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Transcript of Item 6 – Q1 2019/20 Review – Panel B 
 

 

Gareth Bacon AM (Chairman):  Welcome back, everybody.  In section 2 we are going to be talking to 

Transport for London (TfL), so we would like to welcome back Patrick Doig, who is the Divisional Finance 

Director at Surface Transport, TfL, and Oana Ford-McNicol, who is the Head of Financial Planning at TfL.  

Welcome to both of you. 

 

We are going to start by talking about the operating account, and Assembly Member Arnold [OBE] is going to 

lead off on that one.  

 

Jennette Arnold OBE AM:  Yes, thank you, and welcome.  Let me just preface my question with this 

comment.  TfL’s operating performance in Q1 2019/20 shows a net cost of operations of £13 million.  It is our 

understanding that this is £136 million lower than anticipated in the budget.  Can you start by telling us what 

are the key drivers behind this higher-than-expected income level? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Sure.  I will start and, Patrick, 

please jump in if I leave anything out.   

 

As we set out in our quarterly financial performance report, we started the year with a really good performance.  

Our operating income was £29 million better than budget, which was very much driven by  

better-than-expected demand, mainly in London Underground.  Our operating costs are 5% lower than budget 

as well, which is a combination of [the] timing of our projects, both relating to some non-essential 

maintenance projects in London Underground and timing of restructuring projects, and underlying savings that 

we are achieving ahead of expectations.  Overall -- 

 

Jennette Arnold OBE AM:  Can you stop there?  Just explain “timing”.  What do you mean by that? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Let me try to get into a bit 

more detail around our operating cost.  The overall variance versus budget is £81million favourable.  That 

£81million is made up of a number of things.  Some of the big variances are in London Underground.  London 

Underground, year to date, is about £22million favourable to budget, and this variance is mainly driven by the 

- how do I explain it better - reshaping of some non-essential maintenance works.  A big part of it is linked to 

the maintenance project on the Victoria line or the maintenance project works at Acton.  What happened there 

is this project had been planned to start earlier this year, and we had experienced a number of delays which 

were linked to a shortage of gearboxes, believe it or not, and the rolling stock market.  As far as I understand, 

those issues are now resolved, and the first Victoria line train has been now given back into the system with 

100% of scope.  That is a portion of spend that we expect to fully recover by the end of the year. 

 

Jennette Arnold OBE AM:  That reshaping or, if you like, not spending because things were halted then 

gave you that opportunity to show lower operating costs? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  That is right.   

 



 

 

Jennette Arnold OBE AM:  On just the Victoria line? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  This particular variance within 

this quarter is linked to this particular project within the planned refurbishment or heavy overhaul of the 

Victoria line fleet. 

 

Another big part of this variance is to do with the timing of transformation implementation costs.  As the 

Committee will be aware, when we published our business plan last year, we launched the next phase of our 

transformation; committing to reduce the cost of our back and middle office by about 30%.  There is a lot of 

work going in the organisation, and transformation is progressing well.  However, the financial assumptions as 

to where we actually incur costs can only ever be, at the beginning of such a process, a high-level assumption.  

What we have found is that we are now experiencing - I would not say delay - a reprogramming, if you want, 

of this spend.  We are fully expecting to incur the cost.  However, I cannot give you at this stage a full answer 

as to when exactly it is going to be incurred.  We expect the majority of it to be incurred this year.  There is a 

possibility that some of it will flow into next year.   

 

Jennette Arnold OBE AM:  When we next meet - your papers say at Q2 or Q3 - we will then see all of that 

back to as planned? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  We should see that cost 

coming back into our operating account.  As our Chief Finance Officer (CFO) has explained at the Board 

meeting at the end of July, we are now undertaking an exercise to review our budgetary assumptions, and we 

are fully expecting to report back to the Board after the end of period 6, which is after the end of September. 

 

Jennette Arnold OBE AM:  Great.  Just tell me a little bit more, then.  It looks from the papers that we have 

in front of us that a higher-than-expected income level came from the Underground. 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  That is correct. 

 

Jennette Arnold OBE AM:  How did that happen? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Our passenger income year to 

date is £29 million better than budget, or about 3% better than budget and 2% better than last year.  The 

favourability to budget has two components.  Demand in [the London] Underground has been stronger than 

what we anticipated.  Again, going back to a bit of context, remember when we published our budget last year 

in March, we took a set of cautious assumptions, having planned on the assumption that the UK will leave the 

European Union at the end of March.  Therefore, we are expecting a degree of softness in our demand 

assumptions of passenger journeys.   

 

Demand on the Underground had been declining in 2017 and for the best part of 2018.  We have seen 

journeys on [the] Underground starting to grow in about Q3 and Q4 in 2018, so when we wrote our budget for 

2019/20, we decided we did not have enough information to bake-in that favourability.  In the context of the 

real uncertain economic environment we are operating in, we perhaps took a cautious assumption.  That is one 

part of that favourability.  

 

As you have seen from our financial report, bus income as well is about £9 million better than budget year to 

date, and again that is to do with demand or journeys which are better than what we had expected.  Let me be 

clear: bus journeys are still declining year-on-year and have been declining over the last three years.  What has 

changed is that they are declining at a lower rate than what we have assumed in the budget. 



 

 

 

How these trends will translate into, say, Q2 and our full year -- 

 

Jennette Arnold OBE AM:  Yes, that was my next question.   

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Again, it is something that we 

are reviewing as part of our review of budgetary assumption, and we will be in a position to update you with a 

refreshed view at the end of November when we publish our business plan.  However, uncertainties remain.  

We are still planning in an economic environment of heightened uncertainty.  We still have a six-month window 

for the opening of the Elizabeth line, so again it is uncertain at this stage what will be the extent of that 

revenue loss on the Elizabeth line finally.  Therefore, we must remain cautious and we must maintain the level 

of financial discipline that we have maintained so far.   

 

Jennette Arnold OBE AM:  Yes.  What is the talk in terms of the organisation about this uptake on the 

London Underground?  The recent report, when Londoners were interviewed, talked about it being 

overcrowded, uncomfortable, in some instances the worst place to be, which does not give you a picture of a 

place people are rushing to.  Is there any sort of feel?  Is it inner, outer? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  It is a really interesting 

question, and we have done a lot of research and a lot of analysis as to our demand trends.  As the Committee 

will know, it is really not an exact science.  What we are seeing, though, is strong demand mainly led by 

terminus points.  It looks like commuter journeys into London have increased, and that correlates with what we 

are seeing with the strength of jobs, particularly in central London. 

 

Again, a note of caution.  September historically is the month when demand trends seem to reset.  Last year 

we have seen demand trends in Underground resetting.  On the positive, it is hard to tell whether this trend 

will continue at this existing pace or we are going to start seeing some softness.  Again, it is difficult to tell, but 

for now we are cautiously optimistic. 

 

Jennette Arnold OBE AM:  Thank you.  Back to you, Chairman. 

 

Gareth Bacon AM (Chairman):  Thank you very much, Assembly Member Arnold [OBE].   

 

If we move on and talk about the capital account, I do not know who will be best-placed to answer that, 

Patrick, whether it will be you or whether it will be Oana again.  We have seen capital expenditure.  This is a bit 

of theme often in transport funding.  It tends to track behind delivery.  Your delivery of capital is tracking 

behind the budget you have established.  Why is that?  Why does that happen so often? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Again, I will start, and maybe 

Patrick [Doig] can help me with some examples of Surface.  As you heard from our colleagues earlier, I think in 

June [2019], when you discussed the investment programme in detail, in order to understand the performance 

versus budget on capital in particular we really need to unpack the investment programme a bit.  I will try to do 

that for you today.   

 

Year to date in Q1, we were £93 million below budget.  About 50% of that favourability is in our major 

projects.  Across the board within our major projects we have reported savings.  Actually, this favourability that 

we are reporting is driven by good news.  We are still committed to fully delivering our strategic tier 1 and 2 

milestones, albeit we accept there has been some slippage on the operational milestones.   

 



 

 

As the Committee will be aware as well, these big infrastructure projects like Four Lines Modernisation (4LM), 

like Northern line, include a provision for risk.  When these projects are at their early stages, it could be as big 

as 10% to 20% of the total cost of the project.  As projects mature and go through their different stages and 

their key milestones, the risk profile changes.  Our big infrastructure project, 4LM, is 83% complete from a cost 

perspective.  Northern line extension is 66% complete from a cost perspective.  Actually, Northern line has now 

achieved a number of key milestones early.  What that has allowed us to do is to reprofile our risk provision and 

release a big amount towards our estimated final cost. 

 

Gareth Bacon AM (Chairman):  Can I ask you to pause just there just to make sure I have understood what 

you said to me? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Yes. 

 

Gareth Bacon AM (Chairman):  Part of the reason for delivery tracking behind where you thought you 

would be in terms of spend is because the element of risk that you had built in has actually worked out quite 

favourably.  You have not had to access the money because it has not been so bad. 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  Correct. 

 

Gareth Bacon AM (Chairman):  When you get to the project, you can release effectively an underspend for 

other projects.  Is my understanding of that correct? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  That is right.  Yes, that is 

right.  Yes.   

 

Gareth Bacon AM (Chairman):  Sorry.  I interrupted you.   

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  It works both ways.  In the 

Northern line, we have achieved milestones early.  We have been able to release amounts that we were holding 

in terms of risks that we now have reason to believe, based on fact, are not going to materialise.  On the 4LM, 

we know that we had some delays and that had put some pressure on the final estimated cost, as you will be 

aware from our investment programme reports.  Again, overall, within our major projects, we have some really 

good news in terms of really being able to manage out some of the risks.  We are still on track to deliver the 

strategic milestones, and at the moment there is some good news on the estimated final costs.   

 

About half of the variance year to date is in our other portfolios.  About £15 million is in our property.  Our 

commercial development function manages a number of portfolios that look at building homes, as you well 

know, and disposals of various sites across the TfL estate.  It is notoriously difficult to forecast accurately the 

timing of when various sites are going to be disposed, which has caused and is causing a significant lag versus 

budget.   

 

The other aspect to the underspend year to date is linked to funding from third parties.  About £6 million of 

the underspend year to date is to do with the Emergency Services Network, where funding we have received 

from Government again has been rescheduled.  Therefore, the rate of spend in the project has slowed down 

accordingly.   

 

Then we have for the remainder of the variances our other programmes, which are mostly work-bank based 

programmes with many, many, many projects of like nature.  Within these we have experienced some delays, as 



 

 

I explained, in London Underground and also particularly in Patrick’s [Doig] area in Surface.  We have a lot of 

externalities that impact on our ability to deliver to the timelines that we have set ourselves.   

 

Broadly, I would say the variance year to date is some really good news.  We are doing things more efficiently, 

better.  We have been able to mitigate risk, so we are able to release some money back into the investment 

programme.  About 50% is timing, very much driven by the timing of disposal in our property and estates, 

portfolios and the timing of works within London Underground and Surface. 

 

Gareth Bacon AM (Chairman):  OK.  Politicians like to look at averages a lot and build policy around 

averages.  The trouble with averages is that they do disguise an awful lot beneath the surface.  Again, if I have 

understood what you have said correctly about risk, in some of your projects it turns out that there is too much 

risk built in, and the money can then be released and used to shore up other projects where perhaps for 

whatever reason there has been too little risk.  If we said that, on average, TfL is building in too much risk, that 

would be an unfair criticism to make because different projects are different: different size, different 

complexity, different scope.  You have nodded, which is good, because I was going to ask you to validate 

whether I have understood you correctly. 

 

The capital milestones, the budget milestones that you established over the period: what we often see - and it 

might be related to the point I have just made - is that the delivery of the budget is underspent but the 

milestones do not change, and you still seem to be achieving them.  Why is that? 

 

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

reasons for that.  Firstly, a budget milestone will also include an element of schedule risk allowance.  Risk in 

the project materialises in two ways: in terms of cost, increasing cost, and impacting on schedule.  In the same 

way that we look at the potential risks and how they might impact the costs and try to model the average likely 

impact on costs, we do the same on schedule.  With all our published milestones, there will be an element of 

schedule risk allowance that may or may not materialise.  When a risk happens in a project, quite often it takes 

a bit longer and you may spend the money slightly later, but you still may hit your published milestone because 

it was in the schedule risk allowance that you set for that milestone. 

 

The second element is that our published milestones are the really critical end-dates generally for our projects, 

when we bring those projects into beneficial use and benefit our customers and passengers, whereas a number 

of things that Oana [Ford-McNicol] is talking about are the interim milestones along the way.  We might 

experience some slippage at what we call our tier 2 or tier 3 milestones, the interim milestones.  They may have 

slipped, but we are still able to hold the end-date of those projects due to rescheduling or replanning the 

projects.   

 

Gareth Bacon AM (Chairman):  OK.  Again, just to clarify that I have understood you, you build in sufficient 

flexibility for you to catch up, effectively, so if you miss the early stage of a milestone, by the end of a 

milestone you have caught yourself up.  Is that right? 

 

Patrick Doig (Divisional Finance Director, Surface Transport, Transport for London):  We aim to.  

Clearly, we do not want to put too much slack in the schedule so it is not a realistic delivery profile, but the aim 

is to get around about, in project planning terms, a P50 approach, that 50% of the time you would have it 

about right. 

 

Gareth Bacon AM (Chairman):  Yes.  I think you have correctly anticipated where I was going to go with the 

next one, which is: are you comfortable that you are not being over-generous in terms of your scheduling and 



 

 

your assessment of risk?  Could you be more hard-nosed about it, I suppose is the right question, or do you 

think you have got it at the right level? 

 

Patrick Doig (Divisional Finance Director, Surface Transport, Transport for London):  What we try to 

do is make sure that we are really driving the project teams with the most aggressive timescale that we can 

possibly have.  Any individual project team is held to account to a much more ambitious timescale than we 

might be putting in our budget and committing to externally, so that keeps the pressure on any individual 

project team and hopefully ensures there is no complacency in our delivery.  Certainly, you should have heard 

that from Mike [Brown MVO, Commissioner of TfL] and Simon [Kilonback, CFO, TfL] about how they manage 

projects.   

 

Gareth Bacon AM (Chairman):  How often is that reviewed?  You have a particular methodology that you go 

through, and I accept what you say about keeping pressure on and not letting people slack off.  How often do 

you review individual projects or indeed the entire approach to delivery? 

 

Patrick Doig (Divisional Finance Director, Surface Transport, Transport for London):  In terms of the 

individual projects, there will be a cycle of reviews for every project.  Every project will have a project board, a 

programme board and a portfolio board, so there are hierarchies of review.  It will happen every four weeks.  

That will be the key control mechanism for our main investment programme portfolio.  Clearly, most projects 

will have working meetings that happen every more frequently than that to keep delivery.  Then, at a quarterly 

level, we go through the whole portfolio as part of our quarterly business reviews.  That ultimately cumulates 

with Mike Brown and Simon Kilonback and then the Board in the form of the Programmes and Investment 

Sub-Committee, which will review the overall programme on a quarterly basis.   

 

In terms of methodology, the last major refresh of our overall methodology was probably about three or four 

years back, when we started to bring together our Major Projects Directorate.  We do monitor it and make 

some minor refinements on an ongoing basis to our programme methodology.   

 

Gareth Bacon AM (Chairman):  OK.  You refresh the business plan frequently, in my experience.  Looking at 

your budget going forward, constantly in the public sector over the last ten or more years, squeezing more out 

of the existing resources is a constant theme.  Do you think that you are able to drive more value out of the 

process than you have at the moment, or do you think you are at the right level? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  The obvious answer is that 

we should always aim to be better and leaner and more efficient.  If you look back at our performance over the 

last three years, back in 2015/16 we were making a deficit of £800 million, including a general grant of 

£650 million.  Overall, excluding the impact of the general grant, we were making a deficit of £1.5 billion.  Last 

year we made a deficit of £400 million, so that should be testament to how well we have been able historically 

to drive efficiencies and do things better. 

 

Equally, I think, in the investment programme there has been an incredible amount of work to try to really 

understand the root cause of underspend by type of project, and I know that the divisional boards and the 

Investment Programme Board are continuously looking at how we are evolving that methodology.  

David Hughes [Director of Strategy and Service Development, London Underground, TfL], when he was in 

front of you here in July, talked about that it is important to do things well, rather than do them in a hurry.  I 

think the answer will be absolutely yes, and we are looking over the next three to four years to start being a bit 

more agile and take a more network-wide approach, particularly to projects that are lending themselves to a 

work-bank, so we are able to flex projects forwards and backwards a little bit easier when, as life happens, 

things do not happen as we perhaps forecasted them to happen. 



 

 

 

Gareth Bacon AM (Chairman):  OK.  Thank you.  The final section, which will not take too long, I do not 

think, is talking about the spending review, and Assembly Member Duvall is going to take that. 

 

Len Duvall AM (Deputy Chair):  Can we just talk about the impact of the spending review last year?  We 

know it was only for one year, but was there any impact in terms of the announcement for TfL’s business plan? 

 

Oana Ford-McNicol (Head of Financial Planning, Transport for London):  The short answer for us is no.  

Our core funding remains unchanged for next year.  However, what this spending review round had not 

answered for us is that long-term certainty of funding that we have been asking for and we have been hoping 

that we are going to resolve as part of this year’s Comprehensive Spending Review.   

 

Len Duvall AM (Deputy Chair):  Even though the Chancellor mentioned about bus improvements in the rest 

of the country, you are not hopeful that London would get a share of that money? 

 

Patrick Doig (Divisional Finance Director, Surface Transport, Transport for London):  It is more than 

not hopeful.  Unfortunately, we are very disappointed that London and TfL specifically are excluded from 

bidding into any of these national pots to support buses and highways and streets.  That remains the case. 

 

Len Duvall AM (Deputy Chair):  All right.  OK.  That is pretty clear.  There is not much to follow up on that.   

 

Len Duvall AM (Deputy Chair):  OK.  All right.  Thank you for that.  We might follow up and come back to 

you upon reflection. 

 

Gareth Bacon AM (Chairman):  We may do. That was extremely rapid-fire.  We have reached the end, so you 

are let off early.  
 


