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Gareth Bacon AM (Chairman):  I would now like to welcome our guests.  We have, from left to right as I 

see it, Patrick Doig, who is the Divisional Finance Director of Surface Transport at Transport for London (TfL); 

Graeme Craig, the Director of Commercial Development at TfL; Simon Kilonback, the Chief Finance Officer at 

TfL; and Shashi Verma, who is the Director of Customer Experience [Director of Strategy and Chief 

Technology Officer] at TfL.  Thank you gentlemen very much for your time this morning.   

 

The context for this investigation is that TfL are facing probably the most challenging financial circumstances 

in their history and are forecast to lose around about £968 million in this coming financial year, but are 

projecting themselves that they will return that to surplus by 2021/22, which is very ambitious.  The first 

question I will ask - I will probably start with Simon but other guests may like to chip in - is how confident 

you are in your ability to deliver the Business Plan and break even by 2021/22. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Over the course of the last three 

years since the 2015 Spending Review, when the Government announced that it was reducing its direct 

funding of TfL from about £850 million to zero, and since the mayoral elections, we have known that we were 

going to have about £1 billion deficit in this financial year.  Over the course of those three years we have 

been planning to modernise our organisation, make it more efficient and more effective and put in place the 

measures to turn that £1 billion deficit into a surplus by 2021/22.   

 

Over the course of the last two years we have successfully reduced our operating costs on a year-on-year 

basis, firstly by £153 million in 2015/16 and then again on a like-for-like basis last year where we secured 

£398 million in savings embedded in the budget and then a further £215 million of in-year savings.  At the 

moment we have about £400 million of recurring savings that have already been secured and we are 

confident that the plans are in place to secure the further savings required to turn that -- 

 

Gareth Bacon AM (Chairman):  That £400 million, you say it has already been secured.  Is that taken off 

the £968 million you are expecting to lose this year, or is that an addition and if you had not saved that 

£400 million it would be a £1.3 billion deficit? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We have already banked those 

savings in the budget that is here this year but it carries forward in future years.  Over the course of the last 

two years the measures that we have put in place have started to realise savings in past and future years.  The 

cost of delivering such a large modernisation programme is largely borne in the first two years. 

 

Gareth Bacon AM (Chairman):  Just to clarify the point I just asked about, the £400 million that you said 

you have banked is not included in the £968 million you are forecasting to be in deficit at the end of this 

year? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  It is included. 
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Gareth Bacon AM (Chairman):  Is that deficit actually £500 million then? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  No, the deficit is £968 million.   

 

Gareth Bacon AM (Chairman):  It would have been £1.3 billion if you had not made £400 million in 

savings? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  It would be larger than that if we had 

not made those savings. 

 

Gareth Bacon AM (Chairman):  Fine.  That is fine.  What I was trying to get to is that the gap you have to 

close is £968 million.  Everything is on top of the £400 million you have already banked.   

 

Sorry, Simon.  I interrupted you.  Carry on.   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The process of putting together a 

Business Plan and then turning it into an annual budget sees us goes through a rigorous process of challenge 

with the Mayor and the TfL Board.  We have completely granular plans in place to deliver the savings 

budgeted for 2018/19 and we have high-level plans that we are working on to deliver further savings in 

future years.  That is what you would expect when you set out on a five-year plan, that in each year the 

budget is the core promise for the following year and where you would expect the level of confidence over 

the savings to be extremely high.  The work continues from then on if you are targeting recurring savings 

such that it will deliver the Business Plan over the five-year period.   

 

Gareth Bacon AM (Chairman):  OK.  The original question was how confident you are.  How confident are 

you? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  I am confident that we have the right 

team in place and the right plans to deliver that operating surplus.  We have demonstrated over the last two 

years our ability to reduce costs and to keep inflation and other factors under control.  I am confident that we 

have also, in the course of last year’s Business Plan, taken a much more cautious view about our income and 

the other elements of our Business Plan going forward such that we now understand that when we put 

Business Plans and budgets together it is highly likely that our income, which is driven largely by external 

factors, may vary by 2% to 3% every year.  We have to allow for that in building our Business Plan.   

 

Gareth Bacon AM (Chairman):  The short answer to the question is that you are confident that you will 

deliver the surplus by 2021/22? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes.  We acknowledge it is 

challenging but we are confident we are going to do it. 

 

Gareth Bacon AM (Chairman):  You are confident, OK.  We are going to do a slightly deeper dive into 

many of the things that you mentioned there.  The first, of course, is on the income side, and the majority of 

your income comes from fares.  Assembly Member Cooper is going to lead on that.   

 



 

 

Leonie Cooper AM:  Yes.  It is very interesting, what you are saying about feeling confident about the more 

cautious forecasting that you are doing on fares, because the figures that we have looked at show that 

previously the forecasting has been - I think it is fair to say - completely inaccurate since 2013 and in no year 

has the figure that you forecast for income from fares been achieved.  Obviously we have the figures up to a 

certain point but we cannot see the figures as yet for 2018/19.  How are fares holding up against your very 

cautious forecast for the first couple of months of 2018/19? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  So far we are in line with our budget 

for the year. 

 

Leonie Cooper AM:  Which is obviously reduced from previous levels. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  As I said in my previous response, as 

we have shown on pages 18 and 19 of our budget document, the forecasts for the factors that underpin our 

fares from the various institutions that make those forecasts vary by as much as 2% or 3%.  That difference 

we have to take into account going forward.  Our expectation is that we will have to potentially adjust the 

numbers we publish in the tables to adjust to the outcome being 2% to 3% different from the number that is 

projected.  That is just the nature of the underlying economic forecasts that we use.   

 

Leonie Cooper AM:  Given the economic impact on income that you have just alluded to, what is the plan if 

the forecast proves to be inaccurate again and is showing an anticipated higher income when fare income is 

behind? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  In the last financial year, when the 

fares undershot what we had expected, we found £215 million of in-year savings to ensure that we came back 

to and exceeded our net operating surplus for the year.  That is what we are fully focused on as an executive 

team and Board.  We continue to identify through our internal processes the contingency levers to allow us to 

do that should we need to do so again.   

 

Leonie Cooper AM:  If fares are behind forecasts then you will be looking for further savings? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Absolutely.   

 

Leonie Cooper AM:  OK.  We have discussed the fares freeze, which was announced by the Mayor before he 

was elected in his Manifesto in 2016.  The estimate was that that would cost £640 million over the mayoral 

term.  Is there any update on that estimate?  Has the cost gone down because the amount of income overall 

has gone down, or has it gone up in terms of the overall cost? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  That 

forecast was based on assumptions about future inflation.  Inflation has been higher in one year, lower in 

another year.  So far we are in line with it.  When we finish the four-year period that number will end up being 

whatever it is based on the inflation outcome we end up with.  At this stage we have no reason to believe that 

it is going to be very far from the £640 million we were forecasting.   

 

Leonie Cooper AM:  You still think £640 million is what the cost of the fare freeze will be? 

 



 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes.  

That is over the four-year period. 

 

Leonie Cooper AM:  Yes, I understand it is over the four-year period but obviously we are now halfway 

through the four-year period, which is why we are interested in the question.   

 

Let us say the Mayor decides that he wants to go with the same fare freeze policy for his next Manifesto, 

assuming of course that he decides he wants to run again, which I think is fairly likely.  What would be the 

impact of another four-year freeze on TfL’s finances? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We have 

not worked out those numbers.  Again, those numbers would be very much driven by what underlying rate of 

inflation there is.  If there is zero inflation and there is a fare freeze -- 

 

Leonie Cooper AM:  But you have not modelled the impact? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  No, we 

have not modelled the impact. 

 

Leonie Cooper AM:  Is that something that you are planning to model some time soon? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We 

model a lot of things.  That is not something we have modelled because we have not been asked to but it is 

something we can do if needed. 

 

Leonie Cooper AM:  It is not something you have been looking at, Simon? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We planned on the basis of the 

agreed assumptions with the Mayor so far and those are the instructions around the Plan.  What we do in the 

Plan is look at scenarios of what we would do if the income were higher or lower for any number of reasons.  

It could be a decision to continue the current policy on fares; it could be due to a lot of factors.  It is about 

what we would do if income were higher or lower than where we are today.   

 

Leonie Cooper AM:  Sensitivity analysis? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes. 

 

Leonie Cooper AM:  Thank you, Chairman.  

 

Len Duvall AM (Deputy Chair):  I am just going back to the earlier questions and the answers to those.  On 

a scale of one to ten, where does this deficit fit in the worry factor if you do not meet your forecast?  Are we 

at an eight or nine in your professional opinion or is it a lower figure?  Where are we if you do not hit these 

forecasts that you say you will hit to reduce this deficit?   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  I would say that where we sit today, 

we are very confident that we will deliver the Business Plan.  We are required in law to set a balanced budget 



 

 

every year and we always, in every year, have to respond to whatever circumstances arise and replan and 

reprioritise as a result.  I think the answer to your question is more that a plan is a plan.  The budget is 

something that is legally balanced every year.  I am extremely confident in the budget for this year.  We 

recognise that there are challenges to delivering the Business Plan and we have put in place options to adapt 

to it over time.   

 

If you look at it on that basis we would be a nine out of ten, very confident, on the budget for the year.  Over 

the Business Plan period it would probably be more like a six or seven out of ten because we recognise that 

we do not know what is going to happen in the future.  All we can do is plan for it.   

 

Len Duvall AM (Deputy Chair):  On the basis of that answer, by the time we reach where you are 

forecasting to have reached we might be carrying on with another budget where you can make the figures 

add up and give us a balanced budget but we are continuing with a deficit of this level.  It cannot be healthy 

for TfL to continue to be doing that.  Let us ask the question another way then.  I think there are some alarm 

bells ringing now to a degree but, in your professional opinion, when do the alarm bells ring and when do you 

say to the Mayor, “We might need a different strategy”?  You are forecasting what that would be.   

 

Then the second question.  I think - if I have misheard, correct the Committee - that you said if we do not hit 

these fare forecasts in the coming years that must be one of the big alarm bells and you might need to 

change the strategy.   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Certainly in the context of last year 

we had to examine with the Mayor and the TfL Board the reduction in passenger numbers and the impact 

that would have.  We did, as we have explained, rebase our forecasts for the entire five-year period and we 

did therefore make some decisions about how we would prioritise the 2017 Business Plan compared to the 

previous one the year before.  The £1 billion deficit we have known about for a number of years.  It is nothing 

new.  We have demonstrated every year that we are delivering the level of savings - and more - that we said 

we would.  We maintain that we should be judged on our delivery.  Also, we will continue to deliver on our 

budget for this year and continue to monitor the scenarios for this year’s iteration of the Business Plan. 

 

Len Duvall AM (Deputy Chair):  Accepting that you are delivering on the savings that you are required to 

make, things that are in your control, things that are not in your control are the things that are going the 

wrong way at the moment.  Can we just go back?  When do you start advising the TfL Board and the Mayor 

that there might need to be a different strategy or scenario?  You can always make the figures add up.  The 

deficit is always there.  There are consequences of deficits of this size, are there not?  If we want to paint the 

picture and set the scene for those who might well be listening to this and who are not experienced with that, 

there are consequences of continuing with a deficit of this level.   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Absolutely, which is why we have set 

out a Business Plan to turn that deficit into a surplus by 2021/22.  We maintain that it is the right strategy to 

do everything necessary to deliver an operating surplus by 2021/22 whilst maintaining a safe and efficient 

transport operation.  In the context of this year’s Business Plan and budget and in future Business Plans and 

budgets, and in our regular discussions with the Board and the Mayor, we examine the various different 

scenarios as more evidence comes to light.  We are not in the business of forecasting the economy.  We take 

the Office of Budget Responsibility, the Bank of England and other people’s forecasts and use them to base 



 

 

our own forecasts on.  What we do do is look at a range of scenarios and how we might respond to them if 

factors outside our control mean we need to.   

 

Len Duvall AM (Deputy Chair):  To complete the picture then for this Committee and for those listening, if 

we do not get to grips with this issue and you get your forecast wrong on the things that you are not 

controlling, the bits that you cannot control, we are facing more cuts? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  In the first instance -- 

 

Len Duvall AM (Deputy Chair):  Not just delays in projects, cuts. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  To be clear, we are pursuing a 

strategy of increasing all of our income as much as we can, particularly in Graeme Craig’s area of our 

non-passenger transport income.  We are investing in significantly increasing the contribution of that 

commercial income.  That can help offset some of the pressures on the externally driven side.  The first 

response to any downgrade in our externally driven income is to try to increase the income that we can 

control.  Then we have to look at the prioritisation of what we do and where we spend our money in the 

context of delivering a balanced budget every year.   

 

Sian Berry AM:  Just quickly, to recap on the fares freeze, not all of the fares are affected by the fares 

freeze, only some are, but obviously freezing the fares could have an effect on demand that was going to 

offset the straight loss of income you might see from freezing.  Can you tell us a bit more about what kinds of 

journeys are affected by the freeze, whether or not you have seen them increase more than others and 

whether or not that has been offset?  Will we get - just so I can get all my questions in at once - a final 

estimate of the cost of the freeze at the end of four years that is accurate? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Broadly 

speaking, all the fares that are directly controlled by the Mayor have been frozen and those fares that are 

jointly set by TfL and the train operating companies have not been frozen because they are subject to oral 

agreements by which you cannot freeze those fares.  Things like Travelcard and associated fares have not 

been frozen but pay-as-you-go fares on the Tube and buses have been frozen.  On buses, the Mayor controls 

all fares.  Therefore, all bus fares have been frozen.  That is not the case with the Underground.   

 

In terms of whether we have seen an impact of that, absolutely.  The most measurable impact is that the 

decline in Tube traffic over the last year has been much less than what we have seen on National Rail, where 

there has not been that sort of fares freeze.  If you look at specific ticket types, there is a lot of movement 

between different ticket types that is happening because of the introduction of contactless and things of that 

kind.  People who previously bought Travelcards are now on contactless and so on.  It is very difficult to 

unpick from all of that how much of the impact has been just down to the fares freeze and how much of it 

has been down to other factors.  That impact can only be measured at an aggregate level and at the 

aggregate level we do see the impact from the fares freeze being a positive thing.   

 

Sian Berry AM:  For example, on the Tube the people who would pay a frozen fare are taking, what, just a 

single journey and not taking any other journeys that day? 

 



 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Again, at 

that level it is impossible to figure out what individuals are doing and differentiate that from all the other 

things that are happening on the system.  That is why we can only study this at an aggregate level.  At an 

aggregate level, the decline in demand that we have seen on the Underground is much lower than the decline 

that has been seen on National Rail, where there has not been a similar fares freeze. 

 

Sian Berry AM:  That was not my question.  My question was, “Which fares are frozen?”  It is single journeys 

on the Tube? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  All 

pay-as-you-go fares or single fares on the Tube are frozen, as they are on buses.  Travelcard fares are not 

frozen.   

 

Sian Berry AM:  Caps are not frozen? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Caps are 

in line with Travelcard fares and therefore they are not frozen.   

 

Sian Berry AM:  How many journeys would you have to take to not be frozen, roughly?  Three? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The third 

journey is typically frozen unless you are not coming into zone 1, in which case you may need to make many 

more journeys before you reach the fares cap.  Looked at in a different way, about 70% of pay-as-you-go 

journeys that are made on the Tube are not capped.  Quite a large proportion of journeys that are being made 

are on cards that are not capped.   

 

Sian Berry AM:  You are saying that 70% of Tube journeys are affected by the freeze? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes. 

 

Sian Berry AM:  That is really useful to know.  Thank you.  My final question is: will we get a final 

assessment of the cost of the freeze? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes, at 

the end of the four years.  Again, because it is driven by inflation which is not under anyone’s control, the 

final cost will be dependent upon the inflation outcome we see.   

 

Sian Berry AM:  Thank you. 

 

Gareth Bacon AM (Chairman):  Just tidying up this section, Simon, you said that you are now assuming 

your fares forecast could be out by possibly 2% to 3%.  On the basis of previous experience, you are more 

pessimistic in your forecast this year than the last two.  If you are right, if it is out by 2% to 3% on what you 

are currently forecasting, will you still be receiving more fares income than you did last year? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  If we were out by that level of 

magnitude we would end up broadly in line with last year because of the reasons that Shashi outlined.  A 



 

 

large proportion of fares still have some price increase because they are enshrined in the Travelcard 

agreements with train operating companies and national Government.  There is some level of increase in 

income because of that.  As it was this year, if we saw a 2% decline we would see ourselves broadly flat year 

on year.   

 

Gareth Bacon AM (Chairman):  Not a 2% decline but if you are 2% out on your forecast.  It is not going 

backwards by 2% because I think every year in your five-year Business Plan you are assuming more 

passengers than the year before. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes.   

 

Gareth Bacon AM (Chairman):  That would indicate more income.  I am interested in the impact on your 

income if you are out by 2% to 3% on your forecast and whether that would be more than, say, last year. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  I will 

answer that question but before I do that, can I just correct one point here?  It is true that in the last few 

years we have seen our income being lower than forecast but that has not been the long-term trend.  We 

have had periods where our income has been much higher than forecast as well.  If you look at the period 

between 2002 and 2008, that is exactly what we were seeing.  It is, therefore, important to understand 

exactly what process we follow.  We have a well-established methodological -- 

 

Gareth Bacon AM (Chairman):  Can I just ask you to pause there?  The Members are aware of your 

methodology because obviously we had that briefing where you explained it.  That is not the issue or the 

point, really.  I perfectly accept what you say, that there are peaks and troughs in terms of fares income.  

Sometimes you will sink, sometimes you will rise.   

 

The trend at the moment or over the last four to five years has been lower and the context of that is that you 

have lost the operating support grant from central Government.  You have very little fat left.  Simon said that 

if you were out on your fares income then you would have to make more savings, in response to questions 

from Assembly Member Duvall.  There is a limit to how much of that you can do, I would have thought.  That 

means getting your forecast accurate is now more crucial than it has ever been in TfL’s history.  That is why 

we are interested and that is why I am pursuing this point.   

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  There is 

no mechanism by which this forecast can ever be accurate.  Internally we all understand that there is a range 

of outcomes possible on the forecast depending upon how the economy performs going forward.  The big 

change that we made last year is that rather than taking a mid-level case, which is what we used to do - we 

would take the middle of the forecast from GLA (Greater London Authority) Economics and other people - we 

changed that to a worst-case forecast.  As Simon [Kilonback] said, that worst-case forecast is exactly where 

we are right now.  Over the last two months of this financial year, we are just about at the forecast level.  It 

just means that the economy is not doing as well as the mid-level forecast from six to 12 months ago.  It is 

performing lower than that.  Our cautious approach to fares forecasting has meant that we are not losing 

income compared to our forecast right now.   

 

Gareth Bacon AM (Chairman):  That is good news, clearly.  The caveat to that, of course, is that we are 

only two months into the financial year.   



 

 

 

What I am trying to get to is an understanding of the impact it will have if your forecast is incorrect by 2% or 

3%, which is the figure that Simon [Kilonback] gave.  You make assumptions based on the amount of income 

that you have in terms of spending and other projects, and we are going to get into some of that a bit later in 

the meeting.  If your fares forecast is out, what impact will that have on the future decision-making of TfL?  

That is crucial, really, and that is one of the things that we are trying to get to the bottom of.  To turn a 

£1 billion deficit into a surplus or break even within three years is very ambitious indeed.  Given that 72% of 

your income comes from fares, it is absolutely crucial that you are achieving your fares income at the highest 

level possible.  If you are not then that turnaround is either going to be delayed or it is not going to happen 

at all, which of course has further knock-on consequences.  That is what we are trying to get to.   

 

Given that passenger numbers have been falling year-on-year for the last two or three years, why are you so 

confident that they will rise every single year for the next five? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  If you 

look at the fares forecast, £4.7 billion last year and £6.2 billion by 2022/23, the bulk of that is the Elizabeth 

line.  If you look at the Elizabeth line itself, a large chunk of the revenue, nearly 70% of the Elizabeth line 

revenue, is just transfers from existing National Rail services or the Tube to the Elizabeth line.  The transfer 

from the Tube to the Elizabeth line is already in our account.   

 

The remaining quarter or so of the Elizabeth line revenue is generated revenue.  There has been a lot of focus 

on whether that is accurate or not.  We follow established methodologies for estimating the revenue that 

would come from a new line.  These methodologies have been developed over a very long period of time and 

have been used on previous things such as the Overground, the East London line and, before that, the 

Jubilee line extension and so on.  There are not many opportunities to test whether these models are correct 

or not because that kind of major intervention is only made very occasionally, but the experience from all of 

those interventions has gone into the estimation for the Elizabeth line.   

 

Again, it is a forecast and the actual numbers can be higher or lower than we are forecasting but it is a very 

conservative estimate of what we expect from the Elizabeth line.  That analysis has also been externally tested 

and validated by other people who have found the methodology and the modelling to be robust, but I think 

we all acknowledge internally that it is a modelling outcome and that in any modelling outcome, even if you 

are conservative, the worst-case outcome can always be worse than what you are assuming.  That is why 

Simon [Kilonback] has been saying that we will react if we see any trends in our revenue that are not 

according to our forecast.  That is what we are here to do and that is what we will do.   

 

Gareth Bacon AM (Chairman):  I think the concern the Committee has, though, is about the amount of 

room you have to react.  There is only so much cutting you can do to your operating organisation to 

counteract a failure to achieve fares revenue.   

 

We have just touched on the Elizabeth line and that is the subject of our next section.   

 

Caroline Pidgeon MBE AM:  I would like to get a bit more into some of the demand forecasting, perhaps 

with you, first, Shashi, and then I will bring Simon in.  We know from the briefing we have had previously from 

you and other information that passenger travel is changing and you could say that all the historic models 

that you have used in calculations are outdated now in some ways as people are making fewer trips.  Some of 



 

 

that is around leisure and shopping, from your briefing.  People are choosing to live their lives differently.  

That will have a huge impact on your modelling.  What I wanted to understand is: is there a long-term trend 

in the work that you are doing - I am sure this is your everyday work - of declining trips and what are you 

doing in your modelling to reflect that and make sure it is accurate, so that we do not have this sudden 

problem that our Chairman has been referring to? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The 

observed data is very clear that there has been a decline in trip rates over the last ten years but it is also 

important to unpack where this decline in trip rates is coming from.  Some of the received wisdom on this is 

right, some of it is not right and some of it is unprovable at this stage.   

 

In terms of commuting behaviour, we saw a change in commuting trip rates around the financial crisis ten 

years ago but there has been no change since then.  In fact, commuting trip rates have held constant.  The 

direct reflection of that is in the growth that we still see in peak demand on the Underground.   

 

By comparison, trip rates on leisure, shopping and activities of that kind have been declining for about the 

last four or five years.  The question is whether that is down to people living their lives differently or whether 

that is down to the fact that there has been a wage squeeze of unprecedented proportions going on in the 

United Kingdom (UK) economy.  This is the bit that is unprovable.  What we do not know and what no one 

knows is whether, if wages were to start rising again, would leisure and shopping carry on declining or 

whether they would start increasing.  Some of it is structural change.  For example, online shopping is having 

an impact and will probably carry on having an impact even if the wages were to start growing.  The fact that 

people are not going out to attractions, to museums, shopping or to restaurants and so on may not be 

permanent.  That may be a reflection of just the fact that incomes have been squeezed.   

 

We take all of these factors into account in our analysis and we take a cautious but prudent view of how to 

project these things forward but as I say, some of these are unknowable right now because the effect of the 

wage squeeze compared to structural change in the way people live their lives is indistinguishable right now.   

 

Caroline Pidgeon MBE AM:  I understand the issue around the state of the economy but in some of the 

information you have given us before when you look at the amount of time people spend-- they are still 

spending the same amount of time shopping, they are just choosing to do so sitting on the sofa at home on 

their iPad or whatever rather than out making a trip.  What are you doing to look at that change in 

behaviour?  I think you said before that you were going to consider developing your own periodic time use 

survey to complement the surveys you currently use and you were going to explore different scenarios and 

assumptions that you could use in your modelling forecasts. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Our 

revenue forecasting, including all of those things you have just mentioned, is constantly under review.  In 

fact, we have done quite a bit of extensive analysis over the last year because our actual numbers have fallen 

short of forecasts.  Our conclusion from that is that we need to separate these things out.  There are 

economic factors and there are structural change factors.  The fact that economic factors have ended up 

lower than forecast by independent agencies explains the bulk of the difference that we have seen in demand 

on the Tube and buses.  That leaves no room for structural factors.  Of course there are structural changes 

happening, including things like online shopping, but it is not having a big measurable impact on travel 



 

 

demand separately from the economic factors.  That is why we keep coming back and focusing on the fact 

that it is the economic factors that are really material to our future demand.   

 

Caroline Pidgeon MBE AM:  Are you able to build into your modelling - we were having this discussion 

before as a Committee - that if I am doing online shopping I may not personally be making a trip but there is 

a lorry out there making at least one trip for me?  How are you able to build that in?  It may not be a personal 

trip as such but it is still a trip on the roads to provide a service.  How are you looking at modelling that? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We have 

a reasonable understanding of what is happening in that space.  In the observed data there has been a huge 

increase in light goods vehicles in London.  That is largely a result of online shopping but also other things of 

that kind that are going on in terms of light deliveries.  We take this into account in our forecasts not just of 

what is happening on public transport but also what is happening on the road network in the future. 

 

Caroline Pidgeon MBE AM:  You are looking at how you build that in? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes. 

 

Caroline Pidgeon MBE AM:  That is helpful.  Simon, what is the financial response to this very uncertain 

time with declining trip growth?   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  As Shashi said, the decline that we 

have observed has mostly been in discretionary travel and off-peak travel.  That is what took place last year.  

The response was that we rebased our forecast significantly last year.  On a periodic or weekly basis, the 

Commissioner, myself, Shashi and the managing directors of the major transport divisions monitor our trip 

rates, passenger journeys and income, on a four-weekly basis we monitor our overall performance and 

quarterly at the Board we go into a deep dive on our total performance with the entire TfL Board.  We 

re-forecast substantially every quarter and we also continuously keep everything under review and under 

intense scrutiny so that we can make decisions based on the information we have in front of us.   

 

Caroline Pidgeon MBE AM:  Going back to the point that Assembly Member Duvall was making earlier, if 

you are checking this weekly with the Commissioner this is red in terms of your concerns going forward and 

the sustainability of TfL.   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Given what we experienced last year, 

what we learned was that any normal organisation has to be self-sufficient.  That is the big change for us over 

the last three or four years.  TfL has to be increasingly self-sufficient rather than funded by central 

Government and we need to do the things any normal organisation would do.  That level of focus and 

scrutiny is certainly what I had in other businesses I have been part of in the private sector who were 

dependent on covering their costs from their income and making a surplus for their stakeholders.   

 

Caroline Pidgeon MBE AM:  It is not something that TfL historically has done because of relying on 

Government subsidy? 

 



 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We have always done it but the level 

of scrutiny of it has obviously been heightened over the course of the last couple of years as the proportion 

of funding that comes from our own sources is significantly higher than it has been in the past. 

 

Caroline Pidgeon MBE AM:  Thank you.  Let me move on to the Elizabeth line.  You have already started to 

touch on it.  This is a huge new project and it is still a risk.  It is in the final stages but it is technically very 

challenging going forward.  You are budgeting £151 million of fare revenue for this financial year and it is 

only going to open in December.  Will the Elizabeth line launch on time and what would be the threat to your 

budget if it does not? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  To start with, the £151 million 

includes the services we are already running.  We took over the West Anglia services a number of years ago.  

We have started now running the services from Heathrow to Hayes and Harlington and to Paddington.  Those 

are mainline services we have already taken over.  That income is reflected in the £151 million.  We are still 

confident that the central tunnel section will open in December 2019.  We are obviously giving it the level of 

scrutiny you would expect for such a major project but we are confident it will open in December 2019.   

 

There is not a huge amount of income from the central tunnel section that derives this year.  The main 

income from the Elizabeth line is on full opening of the end-to-end services from Maidenhead to Shenfield 

on December 2019.  In fact, in this financial year the main impact is that we are expecting some abstraction 

from existing Tube lines such as the Central line and the Piccadilly line.  That has been fully built into the 

forecast for the London Underground.   

 

Caroline Pidgeon MBE AM:  If we took out from the £151 million the existing TfL Rail and then the 

abstraction, what roughly is the figure of additional income that you are expecting from new passengers as a 

result of the partial opening in December? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  It is very 

small.  It is only of the order of £20 million or £30 million.   

 

Caroline Pidgeon MBE AM:  £20 million or £30 million? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes.  To 

add to that, if the Elizabeth line were not to open, which is not what we expect to happen, the abstraction 

would also not happen.  If that income did not show up on the Elizabeth line it would show up on the 

Overground on the other side.  The risk to income from a delay on the Elizabeth line is very small for the next 

phase.  There is, of course, more of a risk if the line did not open all the way to Maidenhead and Reading in 

December 2019. 

 

Caroline Pidgeon MBE AM:  OK.  Do you have a figure of, say, if it was delayed by a week, what that cost 

would be to you? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  As I said, 

it is negligible because it is all about transfers from the Underground to the Elizabeth line. 

 

Caroline Pidgeon MBE AM:  You said £20 million to £30 million would be new passengers. 



 

 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes, but 

that is transfers from the Underground.   

 

Caroline Pidgeon MBE AM:  That is transfers from the Underground? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes.   

 

Caroline Pidgeon MBE AM:  What is your figure for completely new income?  Is there none in that 

£151 million? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  There is 

very little net new income at phase 3 of the Elizabeth line.  Phase 1, which was Shenfield to Liverpool Street, 

was all transfers from National Rail.  Phase 2, which is from Heathrow to Paddington, is all transfers from 

National Rail.  Phase 3 will all be transfers from the Underground because the service is going to be running 

in three different sections with the central tunnel running only from Paddington to Abbey Road.  There are a 

small amount of transfers from the North Kent Railway at Abbey Road but it is very small.  It is only when we 

start through-running that the real income of the Elizabeth line starts to come in.   

 

Caroline Pidgeon MBE AM:  So even in the next financial year from April to December, when you are 

effectively running it in three parts, you are saying that you are not expecting any additional income?  

Perhaps you can write to us with some of that detail.  You are obviously predicting some in there.   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We would be happy to do that.   

 

Caroline Pidgeon MBE AM:  We could perhaps clarify that.  That would be useful. 

 

Shashi, you have already touched on the modelling and I realise it is unusual to have a brand new line.  You 

said you used established methodologies for new lines and it has been tested and validated by others.  

Perhaps you could tell us who has tested and validated it, and perhaps you could give us some more 

information on what impact, say, a 1% error might make on the budget. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The 

modelling that is done for the Elizabeth line has been done for a very long time.  The highest-level modelling 

is called LTS, London Transportation Studies.  That is a very strategic model that is used for planning.  It has 

been in use since the early 1980s and has been developed throughout.  Back in the days when I was working 

at Crossrail we benchmarked the LTS model back then with the results of the Jubilee line extension, which 

was the biggest intervention that had been made since the LTS model came in.  Subsequently we have 

benchmarked it against other things that have happened, including the London Overground and the East 

London line extension.  That is a high-level strategic model.   

 

There are other strategic models like RailPlan which then take the outputs from LTS and assign traffic to each 

railway line that has been put into the system.  The models are run with or without the Elizabeth line and you 

see the impact the Elizabeth line can have in both generating but also transferring the money.   

 



 

 

That is the planning model that is run.  That has been benchmarked not just by us but by external 

consultancies.  MVA have been very active.   

 

Caroline Pidgeon MBE AM:  MVA? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  MVA.  

They are an established travel consultancy.  They have been very active in LTS going back 20 or 30 years.  

The work has been done with them.  It is, again, the same model that is used for things like Thameslink and 

other very good projects in London as well.   

 

Simon Kilonback (Chief Finance Officer, Transport for London):  In the course of the last 12 months 

we have asked -- was it the University of Portsmouth? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes.  

That is one stream of activity.  We then look at our own detailed detail that we get from Oyster, contactless 

and so on, and we try to see whether what we are getting from LTS is plausible compared to what we see.  

Based on all of that, our forecasts are done.   

 

In the last year we asked the University of Southampton to come in and do an external review of our 

methodology, our output and also our sensitivity analysis on this.  The reports from the University of 

Southampton were that, by and large, our model was correct.  Not surprisingly, the biggest factors in the 

long-term forecast for the Elizabeth line, as with the Tube, are things like inflation, the economy and factors 

of that kind.  In terms of the take-up that we are predicting for the Elizabeth line, there was no concern 

expressed by the external parties. 

 

Caroline Pidgeon MBE AM:  OK.  If it turned out there was one, what impact would a 1% error make? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Again, 

you have to separate these things out into transfers from the National Rail and the Underground.  A 1% error 

can happen, of course.  That is down to the economy.  About a quarter or maybe about 30% of the Elizabeth 

line revenue is new revenue.   

 

Caroline Pidgeon MBE AM:  A quarter to -- 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  About 

25% to 30%.   

 

Caroline Pidgeon MBE AM:  25% to 30% is going to be new revenue? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  If you 

look at the run rate on the Elizabeth line, which is of the order of 800 million to 900 million once it is fully 

functional and full, in about four or five years’ time, only about one-third of that, 300 million or so, is new 

revenue where there would be a risk, and 1% of that would be 3 million. 

 

Caroline Pidgeon MBE AM:  OK.  Those new passengers, where are they coming from?  Is it that you are 

poaching them from whatever rail company it is running in from Reading, Maidenhead and some of the Kent 



 

 

lines, or are they new people deciding, “I am getting out of my car to make that journey because it is going to 

be so fast”? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Again, 

we have to go back and look at the experience of previous transport interventions including the Jubilee line, 

which is probably the most pertinent one here.  Some of it is direct transfers from other Tube lines or National 

Rail and that is already taken into account because our modelling shows that, but a lot of it is down to people 

changing their behaviour.  That is behaviour in terms of getting out of their cars and onto the Elizabeth line, 

but also choices about where people live and where they work.  That is what the railway enables.  That is the 

whole purpose of the Elizabeth line and that is what we would expect to happen.   

 

For example, an entire area was developed on the back of the Jubilee line that did not exist before.  A lot of 

the journeys that have been made on the Jubilee line were generated by buildings like this one and Canary 

Wharf and so on being built.  There is already a lot of development happening along the Crossrail corridor not 

just in office space but also retail space and housing, which is what will fill the Elizabeth line once it opens. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Part of the original business case for 

the Elizabeth line was to bring a further million people within an hour’s journey time of the central business 

district in London.  The expectation is, as Shashi said, that people will change the choices they make and will 

choose to use that reduced journey time to work or enjoy London’s attractions. 

 

Caroline Pidgeon MBE AM:  What would be helpful is if, when you supply us with just a bit more of how 

you have calculated your numbers around the Elizabeth line, whether you could also put in your predictions 

of people switching from other modes and so on so that we can understand that, and maybe also whether we 

might be able to see this clean bill of health, effectively, that the University of Southampton has given you 

for your modelling.  Thank you. 

 

Gareth Bacon AM (Chairman):  We are now going to move on and look at your longer-term fares 

projections and assumptions. 

 

Susan Hall AM:  Thank you.  May I start with that question?  If I can ask you, Shashi, what are the 

longer-term visions for the fares revenue? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Shall I start with that one? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  In the context of a Business Plan that 

goes beyond the current mayoral term, our current planning assumption is consistent with the national policy 

on fares for the period beyond the current mayoral term.  That is because, as an organisation, we cannot 

predict what might happen in the future and, therefore, we are using the national rail fares assumption 

beyond the current mayoral term as our base planning assumption. 

 

Susan Hall AM:  When we look at the trend towards cycling and walking, there will be an extra 134 million 

journeys made by bicycle, which is an increase of 45%.  What sort of impact will that continued trend towards 

those two modes have on fares revenue? 



 

 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We believe that walking and cycling 

and public transport are complementary to each other and, in fact, what the investment in cycling does is 

help to deliver the mode shift away from private vehicle usage and on to walking, cycling and public 

transport, where the majority of people doing such activities are completing a first or last mile of a public 

transport journey. 

 

Susan Hall AM:  It might stretch further and, if it does, it may take people off the other modes, ie damage 

an income stream.  What work has been done to look into that? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The modelling we do is looking at the 

total journeys within London, public transport, walking, cycling and private motor vehicle journeys, and our 

strategy in the Mayor’s Transport Strategy is to use public transport, walking and cycling to attract people out 

of car use.  Our strategy is all about gaining market share from private vehicle use as a whole rather than 

concerning ourselves overly with whether walking or cycling is taking revenue from public transport. 

 

Susan Hall AM:  Do you accept that cycling is taking people away from public transport? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes.  

Some people who are cycling today were clearly doing something else before and some of them may have 

been using public transport, but the whole purpose of this integrated strategy is to attract people out of 

private motor vehicles into public transport and walking and cycling.  As we know from past experience, any 

space that is made open on the Tube network, for example, at peak times is taken up by someone else.  The 

Tube is the fullest it has ever been during peak times.  Any journey that is taken away from the Tube into 

walking or cycling will be taken up by someone else. 

 

It is also worth keeping in mind that, against the 134 million cycling trips, there are 4.3 billion public transport 

trips.  While there has been a big increase in cycling and that is driven by policy choices that we have made, 

compared to the vast number of people using the public transport network, it is still quite small. 

 

Susan Hall AM:  You are saying that if people decide to cycle, it is fine and somebody else will take up their 

position -- 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes. 

 

Susan Hall AM:  -- which I do not quite get, and that therefore the revenue will not change? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The overall strategy looks at the total 

demand for the movement of goods and people in London, and the interventions and investment we can 

make in increasing capacity on public transport are limited.  Therefore, walking and cycling is part of the 

holistic strategy to cope with the projected increase in population and demand for transport in London as part 

of an overall intervention to have more people using those methods, which are more sustainable than private 

motor vehicle usage. 

 

Susan Hall AM:  At the moment, we are just looking at the financial aspects of this, not the health benefits 

or anything else, but I would have thought that the more people who are cycling in must hit your revenue. 



 

 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Every 

increase in capacity that we have had on the Underground - if you look at the Victoria line going from 28 

trains an hour to 36 trains an hour - over a very short space of time, the line is just as full as it was before.  

The Jubilee line has had an even bigger capacity increase and the line is just as full as it was before.  What 

that shows is that central London is a very attractive place and people are willing to go through a degree of 

pain to get to work in the morning and are willing to endure a bit of crowding.  You do not find this 

everywhere, but in London people are willing to endure crowding to get to work and, if a space opens up on 

the Tube, somebody else is willing to endure that crowding. 

 

Susan Hall AM:  I hear what you say.  On this assumption of increase in business and population, for how 

long are you going to project that?  There will be a saturation point.  It is ghastly getting on the 

Underground, granted, but I would not think, “Well, I will not today because some cyclists are going to go on 

the train instead of me and so I will not”.  We just all plough on there.  How long are you going to predict 

that there is going to be an increase? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The London Plan predicts that there 

is going to be an increase and we base our Transport Strategy off that.  There is a clear global trend of more 

people gravitating to urban centres and London’s population in the London Plan and the Mayor’s Transport 

Strategy is expected to increase from about 8.5 million people today to about 10.5 million by 2040.  The 

expectation is still that London’s population will continue to increase over time. 

 

Susan Hall AM:  How are you modelling for new forms of transport like the on-demand buses to affect 

revenue? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  I am going to ask Patrick Doig, the 

Finance Director of Surface Transport, to pick up that one. 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  At the 

moment, the on-demand bus services that we have seen enter into London have had a very small effect.  We 

would not be able to notice it in our figures.  Although the framework that we have to work with those 

operators was not designed for on-demand transport, it provides a mechanism for working with them and 

ensuring those services are in places where we need that extra capacity.  For example, most on-demand bus 

services are regulated through the London service permit arrangements and that allows us to reject a permit if 

it is not congruent with the Mayor’s Transport Strategy. 

 

What we have been doing is working with operators through that framework to ensure the new services are 

starting in places where the actual capacity is beneficial and can complement our services.  Through that, we 

do not expect to see a significant amount of substitution as long as we get those services operating in places 

where we need that extra supply and it can complement our networks.  In particular, we are looking at the 

possibility of those on-demand services running in outer London, where we could benefit from additional 

connectivity, and there is a potential that on-demand services could provide a better service than regular bus 

services in some cases. 

 

We are proposing a trial and starting a trial and we released the expression of interest last week on that trial.  

That will build our understanding of how on-demand transport works, what type of people use it and what 



 

 

previous trips they were making to understand the impact that that will have.  We will feed that information 

and data we gather from that trial back into our financial and passenger modelling, and so that should help us 

improve our ability to forecast in the future. 

 

Susan Hall AM:  Thank you.  I will go back to Shashi, if I may.  Do you or the Mayor’s office carry out any 

research into public attitude to fare increases?  Do you think Londoners would be prepared to pay more for a 

better service? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We have 

not done any specific research on that recently.  The last time that I can recall doing a survey of that kind was 

probably around 2009.  It is something that is discussed very frequently, including on the front pages of 

newspapers.  The Mayor has taken the view that fares were high.  Especially compared to the fact that 

people’s incomes have not gone up, fares had been going up and, therefore, that is what has resulted in the 

fares freeze policy. 

 

Susan Hall AM:  When the Mayor decided to freeze fares - or the fares that he could freeze - knowing that 

it would have a massive effect on budgets, did anybody warn the Mayor’s office that it would have an effect 

on budgets? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  This was 

part of the Mayor’s manifesto and so this was before the election -- 

 

Susan Hall AM:  Yes, I am aware of that, but I am saying, as a business model, did anybody say, “This could 

cause major problems to the finances of TfL?” 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The fares policy and the amount of 

business rates that the Mayor now has devolved to him to fund TfL mean that whoever is the Mayor has a 

choice about the level of outcome and service levels and investment levels that they can afford to have based 

upon a fares policy, passenger numbers and the amount of business rates available.  Of course, the Mayor 

challenged TfL to become more effective and more efficient and we have demonstrated that we are working 

very hard to do that over the last few years to enable the fares policy to not have such a big impact.  We 

firmly believe, actually, given what we have seen over the last couple of years compared to the national rail 

network and the impacts on people’s discretionary income, that the fares freeze has helped underpin our 

revenues from being -- they are not lower than they would be had we risen fares in line with the national rail 

fare policy. 

 

Susan Hall AM:  It has caused problems with investment. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The reduction of Government grant 

of, on average, £700 million a year compared to, on average, about a £150 million a year of the fares freeze 

has had a bigger impact on investment. 

 

Susan Hall AM:  They both have had an effect. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  One has clearly had a much larger 

impact than the other. 



 

 

 

Susan Hall AM:  Thank you. 

 

Caroline Pidgeon MBE AM:  I just want to pick up a couple of things in terms of thinking of a long-term 

vision.  I realise that you have the Mayor’s vision for fares for this term, but beyond that and what thinking 

you might be doing, are you doing some work around looking at Oyster versus contactless?  Is Oyster going 

to continue in the future?  You have a higher cost, something like 10 pence in every pound, compared to 

under 1 penny in every pound if people use contactless.  Are you looking at incentivising people to move to 

contactless or scrapping Oyster altogether? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We have 

been very clear over many years that Oyster is not going away.  It is here to stay.  That policy is not about to 

change.  It is here and will remain here because there are people without contactless cards, including children, 

and there are people who do not want to use contactless cards because of the way they budget their lives.  

We are not about to take the Oyster card away.  For reasons of equity, despite the fact that there is a 

difference in the cost of providing the service, we are not going to bring in a difference between Oyster and 

contactless prices.  That policy has been well established and there is no talk at all of changing that policy. 

 

Caroline Pidgeon MBE AM:  Is there any work you as officers have been doing to look at this?  To start off 

with, there was a differential.  You got a weekly cap on contactless, which you did not get on Oyster, and that 

will have incentivised some people who use pay-as-you-go to move to use their bankcard.  I am just 

wondering if you have done any work looking at scenarios and how potentially you could generate more 

income from your fares just by getting people to use contactless more? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The first 

thing is that the weekly cap on contactless was at the same price as the weekly Travelcard that was available 

on Oyster -- 

 

Caroline Pidgeon MBE AM:  You had to make a decision in advance on an Oyster card, which you did 

not -- 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  You had 

to make a decision and so there is the issue of convenience of not having to make a choice in advance, but 

there has never been a price differential between Oyster and contactless -- 

 

Caroline Pidgeon MBE AM:  It was a choice which, therefore, some people who do not have a bankcard 

would not have had, which I have raised with you many times. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Yes. 

 

Caroline Pidgeon MBE AM:  I am just thinking, going forward, you are trying to think of how you can raise 

more money.  Is this a way you have been looking into at all? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  It is 

something that is always possible, but the policy decision that we have made is that, for reasons of equity, we 



 

 

do not want to see a price differential between Oyster and contactless.  There are many things that we can do 

to raise fares, but the Mayor’s policy is not to raise fares during this term.  Therefore, we will abide by it. 

 

Caroline Pidgeon MBE AM:  In terms of looking at fares, some of the figures we were looking at in the 

briefing we had before this meeting showed that at peak times, particularly in the morning, numbers still keep 

going up and up.  Of course when you are planning your transport network, you have to have a big enough 

network to meet that peak demand and that often is not needed then throughout the day.  Are you looking 

at how you can spread that peak demand and will you look at considering other sorts of fares, whether it is 

increasing at peak but slightly reducing before the peak, to try to get people to travel earlier to spread the 

load? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We have 

a very active travel demand management unit within TfL and they work very actively on areas where there are 

particular problems with the morning peak, especially when we are doing major works as we are doing at 

Kennington right now.  Again, we can use softer measures like providing people with the right kind of 

information and providing people with alternatives, and that is what we have been doing.  There is more 

information that is available now about -- 

 

Caroline Pidgeon MBE AM:  I am talking about future fares and what planning you are doing. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  On the 

question on fares and around peak pricing, it is worth just unpacking what that means.  The first thing is that 

people’s willingness to change their time of travel is actually quite low.  That is something that we have seen 

not just from the fact that we have a higher peak fare in the mornings and afternoons, but also the 

experience of other cities like Singapore that have done quite extreme things in terms of peak pricing.  

People’s willingness to change that time of travel is very limited.  If you want to change the behaviour of a 

large number of people, the sort of price differentials that we would be talking about would be quite large.  

We also have to keep in mind that the social impact of something of that kind is not good because the people 

with the least flexibility on their time of travel are also typically the people on the lowest incomes.  That is 

one of the reasons why they have not done anything of that kind before and it is unlikely to happen for 

exactly those reasons. 

 

Caroline Pidgeon MBE AM:  It is something you have looked at in the past, but it not something you are 

looking to do in order to meet demand? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We are more likely to look at how we 

can try to stimulate some demand in the off-peak. 

 

Caroline Pidgeon MBE AM:  All right.  Thank you.  That is helpful. 

 

Leonie Cooper AM:  The figures we are looking at show that the peak - and this might be anecdotal but a 

lot of us use the Tube system to try to get to City Hall and I speak as a very squashed Northern line passenger 

coming up from the south - the peak actually seems to be getting more intense.  If you are looking at 

demand management, particularly in that period from 8.00am to 9.00am, when I see signs on the southern 

stretch of the Northern line stations saying, “This is the really busy time.  Please use another time for travel”, 



 

 

it does not really seem to be working.  That peak seems to be getting even steeper.  Is there really nothing 

that we can do to even persuade people to come at 7.45am instead of 8.00am?  It is really very crowded. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  It is not 

getting steeper.  Again, this is something that we keep under very close watch.  The shape of the morning 

peak, which is how many people travel proportionately between 8.00am to 8.15am and 8.15am to 8.30am 

and so on, has not changed in the last 15 or 20 years.  What has happened is that the whole thing has gone 

up as demand has increased. 

 

Leonie Cooper AM:  The number of people who are travelling during that period of time has gone up. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  It is not 

like people do not know that there is a slightly less crowded train half an hour earlier, but people do other 

things in their lives as well, including taking care of children and so on and so forth.  That is the reason we 

end up with the shape of the peak that we do.  Every transport operator would love to flatten that peak and 

have the trains full equally throughout the day, but we serve people and people have other choices that they 

have to make in their lives as well. 

 

Leonie Cooper AM:  The peak is double in the morning than it is at the later peak, partly because the peak 

is earlier on the return journeys; I would say linked to the fact that there is the combination in the morning of 

school plus work.  If there was more variability in terms of the time when people could drop their children at 

school, do you think that has had an impact in making this peak steeper?  There was a period when more 

schools perhaps were allowing people to drop their children off a bit earlier.  Could that have had an impact? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We see 

the impact of school travel much more on buses than we see on the Tube.  There are very few schoolchildren 

on the Tube.  It is the fact that the parents’ lives are partly determined by children going off to school and so 

on.  The evening peak on the Tube is not half the size of the morning peak.  It is smaller than the morning 

peak but not by that much. 

 

Leonie Cooper AM:  Sorry, lower, but not necessarily half. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Clearly, 

anything that would enable people to live their lives a bit more flexibly would be good and would create less 

of this peak in demand for the transport system.  Those things have happened in the past.  The biggest 

impact that happened 50 years ago was when people stopped clocking into work.  That simple fact, which of 

course took 15 years to spread through the entire economy, allowed the peak to spread in the morning, but 

nothing of that scale is happening right now.  If employers were to be a bit more flexible and schools were to 

be more flexible about opening times, that would be a good thing. 

 

Leonie Cooper AM:  Thank you, Chairman. 

 

Gareth Bacon AM (Chairman):  We are going to move on to talk about roads now, which a number of 

Members will want to contribute on, but Assembly Member Berry is leading on that. 

 



 

 

Sian Berry AM:  Thank you.  My questions are for Patrick on this.  I want to talk about roads and congestion 

and all of that, but I will try to stick to what affects TfL’s budget.  We have been talking about fares and how 

we are not getting enough net income from fares, but roads are making a net loss for us.  They cost us money 

every year.  I am looking at the draft results from the last financial year.  It seems like the net loss from roads 

is £411 million.  Is that roughly what we end up spending?  That is the revenue.  Then we also have capital 

expenditure on top of that.  Is that right?  Are roads costing us money and where are we getting any income 

from to cover that? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  It is certainly 

true that roads are costing us money on a net basis.  Our income sources for the road network are relatively 

limited.  There is the Congestion Charge and the other enforcement income streams we have, either enforcing 

the Congestion Charge or enforcing road network compliance, parking in a yellow box or on a red route. 

 

Then our costs in terms of operating, maintaining, policing and making the network safe are certainly higher 

than that.  Over the course of the Business Plan, broadly, on average, our operating costs exceed that income 

by about £200 million.  Then, on top of that, we have the cost of renewing the network, which, at a steady 

run rate, would be about £100 million to £150 million per annum.  In total our Business Plan shows that that 

total deficit in terms of a funding requirement to operate, maintain and renew our roads is between about 

£300 million and £350 million a year. 

 

That is why it is so critical that we are making the case for funding for roads because the Government’s 

support grant was the primary mechanism that we used to fund roads and it has now been taken away.  So 

far, our other access to Government funding for roads - either through the devolution of Vehicle Excise Duty 

(VED) or the other funding streams such as the Transforming Cities scheme or the Clean Air scheme - we 

have not been able to access. 

 

Sian Berry AM:  Where are you getting the money from to close that £350 million gap at the moment? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  At the 

moment, that deficit forms part of the overall TfL deficit and, as we move to break even overall by 2021/22, 

what we will see is that the areas of TfL that make a surplus - primarily the Underground and the Elizabeth 

line - along with the business rates that the Mayor allows us to retain will be funding that deficit on roads 

along with the other parts of the public transport network that do make a deficit. 

 

Sian Berry AM:  Unless we can find some other way of getting money, either from the Government or 

through other ways of raising money from the roads, it will be the farepayers who end up subsidising it rather 

than the Government? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  And businesses through business 

rates, yes. 

 

Sian Berry AM:  Thank you very much.  We have been discussing the VED issue and how the Government is 

starting to hypothecate that nationally the first time in quite a while, creating a roads fund.  Obviously, quite 

a lot of Londoners are paying VED.  We feel - and I think the Assembly does as well and we have written to 

the Government about this - that London should be getting a share of that money just to help close this gap 

that we have on the roads, but they have very firmly rebutted our suggestions.  What is your plan for 



 

 

devolution?  Are there any other avenues we can pursue in terms of getting money either through fuel duty 

or VED?  Are we working with other cities to try to make the case? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  I will ask 

Simon to come in.  There is one particular avenue that the Department for Transport (DfT) is currently 

consulting on, which is looking at a Major Road Network in England.  It is starting to recognise that there are 

other strategically important roads in England in particular, because that is what this is focused on, that are 

not just Highways England’s roads.  At the back end of last year, it launched a consultation on defining what 

it called a Major Road Network, which sat beneath Highways England’s Strategic Road Network, and it 

potentially could allow and redirect some of that road fund to supporting those roads.  It is fair to say that 

most of the roads that it had indicated were part of that Major Road Network were outside of London; for 

instance, no roads inside the North or South Circulars were defined as major roads under that consultation. 

 

We have responded in conjunction with London Councils and the London boroughs with our thoughts about 

that.  We have also worked with some other cities, including Manchester, to make the case that urban roads 

have a different characteristic than rural roads or trunk roads such as motorways and you cannot use 

sustained definitions to work out what a strategic road is in those particular environments.  We responded to 

that consultation earlier this year and we are awaiting the results of the DfT’s response to that consultation. 

 

That could potentially be an avenue for some funding for roads, but under the current framework it will be a 

case of cities or regions bidding for projects that fall under the Major Road Network for that Government 

funding.  It is not the regular ongoing maintenance and renewal of the roads that we need in London and so 

it could be a part of a solution but it is far from a perfect solution and we have made that case to the 

Government. 

 

Sian Berry AM:  Even if we did win the right to bid into the fund, it would still be a defined major project 

and bid for it process rather than just devolved funding that we could use for our deficit? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes.  On that particular pathway, yes.  

There is likely to be a spending review next year and we will be making the case for funding in the context of 

that spending review. 

 

We are also, as Patrick said, working with the other major urban centres and the National Infrastructure 

Commission to help inform the National Infrastructure Assessment, which is due out in the next couple of 

months and which will provide that independent view of the country’s infrastructure needs and the funding 

required to support it for the Treasury to base its fiscal remit on for infrastructure in the spending review.  We 

would be very actively involved with other cities and the Infrastructure Commission on that and that does 

include the parts on roads as well as rail infrastructure. 

 

Sian Berry AM:  Thank you.  The Mayor’s Transport Strategy says that TfL will be investigating new ways of 

doing road charging.  At the moment, we receive from the Congestion Charge around about £300 million or 

just below that each year, and that is a fairly static bit of income, is it not?  As far as I remember, the last time 

I looked at it, it was about the same. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  It has been declining year on year.  As 

a policy tool, the more successful it is, the less income we get from it.  It has been very successful in policy 



 

 

terms and, therefore, is contributing less in terms of income because it was not designed as an income stream 

to support the road network; it was designed to reduce congestion and latterly improve air quality.  We are 

expecting, over the course of this Business Plan, the amount of money from the Congestion Charge to 

continue to reduce, but we have new streams such as the Ultra Low Emission Zone (ULEZ) and the Toxicity 

Charge, which again are policy tools but will contribute some income to helping maintain the road network. 

 

Sian Berry AM:  There are different types and it is very complicated trying to explain the different ULEZs 

and what time they come in and all of that.  Quite a lot of that is not coming in until 2020 and 2021.  During 

this term, what other income do you expect to get from road-base charging in total? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The 

ULEZ in the central area is being delivered in April 2019 and that will start to generate income from 

April 2019.  There is nothing else committed apart from the order that the Mayor signed last week, which is 

what we call ‘ULEZ inner’, which is between the North and South Circular Roads, and that is due to come in in 

September or October 2021. 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  There are 

two features of the ULEZ income.  Firstly, it will decline at a time because it is a tool to increase compliance.  

It is not a sustainable, ongoing income source in of itself.  Secondly, there is a net operating surplus that the 

scheme will generate under our current predictions and that is funding the investment in the TfL fleet that we 

need to improve emissions such as the cleaner buses and the other fleet improvements that we are making.  

There is actually very little, if any, there to reinvest in the core roads and it does not provide that long-term 

stream. 

 

Sian Berry AM:  That makes perfect sense that you would reinvest that to do the thing you are trying to do.  

Therefore, the fairer road pricing seems to be the next thing to look at.  We have had questions from some of 

the Members here about issues about the cordon-based schemes that we have at the moment; the unfairness, 

for example, if you are just outside the new zone and you need to pop in just for one trip for a doctor’s 

appointment, and you pay the daily charge.  We have the same thing going on in the Congestion Charge 

Zone.  There are quite a lot of people calling for a more sophisticated distance-based charge or something 

like and there has been for quite a while. 

 

We have had this published, which is the Integrated Transport Planning (ITP) report that came that TfL 

commissioned, looking at different options for reducing congestion, many of which would bring in income as 

well, and so I just wanted to ask you about a couple of the recommendations in this and how far you are in 

taking those forward. 

 

In terms of a more distance-based, technology-based road pricing model, how far on are you with developing 

that since this report came out? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  I am going to ask Shashi in his 

Strategy Director role. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Even if 

you go back 20 years, which is when various reports were done including the road charging options for 

London, there were many different instruments that were looked at including a cordon charge, an area charge 



 

 

or a distance-based charge.  The Congestion Charge is not a cordon charge; it is an area charge.  If you drive 

anywhere in that area, you pay, whereas a cordon charge would just be a charge for crossing the cordon. 

 

The reason that the area charge was chosen back then is that, at that time, 2001, no one was confident that 

anything more sophisticated could be made to work.  Now that we have seen 15 years of the Congestion 

Charge working, we should not forget that this was quite a difficult thing to deliver back then, but it was 

recognised even back then that this was a blunter instrument than people would like to have. 

 

The ability to move from an area-based charge to something more sophisticated exists now.  Things like 

Global Positioning System (GPS) technology have advanced sufficiently where a different mechanism could 

be used.  However, as we all know, getting something of that kind to be accepted by the people is not an 

easy thing to do.  Technologically, we are now confident that were we required to do a distance-based 

charge, something that is based on distance, time of day, congestion or the area in which you are driving, 

could we make charging work on that basis?  The answer to that is yes. 

 

Sian Berry AM:  You have written up these ideas with a timetable now for TfL to look at.  Is this being 

considered as a number of options?  Politically, it is incredibly sensitive and there is no strong political 

support for it yet, but in terms of practical options, this is a written-up proposal? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  As part 

of my strategy role and as part of my technology role, we are constantly reviewing the art of the possible, not 

just on this but on many other things.  There is not a firm proposal or anything of this kind, but we do 

investigate all the time what we can do with technology not just on road charging but also on signalling and 

various other things.  We know what the art of the possible is. 

 

We also look at what is happening in other cities, principally Singapore, where they are now implementing 

what they call Electronic Road Pricing version 2 (ERP 2), which is going to be distance-based and it is going 

to be based on GPS.  We are in very close touch with what is happening in Singapore as in other cities to see 

what the art of the possible is. 

 

Sian Berry AM:  Are you going to publish anything that people who might be developing policies or thinking 

about the options for the future can look at and see where you are up to with this? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  If you 

want to know what is possible in terms of technology, then, in addition to what we can tell you, it is just 

worth looking at what Singapore is doing because -- 

 

Sian Berry AM:  This is how it would work in London; other implications to do with data protection.  These 

are not the things to discuss during this meeting, but part of the reason it is politically difficult is things to do 

with danger protection and things like that.  This would be worth discussing in a London context and 

something that relates to London.  This report is really valuable in that it looks at the effects of congestion on 

London and the various different options there are for helping to reduce it, some of which are planning and 

are being done, but there is still only a very short section on the options for road pricing.  It just seems like we 

are not any further on than we were two years ago at the mayoral election in terms of what can be discussed 

in public about how it would work in London. 

 



 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We are 

not planning to publish anything right now, but what I can say is, from technology and data protection and all 

those perspectives, we can make this work. 

 

Sian Berry AM:  That is kind of what we were told at the Plenary meeting.  I wonder if maybe we could get 

this discussed in a private briefing like we have done with the commercial side of TfL.  Again, we have not 

been able to discuss a lot of that in public because there are commercial sensitivities.  With this one, there are 

political sensitivities, but it might be useful to get a briefing from you in private. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We can certainly talk about the 

technological aspects of it.  We are not going to -- 

 

Sian Berry AM:  Yes, what is possible rather than what we want. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes.  We are not going to seek to 

address the policy. 

 

Sian Berry AM:  Yes, but we do want to know something about it and - we are in the Budget [and 

Performance] Committee here - the implications for how much it could raise and what a fair scheme would 

be.  All of those things might be worth discussing as soon as possible.  It seems like it has been like that for a 

number of years. 

 

Another question about another recommendation and another option that we have under current powers 

without any devolution is developing workplace parking levies.  Again, Nottingham did this six years ago now, 

it turns out from looking at the dates.  They have had that in place and no assessment of Nottingham’s 

workplace parking levy comes to the conclusion that there is any real downside to this.  What are we doing in 

terms of looking at that and trying to talk to the boroughs?  I know some boroughs are looking at it on their 

own account now and so there must come a point when it is worth talking about having a scheme. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes, we are talking to the boroughs in 

the context of some borough-specific schemes at the moment and we are following with interest what is 

happening in Nottingham and other places, but, again, those are at very early stages at the moment based 

upon thinking about we you might pay for additional pieces of infrastructure, particularly locally.  We are 

talking to some boroughs about that.  Different boroughs have different attitudes to workplace parking 

levies.  It is perhaps one to pick up with Alex Williams from City Planning [TfL]. 

 

Sian Berry AM:  That would be really useful.  One of the benefits of the workplace parking scheme is that 

you are taxing things that stay still.  They do not move around London.  You could have them on a very 

piecemeal basis, in fact. 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  A workplace 

parking levy is a tool that the boroughs would have to implement on a borough-by-borough basis.  It is not a 

policy that TfL could implement, as we understand it -- 

 

Caroline Pidgeon MBE AM:  It is.  It is in the GLA Act. 

 



 

 

Sian Berry AM:  Either the Mayor or the boroughs can implement it. 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  Apologies.  

We certainly offered support to boroughs that were willing to look at it within their boroughs and that has  

been one of the things that we have been concentrating on at the moment. 

 

Sian Berry AM:  The thing that is in prospect is borough schemes and smaller-scale schemes, not a London 

wide scheme of any kind, or even within the Congestion Charging Zone you would not consider that? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  There are no 

firm plans for that at the moment. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  It is not 

something under active consideration from TfL but, as Simon says, there are boroughs that are looking at this 

and we are in discussions with them. 

 

Gareth Bacon AM (Chairman):  From a Budget [and Performance] Committee point of view, then, it is not 

something that we would be considering because any income, if it is done on a borough level, will go to the 

borough, presumably. 

 

Len Duvall AM (Deputy Chair):  Would it?  See, that is the point, is it not?  I do not understand that last 

intervention because it was always clear in the Act for the workplace levies.  If you are in a financial crisis, 

then you have to consider all options.  Are you saying that if there are local carpark levies, then that money 

would go back into the boroughs and not to TfL?  Is that a policy decision? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  That is our understanding, but we will 

certainly take it away and come back to you with a clearer response. 

 

Gareth Bacon AM (Chairman):  OK.  We can sweep that up in the letter that we write to you afterwards. 

 

Sian Berry AM:  The implications seem to be that it might also subsidise schemes within boroughs. 

 

Caroline Pidgeon MBE AM:  That is what I had heard, yes. 

 

Leonie Cooper AM:  Not all parking is provided by specific workplace locations.  There are big private 

operators that have very sophisticated monitoring of who goes in and out of their carparks.  I have spoken to, 

for example, APCOA [Parking], which has all the car parks at Heathrow Airport and also operates in various 

different boroughs across London.  Have you entered into discussions, for example, with them about 

potentially adding a parking levy that would come to you when people are bringing their cars, as one might 

say possibly, unnecessarily into parts of London when they should not be?  Of course, because they can 

identify vehicles with number plates because they use number plate recognition, the levy could be higher if 

people were bringing in diesel vehicles, which we would prefer that they did not, and the same if they were 

bringing in petrol, and it could be lower if they were bringing in electric or hybrid.  Is that something you have 

been looking into with APCOA and other providers? 

 



 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Just to 

be clear, we do not have any powers to put a price on private carparks. 

 

Leonie Cooper AM:  I thought that was what we were saying was a possibility. 

 

Caroline Pidgeon MBE AM:  No, workplace carparks. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  We have 

powers for workplace parking levies in the GLA Act and there is a very different set of powers in the Transport 

Act for the boroughs, but not for private parking. 

 

Leonie Cooper AM:  We would not be able to prevent that in some way or get them to -- if you spoke to 

them, they might be willing to have some sort of system of chargeable levels, which might help your budget 

and driving people away from cars and back into public transport. 

 

Len Duvall AM (Deputy Chair):  All right.  Just to go back, we are concerned about the finances here, the 

pounds, shillings and pence, and then there are issues of transport policy.  I just want to be assured that the 

money being raised by the Low Emission Zone is going to come back directly into TfL for its use either as a 

contribution to, as someone said, cleaner buses or dealing with the potholes on your roads or whatever.  Is 

that the case or is that money going to be diverted back maybe into this building?  Is it TfL’s money that is 

going to be generated by that?  Are you finance people - and I am speaking to you, Simon - holding your 

own on that to try to protect where the money needs to come back into transport for use by TfL?  It could be 

used for mitigation on air quality, accepted, but it stays within the organisation.  Is that what it is for use for: 

transport projects? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes. 

 

Len Duvall AM (Deputy Chair):  That has been agreed?  All right.  My next question is small beer but very 

important in terms of the debate.  Have we resolved, with the Silvertown Tunnel decision, the issue around 

tolling and the thinking on that?  Where are you finance people on tolling versus maybe some other transport 

policy about differential tolling in terms of trying to encourage behaviour?  What I am trying to get at is the 

driver here.  Is the driver to increase funds into TfL to deal with its immediate problems and to fill the budget 

holes that we have that are growing bigger rather than lesser?  What is the driver and where are you in those 

debates?  Never mind politicians coming into it.  Where are you as officers? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  On the Silvertown Tunnel, the 

strategy is very clear.  The toll is there on the Blackwall Tunnel and then Silvertown when it is built to enable 

the Silvertown Tunnel to be taken forward by the private sector to construct, maintain and operate it and 

deliver that piece of infrastructure on our behalf.  There is a very clear financial rationale for the private sector 

to deliver that really necessary piece of infrastructure for us.  The toll has been constructed and will be set at 

a level when we get to the awarded contracts and into construction that will support that contract over many 

years to build and operate the tunnel. 

 

Len Duvall AM (Deputy Chair):  We control that toll? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  We control the toll. 



 

 

 

Len Duvall AM (Deputy Chair):  We control the toll and then the variations on that could happen? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Yes. 

 

Len Duvall AM (Deputy Chair):  OK.  I have one more question, which is separate from that, just 

understanding that, but maybe I will pick it up after Sian’s [Berry AM] question. 

 

Gareth Bacon AM (Chairman):  We will come back to you on that.   

 

Caroline Pidgeon MBE AM:  Just following up from what Assembly Member Duvall was saying, in terms of 

you looking at that tolling, are you also looking at Rotherhithe Tunnel?  Inevitably, if Silvertown goes ahead 

and you are tolling the other two tunnels, Rotherhithe is going to end up having to be tolled, as far as I can 

see. 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  The transport 

modelling we did as part of our application for the development consent order showed no material impact on 

Rotherhithe Tunnel that would justify a user charge on that tunnel. 

 

Caroline Pidgeon MBE AM:  Really?  OK.  Will that be kept under review? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  Yes, we will 

be monitoring this as part of the obligations in the development consent. 

 

Len Duvall AM (Deputy Chair):  It goes to the heart of the question I raised earlier, then?  OK, so that is 

on transport modelling and you have reserved the issue on that.  However, your financial situation says, 

“There is an opportunity here.  I must use it”.  Where are you making that case financially to say, “It is all 

right for you guys on transport modelling, but we have a bit of a problem here in terms of our deficit and we 

want to reduce it”?   

 

I do not understand that answer.  Has that conversation taken place then and you have lost out politically 

because someone took that decision or is it still in play?  It does seem to me this contradiction, and I get it.  If 

you are telling me it is not, I disagree with you.  People, if they want to avoid a toll at Silvertown, will go to 

Rotherhithe and we will be stacking up a problem, and you will come back a year later because that is a 

get-out-of-jail for you to impose a toll.  I do not understand it.  If you are in a financial crisis of one degree or 

another - and we know we have deficits in terms of surface transport on our roads and we do not have 

enough money and we are not even breaking even to maintain our roads and those surfaces - why is that not 

a factor in those conversations about tolling at Rotherhithe, which inevitably you are going to have to do? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The first thing I would say is that we 

are not in a financial crisis.  We have planned for this level of deficit -- 

 

Len Duvall AM (Deputy Chair):  Please. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  -- and we have a plan that we believe 

will deliver.  We have shown that we can deliver over the last two years and you will judge us on our delivery. 



 

 

 

Len Duvall AM (Deputy Chair):  Yes, your forecasts are wrong and continually we are waiting until the end 

of the three years.  We had a little conversation earlier on and you did not agree or whatever.  I am saying you 

are going to come back and say that these deficits are going to continue.  What we did agree on: if the deficit 

continues at the end of that three years and you are missing your targets, it would not be good for this 

organisation and not good for the services you run.  That is what I think we did agree on. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  I absolutely agree with you that 

maintaining a deficit would be -- 

 

Len Duvall AM (Deputy Chair):  When does a deficit of this magnitude become a crisis or not? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  It is not a crisis -- 

 

Len Duvall AM (Deputy Chair):  On a scale of one to ten we have come in at six. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  -- inasmuch as we knew it was 

coming and we planned for it and we are delivering our budgets.  We have delivered our budgets for the last 

two years; we will deliver our budget this year.  If we continue on that, we will deliver the net operating 

surplus in 2021/22. 

 

Len Duvall AM (Deputy Chair):  Let us go back to my original question, then.  If it is not a crisis and you 

are looking out for opportunities to raise income for TfL to add to the budget to deal with its services, where 

are you in that conversation on whether Rotherhithe comes into the conversation or does not?  I accept that 

politicians will make the final say, but where are you as officers in terms of reducing this deficit or raising 

income for TfL?  Where do you sit on that?  What is your position?  Where are we on Rotherhithe?  Is it in or 

is it out?  Was it based on transport modelling and policy issues or was it based on financial opportunities that 

TfL might wish to grasp but may choose not to? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  If I can 

just make one factual intervention here, under the GLA Act, any pricing mechanism for roads has to be policy 

driven.  We cannot introduce a new pricing mechanism for roads just because we want to raise revenue.  The 

fact that Patrick is saying that it is driven by modelling is absolutely accurate and we do not have the leeway 

to just impose a charge on Rotherhithe - or indeed any other section of the road network - just because we 

want to raise revenue. 

 

You are quite right in saying that if the future ends up being more pessimistic than what we have, then, yes, 

we would have to react to that.  That is exactly what we are doing week by week, month by month, quarter 

by quarter, and further cost-cutting and other things will need to happen as a result of it.  However, there are 

some things that are not possible under the statutes under which we work, and imposing a charge on roads 

just to raise revenue is one of those. 

 

Gareth Bacon AM (Chairman):  That is an interesting point because that takes me back to the conversation 

you had just a moment ago with Assembly Member Berry around road user pricing.  I take the point you make 

about Rotherhithe.  My understanding of what you have just said is that the reason that Blackwall will need 



 

 

to be tolled alongside Silvertown is to stop people from just going down Blackwall for free and not using 

Silvertown. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Causing congestion. 

 

Gareth Bacon AM (Chairman):  The modelling you have done suggests that people would not divert to 

Rotherhithe to avoid paying a charge and so you cannot, therefore, impose a charge because there is no 

policy reason to do it on that basis.  What would be your policy grounds for introducing road user pricing if it 

is not income? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  

Congestion; air quality; equity in terms of who pays for the transport system in London.  There are many 

policy reasons for that and there is no doubt that if a road price were to come in, much like the Congestion 

Charge, it will create income. 

 

Gareth Bacon AM (Chairman):  Do you not get air quality and congestion problems around Rotherhithe? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Not for 

the reasons around Silvertown.  You can make an argument about any section of the road.  You can make 

that argument about Putney Bridge.  There are air quality problems on Putney Bridge but no one is talking 

about road pricing just about Putney Bridge. 

 

Len Duvall AM (Deputy Chair):  Some people might. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Some 

people might.  We have to separate out the policy issues here -- 

 

Leonie Cooper AM:  No, no one is demanding that, Len. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The 

policy issue here is about acute congestion around the Blackwall area for which Silvertown is being built and 

the two of them will get tolled together because that is what is needed to relieve congestion in that area. 

 

Gareth Bacon AM (Chairman):  I understand the rationale.   

 

Caroline Pidgeon MBE AM:  I just want to go back to Assembly Member Berry’s question.  You did not 

answer it.  The Mayor’s Transport Strategy states, “TfL is investigating road pricing”, and so what are you 

actually doing? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  I did 

answer that, which is that we are looking at all sorts of technology options in terms of what is possible and 

what is not, and that is very different from the policy and the politics around this, which, as you know, are not 

easy.  The reason I made the point very firmly that we think we can make the technology work is that we have 

been looking at it. 

 



 

 

Caroline Pidgeon MBE AM:  You are looking at technology.  Will that at some point be going to a meeting 

at TfL, whether it is an internal meeting or one of the formal TfL Board meetings? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  

Internally within TfL, of course, all the work that I do around technology and strategy is being discussed 

internally, but there is no report that we are about to publish on this. 

 

Caroline Pidgeon MBE AM:  There are internal reports, but nothing -- so there is work going on and then, 

if you are then given the policy steer to detail it, then you would work something up?  That is great.  That is 

what I wanted to clarify.  Thank you. 

 

Sian Berry AM:  I have two more questions about congestion.  One of the recommendations in the ITP 

report which was commissioned was to change the current Congestion Charge and in some ways that might 

increase its effectiveness.  You said before that its effectiveness has waned over time.  One of the options is 

potentially doing longer hours - we are seeing a mini peak just after 7.00pm now when the current 

Congestion Charge ends - and also particularly to include private hire vehicles.  Are you looking at those 

options as well?  I do not know who is going to answer that. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Patrick, do you want to pick up on 

private hire vehicles first? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  On private 

hires, we are currently undertaking analysis of the impact of removing the exemption that private hire vehicles 

have currently for the Congestion Charge.  We are towards the final stages of that.  Depending on the results 

of that analysis, a consultation may follow later this year. 

 

Sian Berry AM:  What about increasing maybe the hours or having it at weekends, when it currently does 

not operate? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The Mayor’s manifesto ruled out any 

increase in the Congestion Charge itself during this mayoral term. 

 

Sian Berry AM:  You cannot look at that until there is a new Mayor asking you to, effectively?  OK.  Then 

finally, we talked before about how bus revenue is declining and that is a real problem.  We know that one of 

the reasons for that is congestion, particularly in the central area of London.  How are you going to increase 

bus revenue without doing something quite drastic about congestion? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  I will ask Patrick to pick up on the bus 

network and he can explain the work that we are doing to think about how we reshape the bus network to 

deliver a service where people -- 

 

Sian Berry AM:  The question is about congestion, though.  What can you do without doing something 

about congestion that is affecting its use? 

 



 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  There has 

been a long-term trend of declining bus speeds over five, six or seven years.  Last year, we saw that trend 

reverse and bus speeds stabilised.  There are some signs that bus speeds are now improving. 

 

That has been the result of a lot of work we have been doing because we had got to the point where bus 

speed was becoming a really important factor in people’s decisions about using the bus or not, particularly in 

some locations at some times of day.  The work we have been doing has a number of different avenues. 

 

Firstly, we have been delivering large amounts of bus priority.  Last year we delivered 120 bus priority 

schemes in London and, over the course of the Business Plan, we have broadly £100 million to invest in bus 

priority, which is physical changes to the highway to improve the speed of buses through traffic.  We have 

been doing that for some time. 

 

The second avenue is something that is slightly newer and is having more of an impact.  We have been 

looking at signal timings and considering how signal timing changes can speed buses.  Under the previous 

mayoral administration, we would not have optimised a set of signals particularly for buses.  We would have 

looked at the overall traffic flows going through that junction.  Now we are looking at those junctions which 

are in particular bottlenecks for buses and looking at how to optimise those timings particularly for buses. 

 

Going over and above that, we have been able to install technology that identifies, broadly, when buses are 

running late.  In London, that means the headways between buses are not what we are looking for.  It can 

specifically optimise the signals to allow those late running buses to catch up.  That is much more effective 

than making a change that would impact all buses or all vehicles going through a junction.  Some of those 

really quite innovative changes that we are making are starting to make a difference in terms of bus speeds, 

and that is quite an important factor as we believe it in terms of those speed stabilising.  Over the last six to 

12 months, there have been some signs those speeds can increase. 

 

Sian Berry AM:  This is the average speed of a bus? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  Yes. 

 

Sian Berry AM:  In central London, you have been reducing the amount of buses, and so is that not how you 

have worked out the average?  If you reduce the number of congesting buses contributing to the average, 

surely that is what is going to happen. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Buses 

themselves do not cause the congestion buses in terms of the number of vehicles moving on the road. 

 

Sian Berry AM:  No, I am not saying that.  I am just saying that there are fewer buses running in central 

London -- 

 

Caroline Pidgeon MBE AM:  Yes, to get congested. 

 

Sian Berry AM:  -- and therefore not contributing to the congestion but contributing to the average speed. 

 



 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  Buses in 

central London are a very small proportion of the overall bus fleet.  They are very visible, of course, but they 

are a very small proportion of the overall bus fleet. 

 

Sian Berry AM:  They are also the most delayed. 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  What has 

happened, even before that reduction was made, is that traffic speeds had started stabilising and indeed 

improving.  That is how we are getting a slightly -- on average, bus speeds in central London are lower than 

they are in outer London.  Removing a few of these buses will increase these speeds on average, but that is 

very marginal compared to the fact that traffic itself has been stabilising. 

 

Leonie Cooper AM:  My question is going back to the one about the private hire vehicles and the massive 

increase that we have seen, 66% in the last few years, 47,000 registered in 2013/14 and 90,000 registered 

last year, and yet we still see that across all modes of travel there has been a decline in travel across all the 

modes.  If you talk to taxi drivers about this, there are an awful lot of vehicles on the roads in the centre of 

London that are driving around and causing congestion that do not even have passengers in them. 

 

Is it not time to start to get this under control and to charge these vehicles for coming in and creating 

congestion and also damaging air quality?  Is it not absolutely time that we did something about this?  If you 

are saying that this is something that you have within your powers to do, is this not now an urgent matter for 

us to be tackling? 

 

Gareth Bacon AM (Chairman):  Can we get a brief answer on this, please?  This is not about the policy.  

This is the Budget and Performance Committee.  A brief answer on that and then we will move on. 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  We have 

already said that we have identified that as a potential issue.  We are conducting the analysis.  We are towards 

the final stages on that.  Depending on the results of that analysis, a consultation will follow later this year. 

 

Leonie Cooper AM:  How soon? 

 

Patrick Doig (Divisional Finance Director – Surface Transport, Transport for London):  That will 

depend on the results of the analysis. 

 

Gareth Bacon AM (Chairman):  This is a subject that we will sweep up in the letter that we will write to you 

all afterwards and perhaps we can have a written response in advance of our next meeting. 

 

We are going to move on to talk about another segment of TfL’s income-raising area.  Graeme Craig has been 

sitting here very patiently indeed for quite a while.   

 

Unmesh Desai AM:  Thank you, Chairman.  Good afternoon.  You want to return TfL, Graeme, to a net 

surplus by 2021/22.  These plans depend on a substantial increase in income not least from commercial 

sources.  You are budgeting for a large increase in this particular revenue stream over the next five years from 

£232 million to £351 million. 

 



 

 

Is this overoptimistic in the context of a poor previous performance?  Given this scenario, how far can 

commercial revenue go towards supporting the core transport network? 

 

Graeme Craig (Director of Commercial Development, Transport for London):  We have been 

successful in growing our commercial revenues.  I work closely and I work for Simon as part of his wider 

finance and commercial team, and there is no doubt that in order to grow commercial revenues further we 

need to work evermore closely across the rest of the organisation.  We are looking at advertising, retail, 

housing, telecoms, consultancy.  I suspect that we will talk about estate management.  There is a broad range 

of levers at our disposal.  Fundamentally, we have a fantastic asset base across London and still huge footfall 

on a daily basis.  I am confident that we can generate the commercial returns that are in the Business Plan to 

reinvest in the transport network. 

 

Unmesh Desai AM:  Just to pick up on that, if I heard you correctly, you said you have been fairly good at 

increasing commercial revenue, but the information I have in front of me from my briefing paper is that TfL’s 

annual accounts show that last year advertising revenue, which is the bulk of your commercial revenue 

stream, was £7.3 million under budget.  We asked the Commissioner [of TfL] about this earlier this year - 

3 January [2018], in fact - and he told us that he did not know the reasons why. 

 

Graeme Craig (Director of Commercial Development, Transport for London):  We, at any point in time 

across the different workstreams, will have challenges in particular areas.  At the moment, the advertising 

market is flat and that is affecting us particularly in the London Underground estate.  Clearly, we are keen 

that we maximise the revenue from commercial activity.  Whilst we underperformed in advertising particularly 

driven on the London Underground contract, we overdelivered on property, overdelivered on advertising on 

bus shelters, and also cut down on our costs.  The numbers that I am driven by and the numbers against 

which I am measured are net financial return to the organisation and that really is the key measure that we 

will focus on going forward. 

 

Unmesh Desai AM:  To be more specific, are there any particular proposals that you are considering 

currently to raise commercial revenue?  What else is TfL Consulting working on?  Can you be more specific? 

 

Graeme Craig (Director of Commercial Development, Transport for London):  Let us talk about the 

broader range of activities that we are involved in.  We are keen to grow revenue from property, specifically 

housing, with TfL having more of a focus on generating long-term revenue and so, therefore, TfL moving into 

the build-to-rent portfolio for our property.  We know that that is going to be particularly attractive because, 

by definition, the property that we are building is immediately adjacent to the transport network and that is 

attractive particularly for build-to-rent.  That is one focus. 

 

Another one is on retail.  I know there are challenges in that sector, but it is still attractive immediately around 

stations.  There are a number of stations - not least South Kensington - where we are looking to enhance the 

offer of our station retail. 

 

Also, on telecoms, last week we began the procurement of a partner.  That partner will roll out 4G coverage 

underground.  We will then build on that 4G coverage underground in order to create a large fibre network 

across London, which will both generate - potentially - substantial returns to TfL and also go a long way 

towards addressing connectivity issues across London.  Also on telecoms, we will be looking to support the 

rollout of 5G by placing small mobile phone base stations on our street infrastructure. 



 

 

 

Also on consultancy, we announced on 15 May [2018] - and she started on 4 June - that Helen Murphy is 

coming in as the Director of Consulting and International Operations.  Helen’s first job, really, is to set up the 

team, the structure, the governance arrangements and also the strategy to set out clearly what type of work 

we will be doing, where in the world we will be doing that work and with whom we will be working.  I see in 

this area an opportunity, clearly.  We get requests that come in every week, most days, requests from around 

the world.  We are seen as being the leading transport authority in a number of different areas and there are a 

large number of cities that are keen to learn from us and to work with us. 

 

Unmesh Desai AM:  I am conscious of the time, Chairman.  I will finish very quickly.  You talked about 

international work.  We do know that TfL Consulting is bidding to run the Buenos Aires Métro.  I am very 

conscious we are in public and I can understand your reluctance to talk about this particular bid in any sort of 

detail and so I respect that, but can you tell us very generally where you are in the big scheme of things with 

this particular bid?  Again very generally, how will it help your financial projections? 

 

Graeme Craig (Director of Commercial Development, Transport for London):  We have made no 

decision to bid.  As I say, where we are at the moment is Helen has come in and Helen is looking across a 

range of options.  We need to be clear ourselves about what our focus is going to be on.   

 

Unmesh Desai AM:  Sorry.  You have not made a decision to bid? 

 

Graeme Craig (Director of Commercial Development, Transport for London):  No. 

 

Unmesh Desai AM:  The press report on 30 May 2018 in The Guardian is inaccurate? 

 

Graeme Craig (Director of Commercial Development, Transport for London):  I know it seems 

astonishing that there might be -- 

 

Gareth Bacon AM (Chairman):  The Guardian got something wrong?  That is astonishing. 

 

Unmesh Desai AM:  Chairman, I am conscious of the time.  Sorry.  In terms of international operations, you 

say you are at the leading edge.  Are there other systems around the world?  I am thinking particularly in India 

where the metro system is mushrooming all over the place.  Are you in talks or looking at that?  The Delhi 

Metro, for example, is a very major project.  This is the last question. 

 

Graeme Craig (Director of Commercial Development, Transport for London):  Do you want to talk 

about the memorandum of understanding (MoU) that we have? 

 

Shashi Verma (Director of Strategy and Chief Technology Officer, Transport for London):  The 

Delhi Metro is not available for anyone to go and bid on.  We have signed an MoU with the Ministry of Road 

Transport and Highways in the Government of India only about six months ago.  In fact, I went out and 

signed this with Minister Gadkari in January [2018].  That is the national ministry and it is looking at transport 

reforms across the whole country, the main focus of which is the bus network nationally.  The Ministry of 

Road Transport and Highways funds the bus network nationally and we are now engaged with them.  In fact, 

there is a whole delegation coming from India as part of this MoU later on this month to start the process of 

bus reforms in India. 



 

 

 

Unmesh Desai AM:  Chairman, perhaps we could return to this topic sometime in the future. 

 

Gareth Bacon AM (Chairman):  That is a very good idea. 

 

Unmesh Desai AM:  I am conscious of the time and so I will leave it at that. 

 

Gareth Bacon AM (Chairman):  I am, too.  There is a sweep-up issue but I am not going to ask for an 

answer now.  Just to alert you, Graeme, what you said about TfL getting into the build-to-rent market is very 

interesting.  It implies a very large capital outlay and then a return over a considerable period of time.  When 

we write to you guys, we are going to ask for a bit more information on that and so you can break that down 

for us -- 

 

Graeme Craig (Director of Commercial Development, Transport for London):  Yes, of course. 

 

Gareth Bacon AM (Chairman):  -- because that is an interesting development.  It is one that I was not 

aware of until now.  However, we are very pressed for time and so I do not want to get into the ins and outs 

of that at this point. 

 

We are going to move on to the final section and. 

 

Caroline Pidgeon MBE AM:  Perhaps in that correspondence we can find out whether this MoU with the 

Government in India is going to generate income because that is what we are interested in.  I would also like 

to understand Crossrail International - or whatever it is called - and whether TfL will be getting any funding 

from that, something the Chair of Crossrail was talking to Transport Committee Members about last week. 

 

I want to look at savings and reducing expenditure.  Simon, I am going to rattle through this.  Really, you 

have said that you think you are on track to deliver your planned savings programme, but if fare revenue was 

under budget, what other cost savings are you going to be pursuing? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Again, I will go back to the example 

of last year when we needed to find some £200 million of in-year savings.  They came from further controls 

around the use of consultancy, looking at the amount of people we needed and the vacancies in particular, 

not recruiting -- 

 

Caroline Pidgeon MBE AM:  Hold vacancies, reduce consultants. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  -- hold vacancies, stop projects, 

particularly information technology (IT) projects or other back-office projects rather than transport-related 

projects, and generally look at the expenditure that does not have an impact on service delivery and continue 

to focus on how we can not only make those savings in-year but make those savings recurring.  We learned a 

lot over the course of the last 12 months. 

 

Caroline Pidgeon MBE AM:  Given the financial pressures you are clearly under, how can you justify payoff 

packages of over £50 million in the last year? 

 



 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The severance costs related to the 

modernisation and transformation programme were part of the costs of delivering over £600 million of 

savings.  All of the payments within those severance packages were fully in line with our policy and fully in 

line with the contractual obligations we have to our staff. 

 

Caroline Pidgeon MBE AM:  Were they all contractual or were some discretionary? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  All of the savings related to the 

modernisation are in line with our policy, which is approved by the Mayor and the TfL Board and has been 

agreed over many years with the trade unions.  Any severance packages - there are different types of 

severance; we have different reasons for severance - were in line with the contractual obligations to those 

employees. 

 

Caroline Pidgeon MBE AM:  We might get some clarification on that in writing as well. 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The thing I should say is the Mayor 

has clearly instituted a review and so everything we have done has been in line with our current policy, which 

of course could always be improved.  We are engaging fully with the Commission to look at our policies going 

forward and our practices going forward. 

 

Caroline Pidgeon MBE AM:  The Mayor may well have put in that review and I am sure he will look at that, 

but he is Chair of the TfL Board and so he probably should have been aware of this.  I am surprised that it has 

been able to go ahead.  We will look at that, I am sure, at a later date. 

 

If you are struggling financially, are we going to see more investments cancelled, such as we saw with the new 

trains for the Jubilee and Northern lines, which were cancelled?  Might we see that if you really are not able 

to make savings elsewhere? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  When we looked at the overall 

financial situation in the last Business Plan - and we look continuously at the projects that we are working on 

to see if they would deliver the benefits that we had expected them to - in the case of the Jubilee and 

Northern line additional trains, the investment that we had already made and continued to make in the 

signalling particularly on the Jubilee and Northern lines, with some additional expenditure that remains in the 

plan, will allow us to get to 31 to 32 trains per hour anyway.  Therefore, when we reviewed again the case to 

buy the additional trains now, we decided that the balance of benefits versus expenditure was not as 

compelling as it had been when we first set out on that project a few years ago. 

 

Caroline Pidgeon MBE AM:  That is not what I was asking you.  I was saying: might we see more 

investment cancelled like we have on those trains?  I was not asking you for the reasons.  Might we see more 

investment [cancelled] if you cannot make the savings from all of these other things that you have flagged? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  Clearly, when we have to come up 

with a legally balanced budget every year, we will look at every means at our disposal to ensure we deliver a 

balanced budget.  We would concentrate in the first instance on investments that we have planned but not 

committed to as yet for the future and we will review those in the first instance if we need to find further 

savings. 



 

 

 

Caroline Pidgeon MBE AM:  I have one final question, another issue: loan interest.  It is not something that 

you seem to be addressing but, because you are raising so much finance, you are going to be paying by 

2022/23 £651 million of interest.  What are you doing to address this and are there any alternatives that you 

are looking at to reduce this cost? 

 

Simon Kilonback (Chief Finance Officer, Transport for London):  The interest costs are increasing in 

line with the increase in borrowing to finance investment.  Borrowing is an important part of our investment 

programme.  It spreads the cost over 20 to 30 years in line with the useful life of the assets rather than, for 

example, on some assets in the course of construction over five years you would otherwise have to spend that 

entire cost over five years.  We will, where we can afford to do so, continue to borrow to support our 

investment. 

 

The constraint on borrowing is that we need to generate the surplus that we have set out in our Business Plan 

in order to create more cash, to support more borrowing and to support more investment.  We have taken the 

view over many years that having fixed rates of interest is really important for us from a budgetary 

perspective because it gives certainty to the whole organisation about the cost of that borrowing.  In 

discussion with our Finance Committee, where is prudent to do so, we do forward fix elements of our 

borrowing programme.  We have that facility particularly with the European Investment Bank and Export 

Development Canada, where we have been able to lock in rates of interest for the future based upon today’s 

market rates. 

 

Again, we will continue to use every means we can to minimise the amount of interest that we pay but, 

clearly, the biggest factor in increasing interest rates is increasing borrowing. 

 

Caroline Pidgeon MBE AM:  OK.  Thank you. 

 

Gareth Bacon AM (Chairman):  Members, we have reached the end of our questions.  I thank our guests 

very much indeed for what was an interesting discussion.  Very stout defence, chaps.  Well done.   


