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Advice provided by the Executive Director of Resources 
 
Advice on budget process  
 
The Local Government Act 2003 places a duty on the Executive Director of Resources, as the 
statutory Chief Finance Officer, to report on the robustness of the estimates.  This is covered 
within the information and advice provided below. 
 
What were the arrangements for developing the budget proposals? 
The arrangements for delivery of the 2011-12 budget have been extremely difficult due to the 
uncertainty about Government support to the Group. 
 
The budget process itself involved: 
 
Budget guidance issued by the Mayor throughout the process; 
Budget development by functional bodies and both parts of the GLA; 
Budget submissions, scrutinised and approved by the functional bodies before formal 

submission to the Mayor; 
Mayor’s draft budget proposals considered, prepared and issued for consultation;  
Consultation; and 
Scrutiny by the Assembly’s Budget and Performance Committee throughout the process.  
 
The Mayor issued guidance in May 2010 to the Greater London Authority and the functional 
bodies for preparing their budget submissions.  The guidance sought to ensure that the Mayor’s 
budget proposals were an accurate reflection of his priority aims and objectives within available 
resources. However, there was a high degree of uncertainty about the level of Government 
support to the Group. In addition, specific guidance was issued on the equalities implications of 
budget submissions. 
 
There have been meetings between functional bodies and GLA officers and other consultation, 
and these provided a vehicle to: 
 
Review delivery of the 2010-11 budget and to judge outcomes;  
Direct the 2011-12 budget process, ensuring that it remains valid and responsive to 

emerging needs and that budget information reflects the Mayor’s priorities; 
Ensure that there would be consistency and integration across the GLA group on relevant 

issues; 
Ensure that each body’s submission was delivered as required; and 
Ensure that the submissions could be readily consolidated into the Mayor’s budget 

proposals and issued for consultation.  
 
In view of the delays in the Government announcing its support to the GLA Group, this has 
inevitably limited the work that has been able to be reported on future plans. More detailed 
advice and guidance will be issued by the Mayor once the full settlement has been finalised.  
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How can the estimates of income and expenditure be assessed as representing 
necessary and reasonable budget provisions? 
To explain each component budget requirement, there is a service analysis showing the 
spending plans for the two-year period 2011-12 to 2012-13 for the Metropolitan Police 
Authority, the London Fire and Emergency Planning Authority and the GLA and for one year in 
respect of the LDA (which – subject to the enactment of the Localism Bill - is proposed to 
cease to operate as a separate entity from April 2012) and for Transport for London with 
comparative figures for 2010-11 (both budget and forecast outturn).  The analysis shows:  
 
Net costs of providing the complete range of services provided by the body;  
Estimated specific grants; 
Capital financing costs (including capital expenditure charged to revenue); 
Transfers to and from reserves; 
Any other financial charges and adjustments; and 
The resultant budget requirement. 
 
Careful attention has been given to explaining the changes from the equivalent figures for 
2010-11.  Explanations have been provided for the changes in terms of: 
 
Inflation; 
Full year cost of existing services; 
New initiatives and service improvements; 
Savings and efficiencies; 
Changes in specific government grants; 
Changes in use of reserves; and 
Any other relevant reasons. 
 
More detailed information has also been provided in the public documents relating to the 
budget proposals considered by the functional bodies and the Assembly’s Budget and 
Performance Committee.  The papers can be provided if required. 
  
What internal and external scrutiny have the budget proposals had? 
The budget proposals are based on submissions that have been subject to scrutiny and approval 
within the functional bodies.  Developing budget proposals have been scrutinised by the 
Assembly’s Budget and Performance Committee and throughout the process further 
information has been provided in response to the Committee’s questions and recommendations.   
 
The budget consultation paper had been widely circulated to London borough councils, London 
Councils, and a wide range of voluntary, business and other representative organisations.  It was 
also placed on the Greater London Authority website, enabling members of the public to make 
their comments.  The views expressed in the consultation have been taken into account.    
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Conclusion 
The estimates have been put together by, or with the involvement of, qualified finance staff in 
the functional bodies and the GLA in light of that consultation and reflect an approval, scrutiny 
and challenge process as described above.  They reflect the best available information held 
within the GLA about budget pressures and the resources available to meet them. 
 
It has been an inevitable part of this year’s budget process that estimates have had to be prepared 
before all Government grant settlements have been announced. This uncertainty has meant that 
budget proposals have been prepared later than in earlier years and some issues still remain to be 
finalised.  However, there are processes within each of the GLA group organisations for proper 
consideration to be given to proposal details before expenditure is sanctioned.  Budget discipline is 
supported by a controlled virement system which maximises resource utilisation and allows 
emerging needs to be taken into account. 
 
There are areas of risk and uncertainty in the budget.  There are significant savings included in 
the budget and these will require positive management action.  There is always the risk that 
forecast budget variances for 2010-11 could result in a shortfall in the budget funding for 
2011-12.  In that event the control systems that operate throughout the group allow for 
component budgets to be reviewed and adjusted accordingly.  The scale of future savings 
required across the Group in future years will be substantial. This will require intensive work to 
deliver and will place significant strain on officers across the whole Group. 
 
Risks are mitigated by authorities’ insurance arrangements and by the existence of appropriate 
reserves.  Across the GLA Group the risks associated with major contracts have been recognised 
and programmes to manage these risks introduced. 
 
The GLA Group takes a prudent approach to the achievability of income and recovery of debts 
due, making appropriate provision for bad debts, and full provision for realistic estimates of 
future settlements of known liabilities.  The level of external borrowing by authorities is 
considered affordable having regard to these factors: TfL’s borrowing has increased 
significantly in recent years due to the impact of its investment programme including Crossrail 
and the Tube upgrade but the overall levels of borrowing planned over the next few years are 
well within the levels found in Europe; LDA’s borrowing is specifically in relation to Olympic 
land acquisition and obligations which is assumed to be supported by the Government grant 
and the GLA is borrowing specifically for its contribution to Crossrail which is financed from the 
levying of a business rate supplement. None of these three specific areas financed by borrowing 
impact on the level of the precept as they are financed through a combination of fares revenue, 
the business rate supplement and Government grants.  
 
However, the GLA is proposing to prudentially borrow for certain other items of capital 
expenditure. Such borrowing will be in compliance with the Prudential Code which introduced a 
rigorous system of prudential indicators, that explicitly require regard to be given to 
affordability, prudence, value for money, stewardship, service objectives and practicality.  This 
is backed up by a specific requirement to monitor performance against forward-looking 
indicators and report and act on significant deviations. In addition, the GLA is considering a 
bond issuance as part of the requirement to support Crossrail. 
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Overall, on the basis of the information that has been provided to explain the Mayor’s 2011-12 
budget proposals, the estimates and budgetary provisions set out in this document represent 
reasonable and necessary financial provisions consistent with the powers and service obligations 
of the GLA and the functional bodies.  Advice on equalities implications, 2010-11 monitoring, 
reserves and balances, capping, Council Tax Freeze Grant, future years’ plans and the 
Assembly’s powers to amend the Budget is also provided in this document.   
 
Advice on the Equalities Implications of the Budget Proposals  
 
Set out below is a summary of each member of the GLA Group's consideration of equality issues 
in their budget proposals.  
 
GLA 
The Mayor has looked at equalities issues arising from the GLA's savings proposals in their 
totality. Impacts on stakeholder groups have been considered in a broad and rounded manner, 
rather than in an isolated way on an item-by-item basis. GLA officers have sought to prioritise 
administrative savings and have, wherever possible, protected what might be viewed as 
"frontline" work with London's communities. Key GLA programmes focused on equality groups, 
such as those relating to community safety and youth opportunities, have not been asked to 
make savings. Two programmes put forward for savings - Zoo / Wetlands and London Councils' 
databases - could be viewed as adversely impacting on key equality groups (children / 
vulnerable adults) but that consideration needs to be weighed against the prevailing Mayoral 
view that these two areas of work can be viewed as not core GLA business and would be better 
suited to being provided through other means. 

 
MPA 
 
The MPA's planning framework will help to ensure that equalities and diversity implications are 
properly reflected in budget and business plans.  Throughout the planning process the MPS’s 
Business Groups have been encouraged to consider the impact they have on internal and 
external communities and therefore develop activities that reflects the service's commitment to 
equality and diversity issues.  
 
Given the current uncertainties on funding, the Equality Impact Assessment (EIA) on the 
Policing Plan is a work in progress. For the 2011-14 Business Plan the MPS faces significant 
challenges in meeting policing needs against a background of increasingly severe financial 
constraints on a scale not seen for decades. This will result in an increasing number of EIAs 
being completed to support major change and improvement programmes being implemented 
within the Service. These programmes are at different stages of development, some are in 
implementation whilst some have yet to finalise their business cases. However, the processes in 
place as part of the MPS's planning and performance framework will ensure that EIAs are 
developed and reviewed over the life cycle of these programmes. Similarly all the MPS's policies 
are subject to EIAs, the completion of which is monitored by the MPS’s Strategy and 
Improvement Department.   
 



 

112 
 

The MPS are currently carrying out an extensive screening exercise to identify any diversity and 
equality issues that might arise from the cumulative effect of the objectives and activities 
included in their draft business plan and budget. This work is now being completed as there is 
more clarity on the financial resources available to support the business plan. An update on the 
developing EIA for the Policing London Business Plan 2011-14 will be reported to the MPA. 
 
An Equality Impact Assessment on the final Policing London Business Plan 2011-14, based on 
assessment against the MPS's corporate objectives and against key equalities and diversity 
issues, will be available before publication of the Policing Plan in March 2011.   
 
LFEPA 
 
All LFEPA’s reports include equality implications that highlight the effect of any decision that 
may have a disproportionate impact on any equality group or describes the mitigation for any 
positive impact targeting a particular protected characteristic. The proposals included in 
LFEPA's budget do not materially affect the Authority’s ability to provide services that target 
those most at risk. LFEPA Members were made aware of the gender and ethnicity of the 
holders of posts proposed for deletion as part of their consideration of the proposed budget. To 
meet new legislative requirements age and any other information held that is reliable and 
relevant to the staff profile will, in future, be included.  
 
Guidance from the Equality and Human Rights Commission states that ‘assessment does not 
necessarily have to take the form of one document called an Equality Impact Assessment.’ For 
the budget report the relevant information was included in the Equality Implications as part of 
the report. The guidance goes on to say that the impact assessment should be ‘tailored and 
proportionate to the decision being made’. As the decision did not involve cuts in services to 
groups and individuals with protected characteristics nor did it impact on LFEPA’s ability to 
meet its public duties, a full EIA was not proportionate. 
 
TfL 
 
The measures set out in the draft consolidated budget in response to the Spending Review are 
subject to confirmation when TfL’s Budget and Business Plan to 2014-15 are finalised and 
approved by TfL’s Board, expected on 30 March.  As part of that process, a detailed Equality 
Impact Assessment (EIA) of the proposed measures is being undertaken, in cooperation with 
TfL’s operating modes and with the input of TfL’s Independent Disability Advisory Group 
(IDAG), and will be provided to a meeting of TfL’s Finance and Policy Committee in March 
2011, which is due to consider the Business Plan in draft.  The EIA is designed to identify any 
likely positive and negative impacts on particular service users or employee groups as a result of 
the proposed changes. 
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There are a number of key issues that have already been identified as part of the EIA 
process.  These include the commitment to protect front-line services and major capital 
investment in the LU upgrade programme and Crossrail, which enables TfL to continue to 
improve safety, accessibility, reliability and capacity, which are the key issues for most service 
users, including those from minority groups.  TfL’s IDAG has encouraged the organisation not 
to revert to accessibility compliance, but to keep striving for the best accessibility improvements 
it can afford.   IDAG has also reminded the organisation that staff helpfulness and motivation 
are key factors in making journeys accessible. It recommends that TfL builds on the success of 
its training programmes for operational staff across the network. 
 
The Mayor and TfL continue to offer subsidies for those on low incomes, and the Mayor 
supports free travel for younger and older people and disabled Londoners as part of his 
commitment to ensure that transport is affordable and accessible.  TfL has conducted research 
into the impact of fares increases on particular groups, and a focus on providing concessionary 
and free travel to those on low income, older and younger people and disabled Londoners is 
considered to be the most effective way of mitigating the impacts of fare increases. 
 
In relation to the revision to the new fare structure introduced in January 2011, the primary aim 
of the changes has been to ensure that sufficient financial resources are available to fund key 
projects and services. The new fares are projected to increase TfL revenue by some £165m per 
annum.  TfL officers consider that there are minimal implications for health and sustainable 
development.  The impact on public transport use will be small. Both bus and Tube passenger 
journeys are projected to increase in 2011. 
 
The revision complies with applicable equalities legislation. For adult fare payers broadly similar 
increases are to be applied across all modes and ticket types and all concessions for those less 
able to pay are being maintained and rail fares for many children will be frozen or reduced.  
Relevant consequences of the fares revision are justified, therefore within equalities legislation. 
 
LDA 
 
The LDA's indicative budget has regard to the equalities priorities of the Agency. Two impact 
assessments, one for equalities and one for health, sustainability and community safety, were 
commissioned alongside the consultation process on the draft Investment Strategy. No major 
issues have arisen as part of this assessment of impact. The final impact assessments will be put 
before the LDA's Board as part of the final closure plan in March 2011. 
 
With respect to the budget reductions resulting from the Spending Review Settlement, the LDA 
is carrying out a wide-ranging Equality Impact Assessment. This will ensure the Agency meets 
its duty with respect to equality, to ensure its spending decisions are fair. The impact 
assessment covers the staffing reductions, the LDA’s ability to meet its equality obligations 
during its shutdown phase and the potential impacts on Londoners of cuts to LDA project 
funding.  It has identified potentially negative impacts from cuts to programmes across most of 
the Investment Strategy themes, including many Mayoral priorities.  
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A high proportion of the risk projects fall under the themes of sustained employment, 
regeneration and the Olympics. Projects funded under these themes contain significant equality 
outcomes, ranging from employment support to individuals from equalities groups, to inclusive 
public spaces, and improved accessibility across London’s infrastructure and visitor attractions. 
 
Advice on 2010-11 financial monitoring 
 
What are the arrangements for monitoring in the GLA and the functional bodies? 
There are systems in place for regular financial monitoring and reporting within each of the GLA 
group organisations.  In addition, progress against budget and business plans is reported 
quarterly to the Assembly’s Budget and Performance Committee (or its monitoring sub-
committee) for each member of the GLA Group.  The report details spending against profiled 
estimates and provide explanations of significant variances and proposals for any necessary 
corrective action.  Progress on new initiatives, performance against key indicators and outturn 
estimates against approved budgets are also identified and explained. 
 
 (a) Greater London Authority: Mayor of London 
The revenue budget is currently forecast to overspend by £0.1 million compared to the revised 
budget (before transfers to/from reserves) - equivalent to less than 0.1 per cent of the total - 
based on the first six months’ monitoring.   
 
In preparing the detailed estimates for 2011-12, the forecast outturn and reasons for variances 
has been taken into account in the review of budget provisions.  The significant variances are 
also reflected in specific proposals for additional savings and efficiencies. 
 
(b) Greater London Authority: London Assembly 
As at the end of the second quarter of 2011-12 there is a forecast underspend of over £0.3 
million. 
 
(c) Metropolitan Police Authority 
Based on the most recently available forecast to the end of period 8 the MPA’s revenue budget 
is currently forecast to overspend by £2.5m, or 0.1 per cent of the budget. This has arisen 
because small overspends in running expenses and reductions in income are slightly greater 
than the underspend on pay. However, the MPA’s budget proposals indicate the service’s 
intention to deliver an £11m underspend in 2010-11 to provide support to later spending plans. 
 
(d) London Fire and Emergency Planning Authority 
The forecast for the year is an underspend of £9.4 million (2 per cent) based on the first six-
months’ monitoring. This is mainly due to ongoing operational vacancies.  
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(e) Transport for London  
Based on estimates at the end of quarter 2, TfL’s full year outturn was forecast to result in Net 
Services expenditure of £4,934 million as against a budget of 5,396 million. This variance of 
£463m – or some 8.5 per cent - is due to a higher level of passenger demand than was 
anticipated and the phasing of capital expenditure, including Crossrail and forms a key element 
of TfL’s ability to mitigate the impact of the 21 per cent reduction in funding by 2014-15 it 
faces following the outcome of the Spending Review. 
 
(f) London Development Agency 
The forecast position at quarter two was a projected underspend of £3.3 million for the year on 
its thematic core programme. There is also slippage of £45m in relation to the Olympic Park 
land.  This is being closely monitored towards the year-end in view of the LDA’s tighter 
financial settlement for its expected final year of operation. 
 
Conclusion 
An assessment of the current year’s financial outturn is always a crucial element in budgetary 
and precept deliberations for the forthcoming year.  With further spending activity still to take 
place in respect of this financial year up to 31 March 2011 and with crucial closing of accounts 
transactions taking place beyond that date in finalising the Accounts for the GLA and the 
functional bodies, it is not possible to say that other variations will not arise.   
 
The processes in place throughout the GLA group and the responsibilities placed on each Chief 
Finance Officer do however ensure that the outturn position is closely monitored, controlled 
and taken into account in preparing the estimates of income and expenditure for 2011-12.  In 
particular, each body monitors progress against delivery of their budget and business plans, 
instigating any necessary remedial action.  In turn this monitoring is reported and reviewed by 
GLA finance officers and considered by both the Mayor and the Assembly on a regular basis.   
 
Processes are also in place to ensure expenditure is controlled within the resources finally 
approved for each organisation.  If any significant changes to the outturn forecasts emerge in 
the latest round of monitoring, advice will be provided on these in time for consideration of the 
Mayor’s final draft budget proposals 
 
Advice on reserves and balances 
 
Section 25(1) (b) of the Local Government Act 2003 places a duty on the Executive Director of 
Resources, as the statutory Chief Finance Officer, to report on the adequacy of the proposed 
financial reserves.  This is covered within the information and advice provided below. 
 
What are reserves and balances? 
When reviewing their medium term financial plans and preparing their annual budgets, 
authorities should consider the establishment and maintenance of reserves.   
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Reserves can be held for three main purposes:   
 
- a working balance to help cushion the impact of uneven cash flows and avoid unnecessary 

temporary borrowing – this forms part of general reserves; 
- a contingency to cushion the impact of unexpected events or emergencies – this forms part 

of general reserves; and 
- a means of building up funds to meet known or predicted liabilities – this is often referred 

to as earmarked reserves.   
 
What are the appropriate amounts to be held in reserve? 
The existing legislation requires authorities to have regard to the level of reserves needed for 
meeting estimated future expenditure when calculating the budget requirement.  It is the 
responsibility of the Chief Finance Officer to advise the authority about the level of reserves it 
should hold and to ensure that there are clear protocols for their establishment and use.  The 
protocols should set out: 
 
- the reason for/purpose of the reserve; 
- how and when the reserve can be used; 
- procedures for the reserve’s management and control; and 
- a process and timescale for review of the reserve to ensure continuing relevance and 

adequacy. 
  
CIPFA’s guidance states that the Institute “does not accept that a case for introducing a 
statutory minimum level of reserves, even in exceptional circumstances, has been made”, it does 
confirm that “authorities, on the advice of their finance directors, should make their own 
judgements on such matters taking into account all the relevant local circumstances.” 
 
Further guidance is provided by Local Authority Accounting Panel (LAAP) Bulletin 78, issued in 
November 2008.  LAAP78 emphasises the importance of medium-term plans and forecasts of 
resources, in addition to short-term considerations, in determining the adequacy of reserves. 
 
Section 26 of the Local Government Act 2003 gives the Secretary of State a general power to 
set a minimum level of reserves. However, the Government has undertaken to apply this only to 
individual authorities in circumstances where an authority does not act prudently, disregards 
the advice of its Chief Financial Officer and is heading for serious financial difficulty.  
 
An authority's external auditor also has a responsibility to review the arrangements in place to 
ensure that financial standing is soundly based.  This includes reviewing and reporting on the 
level of reserves taking into account their local knowledge of the authority’s financial 
performance over a period of time.  It is not their responsibility to prescribe the optimum or 
minimum level of reserves for an individual authority or authorities in general. 
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Advice:  Below is advice on reserves and balances for the GLA and each of the 
functional bodies reflecting advice received from their own statutory Chief Financial 
Officer.   
 
(a) Greater London Authority: Mayor of London 
 
No changes are proposed to the GLA’s policy on reserves which is based on a comprehensive 
assessment of its needs and risks and appropriate reserves established to ensure that the 
Authority’s financial standing is sound and supports the achievement of longer term service 
objectives.   
 
General Reserve 
At 31 March 2012 the general reserve is expected to total some £3.8 million or 5.4 per cent of 
the relevant 2011-12 net revenue expenditure (i.e. excluding certain items such as the Olympic 
Funding Agreement, Elections etc.). 
 
Earmarked Reserves 
The current estimate of earmarked reserves as at 31 March 2012 is some £23.5 million. The 
most significant movement on the earmarked reserves in 2011-12 relates to the release of 
£10.2m for the preparatory work being undertaken during the financial year for the 2012 
Mayor and Assembly elections.   
 
Conclusion 
The level of reserves is judged prudent in the context of known future liabilities, risks and 
funding uncertainties facing the Authority and will be kept under review. 
 
(b) Greater London Authority: London Assembly 
 
Most of the GLA’s non election related reserves relate to accommodation or to general cost 
issues (e.g. accommodation, precept resilience, etc) and the Assembly and its staff effectively 
have access to these reserves on the same basis as the rest of the GLA.  Additionally, within the 
existing earmarked reserves there is £0.7 million relating to the Assembly’s development 
reserve.  
 
(c) Metropolitan Police Authority   
 
The MPA has a policy of maintaining general reserves of at least 2 per cent of net revenue 
expenditure provided that there are appropriate accounting provisions and earmarked reserves, 
reasonable insurance arrangements, a well funded budget and effective budgetary control. As 
at 31 March 2011 the Authority is forecast to have general reserves of £70.5m some 2.6 per 
cent of the budget requirement. 
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The MPA holds a general reserve and an Emergency Contingency Fund for two main purposes: 

 A contingency to cushion the impact of unexpected events or emergencies; and 

 A working balance to help cushion the impact of uneven cash flows and avoid 
unnecessary temporary borrowing. 

 
Given the MPA/MPS have some balance sheet resilience from a prudent approach to the 
establishment of earmarked reserves and the impact of the front-loading of the Government 
grant loss, it is proposed, on the recommendation of the MPA Treasurer, that the policy on the 
general fund balance be reduced, at least in the short-term. The Authority’s present policy is to 
hold general reserves of at least 2 per cent of net revenue expenditure, however the MPA 
Treasurer now proposes that the level be reduced to 1.5 per cent on the basis that there are 
reasonable insurance arrangements, allowances for contractual inflation and effective 
budgetary control to manage in year budget pressures from demand led services. If, therefore, 
some of the planning assumptions need to be adjusted there is time to take remedial action. 
This change in policy is still to be agreed by the MPA. 
 
The movement in general reserves set out in the proposed budget will release £24m over the 
next two years which it is proposed should be utilised to support spending (£13m in 2011-12 
and £11m in 2012-13).  
 
The position on general fund balances will be kept under constant review with the aim of 
building up future resilience as permanent reductions are implemented. 
 
Earmarked reserves have been established by the MPA to provide resources for specific 
purposes. There can be a number of reasons why it is anticipated that earmarked reserves will 
still be unspent at April 2011: 

 The reserve was created with the intention of being released over a number of 
forthcoming years (e.g. property related costs); 

 The reserve was prudently created to deliberately cover potential future years’ liabilities 
(e.g. insurance fund); and 

 The reserve was created to allow revenue account surpluses to be carried forward (e.g. 
Proceeds of Crime Act). 

 
As part of the budget process a review of the usage and need of the present earmarked 
reserves has been undertaken. A detailed review will be undertaken by the Treasurer of the 
MPA as part of the closing of the accounts process for 2010-11.  

 
MPA Conclusion 
In the opinion of the Treasurer of the MPA the proposed approach remains prudent and the 
Authority will still have adequate reserves in place with general reserves totalling £46.5m by 31 
March 2013, and further balance sheet resilience from a prudent approach to the establishment 
of earmarked reserves which are currently forecast to total £89m by 31 March 2013. 
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(d) London Fire and Emergency Planning Authority 
In the Consultation Budget in order to support the delivery of the Mayor’s wider priorities and 
to align LFEPA’s reserves position closer to its target level, it was proposed that £20m of the 
Authority’s general reserves be drawn down in 2011-12 to support its budget. Following 
consultation with LFEPA it has been decided to amend that to £19.3m which is offset by an 
additional £0.7m net savings in the LFEPA budget. Therefore, reserves are projected to be 
£34.2m at March 2012. The use of reserves in future years’ budgets will be kept under close 
review. In particular, given the backloading of grant reductions for fire authorities, LFEPA will 
be asked to develop plans for the use of reserves to contribute to long term savings. 
 
LFEPA Conclusion 
The level of reserves is judged prudent in the context of known future liabilities, risks and 
funding uncertainties facing the Authority and will be kept under review. 
 
(e) Transport for London 
 
TfL seeks to maintain a General Fund balance of at least £150m (and a minimum cash balance 
of £250m), to protect it from the short-term effects of specific risks crystallising and to ensure 
sufficient liquidity.  Should there be a significant call on the General Fund, provision would be 
made in future years’ budgets to rebuild the reserve to this target level. 
 
Total reserves are forecast to increase in the current year from the opening 2010-11 level of 
£1,385m to a closing level of £1,520m.  They are projected then to increase to £1,765m by the 
end of 2011-12, reflecting the effect of the additional balances being held to meet the future 
costs of the Crossrail project. These balances are ring fenced according to the terms of the 
Crosssrail Funding Agreement with the Secretary of State for Transport. Excluding Crossrail, TfL 
reserves are close to the minimum level of £150m in 2011-12. The closing balances include 
general reserves at a constant £154m with the remainder being earmarked reserves.   
 
TfL Conclusion 
The Chief Finance Officer of TfL considers that the level of reserves described above is 
appropriate to meet general requirements in the context of known future liabilities, risks and 
funding uncertainties facing the Corporation. 
 
(f) London Development Agency  
 
In the opinion of the Director of Finance of the LDA the level of reserves is appropriate to meet 
general requirements in the context of known future liabilities, risks and funding uncertainties 
facing the Agency. The LDA is seeking to maintain its reserves at existing levels up to 31 March 
2012. The general reserve of £3.9m equates to 3 per cent of turnover excluding Olympic Land 
expenditure. 
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General Conclusion 
The above advice reflects the differing nature of the services provided by each organisation.  
Each body operates independently with its own statutory responsibilities for the proper 
administration of its financial affairs.  The Executive Director of Resources relies on the 
individual advice from each of the Chief Financial Officers of the functional bodies in 
discharging his responsibilities. 
 
The forecast use of reserves to March 2012 is summarised in the table below. 
 

 GLA MPA LFEPA TfL LDA Total 

 £m £m £m £m £m £m 

Opening balances 1.4.10 31.1 249.1 49.6 1,385.0 3.9 1,718.7 

Earmarked/capital reserves 5.6 -57.5 -1.9 135.0 - 81.2 

General reserves 0.2 - 5.8 - - 6.0 

Balances 31.3.11 36.9 191.6 53.5 1,520.0 3.9 1,805.9 

Earmarked/capital reserves -9.5 -21.8 - 245.0 - 213.7 

General reserves 0 -13.0 -19.3 - - -32.3 

Balances 31.3.12 27.3 156.8 34.2 1,765.0 3.9 1,987.3 

 
As can been seen in the table above, the most significant movements in reserves concern TfL 
which reflects the additional balances being held to finance the future costs of the Crossrail 
project. 
 
In conclusion, although the Mayor’s budget proposals are consistent with the advice provided 
on reserves and balances, LFEPA’s and MPA’s reserves have been applied to assist the delivery 
of the 2011-12 budget. The use of reserves and balances will be kept under close review during 
2011-12 and onwards. Given the proposed changes in LFEPA’s and MPA’s policies on reserves 
and balances, their position will be monitored very closely.  
 
Advice on Council Tax capping  
 
What are the Government's “capping” powers? 
The Government has powers to cap the GLA precept under the Local Government Finance Act 
1992 and the Local Government Act 1999. 
 
Advice 
The Government has indicated that it will use its reserve capping powers to deal with increases 
in Council Tax that are deemed excessive, including police and fire authorities in 2011-12.  
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Capping Arrangements Applied by the Government for the 2010-11 Financial Year 
 
For the 2010-11 budget round three police authorities were capped in advance.  The capping 
principles for that financial year were that an authority's 2010-11 budget requirement would be 
excessive if: 
 

 the amount calculated by the authority as its budget requirement for the financial year 
2010-11 was more than 3.5 per cent greater than the authority's budget requirement 
for the financial year 2009-10; and 

 
 the amount calculated by the authority as its Band D Council Tax for the financial year 

2010-11 was more than 4.5 per cent greater than the authority's Band D Council Tax 
for 2009-10. 

 
Capping Arrangements for 2011-12 
 
On 13 December 2010 the Communities and Local Government Secretary of State, Eric Pickles, 
made the following statement alongside the announcement of the Provisional Local 
Government Finance settlement: 
 
"Hard working families and pensioners have seen their Council Tax bills more than double since 
1997. But the new Government is standing up for hard-pressed local residents, providing 
special funding to help Councils freeze their bills next year. Further financial freedoms 
announced for Councils will mean they can better protect frontline services like rubbish 
collections and care for the elderly. 
 
The new Government has already stopped the Council Tax revaluation which would have lead to 
higher Council Tax bills over this Parliament for many families. And we will give local residents a 
new power to veto excessive Council Tax rises in the future, to protect the interests of local 
communities and strengthen local democracy." 
 
As part of the announcement on the Final Local Government Settlement on 31 January the 
Secretary of State confirmed that he was ‘further prepared to take capping action against 
excessive increases in Council Tax in 2011-12’. The capping criteria for 2011-12 were confirmed 
by the Secretary of State in a written statement to Parliament on 9 February. This stated that a 
local authority would be deemed to have set an excessive increase if: 
 

(a) the amount calculated by the authority as its budget requirement for 2011-12 is 
more than 92.5 per cent of: 
(i) the authority’s alternative notional amount; or 
(ii) where no such amount has been specified for the authority, the authority’s budget 
requirement for 2010-11; and 
(b) the amount calculated by the authority as its Band D Council Tax for 2011-12 is 
more than 3.5 per cent greater than the same amount calculated for 2010-11 (except 
for the Greater London Authority and the newly instituted Councils of Central 
Bedfordshire and Shropshire). 
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Different principles will apply to the Greater London Authority (GLA) as it calculates two basic 
amounts of Council Tax; one under section 88(2) of the Greater London Authority Act 1999 
and one under section 89(3) of that Act. The Government will write to the GLA separately with 
further technical details about how the principles applicable to it will operate in due course but 
the Secretary of State indicated that the same broad policy principles would apply.  
 
The GLA's alternative notional amount (i.e. its ‘like for like’ budget requirement compared to 
2010-11 allowing for changes in funding and functions) has been designated by the Secretary 
of State at £3,371,227,000 and 92.5 per cent of that is £3,118,384,975. This is approximately 
£165 million less than the Mayor’s proposed consolidated budget requirement of 
£3,283,467,000. However as the Mayor’s proposed Council Tax at Band D for 2011-2 is the 
same as in 2010-11 (i.e. less than a 3.5 per cent increase) the budget would not meet the 
Secretary of State’s criteria for being excessive were the same principles to apply for the GLA as 
for other local authorities. 
 
Advice set out below provides details on the Council Tax Freeze Grant that will be available to 
local authorities which freeze or reduce their Council Taxes in 2011-12.  
 
The Mayor’s budget proposals for 2011-12 would result in a small increase in the budget 
requirement of £20m or 0.6 per cent but with a zero per cent Council Tax increase. Although 
the objective is to avoid excessive increases in Council Tax, the Secretary of State is only 
required to include the increase in budget requirement and other criteria which do not 
necessarily have to consider the increase in Band D Council Tax. The unchanged level of Council 
Tax that would result from the proposed budget increase is entirely consistent with the 
Government’s national Council Tax expectations and capping is not considered to be a relevant 
risk to the budget proposals in 2011-12. 
 
Potential Legislative Changes to Capping Arrangements from 2012-13 Onwards 
 
Clause 56 of the Localism Bill laid before Parliament on 13 December 2010 set out legislative 
changes which will end the existing capping powers from 2012-13 onwards. Subject to this 
legislation being enacted proposed Council Tax increases (or Council Tax requirements) which 
are determined to be excessive under criteria set by Parliament would have to be put to a 
referendum of local electors. 
 
From 2012-13 onwards the proposed criteria determining whether a Council Tax requirement 
was excessive will be published for consultation at the date of the Provisional Local Government 
Finance Settlement in November or December each year and confirmed following the approval 
of the final settlement by Parliament in late January or early February. 
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Under the proposals local authorities (including the GLA) which agreed Council Tax increases 
from 2012-13 which were deemed excessive by Parliament would be required to set a shadow 
budget equivalent to the maximum possible increase in Council Tax which did not exceed the 
‘excessive’ criteria (i.e. the alternative notional amount laid down by the Secretary of State). In 
the case of the GLA this shadow budget would be subject to the same scrutiny and approval 
process as the Mayor’s proposed budget.  If the referendum of local electors did not support 
the proposed Council Tax increase then this shadow budget would by default become the legal 
budget for the financial year concerned.  
 
Advice on Council Tax Freeze Grant 
 
Following the 2010 Spending Review, the Secretary of State has confirmed that the 
Government intends to work with local authorities in England to meet its commitment to deliver 
a Council Tax freeze in 2011-12 and has written to the GLA with details of the terms under 
which the scheme will operate.  
 
The scheme will be voluntary and will apply separately to each billing and major precepting 
authority in England (including police and fire and rescue authorities). Decisions by individual 
billing or precepting authorities to raise their Council Taxes will not impact therefore on the 
eligibility of other precepting or billing authorities in that area to qualify for the freeze grant. 
 
For the GLA, if the amount calculated by the GLA under s. 89(3) of the GLA Act for 2011-12 is 
no more than the same amount calculated by the GLA for 2010-11 (i.e. the Band D Council Tax 
for the London boroughs), the GLA will be eligible to receive a grant calculated in two parts 
(the aggregate rounded to the nearest pound):  
 
 A 2.5 per cent increase in the amount calculated by the Authority under s.88(2) of the GLA 

Act for 2010-11 (i.e. the Band D Council Tax excluding that for the MPA) multiplied by the 
tax base for the whole of the GLA's area for 2011-12; plus  

 a 2.5 per cent increase in the amount calculated under s.89(4) of the GLA Act for 2010-11 
(i.e. the Band D Council Tax for the MPA only) multiplied by the tax base for the 
metropolitan police district (i.e. excluding the Council Taxbase for the area covered by the 
Common Council of the City of London for 2011-12). 

 

An un-ringfenced grant in support of the scheme will be paid to each eligible billing and major 
precepting authority based on the formulae described above. Payments to authorities will be 
made through the grant-making powers in section 31 of the Local Government Act 2003 
(‘section 31 grant’) and by instalments over the period April 2011 to January 2012 to mirror 
authorities’ usual monthly income stream from Council Tax receipts.  
 
The GLA is required to confirm to the Secretary of State that it meets the terms of the scheme 
by 8 March. 
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The Spending Review has concluded that funding can only be provided to support a Council 
Tax freeze for 2011-12.  However, the Government intends to provide supplementary funding 
to local authorities in subsequent years of the Spending Review via specific section 31 grants to 
compensate them for the Council Tax income forgone during the period of the freeze. 
 
If the GLA meets the terms of this scheme the section 31 grant to the GLA is estimated to be 
£23.2 million (subject to annual uplifts to take into account the buoyancy in the Council Tax 
base) payable in each of the next four years 2011-12 to 2014-15.  This is a significant amount 
(totalling approximately £93 million over the next four years) which would be forgone if the 
setting of the component and consolidated budgets required the GLA to increase its level of 
Band D Council Tax for 2011-12 compared to 2010-11.   
 
There would be a net financial loss to the Authority if there were an increase in the level of 
Band D Council Tax for 2011-12 and it were less than 2.5 per cent (i.e. the additional amount 
raised in Council Tax would be less than the grant payable for no increase).   
 
A Band D Council Tax increase for 2011-12 of 2.5 per cent is estimated to raise £23.2m and 
therefore compensate for the loss of the grant eligibility but at the expense of the local Council 
Tax payer.  The Council Tax precept would have to be maintained at least at this level over the 
next three years (2012-13 to 2014-15) in order to deliver the same total revenue compared to 
that achieved by a Council Tax freeze in 2011-12 (including the Council Tax freeze grant). 
 
A Band D Council Tax increase for 2011-12 of in excess of 2.5 per cent would raise more than 
£23.2m but this would be even more at the expense of the Council Tax payer. The Council Tax 
precept would have to be maintained at an increased level increase (compared to 2010-11) 
over the following three years (2012-13 to 2014-15) in order to deliver the same total revenue 
compared to that achieved by a Council Tax freeze (including the Council Tax freeze grant). 
 
The Mayor and the Assembly will need to take full account of the penalty local Council 
Taxpayers could bear should council tax not be frozen.   
 
Advice on future plans 

 
What are the medium-term planning arrangements? 
Generally financial and performance planning has steadily improved over the short history of 
the GLA Group. However, the delays and gaps in Government announcements have affected 
the GLA Group’s capacity to make medium-term plans for this Budget. Further, the uncertainty 
created by the Government’s Resources Review compounds these difficulties. Nevertheless, the 
overall aim is to have financial plans and business plans that are based on Mayoral objectives 
and priorities.  This means ensuring that there are sound medium term financial plans within 
which all priorities and objectives are adequately funded. The Mayor intends to issue guidance 
in the spring to ensure this objective is fully implemented across the Group. More details of this 
process are set out below. 
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As recognised by the Assembly’s Budget and Performance Committee in its response to the 
Budget Consultation, Government funding for local and regional government will diminish 
across the board as public sector finances nationally become more constrained.  This will 
inevitably mean that the Mayor’s priorities and objectives will need to be adjusted.  
 
The differential level of information supplied by the Government to each member of the Group 
impacts on the level and nature of medium-term planning that can take place. TfL intend to 
publish a detailed Business Plan to March 2015 in the spring. MPA and LFEPA are well 
advanced with their planning for future years budgets beyond 2011-12. However, there is still 
uncertainty over the exact level of funding available for the LDA in 2011-12 and for the 
functions the GLA will inherit from April 2012. This uncertainty inhibits the ability to plan for 
these changes at the GLA and the LDA. The Mayor’s Budget Guidance in the spring will seek to 
further codify the Group-wide approach and will hopefully benefit from further announcements 
from the Government. 
 
Advice on the limit on Assembly’s power to amend Mayor’s budget for 
the Assembly 
 
What is the budget for the Assembly? 
 
Section 85 of the GLA Act 1999 requires separate component budgets for the Assembly and 
the Mayor so that for the purpose of budget setting the Assembly and the Mayor are separate 
constituent bodies.  The component budget for the Assembly comprises the estimates for 
defined expenditure (essentially direct expenditure) and income, and appropriate contingencies 
and financial reserves.  The component budget for the Mayor comprises the rest of the GLA. 
 
The expenditure that is to be regarded as incurred by the Assembly in the performance of its 
functions includes any expenditure by the Authority in the performance of its functions which is 
incurred in respect of any of the following: 
 the Assembly Members; 
 the Assembly secretariat (defined as employees of the Authority who normally work as 

support staff for the Assembly or Assembly Members); 
 goods or services procured solely for the purposes of the Assembly; and 
 the London Transport Users Committee (London TravelWatch). 
 
Expenditure incurred on accommodation in relation to the Assembly’s business, and goods and 
services provided or procured for the Authority in general are deemed by the legislation to be 
part of the Mayor’s budget. 
 
The GLA Act (s35) defines the Assembly’s functions as: 
 
 such of the functions of the Authority as are exercisable only by the Assembly acting on 

behalf of the Authority; and 
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 the Assembly’s function of acting jointly with the Mayor in the case of those functions of 
the Authority which are exercisable only by the Mayor and the Assembly acting jointly on 
behalf of the Authority. 

 
What is the restriction on the Assembly changing its component budget? 
The GLA Act limits the Assembly’s power of amendment in respect of its own budget 
requirement.  The Assembly can only increase its budget (as proposed by the Mayor) by 
reference to the following: 
 
 If the Mayor’s proposed component budget for 2011-12 for the Mayor is greater than the 

component budget for 2010-11 then the Assembly cannot amend the Assembly’s 
component budget so that it would increase by more in percentage terms than the increase 
in the Mayor’s component budget. 

 
 If the Mayor’s proposed component budget for 2011-12 for the Mayor is less than the 

component budget for 2010-11 then the Assembly cannot amend the Assembly’s 
component budget so that it would decrease by a smaller percentage than the decrease in 
the Mayor’s component budget  

 
The GLA Act uses the terms OM and NM in defining how this works in practice i.e. ‘Old’ Mayor 
and ‘New’ Mayor: 
 
 ‘Old’ Mayor will be the component budget for the Mayor for 2010-11; 
 
 ‘New’ Mayor will be the Mayor’s proposed component budget for the Mayor for 2011-12 

before any amendments; and 
 
 The percentage change in the Mayor’s budget from 2010-11 is calculated using these 

amounts.   
 

The Assembly’s component budget for 2010-11 is then adjusted by the same percentage.  This 
figure then becomes what the Act terms ‘adjusted previous component budget 
requirement for the Assembly.’ 
 
What are the component budgets for the Mayor and the Assembly for 2010-11? 
The amounts are: 
 

� For the Assembly £8.6 million 
� For the GLA  £131.8 million 

 
How is a like for like comparison ensured? 
To facilitate a like for like comparison the Chief Finance Officer may direct amounts to be 
excluded from the comparison of Mayor’s draft component budget requirement for the Mayor 
with the component budget requirement for the Mayor for the preceding year.  The Chief 
Finance Officer must have regard to any Secretary of State guidance on the direction (GLA Act 
Schedule 6, paragraph 5A). 
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Chief Finance Officer’s direction 
The Secretary of State has not issued any guidance on the direction but the Executive Director 
of Resources has directed that the GLA’s new burdens in respect of the London Waste and 
Recycling Board (£9.5m) and the pan London rough sleeping initiatives (£8.45m) and the 
removal of the burden to fund the Ordnance Survey (£975,000) are to be left out of account 
for the purposes of determining the adjusted previous component budget requirement for the 
Assembly.   
 

Can the Assembly amend the Mayor’s budget for the Assembly? 
Using the Act’s methodology and applying it to the draft budget figures, the Assembly could 
increase its own component budget requirement to a figure more than the Mayor’s 
proposal.  This is because the Mayor is proposing a budget requirement of £8.0 million 
(following the usual convention of setting budget requirements rounded to the nearest £1,000) 
and the application of the Act would allow the Assembly to amend its component budget 
to £8.490million. This is explained in the table below: 
 
 

Mayor’s Budget: Calculation of NM £m 

Proposed component budget requirement for the Mayor for 2011-12  147.067 

Deduct: London waste recycling board grant funding transferring to GLA general grant -9.500 

Deduct: Pan London Rough Sleeping Initiatives funding transferring to GLA general grant -8.450 

Add: Ordnance survey funding top sliced from GLA general grant 0.975 

NM 130.092 

Deduct: OM (component budget requirement for the Mayor for 2010 -131.800 
Amount NM is less than OM budget requirement -1.708 

Percentage Decrease  -1.3% 

 

Assembly Budget: adjusted previous component budget £m 

Component budget requirement for the Assembly for 2010-11 8.600 

Deduct: Percentage change in NM compared with OM -0.110 

Adjusted previous component budget 8.490 

 
The figure of £8.490 million is the ‘adjusted previous component budget’ requirement for the 
Assembly.  As the Mayor is proposing a budget of £8.0 million the Assembly could therefore 
propose to amend its own component budget up to this level.  In considering any amendment 
full regard will need to be had to the advice provided on the Council Tax Freeze Grant. 
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 Legal Advice  
 

1. Overview  
 
The Mayor is responsible for the preparation of the budget for both parts of the GLA, that is, 
the Mayor and the London Assembly, and for the functional bodies, the budgets for all of 
which together constitute the consolidated budget for the GLA. The Assembly’s role is to 
scrutinise the budgeting decisions of the Mayor, to approve the Mayor’s Budget (with or 
without amendments), and to set a budget in the event that the Mayor does not do so in the 
required time. The Assembly also has the power to amend its own budget to the extent that any 
increase proposed for the Assembly is proportionately less than that proposed for the rest of 
the GLA. 
 
The Mayor and the Assembly must secure a financially balanced budget, with a fair and 
reasonable balance between the discharge of statutory and discretionary responsibilities for the 
provision of services and the financial burden upon those required to finance the net cost.   
 
The GLA’s major sources of revenue are Council Tax, grants paid by the Secretary of State, 
redistributed non-domestic rates, fares, a business rate supplement levy, and other sources 
such as advertising and road user charging.   
 
The majority of the rules relating to the budget process are set out in sections 85 to 87 and 
Schedule 6 to the Greater London Authority Act 1999, as amended (“the GLA Act”). 
 

2.  Overview of steps in budget process  
 
1. The Mayor consults the Assembly and then prepares draft component budgets for 

Mayor and  Assembly. 

2. The Mayor consults each functional body and then prepares the draft component 
budget for each functional body. 

3. The Mayor prepares the draft consolidated budget covering both parts of the GLA and 
all of the functional bodies. 

4. The Mayor consults the Assembly and other appropriate bodies on the draft 
consolidated budget. 

5. Before 1 February, or such other date as is fixed by regulations (for 2011-12, 11 
February), the Mayor determines the final contents of the draft consolidated budget 
and presents it to the Assembly at a public meeting. 

6. The Assembly approves the draft consolidated budget, with or without amendment, by 
simple majority (subject to limitations in relation to its own budget). 

7. By the last day of February, the Mayor prepares the final draft budget (with or without 
Assembly amendments), publishes it and presents it to the Assembly at a public 
meeting. If the Mayor has not adopted the amendments proposed by the Assembly, he 
must state his reasons for not doing so. 
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8. By the last day of February, the Assembly approves the final draft budget, with or 
without amendment. Any amendments made by the Assembly require the support of 
two thirds of the Assembly and are subject to limitations in relation to the Assembly’s 
own budget. 

9.  The final budget approved by the Assembly (with or without amendment) is the GLA’s 
consolidated budget for the financial year. 

10. As soon as practicable after its approval, the Mayor is required to publish the GLA’s 
consolidated budget and the component budget of each of the Mayor, the Assembly 
and each functional body.  

Note: The first two stages above can proceed simultaneously but all other stages are sequential. 
Alternative steps are to be followed in case of default by the Mayor or the Assembly. 
  

3.  The budget process 
 

3.1  Component and consolidated budget requirements 
 
The Mayor must calculate budget requirements for the Mayor, the Assembly, and the four 
functional bodies (Transport for London, the London Development Agency, the Metropolitan 
Police Authority and the London Fire and Emergency Planning Authority). These component 
budget requirements for the Mayor, Assembly and functional bodies together constitute the 
GLA’s consolidated budget (s.85 and Schedule 6 (“Schedule 6”), paragraph 1, GLA Act).  
 

3.2  Procedure for determining the budget requirements 
 
The determination of the component and consolidated budget requirements is expected to take 
place between December, following the publication of the government’s provisional financial 
settlement, and the end of February, when the budget is required to be finalised (Schedule 6, 
paragraph 8).   
 
The budget requirement for each body is calculated by determining the difference between 
projected expenditure and projected income (excluding certain specific sources). Insofar as 
expenditure will exceed income, that amount is the body’s component budget requirement for 
the year (s.85 (6) GLA Act). The Mayor must also consult the Assembly and functional bodies 
and others as appear appropriate to the Mayor before preparing the draft component budget 
requirements for the Assembly and functional bodies (s.87 and Schedule 6 GLA Act and s.65 
Local Government Finance Act 1992 (“LGF Act”)). 

 
3.3  Approval of the budget 

 
The draft consolidated budget for 2011-12 must be presented to the Assembly at a public 
meeting on or before 11 February 2011. The GLA Act specifies that the draft consolidated 
budget must be presented to the Assembly on or before 1 February (Schedule 6, paragraph 
3(4), subject to paragraph 10). However the Greater London Authority (Consolidated Budget 
Requirement Procedure) Regulations 2010 specify that, in relation to the 2011-12 financial 
year only, this date will be 11 February 2011.   



 

130 
 

 
If the Mayor fails to comply with these requirements, the Assembly must prepare draft 
component and consolidated budgets (Schedule 6, paragraph 4). If the draft consolidated 
budget is approved at a public meeting of the Assembly, that approved draft becomes the 
GLA’s consolidated budget (Schedule 6, paragraph 4). 
 
If approved without amendment, the draft consolidated budget is deemed to be the GLA’s 
consolidated budget for the year in question (Schedule 6, paragraph 4). After the Mayor 
presents the draft consolidated budget to the Assembly, the Assembly must approve it, with or 
without amendment, by a simple majority of the members voting.   
 
The Assembly’s right of amendment in respect of its own budget is limited insofar as it cannot 
vote an increase which is proportionately more than that proposed in respect of the Mayor 
(Schedule 6, paragraph 5A).   
 
After the Assembly’s approval of the draft consolidated budget (or after such period as the 
Mayor considers reasonable has elapsed without such approval), the Mayor must prepare a final 
draft of the consolidated budget.  This can be: 
 
 �the draft consolidated budget as approved by the Assembly including any amendments 

made by the Assembly;  
 the draft consolidated budget as amended by the Mayor; or 
 the unamended draft consolidated budget (Schedule 6, paragraph 6(3)). 
 
The Mayor must present the final draft budget to the Assembly and publish it before the last 
day of February. If the Assembly approved the draft consolidated budget with amendments, but 
the Mayor has not accepted these amendments, the Mayor must lay before the Assembly a 
written statement of his reasons for not accepting the amendments (Schedule 6, paragraph 
6(5)). The Assembly must approve the final draft budget with or without amendment by the 
end of February (Schedule 6, paragraph 8). Any amendments by the Assembly at this stage 
require a two-thirds majority of the members voting (Schedule 6, paragraph 8 (4)). The 
Assembly’s right of amendment in respect of its own budget is again limited in that any 
increase for itself cannot be more in percentage terms than any increase for the Mayor 
(Schedule 6, paragraph 8A). 
 
The final budget approved by the Assembly (with or without amendment) is the GLA’s 
consolidated budget for the financial year (Schedule 6, paragraph 8(6)). If the Assembly fails to 
approve the budget before the last day of February, the final draft budget presented to the 
Assembly will be the GLA’s consolidated budget for the year (Schedule 6, paragraph 9). 
 
If the Mayor, having presented a draft consolidated budget, fails to present a final draft 
budget, the Assembly must meet and agree by simple majority the component budget 
requirement of each of the constituent bodies, and the consolidated budget is deemed to have 
been agreed accordingly (Schedule 6, paragraph 7). 
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The Mayor is required to publish the consolidated and component budgets as soon as 
practicable, and they must be available for inspection by or supply to the public for six years 
thereafter (Schedule 6, paragraph 11).  
 

3.4  Restriction on challenge to the calculation of the budget requirements 
 
Provided that the Mayor’s calculation of the budget requirements was made in accordance with 
the statutory procedures, the calculation may not be questioned except by way of judicial 
review (s.66 LGFA).   
 

3.5  Minimum budget for the Metropolitan Police Authority 
 
If it appears to the Secretary of State that the budget set by the GLA for the Metropolitan 
Police Authority (“the MPA”) is too low to restore or maintain an efficient or effective police 
force for its area, the Secretary of State may direct the GLA to increase the component budget 
requirement to a level not less than an amount specified by him in the direction (s.95 GLA Act). 
 

4.  Sources of revenue 
 

4.1 Council Tax 
 
The GLA is a major precepting authority (s.82 GLA Act). It raises money indirectly by issuing a 
precept to the London boroughs and the City of London (separately “a London billing 
authority”) in respect of the amount the GLA sets as its Council Tax. The method of calculating 
the GLA’s Council Tax is broadly similar to that of other precepting authorities, although for the 
GLA the budget requirement in respect of the MPA is treated separately.  This is necessary 
because the MPA is responsible for the police service in the inner and outer London boroughs, 
but not in the City of London. Council Tax payers in the City of London pay directly for their 
own policing. 
 
Each London billing authority must include the precept when it calculates its own Council Tax 
bill (s.30 LGFA). The London boroughs then collect the precept from the Council Tax payers in 
their areas and pass it on to the GLA. The precept issued by the GLA must state the amount of 
the Council Tax which the GLA has calculated in respect of each category of dwellings and  the 
amount it has calculated to be payable by the billing authority for the year (s.40 LGFA).   
 
The Mayor sets separate budget requirements for the Mayor, the Assembly and each of the 
functional bodies, which together form the basis of the calculation of the basic amount of 
Council Tax (s.85 GLA Act). A precept for any given financial year should be issued before 1 
March in the year preceding the financial year for which it is issued (s.40 LGFA). 
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4.2 Capping  
 
The budget requirement set by the Mayor can be limited or “capped” by the Secretary of State 
under Chapter IVA of the LGFA if the Secretary of State considers that the budget requirement 
calculation is excessive by comparison with a previous year’s calculation.     
 
Should the possibility arise of these powers being relevant to the proposed GLA budget for 
2011-12, further advice would be provided. 

 
4.3  Grants paid by the Secretary of State 

 
Grants from the Secretary of State include a general GLA grant, a GLA transport grant paid for 
the purposes of Transport for London, a police grant, a grant for LFEPA, and other specific 
grants (see for example s100 and s101 GLA Act). 
 

4.4  Non-domestic rates  
 
Non-domestic rates are distributed to local authorities in proportion to their relative needs and 
resources as assessed by Government and are shared between authorities according to the 
services they provide.   The GLA receives non-domestic rates as part of this distribution. 
 

4.5  Fares 
 
The Mayor sets the general level of fares for all transport services under his control (s. 174(1) 
GLA Act) by way of a direction under s.155 of the GLA Act issued to TfL.  
 

4.6  Road user charging net revenues 
 
Net revenues from the Congestion Charging Scheme are ring-fenced for spending on measures 
that support the Mayor’s Transport Strategy. Although no surplus is expected from the Greater 
London Low Emission Zone charging scheme, any such surplus would be similarly dealt with 
(Schedule 23, paragraph 16, GLA Act). 
 

4.7  Business rate supplement 
 
The GLA is defined as a levying authority under s.2 of the Business Rate Supplements Act 2009 
(“BRS Act”) and has the power to levy a business rate supplement (“BRS”) on non-domestic 
ratepayers in Greater London for expenditure on a project that it is satisfied will promote 
economic development in Greater London. In April 2010 the GLA introduced the Crossrail 
Business Rate Supplement to raise moneys for the Crossrail Project. The GLA must ensure that 
the sums it receives in respect of a BRS are used only for expenditure on the project to which 
the BRS relates and that the GLA would not have incurred that expenditure had it not imposed 
the BRS; it may make arrangements with a functional body for some or all of the sums that the 
GLA receives in respect of a BRS imposed by the GLA to be used by the body for expenditure 
on the project to which the BRS relates (s.3 BRS Act). The GLA has made such arrangements 
with TfL in respect of the Crossrail Business Rate Supplement. The GLA must keep a revenue 
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account that is used solely for the BRS and must secure that sums received in respect of it are 
credited to that account (Schedule 3, paragraph 1 (1) BRS Act).  
 

5  Proposed legislative changes 
 

5.1 Budget Setting 
 

Part 4, Chapter 2 of the Localism Bill laid before Parliament on 13 December 2010 (“the 
Localism Bill”) contains clauses which end the requirement for local authorities to set a budget 
requirement (that is, the total requirement combining estimated Council Tax revenue with 
general grant income from revenue support grant, redistributed business rates, Home Office 
police grant and, for the GLA only, the GLA general grant).  Local authorities would only be 
required to determine a Council Tax requirement. This would apply to the GLA and therefore, if 
the relevant clauses of the Bill are enacted, the Mayor will set a Council Tax requirement for 
each functional body, and not a budget requirement, for 2012-13 onwards. 
 

5.2  Capping Powers  
 

Clause 56 of the Localism Bill  (“Referendums relating to Council Tax increases”) and Schedules 
referred to in that clause  provide for referendums on Council Tax increases, planned to  replace  
existing capping powers from 2012-13 onwards. Details are given above under the heading 
“Potential Legislative Changes to Capping Arrangements from 2012-13 Onwards”. 
 
 


