Mayor arrived on the scene, there 

was a vision in TfL that you were going to be quite important in terms of delivering for the rest of the 

organisation.  Is that fair to say? 

 

Graeme Craig (Director of Commercial Development, TfL):  I committed two years ago to delivering a 

40% uplift that equated to an additional £1 billion over ten years.  I would not claim that I am the answer to 

TfL’s issues.  We have to be focused on generating the money that we can.  We have to be focused in 

particular on managing down our costs.  There is a limit, particularly in the short term, in the increase that we 

could realistically generate from commercial development activity.  It is much more about putting in place the 

infrastructure to generate long-term revenue.  We know where we stand from 2018: London will become one 

of a very small number of major cities whose transport has to operate without subsidy from Government.  The 

commercial development can, over time, increase to ensure that we have money to invest in order to improve 

that transport system in the short term, simply given the starting point in terms of commercial development 

activity, which is not insubstantial but can come nowhere close to addressing short-term, wider operational 

challenges. 

 

Len Duvall AM (Deputy Chair):  Let us move on to another mayoral priority.  One of the Mayor’s aspirations 

is to establish a trading arm to bid for other local transport services.  How long will it take you to see if that is 

feasible?  Do you have those plans in place?  Who is working on them?  Is it you, Graeme, or is it someone else 

in TfL’s organisation? 

 

Graeme Craig (Director of Commercial Development, TfL):  What we are doing is seeing where there are 

opportunities for TfL to engage in consultancy activity.  Having reviewed these issues, I am personally 

uncomfortable with any immediate setting up or seeking to set up from scratch a worldwide consultancy arm 

for TfL.  That would require a significant investment and would require significant risk.  There is no doubt, 

however, that there is an international appetite for utilising TfL’s skills and experience around the world.  There 

are a number of different areas in which TfL is widely recognised as being the pre-eminent transport authority 

in terms of the work that is done. 
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Sorry, I should say that this is currently all internal work, but this is me sharing my thinking in an entirely open 

way.  My thinking is that initially TfL would be more likely to be successful in terms of making inroads here by 

doing this in partnership with others.  We, therefore, would be leveraging the infrastructure and the worldwide 

reach of other organisations, and TfL would be leveraging its experience, a few key staff and its intellectual 

property, but in a way that does not incur significant additional upfront costs for TfL and in particular does not 

distract TfL from the significant day-to-day transport challenges it faces. 

 

There is interest from the informal conversations that we have had with the leading transport in other 

consultancies, who are attracted to the option of potentially being able to bid for work with TfL.  My 

preference would be that we seek specific opportunities through that and look then to generate a consulting 

business initially in partnership with others, initially on a case-by-case basis, and thereafter look to grow the 

business.  That strikes me as a much more prudent approach than TfL seeking to set up from scratch an 

international consulting business with all the cost and risk of distraction that might come from that.  This is 

early days in terms of that, but if we were in a world of being able to succeed in partnership with others, it 

could be a good grounding for what might then happen thereafter. 

 

Len Duvall AM (Deputy Chair):  When you say “other partners”, are you referring to other transport 

partners?  In the UK, would it be Network Rail or are you saying other consultancies like PwC?  What is your 

thinking about that?  I have used those names just as examples. 

 

Graeme Craig (Director of Commercial Development, TfL):  I have spoken to Network Rail and most of 

the leading consultancies in the UK, all of whom are interested in this. 

 

Len Duvall AM (Deputy Chair):  Thank you for sharing in the way that you have done.  When do you think 

we will have something harder in terms of a proposition on paper we can get our teeth into? 

 

Graeme Craig (Director of Commercial Development, TfL):  A few months. 

 

Len Duvall AM (Deputy Chair):  Thank you.  

 

Gareth Bacon AM (Chairman):  Will it be in the business plan? 

 

Ian Nunn (Chief Financial Officer, TfL):  Yes, logically, if there is anything concrete to build on.  The issue 

is slightly wider, if I may just build for a second.  It is our responsibility to taxpayers and fare-payers to use our 

assets to best effect and we focus on property assets, quite rightly, because we have 5,700 acres of land in 

London.  We have other assets as well, including intellectual property.  The consultancy is about our people 

and experience, but we also have retail estate and we have advertising estate.  If I may, a big part of Graeme’s 

job is to make sure that we are getting maximum revenues from all of those assets and using them to best 

effect for fare-payers and taxpayers.  That is the challenge.  We have to work across the piece.  The 

consultancy piece is using our people and experience, but we have a whole range of assets that we need to 

exploit effectively. 

 

Len Duvall AM (Deputy Chair):  Just a wider question, very quickly, to place something.  Can you give this 

Committee an assurance that with everything you are telling us, you are going in the direction of this brave 

new world of taking some ownership, rechecking that you are making the most efficient use of those assets 

and working out where the income generation will come and increasing that and you are just not going to sit 

back and wait for the next lot of business rates to come through to save you in terms of any black holes? 
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Ian Nunn (Chief Financial Officer, TfL):  I hope we do not look like people who are going to sit back and 

wait for the next lot of business rates to save us.  We will not be doing that and I hope we do not look like 

people who will. 

 

Len Duvall AM (Deputy Chair):  On that basis, then, the question I asked you about first dibs on transport 

investment, is any of that money likely - you must have had a discussion about it because the Government is 

having a discussion about it - to go back into that transport investment, whether it is Crossrail or other 

transport investment needed in London?  It is not going to be propping up some of the other bits? 

 

Graeme Craig (Director of Commercial Development, TfL):  Yes, the money will go into transport.  I 

misunderstood the previous question.  The money will go into transport.  What I was trying to say was that it is 

not just about chasing money, though.  It would be relatively straightforward for TfL simply to chase money, 

particularly short-term money. 

 

We have put in place the largest advertising contract in the world, the largest bus shelter advertising contract 

in the world and the largest public sector sponsorship in the world, and we have committed to developing 300 

acres that will turn TfL into one of the largest property developers in London.  We are looking to see what we 

can do in consultancy and in telecommunications in order to generate further additional revenue.  We are 

absolutely focused on making the best use of the assets we have, in part because that generates money that 

gets reinvested in transport. 

 

There is a broader aim here, though, which is that if we can provide homes and jobs, if we can help to address 

London’s connectivity problems and if we can leverage TfL’s intellectual property and support transport 

development around the rest of the world, there are benefits here that go much wider than simply the revenue 

that we generate. 

 

Len Duvall AM (Deputy Chair):  Thank you. 

 

Sian Berry AM:  I have two questions that I think have yes/no answers and then a couple of questions about 

the housing aspects of the property wing. 

 

The first question is: are you concerned about a downturn in advertising?  Have you seen any sign of this 

already as a result of the referendum result? 

 

Graeme Craig (Director of Commercial Development, TfL):  Advertising tends to follow gross domestic 

product (GDP) and so I watch with interest.  I looked over the weekend at all the analysts’ views as to what 

may happen.  It is a risk, but it is something that we will closely monitor.  Again, I am stepping back because I 

really do not do yes/no answers. The fundamentals of London - time zone, language, regulation, culture, 

education and all of those things - are strong.  They remain strong.  We have a fantastic asset base, as I said.  

We recently signed the most valuable outdoor advertising contract in the world.  There is huge potential for us 

to generate more money from that but also to support small business, local cultural institutions and charities.  

There is a fantastic amount that we can do on the advertising estate.  I do not pretend that the uncertainty 

that inevitably followed the result does not carry with it some risk.  We will follow with interest a variety of 

different sectors in which we have commercial interests.  In terms of advertising, it tends to track GDP. 

 

Sian Berry AM:  Thank you.  There may be closer to a yes orno answer to this one.  Will the consultation on 

the Ultra Low Emission Zone (ULEZ) that is due to launch quite soon include revenue estimates? 
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Graeme Craig (Director of Commercial Development, TfL):  That is not, as it happens, my area of 

expertise. 

 

Sian Berry AM:  Maybe it is a question for Ian [Nunn], then. 

 

Graeme Craig (Director of Commercial Development, TfL):  I am sure we can get you an answer.  I am 

responsible for non-fares, non-charge revenue and so I am not responsible for congestion charging and low-

emission stuff. 

 

Gareth Bacon AM (Chairman):  I am intervening, but we will add that to the ever-lengthening list of written 

responses. 

 

Sian Berry AM: Going back to housing and the housing side of the property wing that you manage, I know 

that the current business plan aims to switch more towards long-term rental-type income rather than disposal 

of assets when you are doing housing-type developments on your land.  The Mayor’s manifesto said basically 

that that would accelerate in his administration, putting more emphasis on retaining ownership.  Are you 

making changes of that sort to your current set of projects? 

 

Graeme Craig (Director of Commercial Development, TfL):  Yes, those are exactly the sorts of discussions 

that we are getting into with James Murray. 

 

Sian Berry AM:  Would you describe that more as a robust strategy to a downturn than as a policy of selloffs 

and disposals? 

 

Graeme Craig (Director of Commercial Development, TfL):  In general, if you have a rental product in 

London, it will be more sustainable and less likely to suffer fluctuations in the housing market than one that is 

reliant on disposal.  If you have a disposal-led strategy, what that tends to result in is that people hold on to 

property until prices increase and then they sell the property.  The worst position to be in is where one would 

be committed to disposal but cannot change the timing and cannot change the market.  Generating long-term 

revenue streams fits entirely with our long-term aspirations of retaining property, generating long-term returns 

from those properties and reinvesting the receipts in the transport system.  There will be disposals.  In part, 

that is driven by where the market is favourable and we take a rational view at that point in time.  Elsewhere, it 

may be that perfectly normal business drivers, which would apply to TfL as much as any organisation, would 

result in one looking to generate funds from an asset. 

 

Sian Berry AM:   Could retaining and increasing the value of your asset base potentially improve your credit 

rating for TfL and potentially reduce the cost of borrowing?  Do you think that is part of that strategy? 

 

Ian Nunn (Chief Financial Officer, TfL):  Potentially, yes.  The way credit ratings look at a business is via 

the certainty of the income.  If we can get annuity income streams from our property portfolio, logically, it will 

give them a more favourable view. 

 

Sian Berry AM:  OK, thank you. 

 

Ian Nunn (Chief Financial Officer, TfL):  They look at income streams.  They look at both, but income 

streams are very important for credit rating agencies, rather than capital assets. 

 

Caroline Pidgeon MBE AM:   Do you envisage any of your sites having no affordable housing? 
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Graeme Craig (Director of Commercial Development, TfL):  Very few. 

 

Caroline Pidgeon MBE AM:  Could there be some? 

 

Graeme Craig (Director of Commercial Development, TfL):  It is potentially possible.  I do not know.  I am 

just thinking.  It depends on very small sites.  It is conceivable.  It is not something that currently we are 

working on, but it is conceivable, but it would only ever be at the margins if we have an overall target of 50% 

affordable housing across the portfolio.  I am reluctant here to rule out ever having a site with no affordable 

housing and so I would like to leave myself the wriggle room for the option that on individual sites it may 

happen but it is not something that we are working towards a general aspiration of ensuring that we are 

policy-compliant and then going beyond that in order to provide.  The aim is 50% affordable housing, rather 

than something that is looking to minimise or eradicate. 

 

Caroline Pidgeon MBE AM:  You have a really ambitious programme around housing and then all of the 

other areas that you are covering.  Do you have the capacity to be able to deliver this? 

 

Graeme Craig (Director of Commercial Development, TfL):  Thankfully, it is not just me. 

 

Caroline Pidgeon MBE AM:  I appreciate that.  You have an expanded team, but do you have the capacity to 

deliver this?  If you cannot get the income coming in, this has a huge impact across the whole of TfL. 

 

Graeme Craig (Director of Commercial Development, TfL):  Yes, it does.  I am confident that we have the 

resource in order to do what is required.  We have - successfully - persuaded the markets in which we operate 

that we are serious and much more commercial than we have been in the past.  We have been able to recruit 

individuals who have significant commercial experience in advertising, property and elsewhere.  We have a 

calibre of individual the like of which we have not had in TfL in the past, significantly better than most, if not 

all, of the public sector.  Not surprisingly, if you introduce capable individuals to the best asset base in London, 

you can do great things.  That is the position in which we find ourselves. 

 

Caroline Pidgeon MBE AM:   Thank you. 

 

Keith Prince AM:  Do you have any idea how much the Mayor’s recent ban on body image ads will cost 

business? 

 

Graeme Craig (Director of Commercial Development, TfL):  Approximately nil would be my assumption.  

In practice, there were a very small number of advertisements that caused an issue.  The issue that those 

caused was substantial.  We did not have a reason within our then advertising policy to ban such adverts.  

Again, from a personal point of view, given we have the most valuable, best advertising estate in the world, I 

have no desire that it is an advertising estate in which anyone who is walking through it should feel 

uncomfortable themselves or on behalf of others, including their children, by advertisements that we put up. 

 

The new advertising policy makes plain that we want to work with agencies and organisations.  They will come 

to us with their proposals for campaigns.  We run 12,000 campaigns a year.  If we have concerns over an 

advert, we will refer it in order to ascertain whether it is compliant with the Advertising Standards Authority’s 

guidelines.  If we have concerns beyond that in terms of our advertising policy, we will work with the agency, 

we will work with the organisation and we will seek to ensure that it is changed as necessary in order to make 

sure it is then compliant with our policy.  I see no reason why in practice, given the experience we have, we 
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would not find it possible in order to ensure that adverts as necessary are amended in order to make sure that 

they are compliant with our new policy. 

 

Keith Prince AM:  Can I put the question another way, then?  Could you - not now, obviously - give me an 

estimate of how much money we receive from advertisements in the past year that would now not qualify 

under the new Mayor’s direction? 

 

Graeme Craig (Director of Commercial Development, TfL):  We can do that.  It would be in probably, I 

would guess, the low hundreds of thousands.  It is of that sort of order. 

 

Gareth Bacon AM (Chairman):  In the spirit of trying to be helpful and moving us on a wee bit, can we add 

that to the list of things that we are going to write to you about, asking for a reply? 

 

Graeme Craig (Director of Commercial Development, TfL):  The other thing I should say is that we have 

the Advertising Steering Group and we are now saying that on an annual basis we will review how well the 

policy is working and set out examples as to what has and has not been accepted.  That will provide on an 

ongoing basis the assurance and information that you might want. 

 

Leonie Cooper AM:  It was going back to the point that you made earlier about not wanting to distract from 

the day job, but it also speaks to Assembly Member Pidgeon’s point about the capacity to deliver. 

 

As I said earlier, I have worked in the field of housing.  Certainly when I first started working there, it was not 

necessarily particularly commercial working for housing associations and a lot of them have now changed 

dramatically, housing groups, with quite a commercial and hardnosed approached around advertising and so 

forth and also entering into joint bidding arrangements for major contracts.  It has taken quite a change in 

headspace, really, I would say, for housing associations to do that. 

 

How much of a change in headspace do you think it will require?  TfL may be rampantly entrepreneurial 

already, as housing associations were not.  I just wondered how much change is still required, if any. 

 

Graeme Craig (Director of Commercial Development, TfL):  Very briefly, a lot has happened.  We have 

been working on this for four years.  We now have a strategy, we have a new organisational structure and we 

have a new team of individuals.  Even in the last year, the property development team has gone from five 

people to 21.  Commercial Development now sits on TfL’s Executive Committee, recognising the fact that it is 

an operating business within the organisation. 

 

One of the things is that I spend quite a bit of time talking to other parts of the public sector and they are 

surprised at quite how much progress we have made over the course of the last four years.  We are not there 

yet.  There is further recruitment that needs to take place.  What I would say is the process that we have 

adopted is one in which we do not try to do everything ourselves and so we have an advertising partner with 

whom we are working in order to take forward the real estate and another one with whom we will take forward 

the bus shelter estate.  We have a panel of 13 joint venture partners with whom we can work on development 

sites.  Whether it is development advertising consultants, we will always work with partners and we will always 

leverage the partners’ experience.  That is the only way in practice in which we could take forward the scale of 

activity that we are. 

 

What I would say is the experience has been enormously positive in terms of the success of those partnerships 

and our ability in order to manage them.  I recognise the issue.  It is something that we need to keep under 
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review.  However, we have been successful to date in attracting good recruits and successful to date in 

attracting partners and thus far things are working well. 

 

Leonie Cooper AM:  You are not “beach body ready” - we are not going to use that terminology - but you 

are commercial opportunity ready, certainly working with partners. 

 

Graeme Craig (Director of Commercial Development, TfL):  Yes.  I was going to try to think of an 

analogy, but it is best that I do not.  Let us just say that things are going well. 

 

Sian Berry AM:  Asking about the capital projects that are in the next business plan, we want to ask you if 

there is a risk that you may cut or delay any of those capital projects as a result of the fares freeze or any other 

concerns you have. 

 

Ian Nunn (Chief Financial Officer, TfL):  You have heard both the Mayor and the Commissioner separately 

give pretty clear commitments on investment and so I will not revisit those.  They have said that they will make 

sure the capital investment programme is protected.  My job, as I develop the next business plan, because they 

are in the current business plan, is to make sure that I can come up with a balanced budget and business plan 

that delivers not only the fares freeze and other manifesto pledges but also a full capital and investment 

programme.  That, as we have discussed previously at some length, will depend on our ability to take cost out 

of this both on an operational side but also on the capital side.  One of the tricks that we will need to pull off is 

to maintain the existing programme but make sure we deliver it at a lower cost. 

 

Sian Berry AM:  Thank you.  You have already said that you do not know of any vanity projects that you wish 

to cancel and so that is good.  I wanted to ask whether there are any potential projects that are at risk now or 

things that are being developed that might be now put on hold? 

 

Ian Nunn (Chief Financial Officer, TfL):  No.  I cannot answer that definitively, but my instinct is to say no.  

Just to explain better, the process that we have to go through over the summer and into the autumn is looking 

at all of the existing capital projects and also candidate capital projects and reassessing them, reprioritising 

them, re-costing them and making sure that we can do all that we think we should be doing for London.  That 

is quite an onerous process and has to be done in some considerable detail and it will be important on the 

existing programme to make sure that we are delivering those projects at absolutely best value to fare-payers 

and taxpayers.  It is a detailed piece of work. 

 

Sian Berry AM:  One set of projects that I am concerned about are the cycling projects.  The current business 

plan sees funding for those set to decline.  I believe that they have proved relatively successful and good value 

for money and the new Mayor has said he does wish to restore the funding.  Is that now at risk or is that 

something that you have had discussions about? 

 

Ian Nunn (Chief Financial Officer, TfL):  That goes into the mix along with everything else.  You are right 

about cycling infrastructure and how the current plan sees a slight fall in the investment plan.  If the 

conclusion is that what we have done so far is very successful, I am sure that there will be further candidate 

projects for greater investment.  Simply, I do not have any detail at this stage.  I have no doubt that my 

colleagues in the Surface team will have some pretty good ideas about where we may go next, but they are not 

on my desk yet. 

 

Sian Berry AM:  OK, thank you.  Another project - and the only one proposed for this funding mechanism - is 

the Silvertown Tunnel, which is down to be done under a PPP type scheme.  Historically, payments on private 
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finance initiative (PFI) types of schemes have always exceeded the potential cost of just ordinary borrowing.  I 

know the previous mayoral answers on this have emphasised that the reason for doing this is to leave a lot of 

the risks with the private sector in the construction of the project.  I just wanted to ask if that project is still 

realistic using that funding mechanism? 

 

Ian Nunn (Chief Financial Officer, TfL):  Yes.  I would say yes.  It is probably the only funding mechanism 

for that project.  That is a succinct answer to the question, but the wider challenge for TfL as we go towards 

the end of this decade and into the next is the multiple projects that we have and, with Crossrail 2 firmly in our 

sights now, there will be significant capital pressures on the business to fund and finance some pretty 

expensive projects.  That is going to be a challenge as we move into the next decade and we will start to have 

to think about that now.  It is for that reason they are going to Silvertown, which is a large, expensive project.  

Personally, that is the only way we can get it away. 

 

Sian Berry AM:  OK, thank you.  I have just one more thing on that.  I was a former road campaigner and 

tracked quite closely the M6 toll, which was spectacularly unsuccessful for its investors.  I wondered whether 

you were concerned that with a potential downturn ahead of us, we might be in trouble trying to attract an 

investor there. 

 

Ian Nunn (Chief Financial Officer, TfL):  Goodness, that is too detailed a question for me.  I know the 

teams did look at the M6 toll road in the work that they have done on the Silvertown Tunnel.  That was very 

much a part of their thinking.  I cannot answer the question in a detailed way, but I am very sure that that was 

part of our thinking and part of the modelling that we have done in getting to this stage on the Silvertown 

project. 

 

Sian Berry AM:  At the moment we have quite ambitious performance targets within the business plan and, 

with potential pressures, we want to check whether or not those targets are going to be maintained in the new 

business plan and whether there is any risk that Londoners will notice a reduction in the quality of their service. 

 

Ian Nunn (Chief Financial Officer, TfL):  No, that is not on our list of objectives.  No, it is really important 

that we have, I believe, developed a very good reputation for improving the delivery of our service and there is 

no way we want to go backwards having made the progress that was made.  That is very close to our hearts.  

Maintaining and improving on the current levels of operational performance is pretty much sacrosanct for us. 

 

Sian Berry AM:  OK.  That is very clear.  Thank you. 

 

Gareth Bacon AM (Chairman):  OK, Members.  We have come to the close of the questioning part of this 

session.  Can I thank our guests, Ian Nunn and Graeme Craig, for giving up their time and for their answers this 

morning?Just before we move off it, the business plan is going to be published in autumn.  October?  

September? 

 

Ian Nunn (Chief Financial Officer, TfL):  It will be probably a bit later than that, probably November, but it 

is to be confirmed. 
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