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John Biggs AM (Chairman):  We now move on to LFEPA and obviously we had quite a detailed discussion last year with LFEPA so this year maybe a bit less detailed, even though we are dealing with the repercussions of last year’s decisions.  Can we welcome you?  
Valerie Shawcross CBE AM:  Happy New Year to you all and thank you for waiting.  Can I just start by saying a particular thank you to the brigade for the splendid rescue in Streatham Hill on Saturday when six people were pulled off the balcony?  That has gone down very well locally; people are very pleased with that response.

It falls to me to ask you about how the implementation of the Fifth London Safety Plan (LSP5) changes are going with particular regard to the cuts.  How is it now progressing post the judicial review result?  What are the risks and the delays?  How smoothly does it look that you will be achieving your savings forecast?  I do not know.  Who would like to come in first on that?

Ron Dobson (Commissioner, LFEPA):  In terms of the implementation of the plans, the station closures and the pump changes and the other changes in terms of the front line take place on Thursday of this week.  At 9.30am on Thursday morning all those changes go into place.  We have a very detailed plan for making that happen and making sure there are not any hiccups or any problems with that.  Therefore, I am very confident that the change will take place without too much difficulty on Thursday morning at 9.30am.  That part of the change will then be done.

We are obviously anticipating some demonstration things at fire stations but we have been speaking to the Metropolitan Police Service in terms of managing that appropriately and I am confident the change will take place.  All staff that need to change locations - and there are some 550 staff that need to change their stations or go to different locations - have all been notified and we have done that relatively successfully in terms of the percentage that have their requests of where they wanted to go and in fact about 90 or 100 staff are staying where they were in terms of changes.

Valerie Shawcross CBE AM:  What about hitting the financial targets now?

Ron Dobson (Commissioner, LFEPA):  In terms of the financial target, we are currently anticipating we are going to do this without any compulsory redundancies.  Therefore, we are reliant on natural wastage by people just leaving the service or retiring over the next 12 months to hit the financial target.  We are planning to hit that, although we will need some assistance in the first year up to 2014/15 to actually deal with the additional establishment we have had because it will take time for people to leave the organisation.  We are, however, taking a report to the LFEPA Resources Committee on 20 January with a proposal around a voluntary redundancy scheme which may assist us in hitting the financial targets sooner next year than perhaps we might have otherwise done.

Valerie Shawcross CBE AM:  Is it not the case that there would be fewer redundancies by the end of the financial year because of the delays about the argument, the debate?
Ron Dobson (Commissioner, LFEPA):  Yes, we asked for expressions of interest last year for people who were interested in voluntary redundancy just to see what the interest would be.  At that time, on the basis of the potential for the Department for Communities and Local Government to increase the offer, we might have been able to offer better than the statutory minimum to people going to voluntary redundancy.  That has not come through.  In the meantime, people have been retiring anyway.  Some of the people that said initially last year they were interested in voluntary redundancy have retired in the meantime anyway and people do continue to retire at the moment.  This has reduced the number of people that we need to leave the organisation.
Valerie Shawcross CBE AM:  Do you have any idea off the top of your head how many of the redundancies will be achieved by the end of March this year?

Ron Dobson (Commissioner, LFEPA):  Subject to agreement on 20 January, we should be able to achieve 85 redundancies by the end of the financial year.

Valerie Shawcross CBE AM:  How much contingency has been built into the savings plan?  How tight is it now?

Ron Dobson (Commissioner, LFEPA):  The plan itself would achieve the financial targets that have been set by the Mayor, the budget for next year.  Subject to the slight overspend if people do not leave in time are carried on next year, we will hit the financial targets next year.

Valerie Shawcross CBE AM:  Is there any variance likely?  We have just heard the Metropolitan Police Service talk about things massively rollercoastering within the space of a week.  Is it a more controlled process at LFEPA?  Not to insult your colleagues.
Sue Budden (Director of Financial and Contractual Services, LFEPA):  Yes. Reducing the establishment - the establishment will go down on 1 April - but the actual number of staff will take longer and that is our biggest risk.  We have not built in our own contingency to cover that and we are talking to the GLA about having more assistance, but otherwise the budget submission that we put in November or 10 December set everything out in detail.  We had a small gap to close, £1.4 million and the report that will be put through meeting of LFEPA in January will close that £1.4 million if it is accepted.  They are non-contentious items.  Therefore, we should be all set for next year.

Valerie Shawcross CBE AM:  Have you requested special financial assistance from the Mayor to actually enact the redundancies?  You talked about the establishment.  You hit the establishment level on 1 April and then there will be some lag in people actually going off the books.  Have you requested financial assistance to help with that?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  We have had conversations at an officer level, we have flagged in all the reports that we have put through meetings of LFEPA that there will be this gap in the first year, and the GLA have indicated they would be minded to help us with it, but we have held off finally putting that into place until we have been to LFEPA and said, “This is exactly what the numbers are”.  The figure that we have put in reports to date has been around £7.7 million, which is the total value if everybody went through natural wastage.  Our hope is that through the voluntary severance process we can bring that down, and when we get that number then we will have a more formal discussion with the GLA.

Valerie Shawcross CBE AM:  The final figure will be below that rather than the variance going all the way.  We notice that there are quite high sickness rates, particularly in the control and operational staff.  Is there a problem generally in the organisation with morale and the impact of all of this?

Ron Dobson (Commissioner, LFEPA):  As per discussion with the police earlier, there are always questions around morale, and some people would argue it is low in the brigade, and certainly I would like to improve morale, but you need to recognise we have been going through a very long period of change.  We changed firefighters’ shift patterns back in 2010 and there is a difficult dispute going on with central Government around firefighter pensions which is actually having a much bigger effect on morale than anything we are doing more locally.  My understanding and my view on it is, at those stations that are up for closure or for losing a pump, then maybe morale is affected at those stations.  At the rest of the stations actually that is not having a great deal of effect on morale.  The pensions dispute with central Government certainly is and that is making a big difference.

Valerie Shawcross CBE AM:  Do you think that has had a particular affect in London because there is some differential in the offer, is there not, to the rest of England?

Ron Dobson (Commissioner, LFEPA):  To some extent firefighters in London feel they are being treated less fairly than those outside of London because the London weighting effect on the actual cost of increases means that London firefighters pay more than those outside London.

Valerie Shawcross CBE AM:  What is that differential?  How much more will they be paying?

Ron Dobson (Commissioner, LFEPA):  Can I give you that later?  Certainly there is a percentage difference in terms of the banding.  The increases in the pensions are banded and London firefighters are in a band above the rest of the country, but I would need to actually get the detail for you and provide you with that information.

James Cleverly AM (Chairman, LFEPA):  With regard to morale, it was picked up by the Commissioner that there are almost three separate elements.  There is the national dispute, which obviously will have an impact on all firefighters and, as discussed, it has a slightly more acute impact on London firefighters.  That is one element of it.  There is the localised and immediate impact of the station closures on the firefighters that are having to move, be posted, either change watches or change stations, and obviously we are well aware of the impact that has and we have tried very hard to mitigate that in terms of keeping firefighters informed as early as possible, being as flexible as possible with regard to postings, and, as the Commissioner said, we are very pleased by how well the reposting process has gone thus far.

Then there is the broader more general, and actually in that regard we are in a very good place.  I did not hear the full discussion but I know part of the discussion with the Metropolitan Police Service earlier on was about attrition rates of police officers and staff turnover rates.  Actually, if you look at the long-term trends in the fire brigade of both fire and rescue service and uniformed staff, we have a very good record on staff retention and obviously that is a key indicator of long-term morale.  Our staff turnover level is very low, one of the lowest in uniformed services in London, and probably one of the lowest in either the public or private sector and that is a very strong indicator that the general morale levels in the fire brigade are actually very good.

Valerie Shawcross CBE AM:  The sickness levels seem to be higher though in the control staff.  Do you know why that might be a particular problem?

James Cleverly AM (Chairman, LFEPA):  We need to be a bit sensitive because the number of control staff is quite small and I do not want to drift towards individual cases, but there are only about 100 people in control and a relatively small number of long-term sickness cases have a very disproportionate effect on those figures.  While the numbers are slightly different, a similar situation exists with the frontline firefighters.  If you take from those figures ‑ and I cannot do the maths off the top of my head ‑ the relatively small number of long-term sickness cases who have subsequently left the brigade both in frontline firefighting and in control are just above what our target levels are by less than 1% in each case.

Valerie Shawcross CBE AM:  Therefore it is an anomaly, really?

James Cleverly AM (Chairman, LFEPA):  Because the numbers are relatively small, they are quite heavily skewed by a small number of long-term sickness cases.

Ron Dobson (Commissioner, LFEPA):  It is important to say as well, on the operational side, our short-term sickness is actually below the target.  It is the long-term sickness that is the problem in terms of the time it takes to actually get people from the organisation who are never going to come back to work.  There is a whole range of procedures we have to go through that are laid down by the pension regulations and that impacts on how long people are in the sickness pool, which means our figures are therefore behind.  As far as the short-term is concerned, which I would probably argue is a better indicator of morale issues about people just taking days off here and there, we are actually doing quite well.

Valerie Shawcross CBE AM:  Therefore the long-term sickness suggests that the target is an issue rather than anything else.

One of the things that I know the fire brigade had press coverage for over the Christmas period was finally the policy has been instituted of charging for false alarm callouts for the really severe offenders.  It is locations that have a false alarm ten times in a year, which were 403, according to the data I have here, in the last year.  Do you think the false alarm penalty charge is going to actually help drive down the false alarm calls or do you just see it as a future income stream?

James Cleverly AM (Chairman, LFEPA):  The explicit desire ‑ and I am very conscious that I am sitting inside the building that introduced the Congestion Charge ‑ of this is to stimulate behavioural change.  This is not designed to be a significant or long-term income stream for the fire brigade; it is about getting the building owners and managers to change the way they manage their automatic fire alarm systems.  As I was quoted as saying, what we want to do is not to have firefighters zipping backwards and forwards across London to the same location to reset automatic fire alarms sometimes two or three times a week to the same estate; that is what we are trying to drive.

There will be a period where some of these organisations are having to pay us some money, significant amounts of money perhaps in some cases, but it is envisaged that will then stimulate working with the brigade proactively in how they drive those fire alarms.  Therefore, it is not viewed as being a significant or ongoing revenue stream.

Valerie Shawcross CBE AM:  Would I be correct in saying there is a very large number of hospitals represented in that figure?

James Cleverly AM (Chairman, LFEPA):  There is.  They tend to dominate the upper end of the numbers of calls that we get.

Valerie Shawcross CBE AM:  You just explained it is not really an income‑generation exercise, but are you looking at any other income-generational opportunities?

James Cleverly AM (Chairman, LFEPA):  We are in general.  The Commissioner can probably go into a bit more detail.  There are opportunities.  My natural instinct is that where there is an opportunity to generate some revenue doing what we do naturally and expertly, then that should be looked at.  I am always a little bit cautious and it was touched upon with your question about maintaining estate ownership.  What we do not want to do is have the London Fire Brigade suddenly try to become something different like a property developer or a technical consultant.  We do what we do.  We have a primary purpose.  If there are ways of generating incremental revenue as part of the delivery of that core pool of activities, that is fine, but it is a bit of a dangerous game to play if you try and become a quasi-private sector business.
Valerie Shawcross CBE AM:  Do you have your sights on anything?

Ron Dobson (Commissioner, LFEPA):  Sure, I completely agree with that.  Some fire and rescue services outside of London have gone quite aggressively into the commercial market and tried to attract business around fire risk assessments and all sorts of things.  My professional view is that we have enough to do actually keeping London safe and improving the safety of Londoners rather than generating income in that way.  However, there are some naturally occurring opportunities that come from time to time.  I have been approached in the last six months or so by a few companies that are setting up the sorts of consultancies and generating the sort of business where they would like to use us as support to them in terms of expertise and advice, etc, which could generate an income stream, which could be important to us, without us actually having to go out and actually seek business in that way.  Therefore, it is a slightly different way of getting into the commercial market with less risk attached to it for LFEPA as well.  As a result of that, I have asked Sue [Budden] to start looking at the way in which we might set up a trading arm to deal with that sort of business rather than having an aggressive approach and going out and trying to generate business.

John Biggs AM (Chairman):  I have one tiny question.  Redundancy costs are charged to revenue or capital?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  Revenue.

John Biggs AM (Chairman):  You have the option to capitalise?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  We can apply to the Secretary of State [for Communities and Local Government] to capitalise them, yes.

John Biggs AM (Chairman):  Thank you very much.
Darren Johnson AM:  This is about the fleet replacement and then, in the light of the private finance initiative (PFI) contract not being pursued, what are the implications of the fleet replacement programme no longer being provided through a PFI?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  It would depend on the route that the authority decides to take in March.  We are going through the re‑procurement process at the moment but as part of that we are looking at an in-house option.  If we do award a contract as a result of that, the only change will be that the ownership of the fleet will return to us and the financing of the fleet replacement programme will return to us.  Everything else in that instance would remain with the contractor, so they would maintain the fleet and they would also do all the procurement around the new vehicles.  Obviously, if we did decide to bring it back in-house, then every risk associated with fleet management would return to us, therefore it depends where they get to in March.

Darren Johnson AM:  Compared to the old PFI contract, how much does LFEPA expect to save through taking ownership of the assets?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  We expect to save, as a result of the financing costs being cheaper.  Notwithstanding the fact that when we initially went to the market it seemed that there is no PFI interest in this type of contract, even if there were, those financing costs would be much higher than the finance that we can access ourselves.  Our modelling shows that we would save between £9 million to £12 million over the remainder of what would have been the contract to 2021 through our own financing.  What the overall saving will be will depend on how the contract prices come back in.  Whatever we think of AssetCo, the contract proved through the termination process to be commercially quite advantageous to us, and whether we can repeat that pricing, this is what the tendering process is about.

Darren Johnson AM:  What are the risks of the new approach?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  If we do let a contract, the risk around availability and the quality of the fleet would remain with the new contractor.  The ownership would return to us, which, given the experience over the last two years, we would probably see as beneficial.  While the terrible things that were suggested never came to pass, there was that moment when AssetCo were struggling and we did not actually own those vehicles, and we did have a few wobbles when we wondered whether we would still keep access to them, therefore bringing the ownership back to us will take that risk out completely.

If we bring it all in-house it will be a changed approach.  Whatever anybody thinks about outsourcing, you do have very immediate mechanisms to pursue a supplier if things are not happening, whereas if you are doing it yourself it can be harder sometimes to make sure you are hitting the performance indicators.  We just have to look at that if we decide to bring it back in.

Darren Johnson AM:  In terms of the outsourcing options, what elements of the programme are you looking to outsource, fleet management and maintenance only, or the actual procurement and replacement of the assets as well?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  It is the latter; it is the management, the maintenance and the re-procurement, and it would be everything we get under the contract that we had other than that we would provide the financing for the fleet replacement process; that is what the specification sets out.

Darren Johnson AM:  Therefore an in-house option in terms of the procurement of the new vehicles is not being considered?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  No, the procurement of the new vehicles is included in the specification, but we have a total in-house solution that we have priced up so that will be on the table in March as well.

Darren Johnson AM:  A total in-house and a total outsourced non-PFI option are the two things on the table and they will be compared?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  Yes.

Darren Johnson AM:  What is the current state of the fleet?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  We do not have any issues with the fleet at the moment, so it is in an acceptable state, operating normally, and we do not have any issues outside of normal maintenance and repair.

Darren Johnson AM:  There have not been any issues then in terms of delays to the replacement programme because of the problems with AssetCo and then the replacement contract and so on?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  The replacement schedule that we put in place at the start of the contract, back in 2000-and whatever it was, was attached to the Volvos, which we no longer have on the fleet anymore.  The Mercedes have proved much more reliable, therefore we are not seeing any issues around usage or availability even though we are extending the replacement programme slightly.  Therefore, we are thinking now, as we go into the new process, we probably would have a longer life on the fleet anyway because its quality is of a much higher standard.

Darren Johnson AM:  I do think, if anything should act as a cautionary tale about the inflexibility and the problems and the disadvantages of PFI, this could be quite an interesting case to view.  Would you concur with that, Sue?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  I would agree with that, yes.

Ron Dobson (Commissioner, LFEPA):  Just on the vehicles, one of the good things about the contracts was actually the vehicles that they procured on our behalf were really good vehicles.  The Mercedes that we have at the moment, which we start replacement of in May next year, having been delayed as a result of this, the fact is those vehicles, the bodies are always intended to go on to separate chassis anyway, so ‘rechassising’, the bodies are plastic and really perform very well.  One of the benefits, it was not planned for, but is a benefit we will get, is that the new vehicles now are coming in 2016 rather than 2014 mean that the new vehicles that we get, once we get into a new contract, will actually be Euro 6 compliant, which has a much greater environmental benefit than what we would have been able to do had they started coming in May this year.  It is an unintended consequence, but it is actually a positive one.

Darren Johnson AM:  The delay actually means better environmental performance?

Ron Dobson (Commissioner, LFEPA):  Yes.

John Biggs AM (Chairman):  As I understand it, there is a very lively secondary market in former London fire appliances.  You find them all over the world.

Darren Johnson AM:  They can follow the bendy buses around.

Stephen Knight AM (Deputy Chair):  Just in terms of LFEPA’s capital programme for the next year or two, the replacement of the mobilisation system is another key feature.  I wonder if you could tell us what the timetable and costings are around that programme.
Ron Dobson (Commissioner, LFEPA):  The mobilisation system will be replaced and go live in July this year.  I do not have the detail, but we are certainly on target to do that within budget.

Sue Budden (Director of Financial and Contractual Services, LFEPA):  The amount set aside for that for next year was £6.1 million.

John Biggs AM (Chairman):  We had evidence the other week that the fire control and despatch system is a sort of Stone Age system compared to the police and ambulance services’.

Sue Budden (Director of Financial and Contractual Services, LFEPA):  No, not at all.

Stephen Knight AM (Deputy Chair):  I think the current system does not talk properly to the police and ambulance systems.

James Cleverly AM (Chairman, LFEPA):  It is a good system, but it is not as easy in terms of its interoperability as between police and ambulance currently.

John Biggs AM (Chairman):  I am really pleased to have my misunderstanding corrected there.

Valerie Shawcross CBE AM:  When do you expect to have sold off the ten fire stations that have been closed?

James Cleverly AM (Chairman, LFEPA):  That is a difficult question to give a completely accurate answer to, as you can imagine.  If we start perhaps as a comparative with 8 Albert Embankment, the structure of that disposal at 8 Albert Embankment is significantly more sophisticated or complicated than the likely disposals for the ten fire stations that are closing as part of LSP5, therefore the expectation is that the kind of things that have caused the delays at Albert Embankment should not be applicable, it will be quicker.

Valerie Shawcross CBE AM:  What is the target time, given that you are in the hands of the market to some degree, but when do you expect to have sold them?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  The strategy is to look at different disposal approaches for different sites, but the unconditional disposals where we just sell them, we do not sell them with planning, we would expect to complete those this year, so put them to the market this month.
Valerie Shawcross CBE AM:  How many of the ten?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  At the moment we think there are four that will definitely go unconditionally.  One obviously, Knightsbridge, the landlord has first call on taking that back and the others at the moment we are thinking would go as conditional disposals, but we are planning on asking the market what is the best route, so we could actually test what is the differential in price we could get.  We are obviously very mindful of the lessons learned and still being learned through 8 Albert Embankment, therefore there is something around getting the cash in quickly rather than hanging out for something that may in the event not be achievable.

Valerie Shawcross CBE AM:  What will the capital receipts be used for?  Where is it going?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  We are taking a paper to the Resources Committee in January that sets out all the available options and we have tried to do it by what is the best return and the best return looks like replacing borrowing for the capital programme.  Similarly to the Metropolitan Police Service, our central Government support for the capital programme is almost gone; they have reduced the total pot for fire to £45 million nationally that you have to bid for, and if you are successful in your revenue support grant settlement you are not normally successful in your bids for capital funding, therefore we think for 2015/16 there will be no central Government capital support at all and therefore these receipts will help us run the capital programme more cheaply without having funding.

Valerie Shawcross CBE AM:  All right.  Therefore, it is going to be used directly on the capital stock.  Is the capital programme that you have for the future very dependent on receiving the targets for this?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  We have not actually factored the receipts in.  If you look at the programme that is in the Mayor’s consultation budget it does not include these receipts, but as our funding falls off, so our revenue costs go up, so yes.  Also, we are tied into the fleet replacement programme as well; these receipts will really, really help us with what we need to do going forward.

Valerie Shawcross CBE AM:  What is approximately the global financial target for the disposal of these ten stations?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  The high-level figure that we are working to is £50 million but that has obviously not been subject to any kind of market test at all.

Valerie Shawcross CBE AM:  Yes, thank you.

John Biggs AM (Chairman):  OK, that is not a signal to bidders that they can have them for £5 million each?

Valerie Shawcross CBE AM:  They are very different buildings, are they not?

John Biggs AM (Chairman):  There is an important question about how this fits into a wider strategy.  It is a bit like the conversation we had with the Metropolitan Police Service, so we do not have to go over all of that again.  Obviously you take the view that a receipt, which forgoes the need for prudential borrowing and repaying, is wise, but in terms of the profile and getting the right, structured deal to maximise receipts, it may be you have to juggle that around.  Do you have a strategy for that?  Do you have a disposal strategy, which is going to maximise receipts?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  Yes.  it looks at whether we say that we sell them conditionally with planning, because they have great alternative use or sell them unconditionally.
John Biggs AM (Chairman):  Have you looked at wider GLA objectives?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  Yes, we are looking to see if we can use the London Development Panel as part of this, because that would ‑ where you do it subject to planning ‑ cut out any need to go out to tender if you just do a mini‑competition from those developers on that panel.  Therefore, we will be looking to see if we can use that.

John Biggs AM (Chairman):  OK, you want as many of them to go to residential as possible?

Sue Budden (Director of Financial and Contractual Services, LFEPA):  As I understand it, the panel has to be 51% residential, therefore there is some flexibility.
John Biggs AM (Chairman):  In the current market, yes.  OK, can we thank you very much for your answers.

