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Budget and Performance Committee 
2 November 2010 

 
Transcript of Item 5: The 2011/2012 GLA Group Budget – Functional 
Bodies 
 
Action five is our main item today which is about the GLA group budget.  It is quite 
complicated, this, because we have got three functional bodies here now.  The London 
Development Agency (LDA), because of its different nature and recent events, is going to come 
on a little bit later on. I will start the ball rolling by inviting each of you to make an opening 
comment about the position you are in.  I am going to start with Transport for London (TfL) so, 
Steve, welcome. 
 
Steve Allen (Managing Director of Finance, TfL):  Thank you very much.  As you will have 
seen from the Mayor’s announcement following the Spending Review settlement we have had 
fairly long and detailed discussions through the Spending Review with the Department for 
Transport and the Treasury, particularly around protecting investment in upgrading the 
transport network.  Crossrail and the continuation of the upgrade to the Tube networks, which 
were identified as key national priorities within the Spending Review, have, therefore, been 
protected from some of the level of cuts that have been seen elsewhere to the transport 
budget. 
 
Overall, that has meant the cuts to our budget have been rather less than to the transport 
budget nationally and that has enabled the Mayor to protect his key priorities of the 
investment, continuing the level of services that are provided and not increasing fares beyond 
what was already set out in our business plan. 
 
Obviously, we only had the Spending Review announcement a couple of weeks ago.  We are in 
the process of preparing a detailed business plan that will respond to the Spending Review, 
which we expect to have ready in the early part of next year. 
 
John Biggs (Chairman):  OK.  Anne McMeel, Metropolitan Police Service. 
 
Anne McMeel (Director of Resources, MPS):  Just as an opening - and Bob [Atkins] may 
well want to add to this - the announcement on the Comprehensive Spending Review (CSR) was 
that we would be looking at a 20% real reduction over the next four years.  That is the 
equivalent to a 12% reduction in cash and it has been front-loaded so, in terms of the 20%, it 
goes 6%, 13%, 17% and 20% over the next four years.  For next year, on the basis of the 
information that we have so far, it looks like a cash reduction on our core policing activity of 
about 3.8%, which is what we are working towards. 
 
What I would say is, however, there are a lot of unknowns for us at the moment that relate to 
our core position.  The information provided by the Home Office does relate to the overall 
Home Office grant that covers specific grants as well and we have not yet got clarity on what 
the changes on some of those specific grants might be or, indeed, how the overall funding will 
move through the general police grant formula.  We are hoping to get more clarity on that in 
early December 2010. 
 



 

 

We also have an issue about looking at what our partners’ settlements are because, clearly, we 
receive some income from other partners in terms of some of our activity.  We are currently 
working up plans - and, indeed, building on the plans that we have had over the last two or 
three years - in terms of our overall policing plan.  The aim - you will have heard the 
Commissioner make these announcements – is of very much trying to ensure that we drive out 
as much cost from the organisation in terms of inanimate objects and goods and services; 
ensuring that our business support functions are as lean as possible in terms of delivering 
effective services; and doing whatever we practically can to maintain and support our 
operational capability as an organisation. 
 
We will also be waiting for the final Mayoral precept announcements.  We are currently working 
to the proposal in his letter of 22 October 2010 which is, basically, a precept freeze on the 
current year. 
 
That is the overall position on our finances. 
 
John Biggs (Chairman):  OK.  Just to clarify, Steve Allen is the Managing Director of Finance 
at TfL.  TfL is different from the other organisations in that its grant is already established; we 
know how much you will be getting next year.  Obviously, subject to changes because fare 
income will go up and down depending on the economy, whereas Police and Fire and, indeed, 
the core GLA’s final numbers do not come out until December 2010.  We are going to probe this 
in greater detail later on.  Also, we live in a world in which, certainly under the previous 
Government, there were lots of additional grants for special circumstances and special projects 
and so on.  There may be some change in some of those but we will explore that in a minute. 
 
If we could ask Sue Budden then, from the Fire Authority, to set out her stall? 
 
Sue Budden (Acting Director of Resources, LFEPA):  The Spending Review announcement 
for Fire was a 25% reduction in grant over four years and this would be back-loaded, although 
there is not any detail as to what that means.  It is back loaded to 2013/2014 and 2014/2015.  
The statement behind that was that that was to allow time to make the changes without 
impacting on the quality and breadth of services.  That came from the Fire Minister. 
 
The reduction is predicated on the premise that Fire, in total, is 50% grant funded and 50%, 
effectively, council tax funded.  Our split is 60/40 so that is different to us.  A 50% would mean 
a 12.5% reduction in total funding whereas, for us, that does translate into 15%. 
 
The other factor for us is around the consultation on the Formula Grant Distribution.  There was 
a consultation that closed in October around changing the way in which the total fire grant is 
distributed.  Some of the options resulted in quite significant losses for the London Fire and 
Emergency Planning Authority (LFEPA) if floor damping was not retained.  That was not 
mentioned in the Spending Review at all so we need to wait and see how that comes to light 
when the final announcement comes. 
 
The other point for us is that we did do a base budget submission in September 2010, in line 
with the Mayor’s Budget Guidance of May 2010 that was based on a 5% reduction in grant.  
That could be within the context of a back-loaded 25% settlement over four years, so we are 
just waiting to see what the actual announcement is in December 2010. 
 
John Biggs (Chairman):  Just then to pull out a strand from that, the Police budget 
settlement is front-loaded so you are going to get the bigger cuts in years one and two and 
smaller cuts in years three and four and the Fire savings are the other way round.  Although, 



 

 

uniquely I think, the Fire Authority has already produced a draft budget which possibly offers 
the GLA bigger savings than it might be required to offer through the grants.  So there may be 
an opportunity for the Mayor in that I suppose and he may choose to take those savings earlier 
on and make it a bit less painful for the other parts of his empire.  Let us see how that comes 
out in questions. 
 
Richard Tracey (AM):  First of all, you said Steve [Allen], that, effectively, Transport for 
London has been protected compared to the rest of the country - I think that is what you were 
saying.  There were specific arguments made about the Tube upgrading and about Crossrail and, 
therefore, you probably got a better deal.  Is that right? 
 
Steve Allen (Managing Director of Finance, TfL):  There was specific protection for those 
projects: for Crossrail and for the investment in the Tube upgrades.  Those were ring-fenced 
from the overall budget cuts.  The rest of the transport grant was cut in line with the rest of the 
country.  Our grant cuts, like the Fire Service, are back-loaded rather than front-loaded.  So by 
2014/15 the national transport grant - the unprotected part of the budget - is cut by 28%, 
which is the same as transport budgets nationally, but, overall, the cut is 21% (reflecting the 
amount that goes into the Tube upgrade).  Crossrail, because it is a capital grant, is separate 
from that anyway.  The numbers I am talking about are the ring-fenced transport grant which is 
counted as revenue in the Government’s books. 
 
Richard Tracey (AM):  Can I establish one thing first.  When the Mayor made his 
announcement immediately after the CSR - and, indeed, was backed up by your Commissioner, 
Peter Hendy - they said that Crossrail would certainly be completed by 2018; so one year’s 
difference from what we had expected.  Then there was quite a deal of argument in the press 
that they had not been straight with London and that, actually, the situation was not as the 
Mayor and the Commissioner had said.  What have you got to say to that?  Can you clarify for 
us because, I think, it is quite damaging that the press made these comments? 
 
Steve Allen (Managing Director of Finance, TfL):  In respect of the timetable for opening 
Crossrail? 
 
Richard Tracey (AM):  Crossrail, yes, and, indeed, what parts of it would be completed by 
2018?  There was some suggestion that the wings - if we can describe it as that - of Crossrail 
would not be finished. 
 
Steve Allen (Managing Director of Finance, TfL):  The situation has always been that there 
will be an opening of the central tunnel section, which was previously scheduled for late 2017, 
and that there would then be a phased opening of the legs that feed into the central tunnel 
section.  What Crossrail has come up with, as a revised programme in response to its 
engagement with potential contractors for the main works, is a slightly longer construction 
programme that would see the central tunnel section open towards the end of 2018. 
 
There is still discussion about the phasing of the outside legs that feed in to the central tunnel 
section.  So, previously - I think within about six months of that central tunnel section opening 
– it was that all the services would be running.  We are now discussing with Crossrail as to 
whether it should be six months or a few months longer to have services running on the whole 
route from Maidenhead in the west to Shenfield and Abbey Wood in the east. 
 
Richard Tracey (AM):  So you are saying that it will be finished then by 2018? 
 



 

 

Steve Allen (Managing Director of Finance, TfL):  The central section will be open in 2018.  
One year later than previously said. 
 
John Biggs (Chairman):  What you are saying then is that the core section is being delayed by 
a year -- 
 
Steve Allen (Managing Director of Finance, TfL):  Yes. 
 
John Biggs (Chairman):  -- and that could be as simple as a cash flow issue because there is 
less money to go around? 
 
Steve Allen (Managing Director of Finance, TfL):  No, it is not that at all.  Effectively, what 
the bidders for the central section have said is that on the western part of the tunnel rather than 
doing the previous plan which was to build the stations first - you dig out the stations from the 
top and then run the tunnels through the station boxes that you have just dug out – was to do 
the opposite of that:  to start with the tunnels and then, effectively, go back and excavate out 
the station boxes from the tunnel that you have just built.  That takes slightly longer.  It also has 
the impact of reducing the amount of spoilage that you need to disperse from the surface 
because you can run it out through the tunnel that you have just built.  So in terms of the traffic 
impact in west London, it is much better. 
 
John Biggs (Chairman):  So it is slightly longer for technical reasons and then you were saying 
that it could open as a skeleton service in the first instance?  That is the other part of the cut 
you are talking about? 
 
Steve Allen (Managing Director of Finance, TfL):  I do not think skeleton service is the 
right phrase.  The substantial new part of Crossrail is the central tunnel section from Paddington 
through to Whitechapel and so forth.  It is that that will be open in 2018.  It is a question of 
whether you run services from Paddington to Maidenhead in the west and then up to Shenfield 
and Abbey Wood in the east and how many months after the opening of the central section.  
That is the point. 
 
Richard Tracey (AM):  I am sorry to keep pursuing this then.  It is part of the core plan for 
Crossrail.  The press and the media did make the point that they had not received the full story.  
Have you got a prediction of when the whole of Crossrail will be open? 
 
Steve Allen (Managing Director of Finance, TfL):  What we do not want to do is have a 
situation where you are trying to open the services in a big bang way.  We want to have 
something that works operationally.  We do not want a Heathrow Terminal 5 where the 
infrastructure is all built but, actually, you have not planned the operations correctly.  There has 
always been a programme for a phased opening of services.  Crossrail came back to us and said 
it would like a longer phased opening of services.  We have said, “Are you sure you really need 
as much time as you say?” 
 
John Biggs (Chairman):  You are sort of saying that even if the money was more forthcoming 
than it is, for technical reasons, it makes sense for it to open in 2018, rather than 2017? 
 
Steve Allen (Managing Director of Finance, TfL):  Yes, it is not a money constraint that is 
driving this; it is a practical… 
 
John Biggs (Chairman):  The other part of that question I suppose is about the Tube and 
whether we are going to see delays in the roll out of improvements to the Tube? 



 

 

 
Richard Tracey (AM):  Exactly.  I think, to be honest, Londoners as a whole want to see the 
Tube upgrade completed as an absolute priority.  Is the CSR and its knock-on effects going to 
have any effect on the timetable of the Tube upgrades? 
 
John Biggs (Chairman):  It might be helpful then that the letter that I think the Mayor has 
shared with us - which he received from the Secretary of State - gives a series of outputs.  It 
says, “We’re going to give you all these billions of pounds and, in return for them, you have got 
to improve the Northern line by 20 something and the Victoria line by 20 something else”.  It is 
a schedule.  One assumes that there are some changes in that from what was previously planned 
under the Public-Private Partnership (PPP) but that is required by the Government in return for 
the money.  That is basically what is happening. 
 
Steve Allen (Managing Director of Finance, TfL):  Again, it is not primarily driven by 
money.  As I said, the Tube upgrades were protected through the Spending Review.  It is really 
driven by the situation that we are in having bought out Tube Lines.  It is specifically focusing 
on the upgrades that Tube Lines were delivering.  It had a sequential programme of delivering 
the Jubilee line upgrade first, then moving on to the Northern line and then moving on to the 
Piccadilly line.  As we all know, the Jubilee line has been significantly delayed and that has a 
consequential knock-on to the following two upgrades.  We do expect to complete the Jubilee 
line upgrade in the course of next year.  We are reviewing the programme for the Northern line 
upgrade and we expect to deliver that by 2014.  Then we are reviewing the programme for the 
Piccadilly line upgrade that follows on thereafter.  It certainly will not be delivered to the 
original PPP contractual deadline of 2014 because it was always going to follow-on from the 
Northern line. 
 
John Biggs (Chairman):  Again, just to summarise, you have a spending announcement from 
the Government over the next four years and that is - I think I read - something like a £2 billion 
cut on what you were going to get over the next four years prior to the CSR -- 
 
Steve Allen (Managing Director of Finance, TfL):  That is correct. 
 
John Biggs (Chairman):  -- but you had certainty over that figure in return for the targets and 
outputs that you had to provide? 
 
Steve Allen (Managing Director of Finance, TfL):  It is not absolute certainty.  The 
transport grant is determined annually by the Secretary of State.  We have previously had a 
long-term-settlement and previous Secretaries of State have annually stuck to that long-term 
settlement.  As a matter of law, the Secretary of State does determine annually the settlement.  
He will, clearly, have regard to the commitment he has already given through the Spending 
Review. 
 
Richard Tracey (AM):  There was just one other question different from the ones I asked 
before.  The fare box is a major part of the whole operation of TfL.  We have heard the 
announcement from the Mayor about the fare increases.  How is the fare box across the board 
in TfL actually holding up and to what extent will it begin to assist, in a greater way, with what 
is going to hit you from the CSR? 
 
Steve Allen (Managing Director of Finance, TfL):  Passenger demand has been quite 
strong and significantly above what we had originally budgeted for this financial year.  What 
happened, as you will recall, in the early part of last summer we had a very sharp reduction, 
particularly in Tube ridership.  We predicted that that would bounce back fairly quickly, which it 



 

 

did, but it has bounced back more strongly than we forecast at the time.  That has a significant 
impact on moderating the practical effects of the cut in Government grant on our budgets in 
total.  So, while we talk about an overall cut by 2014/15 of 21% on the Government grant, in 
terms of TfL’s total revenues in that year, it is about an 8% cut because the grant is less than 
half of our total funding and because the revenues have been performing quite strongly. 
 
Joanne McCartney (AM):  Anne [McMeel], you were planning, before the CSR, on a 25% 
budget reduction over the next four years and you identified, particularly next year, a budget 
gap of £179 million.  How is that looking now?  That seems to be equivalent for the next 
financial year; very much equivalent to what you were planning on.  The danger is, in the 
following year, whether there is that bigger budget cut.  Is that correct? 
 
Anne McMeel (Director of Resources, MPS):  I think the issue for us is that, overall, as I 
said, it is better on the face of it of what we were expecting.  I think the figures you are quoting 
me actually went to the Police Authority a little while ago.  We were getting intelligence before 
the settlement that it might be more like 18% rather than the 25% that we were originally 
working on.  We are looking, at the moment, based on the pressures on growth versus the 
reductions that we would need to make, pretty much of the order that you have quoted there.  
It is £180 million for next year. 
 
Joanne McCartney (AM):  That is the budget gap? 
 
Anne McMeel (Director of Resources, MPS):  Yes. 
 
Joanne McCartney (AM):  Then, the following year, it is an accumulative 13% cut which is 
more than you were anticipating.  Is that right or not?  
 
Anne McMeel (Director of Resources, MPS):  Marginally more because of the front-
loading.  Clearly, it gets easier in years three and four.  I think, as we talked to the Authority 
before, our plan has always been to try to drive down the costs around inanimate objects and 
our business support functions as quickly as possible in order to maximise the flexibility around 
operational capability. 
 
Joanne McCartney (AM):  The other risk you highlighted was the risk of third parties.  For 
example, if you look to TfL and the British Transport Police and local authorities - and local 
authorities were hit a lot harder than the GLA family as a whole I think.  Have you had any 
indications yet about those third party sources of funding? 
 
Anne McMeel (Director of Resources, MPS):  I think when we last talked to the Authority 
we were looking at an initial planning assumption of something like 50% reduction in third party 
income by the end of year three.  On some more modelling we did after that I think it is more 
like 25% over that period, or a little bit more than that.  Some of our income streams look a bit 
more robust than we originally thought.  I do have to put the caveat against all of that that we 
are still looking at what we can or cannot do with partners and discussions are ongoing on that.  
We are still not sure about what will be happening in specific grant areas, which impact on those 
figures. 
 
Joanne McCartney (AM):  That was my other question.  Specific grants to the police total 
approximately £1 billion. 
 
Anne McMeel (Director of Resources, MPS):  That is specific grant and third party income. 
 



 

 

Joanne McCartney (AM):    Are all specific grants under review at the moment or have you 
had any indication that they are being rolled up into the central core grant? 
 
Anne McMeel (Director of Resources, MPS):  There is no indication, at the moment, that 
they are moving into the general grants.  That is one of the things that we are pressing the 
Government to give us some clarity on.  It does not look as though we are really going to find 
out about that until the beginning of December.  We have had some indication that the impact 
on the Olympics grant and the counter-terrorism grant is going to be less than the standard 
20% over the period, so there seems to be some relief on that.  What we are not clear about is 
how that then impacts on the core grant position and what is happening on the other specific 
grants and whether or not they will stay specific or will we have something like what has 
happened with local government: a number of specific grants that are reduced and some of 
them moved into the grant formula. 
 
Joanne McCartney (AM):  Has Government given you any timescale when you will know 
about those specific grants? 
 
Anne McMeel (Director of Resources, MPS):  It needs to give us an indication in the 
beginning of December 2010 when it makes the provisional announcements on grant formula. 
 
John Biggs (Chairman):  To be clear, I was talking to a couple of my London council leaders 
last night and their general expectation is that the specific grants they get, with some 
exceptions, are going to be, effectively, massacred in the spending.  Now maybe they are being 
inflammatory but are you suggesting that police specific grants are going to be somewhat ring-
fenced and protected? 
 
Anne McMeel (Director of Resources, MPS):  I think there is not, necessarily, a consistent 
policy between different Government departments on how specific grants are being dealt with.  
I am a bit out of touch on local government but my understanding was they had about 90 
different grant streams and it has gone down to about 10, and quite a lot of that has gone into 
a general grant formula.  We have had some discussion with Government on this and, certainly, 
the inference that we were getting was that that is not likely to happen to the same scale on 
police grants.  Whether there is some rationalisation we are not sure. 
 
In a sense we have a slightly different position on some of our specific grant because we have 
some specific grant that, although it is termed specific grant, is actually treated more like 
general grant.  The figures that we have been talking about have tried to take on board the fact 
that that part of the specific grant would get the same sort of hit that we were talking about in 
terms of our core funding. 
 
John Biggs (Chairman):  Give us an example of a large specific grant that is treated like 
general grant? 
 
Anne McMeel (Director of Resources, MPS):  The Crime Fighting Fund.  We have got about 
£126 million that is termed as specific grant but is treated more like general grant, so that there 
is not any specific staff attached to that or there is not any specific grant conditions attached to 
it.  It is treated in the same way as our formula grant. 
 
Mike Tuffrey (Deputy Chair):  The Fire position is that you have done a budget already, 
unlike the others, that has put you ahead, on the face of it, for what you need for this year but 
until we have the divvying up by Authority over the national figures we will not know.  I think 



 

 

we will have the next question on savings and I will come back to you on what we are going to 
do this year on savings. 
 
John Biggs (Chairman):  I think when I opened up earlier on, we did signal that, potentially, 
because you have a draft budget which possibly goes beyond the needs of the Government’s 
grant settlement, you might be in a very interesting position this year; you will be offering the 
Mayor more savings than the grant suggests you need to offer.  Is that a fair summary of where 
we might be? 
 
Sue Budden (Acting Director of Resources, LFEPA):  I do not think it is possible to say that 
at the moment.  Yes, it is back-loaded, but we do not know what that means, or what 
redistribution might mean for London either.  So I do not think I could say. 
 
Gareth Bacon (AM):  There has been much talk about percentage savings, inevitably, in 
response to the Mayor’s Budget Guidance and also the CSR.  The temptation when you set 
percentage savings cuts of course is to salami slice your budget and shave bits off here and 
there in order to make it fit the current circumstances.  I think Members around the table are 
quite interested in the longer-term implications of that and where your mindset is really in terms 
of where you are strategically positioning yourselves and how your budgets are going to be put 
together over the longer-term. 
 
I know TfL, in one of its recent press releases, talked about breaking the organisation down 
again and putting it back together so that it would be fit for purpose over the next ten years.  
Collectively, is that an approach that you are all adopting or are we still in the salami slicing 
territory right now?   
 
Steve Allen (Managing Director of Finance, TfL):  We already had, as you know, a 
substantial savings programme that we have got underway, in part in response to some of the 
downturn in revenues that I talked about that we experienced last year.  A lot of the things that 
have been talked about in Government about reducing accommodation costs, better 
procurement, IT (information technology) and those kinds of things are things that we were 
already addressing as part of that savings programme.  We certainly took the view that we 
cannot just ratchet up the targets in our existing savings programme; we need to look rather 
more fundamentally at what the organisation is delivering and how it should be structured and 
resourced to deliver those objectives. 
 
In response to your question, we are absolutely not just doing salami slicing across each budget.   
We are having a thorough review across the organisation of how we organise and how we 
resource ourselves. 
 
Gareth Bacon (AM):  There is an immediate requirement to make savings imposed by the 
Mayor’s Budget Guidance and by the CSR.  I think everyone would accept the need to do a bit 
of shaving here and there in all of your budgets right now.  The question is - not so much for 
you, Steve, because I think you have answered it, but for the other directors who are here - is 
the approach that you are taking for the longer term?  Are you effectively salami slicing for this 
year in order to buy time to put in the strategic approach that Steve is talking about?  Is that 
common across the GLA family or is that something that we are not quite at yet?   
 
Sue Budden (Acting Director of Resources, LFEPA):  If you did see the budget submission 
that we did in September 2010 it was a broad range of savings that we arrived at by setting 
targets by department but not on the understanding that we would then automatically take 
those.  It was so the Board could have an understanding of what the target would mean 



 

 

individually by department.  That does result in some savings because I think it would be fair to 
say that most parts of the organisation could offer up something that would not have a 
significant impact on the plan in this first instance. 
 
Going forward, doing some work around departmental reviews and the way in which we operate 
from a back office perspective.  The Minister for Fire has also set out a range of areas that he 
expects fire authorities to be looking at as they head towards these back-loaded cuts which 
include improved sickness management, pay restraint, shared services and improve 
procurement.  There has recently been a top management review in the Fire Brigade where they 
have put all the third party spend in one place, so there is a new Finance Contractual Services 
Directorate which will be IT, property and fleet.  Everything will be in one place and we are 
looking at that as an opportunity to drive out procurement savings and savings in our third party 
spend. 
 
Yes, we have done a bit of salami slicing in this first year but we are moving towards a more 
departmental review for costs going forward. 
 
Gareth Bacon (AM):  How about the MPS, Anne? 
 
Anne McMeel (Director of Resources, MPS):  I think we had already moved away from 
salami slicing in terms of an approach.  We look at our budget from top down and bottom up 
each year.  We do require business groups to look at local efficiencies but we also have a major 
change programme that has been agreed by the Management Board, looking at issues across 
the service.  We have some major programmes underway, and had already started them, around 
modernising the catering function across the service, the training function across the service, 
the Human Resource (HR) function across the service, finance and resources across the service, 
rationalising our property estate and how we deliver our property services.  We have got a major 
programme around procurement and how we can drive out cost in terms of goods and services 
across the service and, also, particularly big projects around IT and forensics.  All of those were 
projects and programmes that were underway.  To some extent, what we are doing now is to see 
to what extent we can escalate those programmes and pull in savings early on from them. 
 
What we are also looking at is what is going to be the next work strands, if you like, in terms of 
the change programme for the organisation. 
 
From a Management Board viewpoint - and, again, I am sure you will have seen statements from 
the Commissioner on this - we do have to ensure that we have operational stability over the 
next 18 months in terms of the delivery of the security around the Olympics.  The Commissioner 
is very clear and Management Board is engaged, together with the Authority, around what will 
the service look like in 2015/16 and how can it be fit for purpose in terms of the challenges that 
are going to be facing us post-Olympics.  Looking against that is how we can start changes on 
the infrastructure, without damaging operational capability, in the run up to the Olympics to 
ensure that we can move quickly to the new structure that the Commissioner and Management 
Board decide is what is needed post-Olympics. 
 
Gareth Bacon (AM):  Would it be fair to say that, from the Metropolitan Police Service 
perspective then, we are in the foothills of making the strategic changes that need to be made?  
Obviously, with the Olympics honing into view in 18 months’ time, there is almost a certain 
amount of leeway that is guaranteed in terms of retaining operational efficiencies so you are 
using that time to put the strategic thinking in place so that, once the Olympics has gone, you 
can then take things forward then. 
 



 

 

Anne McMeel (Director of Resources, MPS):  I think we are doing the thinking now.  What 
we have put the focus on is the business model and the support functions initially in terms of 
making sure that we have got the right business infrastructure in place and driving out savings 
doing that.  At the same time, starting to look at what the next work phases might be in terms 
of common processes between the operational groups, common processes between the support 
functions, what our management-on costs are across the organisation and what the best 
structure might be post-Olympics; with the aim of driving down costs and delivering better 
services during that period.  I suspect we are slightly higher than the foothills but definitely not 
at the peak. 
 
Gareth Bacon (AM):  Right.  I think that is fair.  When he came to see us, the Mayor’s new 
budget adviser, Nick Griffin [Mayoral Advisor - Budgets and Performance], he thought the 
functional bodies could probably reduce their actual spending by about 20% over the four years 
and felt that that would be the necessary figure given the economic circumstances we are now 
in.  He felt very strongly that salami slicing would not do it and a greater degree of cooperation 
on things like procurement etc, through the functional bodies, would be a way of doing that.  It 
could only be done with those changes but also a strategic change in terms of service delivery 
and focus.  Do you guys agree with that?  Do you think 20% savings across the functional 
bodies is achievable in four years? 
 
Anne McMeel (Director of Resources, MPS):  I would not make an announcement like that 
in terms of the Metropolitan Police Service.  What we are trying to do is drive out savings and 
we are trying to drive out maximum savings.  I think all of the functional bodies would agree 
that we are now doing much more collaborative working than we did four or five years ago in 
terms of taking some of these issues forward.  Certainly, as far as the Metropolitan Police 
Service is concerned, we have already planned in some of those savings going forward.  Whether 
it is 20% or not, I would not like to hazard a guess. 
 
What we are trying to do is make sure that, in terms of our business model, we are delivering the 
most effective service both in terms of collaboration with the rest of the GLA group but also we 
have a particular issue in terms of collaboration with other police forces and, indeed, the Home 
Secretary can mandate us to collaborate with other police forces as opposed to the GLA group, 
despite the fact that some of our synergies are more linked, in some cases, to the GLA group 
than other police forces. 
 
Gareth Bacon (AM):  I can see the sense of that.  For some of the procurement things, 
particularly, it does make sense to synergise with other police forces because, clearly, there will 
be things that you purchase in common, particularly operational equipment etc. 
 
Sue [Budden] and Steve [Allen], how do you feel about the great synergies that can be 
achieved across the GLA group in terms of procurement and various other back office 
functions? 
 
Steve Allen (Managing Director of Finance, TfL):  There clearly are synergies that can be 
achieved - and, indeed, in some cases, are being achieved - in areas of back office support. 
 
You have to bear in mind that a lot of what we are procuring is different from functional body 
to functional body so a lot of the transport things that we are procuring there does not really 
have that much commonality with the rest of the GLA family. 
 
When it comes to things like accommodation and IT and so forth, then there is clearly a very 
strong case for working together and trying to drive out savings collectively.  That work is 



 

 

already underway.  As you know, TfL, for example, is doing procurement on behalf of the GLA 
and providing legal services on behalf of the GLA so quite a lot of this is already in place. 
 
It will not reduce 20% from our total budget because a lot of that is on things that there is not a 
lot of commonality with the rest of the group, but there are some lines in the budget that 
probably would be a realistic target. 
 
Gareth Bacon (AM):  Do all of you feel confident then that the savings required in the short 
term you are on top of?  You are fine with that: that the longer term strategic savings can be 
achieved, having made the changes you need immediately? 
 
I suppose where I am going with this question is that there is a tremendous temptation for 
politicians to look at the reserve levels that each functional body has.  Some are better than 
others.  Obviously for the Police it is only about a 2.7% reserve and 2% is your target reserve.  
LFEPA is sat at 10% on reserves.  Is it envisaged that any use of reserves would be needed in 
the short term to plug gaps, while longer term plans are put in place? 
 
Sue Budden (Acting Director of Resources, LFEPA):  We have not played in plans around 
use of reserves as you could see in our base budget submission that we submitted.  In previous 
years you would be aware that we did use reserves and we were working with the GLA and the 
Mayor on that.  This was to do with the costs coming out of the London Resilience programme. 
 
For 2010/11 we got to our first year in many years where we had a sustainable budget that was 
not based on using reserves to balance it and, at that point, the Mayor wrote and said, “We will 
not be using reserves for 2010/11 and we will wait to see how the Spending Review works out”.  
I think that is where we still are. 
 
John Biggs (Chairman):  LFEPA has a history of coming in under budget which means your 
reserves are never quite used as much as you anticipate.  Is that likely this year? 
 
Sue Budden (Acting Director of Resources, LFEPA):  We are forecasting an underspend for 
the current year and we are not forecasting any reserve use; and that will add to reserves. 
 
John Biggs (Chairman):  I want to ask a more general question.  The reason I am a bit 
frustrated I suppose is, obviously this is a meeting in which our witnesses are finance directors 
and you are never going to get fireworks with finance directors and you are going to give us 
good straight arithmetic answers.  The problem is, if there are 20% cuts - or thereabouts - you 
can do so much by honing your procurement and making efficiencies and sharing services, but I 
think the wider world - and all the newspaper headlines and the Chancellor’s speech - suggest 
that other things will fundamentally have to change.  If 500,000 public sector workers are going 
to lose their jobs then the GLA is not immune from that and so there will be police officers who 
will be down the road, there will be firemen who will be down the road and there will be 
transport services cut as a result of that. 
 
What I am getting at present is a holding answer which says, “We can do all these efficiencies 
and as much as we can possibly achieve through being sharper in what we are doing and 
protecting the frontline but, at this stage, with this year’s budget, there is no fundamental 
statement that there are big frontline service cuts”. 
 
The reason I thought this question was sculptured is it is a bit like you are flying an aeroplane 
and it cannot quite get off the ground so you throw the seats out and you throw the baggage 
out and you perhaps throw some of the passengers out and it still does not get off the ground, 



 

 

so you then have to redesign the aeroplane.  The question is whether the different bits of the 
GLA family need to be redesigned to meet the reduced budgets?  The headline would be, “We 
need 4,000 fewer police officers because of the budget cut”.  Or, “We need to shut half a dozen 
fire stations” or something. 
 
I am not saying that is going to happen but the fag packet calculation would imply that 
something like that will have to happen somewhere along the line and I am not getting that in 
the presentation here today.  Perhaps our individual Members, with their specialisms, can probe 
the questions and we can perhaps tease some of that out.  Perhaps it is never going to happen.  
Perhaps the Mayor has been mollycoddled by the Government grant settlement and everyone 
else is going to have to massacre their staff and the GLA will be immune.  I suspect that is not 
totally the case though.  Richard? 
 
Richard Tracey (AM):  Actually, Chairman, I wanted to follow up one point, particularly with 
Anne McMeel, on the police.  It is this question of the point at which the cuts to the police 
really happen.  Obviously there is the Olympic priority but are we, therefore, expecting a 
completely different Metropolitan Police Service after 2012?  For example, there are quite a few 
rumours running around about the merging of borough commands; there is the suggestion of 
one of my boroughs, Merton, merging with Sutton.  I believe there are others in north London.  
Is this something we are going to see; a completely different Metropolitan Police Service after 
the Olympics? 
 
Anne McMeel (Director of Resources, MPS):  I know, because I was there, that the 
Commissioner gave a very full answer to this issue at the last full Metropolitan Police Authority 
meeting. 
 
The Metropolitan Police Service is very clear that the borough structure is at the heart of how it 
delivers policing in London.  What it will do is look at what boroughs are doing - borough 
councils - and if borough councils are starting to rationalise some of their infrastructure.  Then 
the Metropolitan Police Service would be in discussion with them to see whether or not there is 
something that you could actually look at on that. 
 
Effectively, for the work that is happening in Territorial Policing development at the moment - 
which is the programme I think that you are referring to - the Commissioner has been very clear 
that no decisions will be taken on that until he comes back and talks to the Metropolitan Police 
Authority about the proposals.  He has put a framework statement out to all Borough 
Operational Command Units to make it clear within the framework within which they can discuss 
these issues with borough councils.  We are, at the moment, in discussion with borough councils 
and with local stakeholders about the “art of the possible” with no decision being taken so that 
those views can be brought back and enrich the debate internally and with the Metropolitan 
Police Authority about what might be the structure. 
 
The Commissioner is very clear that the Safer Neighbourhoods model has worked very 
successfully for London and also that the borough-based policing has worked very well for 
London.  Therefore, that has to be an open discussion with the Metropolitan Police Authority 
and with the boroughs about what can or cannot be done on that. 
 
John Biggs (Chairman):  I think that is a very good and solid and accurate answer.  If we go 
back out - push the microscope back out - and look at the big picture, and we have got budget 
cuts coming ahead of us.  You can do all sorts of administrative savings but the headline, if I get 
my slide rule out, I would say the Metropolitan Police Service, at the end of this four year 
budget process, will probably be able to afford something like 4,000 fewer officers than it has at 



 

 

present.  That is if you do a lazy calculation.  You are trying to avoid that and I understand that.  
You have frozen the recruitment of police officers and so the reduction in police officer 
numbers is going to be greater than was planned last year, for example.  Those are facts but 
they are fuzzy at present.  Would you agree? 
 
Anne McMeel (Director of Resources, MPS):  The Commissioner has, throughout this 
process, said that we are facing difficult times and he is sure, at some point in time, that the 
Metropolitan Police Service will shrink over that period.  Now how that shrinkage occurs is 
subject to the detailed plans that we are looking at.  He has also been very clear that, as far as 
possible, he will protect operational capability.  Therefore, we are looking at how we can do that 
within the financial envelope that we have. 
 
We have not got, as yet, the final situation.  As I said earlier on, until early December 2010 we 
will not get any clarity around what the position is on our specific grants and other income 
streams.  Our policy, up until now, has always been that, if those income streams stop, then the 
activity would stop.  If there are posts in terms of officers and staff posts then, if the income 
stream stops - say if there is a partnership borough and that income stream stops - the working 
assumption, up until now, is that we would have a reduction in officers and staff in terms of 
Police Community Support Officers (PCSOs) if that income stopped. 
 
I do not think it would be right, or proper, for me to make any prediction about what the officer 
number change will be over the next four years. 
 
John Biggs (Chairman):  OK.  I understand that.  You have given a very comprehensive 
answer.   
 
Joanne McCartney (AM):  Her Majesty's Inspectorate of Constabulary (HMIC) came out with 
a report quite recently - Denis O’Connor [Her Majesty’s Chief Inspector of Constabulary] was 
the author - saying that 12% budget cuts could be made by not touching police officer numbers 
but anything over 12% would touch police officer numbers.  We already know with the 
recruitment freeze numbers are going to go down.  Are you planning your figures on reduced 
officer numbers for the next four years? 
 
Anne McMeel (Director of Resources, MPS):  We are clearly looking at different proposals 
and the Metropolitan Police Authority has already seen some proposals; like the way we are 
changing our recruitment of police officers, which will change the overall headcount of the 
officer establishment because we would not have the recruits coming through in the same way.  
There are other areas where we are looking at: training, for example, where we are looking at a 
change in the training model that could, potentially, have a reduction in officer numbers.  There 
is a difference in some cases between a reduction in officer numbers and a reduction in 
operational capability.  There are proposals that will come before the Metropolitan Police 
Authority that do look at the changes in our overall establishment to reflect a changing model 
of delivering our business. 
 
Joanne McCartney (AM):  Earlier on, in the opener to Gareth’s question, you said that we do 
not know what the Service will look like post-Olympics.  You are looking at changing 
infrastructure now without damaging the Olympics but after the Olympics you talked about a 
new structure.  I am wondering what you meant by a new structure.  Was it some of the things 
that Richard was talking about?  Is there a debate in the Metropolitan Police Service at the 
moment about a completely new structure post-Olympics? 
 



 

 

Anne McMeel (Director of Resources, MPS):  Probably that is loose wording by me.  The 
Management Board, as you would expect, and indeed as per the question, is having a strategic 
look at what are the demands on it, post-Olympics, and, therefore, whether or not it has the 
right structure and the right functionality and how we might deliver that. 
 
If you are looking at some of the stuff we are doing on finance and resource changes; that is 
looking at centralising some functions.  HR has centralised some functions.  If you look at how 
we change some of those support functions, that might, at the end of the day, have an impact 
on our senior structure within the organisation.  There have been no decisions taken.  We are 
just looking at what are the changes. 
 
We currently, as from January 2011, will have an Assistant Commissioner Olympics and an 
Assistant Commissioner Central Operations, an Assistant Commissioner Specialist Crime 
Directorate, Assistant Commissioner Territorial Policing and an Assistant Commissioner Special 
Operations on all our specialist areas.  We do not know, coming out of the CSR, exactly what 
will be the impact on the Metropolitan Police Service on things like the creation of the National 
Crime Agency.  So there are issues like that that we are looking at that might impact on how we 
look. 
 
John Biggs (Chairman):  These are very technically accurate and proficient replies.  The 
problem I have is - put it this way - we know that the Metropolitan Police Service is facing these 
sizeable budget cuts and we know that that will mean fewer staff and some reductions in 
services.  We respect greatly your professionalism and your desire to bang down costs by cutting 
all those other things that are not external front-line services, but there is a risk in the way you 
are presenting yourself that it presents the Metropolitan Police Service as being an organisation 
almost in denial about the fact that, fundamentally, it needs to change. 
 
Anne McMeel (Director of Resources, MPS):  I can assure you, Chairman, the Metropolitan 
Police Service is not in denial in terms of what it is facing, but it has a very clear strategy of 
trying to do everything that it can, practically, to maintain operational capability.  That is the 
work that we are currently doing and, until we get clarity, hopefully a bit more in 
December 2010, about what the prospect looks like over the next three years, it is difficult for 
me to give you any specific proposals at the moment, particularly since anything that the 
Metropolitan Police Service puts forward is subject to agreement and discussion with the 
Metropolitan Police Authority before it comes forward in terms of the Mayor’s submission. 
 
John Biggs (Chairman):  When would you be able to tell us that then? 
 
Anne McMeel (Director of Resources, MPS):  As I said, the stuff that is coming from 
Government will be in early December 2010.  We will probably not know some of the issues 
beyond that.  This is an evolving process.  We have got to make a submission to the Mayor by 
the middle of November 2010 and that will be done through the Authority. 
 
Joanne McCartney (AM):  The delivery of the Olympics is predicated on existing police 
numbers being there and an increase in PCSOs.  If we have the recruitment freeze on at the 
moment and we have not got them, that seems to me an extra cost that you may have to bear 
because you may have to go to mutual aid if we have not got the officer numbers. 
 
The Commissioner has also said that he does not see any big infrastructure changes until after 
the Olympics.  Of course, after the Olympics, the Metropolitan Police Authority will not be 
there; it will be the directly elected Mayor and Police Commissioner.  Is there an element here 
that you are not taking decisions in the initial two years because you would have to put them to 



 

 

the Metropolitan Police Authority, and you are waiting for after the next Mayoral election, when 
we have a Police Commissioner and where the process will be different for getting any radical 
changes through? 
 
Anne McMeel (Director of Resources, MPS):  As you are aware, our policing plan looks at a 
three year view and, therefore, I would expect, in the early part of the next calendar year, we 
will be trying to produce that policing plan with the Metropolitan Police Authority, which will 
take a three year view of where we think the information that we have at that point in time 
takes us in terms of the financial envelope versus the priorities of both the Metropolitan Police 
Authority and the Metropolitan Police Service. 
 
John Biggs (Chairman):  If we could just move very swiftly back to TfL.  This is the dead 
babies question for TfL.  Crossrail will be a year later and the Tube will happen maybe a little bit 
slower.  Where are the real cuts happening: the £2 billion cuts?  What will stop happening in TfL 
and what are you looking at to achieve that? 
 
Steve Allen (Managing Director of Finance, TfL):  As I already indicated, part of that 
£2 billion is mitigated by the above budget income that we are currently seeing.  Indeed, we had 
already identified some savings above our efficiency plans that are published in the business 
plan, so a significant amount of that mitigates the total budget cut.  There are savings within 
the period from Crossrail.  There is £1 billion of savings within the Spending Review years to be 
shared between us and the Department for Transport as the other sponsor. 
 
Then we are looking at some of the lower priority programmes that are outside the areas that I 
have said are protected - Crossrail and the Tube upgrades - so some of the smaller areas of 
capital expenditure will be cut or deferred and some of the lower priority, or non-protected 
areas of operational spend, will also be cut. 
 
Then, finally, we have talked about this strategic review of TfL structure and I would expect that 
to lead to significant savings over the period. 
 
John Biggs (Chairman):  You are not changing the number of projected bus miles for 
example? 
 
Steve Allen (Managing Director of Finance, TfL):  No.  We are continuing to operate the 
same level of service on all of our operations. 
 
John Biggs (Chairman):  You are not rewriting your business plan?  The one that came out a 
year or so ago? 
 
Steve Allen (Managing Director of Finance, TfL):  We will be producing a new business 
plan that reflects the new Spending Review settlement with the Government. 
 
John Biggs (Chairman):  OK.  So there is the potential then that there might be further 
scaling back on bus miles, for example? 
 
Steve Allen (Managing Director of Finance, TfL):  No.  Our expectation is that we can 
maintain the level of bus mileage within the settlement that we have got. 
 
Richard Tracey (AM):  I was at the press conference the Mayor held when the Commissioner 
also spoke.  There was this talk about the transformational stage and the review of the whole 
structure of TfL which was being conducted.  I seem to recollect the Commissioner said, on 



 

 

20 October 2010, that it would be starting to be put in place in April 2011 or May 2011.  Is 
there any update on that you can give us? 
 
Steve Allen (Managing Director of Finance, TfL):  The work is underway.  It is at a fairly 
high level at the moment.  I do not think there is anything that I could describe in terms of what 
the outputs of that review will be.  I would expect it to be a significant reduction in the non-
operational parts of TfL as a result of that review. 
 
Richard Tracey (AM):  That is the date for it, is it?  Early summer next year? 
 
Steve Allen (Managing Director of Finance, TfL):  I think by the end of this year we will 
start to have some initial conclusions at a high level, ready to start implementation at the 
detailed level at the beginning of the next financial year. 
 
John Biggs (Chairman):  Headcount impacts from that? 
 
Steve Allen (Managing Director of Finance, TfL):  Because it is at that high level we do not 
have an estimate for headcount.  There will be headcount impacts but I could not put a number 
on it at this stage. 
 
John Biggs (Chairman):  Currently there is a dispute because of ticket office staff reductions.  
You might anticipate further efficiency savings in the customer interface - if you want to call it 
that - the front-line? 
 
Steve Allen (Managing Director of Finance, TfL):  Not front-line in terms of station staff or 
drivers.  It is not looking at the direct operational staff in that way; it is looking more at the way 
TfL itself organises itself.  We will need to look for savings within the TfL structure and that 
might have some operational impacts in terms of people in customer contact centres, for 
example, but not in terms of station staff, drivers and so forth. 
 
Mike Tuffrey (Deputy Chair):  Chairman, I suspect you will end up this morning frustrated 
that none of the directors have offered up any dead babies - to use your metaphor.  I was not 
expecting them to.  It seems to me what we are trying to do with this question is establish 
whether the different functional bodies, in their separate ways, are taking on board the severity 
of the situation.  I think, from this side of the table, Members across all parties would say that 
the level of reduction, although different - as we have established - as they are, will not be 
achieved just by back office efficiencies or even cross-functional bodies working and that we 
need to be looking to reengineer the services as TfL is talking about.  What we are trying to 
establish is what the process is for doing that?  I was not expecting anybody to turn up this 
morning and say, “Guess what?  We are going to close half the Safer Neighbourhoods or shut 
half the fire stations”. 
 
Moving on to Fire particularly, because you are in a dangerous position in the sense that the 
first year settlement is not so bad as it might have been, you have gone through a process of 
finding savings; you have had an increase in precept and large reserves sitting there.  There 
would be a danger, would there not, that people can sit through this first year without looking 
for the big savings?  Can you tell us what process is going on to find ways to make 25% savings 
over that four year period? 
 
Sue Budden (Acting Director of Resources, LFEPA):  There is an internal process that the 
Commissioner is chairing: the Strategic Budget Review Group that meets very regularly to look 
at how savings might be achieved as part of a wider plan. 



 

 

 
Our first focus has been 2011/12, inevitably, because we have a duty to set a balanced budget 
by the end of March 2011, so that has been the focus and was obviously the focus of the 
submission that we made in September 2010.  We wait to see what happens in December 2010, 
but our internal process obviously continues, and then we need to have discussions with our 
Authority about how we might put together a wider plan that would take on board what we 
might need to do in future years. 
 
Bearing in mind, as well, the Minister’s statement around this is that back-loading is intended so 
the changes can be made without impacting on the quality and the breadth of services.  That 
remains similarly to Anne’s response in terms of the front-line; that is not where we are looking 
to make savings. 
 
Mike Tuffrey (Deputy Chair):  That is a troubling answer because that is precisely the fear I 
just said.  In other words, because the first year is not so bad we will look for the long-term in 
the long-term, but all the evidence is to make major changes - to re-engineer services - you 
have to plan that several years in advance.  You cannot just do it as part of an annual budgeting 
round.  Fire is in the fortunate position of having a space to be able to invest - maybe increase 
some costs this year - to achieve much bigger longer term savings.  What I heard you just say is, 
“We are getting through this year and then we’ll think about a longer term process”.  It is 
troubling. 
 
Sue Budden (Acting Director of Resources, LFEPA):  We have an internal process that 
looks beyond the 2011/12 but our initial focus has been 2011/12.  The settlement itself is 
predicated on back-loading in the final two years, so, whatever the announcement is in the 
beginning of December 2010, that would still give us a two year period to look into what that 
actually means for us in detail.  I do not feel that we are not prepared. 
 
Mike Tuffrey (Deputy Chair):  We can clearly pursue this elsewhere in terms of the LFEPA 
itself, although I am not on its Finance Committee currently.  Can I just pick up one thing?  You 
talked about front-line.  Do you have a definition of front-line?  One of the things that is 
happening this year is questions about the funding of the Life Youth Engagement project.  Is 
that front-line or is that not front-line? 
 
Sue Budden (Acting Director of Resources, LFEPA):  I think that is quite a difficult 
question to answer very precisely.  When we are talking about headline of front-line for savings 
we are talking about numbers of fire stations, numbers of firefighters, numbers of appliances 
and response times.  The true definition of front-line is not something I can give a precise 
answer to now. 
 
Mike Tuffrey (Deputy Chair):  Except that is the nub of the question isn’t it?  In other words, 
if we could invest in, for example, youth engagements so that the number of fires and incidents 
came down, then we would not need to have the huge infrastructure that we have got with the 
costs associated with it.  If we neglect to invest in things like community investment - which is 
not typically seen as front-line because front-line is, typically, seen as stations and engines and 
personnel - we cannot make those longer term savings.  That is really what I am trying to flush 
out.  Are you thinking profoundly about how to re-engineer the Fire Service or are you just 
hoping to make economies year on year to balance the books? 
 
Sue Budden (Acting Director of Resources, LFEPA):  As I have just said, we have an 
internal process that is looking across-the-piece on these things.  In terms of the community 
engagement, we do run a similar risk that Anne has flagged around where these things are 



 

 

funded through borough contributions.  That is something we need to understand the extent of 
and then see how we can close that gap ourselves.  We are not alive to these issues; they are 
very much part of our planning process. 
 
Mike Tuffrey (Deputy Chair):  I know, as a Member of the Fire Authority, that you are not 
unaware of these issues.  What I do not see is an aggressive active programme to get these 
things sorted out this year - when things are relatively benign - rather than waiting until closer 
to the process.   
 
Roger Evans (AM):  It is a relatively small question but an important one of course, given that 
freezing the precept is a headline policy of the Mayor, certainly for the first couple of years.  
The precept can be redistributed between the various groups that benefit from it.  This is really 
a question for the Metropolitan Police Service and for the Fire Authority and, first of all, I think, 
most importantly for the Metropolitan Police Service.  If the precept contribution needs to be 
changed, in other words a greater proportion of it needs to come over to the Police to protect 
front-line policing, the Mayor has said that he would be prepared to do that.  Is that an option 
that you are considering at the moment? 
 
Anne McMeel (Director of Resources, MPS):  At the moment we are responding to the 
Mayor’s Guidance which is on a precept freeze.  Clearly, there are discussions ongoing at the 
Metropolitan Police Authority about what the impact of that would be, and what the options 
might be in terms of different changes in income streams: one of which is the precept. 
 
Roger Evans (AM):  How are you interpreting that Guidance from the Mayor?  Are you 
interpreting it as a precept freeze to the total precept - in other words the amount Londoners 
pay does not go up - or are you interpreting it as a freeze to the precept element of your 
budget - in other words that element does not go up? 
 
Anne McMeel (Director of Resources, MPS):  The letter of 22 October 2010 actually 
quoted the figure and it is the same amount of precept income that we had in the current year. 
 
Roger Evans (AM):  Could I ask you, Sue, from the Fire Authority’s point of view, if it did 
become necessary to weight more of the precept towards the Police Authority, is that 
something that LFEPA would be prepared for? 
 
Sue Budden (Acting Director of Resources, LFEPA):  I am aware it is an issue but, similarly 
to Anne, the Mayor’s letter of just a couple of weeks ago said exactly the same: that we should 
work on the basis that our share of the precept remains the same and the cash figure remains 
the same for 2011/12.  So that is what we are working with at the moment. 
 
Roger Evans (AM):  You are not planning for a shift in precept like that? 
 
Sue Budden (Acting Director of Resources, LFEPA):  Not planning for that.  No. 
 
Roger Evans (AM):  Can I ask Martin Clarke, as the person who is at the centre of this storm, is 
that an option that is being considered by the Mayor centrally: to move the precept around? 
 
Martin Clarke (Executive Director of Resources):  It will be mentioned.  We have 
mentioned the precept.  These are factors that the Mayor needs to take into account when it 
comes to finalising his budget proposals. 
 



 

 

You will see from the letters to the Police Authority and Fire Authority another part of the 
equation which will have an important bearing is that the Government has confirmed this 
£650 million to be available in each of the four years of the CSR period to incentivise local 
authorities to freeze their council tax for this year.  If the Mayor decides he wants to have an 
overall freeze there is, potentially, a grant there of £23 million.  How that is allocated can, in 
effect, give a different distribution of the precept.  That is a new part of the jigsaw that we will 
take forward. 
 
Roger Evans (AM):  So you can reallocate grant even if you could not reallocate the precept? 
 
Martin Clarke (Executive Director of Resources):  You can reallocate the precept but the 
precept is what comes out the bottom when you take the budget requirement and you apply 
the grant: that is the precept.  It is our understanding that grant, if you freeze the council tax, is 
a payment to the GLA and, therefore, the GLA will bring it into the budget requirement 
calculations. 
 
Roger Evans (AM):  We would like to seek reassurance, I think.  You are clear that that deal 
which is available to local authorities is available to the GLA as well, despite the fact that some 
people might not say we were a local authority? 
 
Martin Clarke (Executive Director of Resources):  Yes.  We have had the letter from the 
Secretary of State and the letter that went to all local authorities explains how it works for local 
authorities and for the unique circumstances in the GLA. 
 
Len Duvall (AM):  Can you clarify?  Did you say for four years or is it for one year? 
 
Martin Clarke (Executive Director of Resources):  It is a one year freeze but if you freeze it 
for 2011/12 what it is saying is the grant is available over the whole Spending Review period as 
payment of that freeze. 
 
Len Duvall (AM):  Is that, on the bottom line, the precept that I receive on my council tax bill, 
or is it about the individual precepts that these functional bodies receive? 
 
Martin Clarke (Executive Director of Resources):  It is calculated on the basis of the police 
precept and the total of the rest. 
 
Len Duvall (AM):  So Police is separate? 
 
Martin Clarke (Executive Director of Resources):  In calculation, but we expect it to come 
as one grant. 
 
Len Duvall (AM):   I just wanted to clarify something else.  Last year there was a shift of 
precept away from Police to Fire.  I presume it was for a reason and this Committee realised 
that.  That option is still available for the Mayor then - just for the record - that he can shift 
that away from Fire and back to policing if he so desires?  There is an element of the policing 
precept that was shifted to Fire for, I presume, investment in something? 
 
Gareth Bacon (AM):  On that point, was it because the grant went up for the police?  I believe 
it did, didn’t it?  The difference in the precept and spending was covered by the increase in 
grant which allowed the precept to be moved to fire.  Is that correct? 
 



 

 

Martin Clarke (Executive Director of Resources):  If you look at the history right from 2000 
there has never been a fixed allocation.  It has changed each year, reflecting grant movements 
etc. 
 
Len Duvall (AM):  Just clarifying from last year, it was shifted away from the Police to Fire, 
and it could be shifted.  I think Roger was trying to ask that question about planning.  The 
Mayor has an option to shift back, if he so chooses - because grant will change - that element 
of the precept that was shifted to Fire back to the Police Authority? 
 
Martin Clarke (Executive Director of Resources):  Subject to Assembly decisions, the 
Mayor can propose different increases in budget requirements and the precept change just 
flows from that.  It is part of the decision that the Mayor takes, with the Assembly, in 
February 2011. 
 
Len Duvall (AM):  Sorry to be pedantic.  In scenario planning then, Roger’s question to the 
Fire Authority, is it reasonable not to expect any of the functional bodies to take that into 
account then in some of their planning; what could happen or not, despite receiving a letter 
from the Mayor?  Do you think it is wise for them not to have in the back of their minds that 
the Mayor - as we can see in the tidying up issues - may have to shift or take decisions on that?  
Should they not be thinking like that? 
 
Martin Clarke (Executive Director of Resources):  The letter went out on 22 October 2010.  
It was based on the information that was known at that time.  It identified the unknown of what 
the final settlement is.  The unknown then would be eligible to the grant scheme.  As that gets 
cleared we will have continual dialogue to help organisations respond to -- 
 
Len Duvall (AM):  It is just for clarity then.  In answer to Roger’s question, the Mayor has not 
closed that door?  The answer to the question sounded like some of the functional bodies 
believe the Mayor has closed that door.  You are clarifying that the Mayor has not closed that 
door and he still has that option, in answer to Roger’s question.  I think it is important for us to 
know for when we come to make our comments on how people are preparing for this. 
 
John Biggs (Chairman):  Item five on our agenda, as its appendix, has three letters, one to the 
police, one to the Fire and one to TfL.  The one to TfL is fairly clear that it should assume it is 
going to get £12 million precept, as it has had for the last 3,000 years - I exaggerate slightly.  
The one for Police and Fire maintains and intended ambiguity about how much they are going 
to get so the Mayor is keeping his options open on the amount of precept they will receive. 
 
Martin Clarke (Executive Director of Resources):  Principally, not coming at it from a 
“setting the precept” perspective, there will be no advice on what the balance should be but the 
advice, which has been taken on board by the Mayor, is you cannot take a decision on that 
because we do not know how the incentivisation scheme is going to work, and we do not know 
what the grant settlement is.  It is giving straight advice.  He is not in a position to take that 
decision, even if he wanted to do it.  Therefore, as a sensible working assumption, the guide is, 
“Assume no change”.  As I said, a mechanism if the Mayor wanted to take change would be 
through the allocation of that grant, rather than moving backwards and forwards between 
functional bodies. 
 
Joanne McCartney (AM):  If the Mayor sticks to a 0% precept, we believe we will get a 
£23 million bonus to the GLA.  Did you say that that money is to be allocated to the next four 
years, as opposed to the next financial year? 
 



 

 

Martin Clarke (Executive Director of Resources):  No.  That grant should be paid in each of 
the following four years.  It is £23 million each year. 
 
Joanne McCartney (AM):  Every year? 
 
Martin Clarke (Executive Director of Resources):  The amount depends on what the tax 
base is.  It will vary.  The reward is available for each of the four years. 
 
Joanne McCartney (AM):  Year two he does not have to keep to a 0% to get it, or he still has 
to keep to a 0%? 
 
Martin Clarke (Executive Director of Resources):  No.  In a way it is like compensation 
from the precept foregone in 2011/12 if you do not increase over the four year period. 
 
John Biggs (Chairman):  You are rewarded for each of the next four years on the assumption 
that you might have had a 2.5% increase? 
 
Martin Clarke (Executive Director of Resources):  Correct. 
 
John Biggs (Chairman):  It is interesting.  Someone described it as taking away all your kid’s 
pocket money and then giving them 5p back again.  That is me being cynical; a tad cynical. 
 
There are a couple more questions on the precept in my mind.  One is that, you are the Director 
of Resources for the GLA but you work with all of the functional bodies and you have to have a 
strategy.  You may have individual year-on-year tactics to deal with cash flow problems or 
unforeseen circumstances but you have to have a longer term strategy for the precept and how 
you are going to allocate it.  Presumably you are thinking further about that? 
 
The second question, which I want to hear you answer, is that we received notice about the 
LDA’s grant disappearing.  There are various functions from the LDA which will move into City 
Hall.  It did cross my mind that this £23 million additional precept might have other calls on it in 
the core GLA for functions which were previously carried out by the LDA which, in future, will 
not be funded.  Is that a thought that is being considered? 
 
Martin Clarke (Executive Director of Resources):  I think there are several sources of 
resource that will have more than one call on it.  If the incentivisation grant is truly general I can 
see that.  From 2013/14 the Government has been talking about the business bonus increase 
which could, depending on how it is implemented, be in the order of £40 million or £50 million a 
year.  There are lots of calls.  Therefore, at this stage, it is not really a strategy.  The strategy is 
to keep all options open until the best decision can be taken, when we know what our best view 
of the future outlook is. 
 
John Biggs (Chairman):  I suppose the high level question then is we are going to be asking 
you about the core GLA at a future meeting but, within City Hall, leaving aside the fire, police 
and transport authorities, there are other demands then which might be satisfied by having a 
further call on the precept?  Maybe the Mayor’s annual fireworks display, for example.  That is 
traditionally funded by the LDA but will not have any funds in future. 
 
Martin Clarke (Executive Director of Resources):  The Mayor will be consulting the 
Assembly, via this Committee, at your meeting on 24 November 2010. 
 



 

 

Darren Johnson (AM):  This is on spending priorities.  To each of the functional bodies: what 
discussions have you had with the Mayor regarding priorities for spending and the specific areas 
that he said that he wants protected? 
 
Steve Allen (Managing Director of Finance, TfL):  Obviously, from the negotiations with 
the Spending Review, his priorities are to continue to invest in Crossrail, the Tube upgrades, 
maintaining levels of service on all our operational networks - the Tube, the buses, overground 
rail and everything else - continuing with a consistent fares policy and maintaining the level of 
concessionary fares.  Those are pretty much the priorities he has set out. 
 
Darren Johnson (AM):  What are the implications then for the spending that is unprotected at 
TfL?  Presumably, whether it is road safety, accessibility, travel information or whatever there is 
going to have to be much much bigger savings there? 
 
Steve Allen (Managing Director of Finance, TfL):  Yes.  The implication is that areas that 
are not protected we will have to look for savings. 
 
Darren Johnson (AM):  They could be devastating couldn’t they, given the balance between 
the protected and the non-protected? 
 
Steve Allen (Managing Director of Finance, TfL):  We will need to look for significant 
savings.  I do not think they will be out of proportion to the cut to our non-protected grant - as 
it were.  It will not be out of proportion to the 28% cut that we have said to the unprotected 
areas of expenditure. 
 
Darren Johnson (AM):  When will we get a clear indication of the level of spending for the 
unprotected areas? 
 
Steve Allen (Managing Director of Finance, TfL):  Clearly, we will respond to the Mayor’s 
request for the budget for 2011/12 in the timetable required.  In terms of the full business plan, 
I think that is going to be in the first quarter of the next calendar year. 
 
Darren Johnson (AM):  Can I just ask, while we are still on transport, about buses as well?  
The bus mileage has been listed as one of the protected areas, I believe, yet the bus service 
operators’ grant has been cut by 20%.  What are the implications there? 
 
Steve Allen (Managing Director of Finance, TfL):  That is not paid to TfL; it is paid to the 
bus operators.  We would not expect there to be an initial impact on TfL’s budget at all because 
it does not flow through to us.  Clearly, it will have an impact on contract prices. 
 
Darren Johnson (AM):  Absolutely, that is what I am getting at. 
 
Steve Allen (Managing Director of Finance, TfL):  The bus market in London is very 
competitive, so we would look to the bus operators to absorb at least some of that reduction in 
their funding. 
 
Darren Johnson (AM):  We could be looking at an increase in the price of contracts as a result 
of this? 
 
Steve Allen (Managing Director of Finance, TfL):  You would expect it, other things being 
equal, to lead through into higher contract prices.  
 



 

 

Darren Johnson (AM):  Moving on then to LFEPA.  What discussions has LFEPA had with the 
Mayor on priorities and protected areas? 
 
Sue Budden (Acting Director of Resources, LFEPA):  The Budget Guidance does not set 
out specific priorities for Fire.  Our budget proposals that we put up in September 2010 work 
within the context of our existing London Safety Plan, so do not advocate any changes there.  
Then the letter that we have subsequently had acknowledges the ongoing uncertainty and just 
asks us whether we need to revisit our business plan.  Beyond that, I have not had any specific 
discussions. 
 
Darren Johnson (AM):  Moving on to the Metropolitan Police Service and Metropolitan Police 
Authority? 
 
Anne McMeel (Director of Resources, MPS):  The Mayor’s priorities have been set out in 
his guidance.  The Commissioner’s priorities remain very much safety, confidence, providing 
value for money and delivering a safe and secure Olympics.  This very much mirrors the strategic 
framework set by the MPA, in terms of Met Forward, and aligns with the Mayor’s priorities.  So 
very much, going back to what I said earlier, in terms of trying to maintain our operational 
capability. 
 
Darren Johnson (AM):  The Mayor says he is increasingly confident that front-line policing 
can be maintained.  What does that mean for officer numbers? 
 
Anne McMeel (Director of Resources, MPS):  As I said earlier on, we cannot determine at 
the moment, until we get more clarity around the finances, what would be the impact on officer 
numbers.  At the moment, as I have said earlier on, we are trying very much to maintain 
operational capability and, where we are looking very particularly in terms of officer numbers, as 
a first look within our budget, it is very much on those areas that do not impact on front-line 
services and operational capability.  Whether that can be maintained as we go forward is not 
clear at the moment. 
 
As I said earlier on, a number of our activities are supported by specific grant and specific 
income streams and our policy, until now, has always been that if that funding stream stops 
then the activity would stop in terms of us trying to drive down those costs. 
 
Darren Johnson (AM):  In terms of Safer Neighbourhoods specifically, what conversations or 
directions have you had from the Mayor? 
 
Anne McMeel (Director of Resources, MPS):  I personally have not had any conversations 
with the Mayor on it.  The Commissioner has very much said that he sees Safer Neighbourhoods 
as the bedrock of our policing function within London and that it has worked well for London in 
terms of community engagement, reassurance and delivering a better performance across the 
capital.  He is very keen on maintaining that functionality. 
 
Joanne McCartney (AM):  I had two questions.  One for transport: one of your budgets that I 
believe will be cut is your money that you give to local authorities.  Have you any idea about 
how much you are cutting in the Local Implementation Plans (LIPs) funding? 
 
Steve Allen (Managing Director of Finance, TfL):  We would expect that to be in 
proportion with the cut to our non-protected lines of expenditure. 
 
Joanne McCartney (AM):  Which is around? 



 

 

 
Steve Allen (Managing Director of Finance, TfL):  28%: by the fourth year of the period.  It 
is a very back-ended profile for transport. 
 
Joanne McCartney (AM):  That is road maintenance on roads, road safety and cycling 
schemes that the boroughs deliver themselves?  28%? 
 
Steve Allen (Managing Director of Finance, TfL):  It goes to a number of borough 
programmes that they deliver on their road network, principally.  A number of particular focus 
schemes. 
 
Joanne McCartney (AM):  Presumably some of those schemes will deliver the Mayor’s 
priorities as well? 
 
Steve Allen (Managing Director of Finance, TfL):  Yes. 
 
Joanne McCartney (AM):  OK.  So there is not a conflict there? 
 
Steve Allen (Managing Director of Finance, TfL):  Clearly, this level of cut, as was 
discussed earlier, is going to have some impact on some of the Mayor’s priorities for transport.  
In choosing to protect certain areas there will be an impact on other areas.  On some of the road 
areas, both TfL’s own network and the funding that we provide to the boroughs, there will be 
an impact on the ability to continue development of small schemes and so forth. 
 
John Biggs (Chairman):  If I was looking for a garish headline - which, of course, I never am - 
the Mayor in his press conference signalled that he wanted to give priority to his cycle schemes, 
for example, so cycle highways and the cycle hire scheme, phase two, which is - I will get myself 
into trouble here - a bit of a bourgeois frippery in my view.  The unprotected areas include 
mending potholes on the roads, for example.  The Mayor has a very clear priority which is about 
the cycle scheme.  I like bicycles.  The quality of London’s roads and the potholes in them and 
the risk of accidents and damage to vehicles will increase if the maintenance budgets on those 
are reduced.  Every year we talk about budget cuts on highway maintenance and that seems like 
a pretty glaring example. 
 
Steve Allen (Managing Director of Finance, TfL):  The network that TfL is directly 
responsible for is at a high level of quality.  Certainly compared to roads -- 
 
John Biggs (Chairman):  So you are going to protect your own roads but not other people’s 
roads? 
 
Steve Allen (Managing Director of Finance, TfL):  No.  We are working with boroughs 
across London on more efficient procurement of highways maintenance work.  We have a 
relatively new set of contracts that have driven out efficiencies.  We are looking to share that 
experience with the boroughs so, effectively, get the same level of delivery for a lower level of 
expenditure. 
 
Joanne McCartney (AM):  My other question was for Anne.  I think you said, in response to 
Darren, that, if there is an area which is linked to a specific grant and that grant goes, the 
Metropolitan Police Service will stop doing the work.  The Commissioner has talked about the 
Police Service in the past having plugged gaps that it is not going to be able to plug anymore.  I 
think it links to Mike’s issue about loss of prevention work.  My concern with both those issues 
is one of the Mayor’s priorities is around youth violence and youth crime and a lot of those 



 

 

preventative schemes are linked to specific grants.  In a sense, the Police has plugged gaps that 
it traditionally perhaps did not do. 
 
The LDA we know is going to lose money where a lot of those youth development programmes 
come from.  Is that a concern and is that something you are taking into account when delivering 
budgets?  Are you looking at the long-term planning and the long-term cost that arises from, 
for example, youth violence, as opposed to the initial outlay in preventative schemes? 
 
Anne McMeel (Director of Resources, MPS):  I think what I said was our policy to now was, 
if a specific grant or an income stream went, the presumption was that we would reduce down 
cost to match that withdrawal of income.  That is still our planning assumption.  That will not 
stop us trying to work with partners on how we can take forward some of these issues. 
 
As the Commissioner said, we are, by our nature, in the reaction part of the spectrum in terms of 
dealing with some of these things.  We do recognise the benefit of some of the preventative 
work and we would look at ways of dealing with those with partners but this cannot all move 
into the Metropolitan Police Service doing it because we have to ensure that we are delivering 
what we can within the resources that we have available to us. 
 
Looking at what the demands are on the Metropolitan Police Service, the Metropolitan Police 
Service has never been a totally reactive force; it has always looked at how it can deal with some 
of the preventative work as well within its own resources. 
 
Joanne McCartney (AM):  So what positive action is taking place around this, for example?  
Are you actively talking at the moment to partners or is it something you say you will do but 
only if someone approaches you? 
 
Anne McMeel (Director of Resources, MPS):  I have no doubt that colleagues in all these 
specialist areas are talking to and working with various partners; not just the ones where income 
streams are attached to the function, and we will continue to do that. 
 
In terms of the discussion earlier on around where we think we will be in 2014/15, part of it is 
looking at what is the landscape and who do we need to be working with to deliver the 
functions that we would need to deliver over that period.  The Metropolitan Police Service has 
never totally worked on its own.  It will not work on its own.  It will work with those partners. 
 
In terms of where we are at on the CSR, this is an evolving story and we have to adapt as we get 
more information around what the financial envelopes will be over the next four years. 
 
Joanne McCartney (AM):  Martin, are you expecting to have a greater role in pulling together 
some of these schemes of working for the Mayoral priorities around youth and youth crime, for 
example?  Is anything going to be done at the GLA to ensure that partners are talking and are 
delivering those priorities? 
 
Martin Clarke (Executive Director of Resources):  To be honest, I am not party to the 
Mayor’s decisions on how he is going to have to trim or change his priorities.  My role at the 
moment is to give him as much clarity as I can on the financial options that are open to him.  As 
has been said with many of the answers, we are at least a month or five to six weeks away from 
getting sufficient clarity for the Mayor to shape his budget proposals he is going to bring 
forward in the middle of February 2011.  The Spending Review decision was two weeks ago and 
every other day more information is coming out, but the long-term settlements for Fire, for the 
GLA and for Police are not going to be known until December 2010.  The GLA grant itself is a 



 

 

direct negotiation with Government and that is only really going to start next week.  I think that 
an awful lot of ground will be covered over the next month.  I am trying to manage an 
expectation but we cannot give you that clarity now.  My role though is to ensure that the 
Mayor is in the position to take those decisions as quickly as he can. 
 
Richard Tracey (AM):  I wanted to pursue slightly more this area of what is protected and 
what is not protected in TfL.  The Chairman has quite rightly raised the point about road 
maintenance.  If you are seeking to protect cycling in its various forms then road maintenance 
of the route network is terribly important.  It is one of the big areas of criticism.  Equally, one of 
the big areas of criticism is that you do not involve the boroughs sufficiently in helping to 
maintain those roads that you are responsible for.  Surely this is a very short sighted saving isn’t 
it?  An area of specific saving. 
 
Steve Allen (Managing Director of Finance, TfL):  We do not believe that the savings that 
we would look to make from maintenance of our own roads will lead to any reduction in the 
quality of those roads.  It is savings that are coming through more efficient contracting for 
those works. 
 
I am not sure what your specific question around involving the boroughs in that work would be.  
We have contracts across areas of London which have delivered significant savings.  I think if 
you were to fragment that by borough my concern would be that that would lead to cost 
increases rather than more efficient spending. 
 
John Biggs (Chairman):  The headline is that these unprotected areas are having a 28% cut 
over the period, which is quite a large sum. 
 
Steve Allen (Managing Director of Finance, TfL):  Yes. 
 
John Biggs (Chairman):  It is not just efficiencies, we would assume.  Perhaps they are 
monstrously inefficient but it does not seem likely. 
 
Steve Allen (Managing Director of Finance, TfL):  It will not necessarily be a 28% line by 
line cut.  Again, we will look at how that funding is allocated. 
 
John Biggs (Chairman):  Some will be higher than 28%? 
 
Steve Allen (Managing Director of Finance, TfL):  We will be cutting some lower priority 
capital expenditure.  We will be cutting some lower priority operating expenditure more 
significantly than that.  Some schemes will just be cut entirely. 
 
John Biggs (Chairman):  When will you be able to provide us with a schedule of what those 
will be? 
 
Steve Allen (Managing Director of Finance, TfL):  That will come with the business plan 
that we expect to publish in the first quarter of next year. 
 
John Biggs (Chairman):  So after the budget has been agreed? 
 
Steve Allen (Managing Director of Finance, TfL):  I am not sure exactly how it will fit in 
with that timing but it may well be, yes. 
 



 

 

Richard Tracey (AM):  I just feel that you really do not accept the criticism that we hear from 
our constituents and we hear from our borough councillors about the seeming lack of delivery 
on the TfL route network when it comes down to route maintenance.  The councillors talk to 
their officers about particular maintenance points.  It is very difficult for us ever to get through 
to make sure that the main route network is maintained.  If you are talking about savings it will 
be even more difficult. 
 
Steve Allen (Managing Director of Finance, TfL):  I think in terms of questions about 
operational delivery of road maintenance they are probably not areas that I can respond to in 
detail. 
 
John Biggs (Chairman):  You are the money man but, nevertheless, you will be driven by 
performance indicators will you not? 
 
Steve Allen (Managing Director of Finance, TfL):  Sure.  TfL’s network is better maintained 
certainly than any of the boroughs in London and than the road network generally across the 
country. 
 
Len Duvall (AM):  When you talk about TfL we are talking about red routes are we? 
 
Steve Allen (Managing Director of Finance, TfL):  I am talking about the strategic road 
network, for which TfL is directly responsible.  Yes. 
 
Len Duvall (AM):  My colleague was asking questions about the impacts on TfL in terms of its 
planning and what it is going to do.  A lot of your buses use borough roads.  They do not 
distinguish between red routes.  The impact of going down some of those residential streets 
means there is wear and tear on the highways.  What is TfL doing in planning the cuts?  You are 
doing it for TfL; I am quite confident you can do it for red routes.  I get that feeling that you are 
on top of that. 
 
Should you not work in partnership with the boroughs about how they are managing that issue?  
It is their roads; presumably their choice.  It is your money.  You give it to them.  You are cutting 
it.  They are not going to be spending it on the roads that you might want to see maintained. 
 
Steve Allen (Managing Director of Finance, TfL):  I do not think we principally fund 
routine maintenance of the borough road network.  I think that is funded through the 
borough’s own funding.  The funding that we give to the boroughs goes to local road 
improvement schemes and safety schemes. 
 
Len Duvall (AM):  Some of those surfaces that they have been using, that they combine with 
the Government grant that they get that is being cut, with your grant, are used together aren’t 
they on some of those roads? 
 
Steve Allen (Managing Director of Finance, TfL):  Yes, I am just making the point that we 
do not directly fund routine maintenance of the borough road network. 
 
We are working with the boroughs on better procurement of road maintenance across-the-piece 
and joint procurement using some of the contracts that we have had which have generated 
significant efficiencies in the maintenance that we undertake directly on our roads; letting them 
have the advantage of that to get better procurement of the maintenance on their local roads.  
We are doing exactly what you suggest in terms of much more joint working with the boroughs 
on maintenance of the whole road network. 



 

 

 
Darren Johnson (AM):  Just a quick question following up on some of the discussion on 
cycling.  All the Mayor’s cycling work now outside of the flagship projects on the super 
highways and the cycle hire are coming from LIPs funding aren’t they now? 
 
Steve Allen (Managing Director of Finance, TfL):  There are specific cycling budgets 
outside the LIPs funding as well. 
 
Darren Johnson (AM):  Will there be any additional money for cycling in outer London that is 
additional to the LIPs funding or the funding on the cycle superhighway? 
 
Steve Allen (Managing Director of Finance, TfL):  I am not sure I can answer that in detail 
at this stage.  There is a TfL cycling budget, there is money that we give to the boroughs 
through LIPs and then there is specific funding of the cycle hire scheme and the cycle super 
highways.  The Mayor has said he will prioritise cycle hire and cycle superhighways.  The other 
areas we will have to look for savings. 
 
Darren Johnson (AM):  But there will still be a budget for cycling that is additional to LIPs 
and the flagship projects? 
 
Steve Allen (Managing Director of Finance, TfL):  Yes, I do not think it will disappear 
entirely. 
 
Andrew Boff (AM):  Can I ask from each of the functional bodies what their own particular 
challenges are with regard to the barriers there might be to realising savings for not just next 
year but beyond as well?  I am thinking particularly, for example, of the Metropolitan Police 
Service.  You cannot make a police officer redundant.  Therefore, that is going to be one of the 
barriers that you are going to have to realising any kind of savings that you might have to do in 
the future.  I was wondering, from each functional body, what your own particular challenges 
are? 
 
Steve Allen (Managing Director of Finance, TfL):  I suppose the first point is that we have 
already got a substantial savings programme that we are partway through, so we are trying to 
find savings on top of having already identified some of the more obvious areas that have been 
talked about across Government as a whole.  Clearly, we do need to work with our staff and 
consult staff and trade unions on any savings that have impacts on jobs or on any other aspect 
of their work.  That certainly has timing impacts for how quickly you are able to implement any 
of those savings.  Those are probably the key things for TfL. 
 
Andrew Boff (AM):  Forgive me, but consultation is going to be pretty much the same 
amongst all functional bodies should there be a need for staffing reductions.  The consultation 
will have to take place anyway.  I wondered if there was anything particular to your functional 
bodies. 
 
One of the things perhaps you could address is whether or not you are putting a lot of faith in 
the plans that Nicholas Griffin has come up with, or his objective of shared services amongst the 
different functional bodies?  If that does materialise that might be a problem for you.  There are 
certain parts of your savings over which you do not have direct control, I am assuming, and, if 
they fall down, that is going to be a problem for you isn’t it - what other people are doing? 
 
Steve Allen (Managing Director of Finance, TfL):  We have not predicated anything in our 
savings plans on savings from delivery of working with the other functional bodies.  We have, as 



 

 

you know, large savings targets already in those areas of joint working so those would be more 
means of delivering savings that we have already got planned.  I do not think there is a specific 
risk to us from that particular programme. 
 
Sue Budden (Acting Director of Resources, LFEPA):  Similarly, we are at a consultation 
point but I take your point; that is a generic thing.  One of the risks that we may face that links 
in with the back-loading is what the inflation interest rate position is two years out and knowing 
how that might impact on whatever our savings target is at that point. 
 
In respect of shared services, the ones that we would be part of, we would be in at the 
discussion from the beginning; so we would be trying to shape it to make sure that it was 
achievable as part of our plan.  There could be issues around specific savings at the smaller end 
of things.  For example, one of the savings there is in the budget that we have already put up in 
September 2010 is around what we expect the level of the Audit Commission fee to be going 
forward now it has changed what its regime is.  That is not in our gift.  There will be ideas like 
that that we have that we need to make sure we see through. 
 
Andrew Boff (AM):  Would you need to build in some kind of contingency for the possibility 
of not realising some of your savings? 
 
Sue Budden (Acting Director of Resources, LFEPA):  I would prefer not to work that way 
because it just builds in more uncertainty.  What we are trying to do, as part of the process, is 
have a wider list of savings options so you could pull something more concrete forward if 
something else did not work. 
 
Anne McMeel (Director of Resources, MPS):  I think some of this is a similar story.  We also 
have some large savings already built into our budgets going forward; this is building on.  You 
also mentioned the fact that, if we are losing police officers, you cannot make them redundant.  
That is partly reflected in our planning strategy of trying to move some of these other things 
first because, clearly, the Home Office has commissioned an independent review into terms and 
conditions.  That will not come to fruition over the first couple of years of this planning cycle. 
 
We have got issues around cultural change in terms of some of the ways that we are trying to 
change how the business delivers.  We have also got unknowns in the second part of the 
planning period.  As I mentioned earlier, the Home Office is looking to create a national crime 
agency.  As has also been mentioned, there is going to be a different model of governance in 
terms of the Police Authority.  We have also got issues around the National Police Improvement 
Agency being one of the quangos to be abolished but, clearly, that has functions that will have 
to be placed and will have to be paid for.  It is how some of these unknowns are going to move 
into cost demands on us.  We have got a lot of inter-dependency between some of the 
programmes that we are taking forward. 
 
Within that context, and picking up what Sue said, we are also looking at having fairly ambitious 
targets but having some sort of resilience underneath it in terms of potential non-delivery.  We 
are trying to work that into our planning assumptions. 
 
Andrew Boff (AM):  Effectively both LFEPA and the Metropolitan Police Service would have a 
Plan B savings that you may have to resort to should you not realise your Plan A savings?  Is 
that how you look at it? 
 
Anne McMeel (Director of Resources, MPS):  I would not call them Plan B because we will 
be going ahead with all of them, but we will recognise that the speed of delivery might not be 



 

 

as quick as we would want.  If, as a business, we are saying that some of these things ought to 
be happening anyway, then we will be taking them forward and we will take them forward as 
quickly as possible.  I think that we need to recognise that, particularly for an organisation the 
size of the Metropolitan Police Service - and a comment that the Chairman was making earlier 
on - it can take one or two years to lead in and start getting implementation on some of these 
issues. 
 
We are looking at what we are saying as a business we need to do to take it forward, but 
recognising that some of that might not deliver quite as quickly as the predictions of colleagues 
within the service who are putting forward the proposals.  There has been quite a challenge 
around some of the figures to ensure as much realism as possible in the figures going forward. 
 
Equally, we are making assumptions about things like pay awards over the next two years and 
some of those areas.  Whilst the planning assumption is for the next two years that there will be 
no pay award increases following the end of this current pay round.  That will be subject to 
negotiation with the workforce and if that does not come out as planned, clearly, we would 
have to have something about how we manage that going forward. 
 
Mike Tuffrey (Deputy Chair):  Can I come in specifically on that point?  I was going to say 
that nobody had actually mentioned pay and I see you mentioned inflation.  Can we be clear of 
the position?  TfL has a retail price index (RPI) plus 5% agreement? 
 
Steve Allen (Managing Director of Finance, TfL):  Plus a half. 
 
Mike Tuffrey (Deputy Chair):  Plus 0.5%.  Sorry.  That is still not a pay freeze.  The 
Chancellor announced over the summer that it was looking for a public sector pay freeze for 
everybody over £21,000.  If you have a standing agreement already for RPI plus 0.5%, that is 
still, with RPI going up, quite a big increase.  Fire, what is the position in terms of the pay 
situation? 
 
Sue Budden (Acting Director of Resources, LFEPA):  The stated position is a pay freeze 
across all groups, both for this year and for next year. 
 
Mike Tuffrey (Deputy Chair):  Right.  So the pay freeze is there in Fire.  In terms of police, 
what is your current position? 
 
Anne McMeel (Director of Resources, MPS):  The current year is the last year of a three 
year agreement.  The Commissioner has been clear that we will honour that and it has been 
honoured.  There is a part impact of that into next year, but then the assumption is a pay freeze 
on all groups for the next two years. 
 
Steve Allen (Managing Director of Finance, TfL):  Just to clarify the TfL position.  The 
London Underground staff are in the second year of a two year deal, so a new pay settlement 
will be needed from the next financial year.  For the rest of TfL staff it is the second year of a 
three year deal, so it is one more year to run: the next financial year. 
 
Mike Tuffrey (Deputy Chair):  At this RPI plus 0.5%.  So that, with RPI going up, is really 
quite significant.  Whereas, in the other areas, essentially a pay freeze makes a very big 
difference because the sort of cuts we have been talking about which have had inflation 
estimates built in.  That is a significant factor.  If the planning assumption is for a pay freeze 
across the board, once these agreements run out, that makes quite a big difference does it not, 
in terms of the proportions of your budgets that are pay related? 



 

 

 
Anne McMeel (Director of Resources, MPS):  As you are aware, our budget, about 80% of 
it is pay related.  We have been working on the cash reduction that we have in terms of grant 
and on the expectation that there will be a pay freeze over the next two years. 
 
Mike Tuffrey (Deputy Chair):  So in terms of this conclusion bit, in terms of the risks going 
forward, if a pay freeze does go forward once agreements have expired, then that is quite a big 
contribution to the overall picture it seems to me.  That is a key issue to look out for; what is 
agreed on pay rates. 
 
Joanne McCartney (AM):  Anne, you said police officers cannot be made redundant.  We 
have a recruitment freeze on at the moment so officer numbers are going down.  Are you 
anticipating that the recruitment freeze will continue for the next one to two years?  
 
Anne McMeel (Director of Resources, MPS):  In order to deliver as much flexibility as 
possible in terms of going forward, a temporary pause has been placed on the recruitment of 
police officers.  That does mean that the numbers will be less than our establishment at the end 
of this year.  Until we can see the detail in December 2010 about where we think the settlement 
is going to go, and, indeed, the Mayor’s final budget decisions, it is virtually impossible for me 
to make any comment about how long that freeze is going to go on for. 
 
John Biggs (Chairman):  Are any of your organisations actively seeking redundancies at 
present? 
 
Steve Allen (Managing Director of Finance, TfL):  We have the programmes that you know 
about both on Tube operational staff, non-operational, and non-operational staff. 
 
John Biggs (Chairman):  Fire? 
 
Sue Budden (Acting Director of Resources, LFEPA):  The budget submission that we made 
in September 2010 included a number of posts that would be deleted and 18 of those were 
filled with fire and rescue staff. 
 
Anne McMeel (Director of Resources, MPS):  As Authority Members are aware, on the basis 
of some of our change programmes based on reductions in the current year, the service is 
looking at potential staff losses in a number of areas and a redundancy scheme. 
 
John Biggs (Chairman):  OK.  Can we thank you very much for coming today. 


