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Foreword

Gareth Bacon AM
Chair of the Budget and Performance Committee

The Mayor is now eight months into his term of office.
Until now, the GLA Group has been working to the
budget set by the previous Mayor. But, from April, this
will change. In his draft consultation budget, the
Mayor has set out his vision for how the GLA Group
should be funded to implement his manifesto
commitments. And it is our first opportunity to
scrutinise his proposals on behalf of Londoners. Yet I –
and others on the committee – have been disappointed by the lack of key
information we need to scrutinise the Mayor’s budget. Perhaps the most
striking example of this is the inability to provide us with details of the
changes to TfL’s capital investment plan, or TfL’s savings and efficiency plans
beyond 2017-18. I hope that the Mayor has listened to our concerns about
this and addresses them in the next iteration of his budget, and also that he
has learned lessons for future years.
We were surprised
to learn that the
Mayor will not
fund the Met to
the level needed to
achieve his
“strategic target”
of 32,000 police
officers in 2017-18.

In this report, we present our key findings from our budget scrutiny work this
year and our analysis of the Mayor’s budget documents. We were surprised
to learn that the Mayor will not fund the Met to the level needed to achieve
his “strategic target” of 32,000 police officers in 2017-18. We also note the
continued pressure on the Met’s budget, which may still worsen pending the
government’s review of the policing funding formula. The Mayor will be
raising council tax to cover some of the Met’s funding gap, and he is putting
pressure on MOPAC to reduce back-office policing costs, largely by delivering
its Estates and Digital Policing strategies. We continue to have concerns about
the Digital Policing strategy in particular, which is vital to the Met’s ability to
cut costs and improve performance.
We raise questions about the future of regeneration in West London, as the
Mayor plans to cut his funding to the Old Oak and Park Royal Development
Corporation by 40 per cent. In East London, the London Legacy Development
Corporation continues to require subsidy by the Mayor to break-even. And
we are disappointed that – yet again – taxpayers will have to foot the bill for
the London Stadium – this time for the retractable seating. In his imminent
investigation into all of the issues surrounding the Stadium, the Mayor should
ensure the terms of the lease with West Ham United Football club are
reviewed.
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I will conclude by recognising the positive efforts of LFEPA to present a
balanced budget for the next three years, and to present its savings plans in
such a comprehensive manner – something that other parts of the GLA Group
could learn from in future years. We also give our support to the Mayor in his
negotiations with the government to secure funding for LFEPA to implement
Lord Harris’ recommendations. Keeping London safe from terrorism is sadly
one of the Mayor’s top priorities – it is vital that the government provides the
financial support he needs to do so.
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Summary
In this report, we present the findings from our scrutiny of the Mayor’s
budget proposals for 2017-18. This is the new Mayor’s first budget process,
and he has presented a budget which aligns with his key priorities, many of
which correspond to his manifesto commitments. The findings in this report
seek to inform the next draft of the Mayor’s budget, due later this month.
We remain
frustrated by a lack
of transparency in
certain elements
of the budget
process.

To date, we remain frustrated by a lack of transparency in certain elements of
the budget process. In particular, the lack of detail and inconsistent
presentation of savings and efficiencies has left us with more questions than
answers. We are also disappointed by how the OPDC’s budget has been
presented, possibly to make its budget cut appear less dramatic than it really
is. We are still frustrated by the Mayor’s refusal to publish the initial budget
submissions of the functional bodies. We hope that the next version of the
Mayor’s budget is more transparent than the first draft.
We note a trend emerging across the GLA Group to draw down reserves and
increase borrowing. The Mayor has said his plans are only to draw down
earmarked reserves for one-off transformation costs, rather than to support
revenue expenditure. We will continue to monitor the levels of reserves and
borrowing across the Group over the coming year.
As in recent years, we see that the Met’s budget continues to be under
pressure. Over the past four years the Met has been required to make over
£600 million of savings. It now needs to generate £400 million of further
efficiency savings by 2020-21. This situation is exacerbated by the inadequate
settlement from Government under the National and International Capital
City Grant whereby the Met only receives half of the funding it requires to
police London as a capital city. Alongside this the Met expects further cuts
following the funding formula review.
The Home Office has announced a £17.4 million reduction in funding for the
Met for 2017-18; this is a response to the previous Mayor’s failure to raise the
policing council tax precept over the last four years.1 The Mayor has
responded with a proposal to raise Council Tax for the first time since 2008 to
partially cover this funding gap. The Mayor has yet to set out how he will fund
the remainder of the gap.
The Met is trying to bear down on costs, and aims to reduce its spend on nonfrontline services to less than 15 per cent of its budget. The Met has to
implement its Estates and Digital Policing strategies if it is going to be able to
provide an efficient and quality service to London in the future. MOPAC has to
improve its oversight of this work.
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We discovered in our 5 January 2017 meeting that the Met will not be able to
reach the Mayor’s “strategic target” of 32,000 police officers in 2017-18 and
he is removing £38 million from its budget. The Mayor hopes to provide
funding for 32,000 officers in 2018-19, but this is wholly dependent on
receiving a favourable settlement from government. We welcome the
Mayor’s strong commitment to lobbying government for this settlement.
We do not have the information we need on TfL’s savings and efficiency plans,
or on its capital investment programme. TfL has only provided an indication of
savings and efficiencies for 2017-18, but not for future years. This is
concerning because TfL has a stretching target of £800 million of annual
efficiency savings by 2020-21; only £228 million in 2017-18 has so far been
identified. Since the publication of our September 2016 report, the Mayor and
TfL have, despite promising, failed to provide details of the changes that have
been made to TfL’s capital investment plan. Until this information is provided
the viability of certain schemes, such as the Metropolitan Line extension, will
be under question.
It is not acceptable
that TfL has been
unable to clearly
explain how its
investment
programme has
changed in its new
business plan.

It is not acceptable that TfL has been unable to clearly explain how its
investment programme has changed in its new business plan. We also have
concerns over TfL’s ability to generate an 11 per cent increase in bus
passenger numbers by 2021-22 as forecast in its latest business plan. Failing
to reach this target will have major consequences for TfL’s finances, and we
expect to see further detail behind this figure in due course.
We are concerned about the financial position of the two Mayoral
Development Corporations – the Old Oak and Park Royal Development
Corporation (OPDC) and the London Legacy Development Corporation (LLDC).
There are a number of different interpretations of the Mayor’s changes to the
OPDC’s budget but the plainest is that he intends to reduce funding by 40 per
cent. As a result of this cut, regeneration at Old Oak and Park Royal is at risk.
The Mayor has not clearly identified how the OPDC will implement his
ambitions; we believe that if this continues the project will be at risk of
further delays. We would welcome clarity from the Mayor about his plans to
release the £1 million of contingency funding for the OPDC which could be
used to establish ongoing revenue streams.
The LLDC’s finances are still evolving, and to break-even in the near future, it
would need to increase income five-fold. Although we have been assured that
there will be no further cost from the transformation work on the London
Stadium, we note that the LLDC will now have to find up to £5 million every
year to support the running costs of the Stadium. We recommend that the
Mayor’s imminent investigation into the issues surrounding the London
Stadium includes a review of the terms of the lease agreement, negotiated
under the previous Mayoralty, with West Ham United Football Club.
We await further detail about the Mayor’s proposals for funding his
environmental priorities. We recommend he sets out clear funding streams,
with milestones for achieving his targets, so we can monitor his progress. We
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also question what appears to be a reduction in the budget for the GLA’s
Development, Enterprise and Environment Directorate for delivering some of
his environmental priorities.
Our scrutiny has identified more positive findings for LFEPA, which has
presented a balanced budget for the next three years. LFEPA is currently
working to address the funding gap it is forecasting in 2020-21. We note a key
risk for LFEPA’s budget in securing funding from the Home Office to
implement Lord Harris’ recommendations to improve London’s preparedness
to respond to a major terrorist incident. LFEPA cannot afford to implement
these important recommendations without additional Home Office funding.
Finally, we note that the Mayor has been successful in securing a favourable
affordable housing settlement for London. We welcome his commitment to
setting annual affordable housing targets so we can monitor his progress in
delivering 90,000 affordable housing starts by 2020-21. We look forward to
receiving an update on his revised plans for making use of the London Housing
Bank, and ask that any changes he makes should be reflected in his annual
targets for delivering affordable homes.
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Recommendations
Recommendation 1
In the Mayor’s draft consolidated budget:


Savings and efficiencies must be presented on a consistent basis
across the functional bodies. This should include MOPAC resetting its
savings counter to zero.

 If cumulative figures are included, these must be clearly marked.
Annual figures must also be included for transparency.

Recommendation 2
In his draft consolidated budget, the Mayor should clearly set out where he
has found £6.2 million to meet the difference between the provisional police
settlement and the funding he will secure from raising the police precept
element of council tax.

Recommendation 3
The draft consolidated budget should include a high-level breakdown of the
annual savings and efficiencies contained in the TfL business plan, reaching
£800 million a year by 2020-21.

Recommendation 4
TfL should publish a project-by-project list showing changes in capital
investment from the previous business plan, with a narrative to explain the
reasoning behind them, and the implications of these changes. TfL should
commit to publishing this information alongside any future business plans.

Recommendation 5
TfL should justify its forecast and assumptions for bus passengers as set out in
its December 2016 business plan and set out the risks if these forecasts are not
achieved.
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Recommendation 6
The draft consolidated budget should use the OPDC’s revised 2016-17 budget
of £11.4 million, rather than its forecast outturn of £8.6 million.

Recommendation 7
The OPDC should provide detail on plans for how it would use the Mayor’s £1
million of contingency funding.

Recommendation 8
The Mayor should urgently publish plans for the investigation into the London
Stadium. This should include the terms of reference for the investigation,
which should include a review of the terms of the Stadium lease agreement,
and confirm his plans for publishing the outcome of the investigation.

Recommendation 9
In his response to this report, the Mayor should set out:


the funding he is providing for his environmental commitments



when key milestones will be published for achieving them

 the proposed budget for the GLA’s Development, Enterprise and
Environment Directorate, and provide clarity on how much funding
will be allocated to environmental programmes.
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1. Introduction
Key findings


The Mayor’s consultation budget sets out how he
will fund his key priorities, many of which stem from
his manifesto commitments.



Throughout the budget process we have identified
many issues with transparency. To our
disappointment, the Mayor has failed to publish the
GLA Group’s initial budget submissions. There
appears to be an attempt to conceal a 40 per cent
reduction in funding for the OPDC in the draft
budget. Plans for savings and efficiencies lack detail
and are presented inconsistently.



We have established a trend across the GLA Group
for the functional bodies to draw down reserves and
increase borrowing.
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New Mayor, new priorities
1.1

London has a new Mayor, elected in May to deliver the policies set out in his
manifesto. The Mayor’s consultation budget seeks to implement these. In the
introduction to his consultation budget, the Mayor states that it “supports
London’s future growth and success, entrepreneurial spirit, thriving economy,
extraordinary diversity and creativity, tolerance and openness to the world. It
is built around my vision of a London where nobody feels left behind and
where everyone has the opportunities they need to fulfil their potential.”2 It
includes funding proposals for a range of issues, many of which stem from key
manifesto commitments, including £3.15 billion for the delivery of 90,000
affordable homes and a four-year freeze on TfL’s fares. It also includes key
deliverables, such as a ‘strategic target of 32,000 police officers’ and funding
to ‘tackle London’s filthy air’3

Transparency
1.2

Throughout this year, we have maintained pressure on the Mayor to increase
the transparency of the budget process and improve the quality of the
information provided in the key budget documents. Some progress has been
made – for example, in response to our concern regarding the absence of any
Key Performance Indicators (KPIs) in this year’s consultation budget, the
Mayor has stated that “work has begun to establish target outcomes, aligned
to the GLA’s programme areas,” and he will “consult with the committee on
these before the end of the financial year”.4 We also welcome the Mayor’s
commitment to maintaining transparency of executive decisions made
regarding the London Fire Brigade (LFB), once LFEPA is abolished and LFB’s
governance arrangements come into City Hall.

1.3

Less positively, after many requests, the Mayor still refuses to publish the
initial budget submissions of the GLA and its functional bodies. We initially
requested sight of these in July 2016, in our meeting with the Mayor’s Chief of
Staff. In his response to our Pre-Budget Report 2016, the Mayor stated that
“the initial budget submission will remain as private advice to me as to not do
so would inhibit future private advice that I need.” We were disappointed that
the Mayor reiterated this message in our 10 January 2017 meeting.

1.4

Perhaps the most striking example of a lack of transparency is the attempt to
hide a reduction of 40 per cent to the OPDC’s funding. He has presented his
proposals for the OPDC’s 2017-18 budget as a comparison against its 2016-17
outturn, rather than its budget (as in previous years and for all the other
functional bodies). The consultation budget states that it includes “savings
totalling £1.7 million” but they are actually £4.5 million of savings against its
2016-17 budget, or 40 per cent.5 We raised this issue with the OPDC and the
Mayor at our January meetings, and this issue is covered in more detail in
Chapter Five.
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1.5

The Mayor must address the inconsistent manner in which the GLA Group’s
plans for savings and efficiencies are presented. This is not only an issue for
the OPDC’s savings, but also for most parts of the GLA Group, where sufficient
details about savings and efficiency plans are lacking. In particular, we are
dissatisfied with the confusing manner in which MOPAC’s plans are presented.
In our 5 January meeting, we learned that MOPAC’s savings and efficiencies
were presented in the budget on a cumulative basis, despite there being no
indication in the consultation budget that this was the case. Only through
extensive questioning did we learn that the Mayor is proposing savings of £38
million by reducing the budget for front-line policing in 2017-18. This is
covered in more detail in Chapter Two.

1.6

In his draft consolidated budget, the Mayor should set out annual savings and
efficiency figures for MOPAC and the other parts of the GLA Group. In our PreBudget Report 2015, we noted that the presentation of TfL’s savings on a
cumulative basis was confusing.6 We recommended that TfL’s savings counter
should be reset to zero in 2016, so that we could identify TfL’s savings on an
annual rather than an ongoing cumulative basis. The previous Mayor agreed,
and TfL implemented this change in 2016. The Mayor should now do the same
with MOPAC’s figures.

1.7

Despite an overall improvement in the way TfL presents its financial
information over the last year, we are disappointed with TfL’s – and the
Mayor’s – inability to provide any detail about TfL’s ongoing savings plans.
This is covered in more detail in Chapter Three. In contrast, we praise LFEPA
for the clarity and detail of its savings and efficiency plans. LFEPA’s budget
submission contains a comprehensive package of savings proposals, including
54 proposals for 2017-18.7 We do not accept TfL’s reasoning that LFEPA is
such a different organisation to make our comparison invalid, or that TfL’s
savings and efficiencies are uniquely commercially sensitive. The Mayor must
force TfL to publish more detail about its savings and efficiencies beyond
2017-18 in his draft consolidated budget.

1.8

As the pressure intensifies on MOPAC, and the rest of the GLA Group, to
make savings and efficiencies, it will be particularly important to understand,
and thus be able to monitor, how and when they will be realised. In his final
budget, the Mayor must take a consistent approach to presenting the savings
and efficiencies of the GLA Group.

Recommendation 1
In the Mayor’s draft consolidated budget:


Savings and efficiencies must be presented on a consistent basis
across the functional bodies. This should include MOPAC
resetting its savings counter to zero.



If cumulative figures are included, these must be clearly marked.
Annual figures must also be included for transparency.
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Financial sustainability of GLA Group
1.9

There is a trend emerging across the GLA Group for drawing down reserves
and increasing borrowing. Total reserves across the GLA family drop by £530
million in 2017-18 and will be £741 million lower in 2020-21 than they are
today.8 The GLA also plans to increase borrowing by £941 million in 2017-18
and will have borrowed over £4 billion more by 2020-21.9 The majority of the
borrowing - £2.5 billion, or 58 per cent of the total – is by TfL. TfL has
traditionally had by far the largest capital investment plan of all the functional
bodies and this is not out of line with previous years, and TfL’s borrowing is
within guidelines set by central government. As TfL’s Chief Finance Officer told
us: “If your business needs investment – it does – and money is relative cheap
– it is – why would you not increase your borrowings?”10

1.10 The Mayor must ensure that this increase in borrowing brings about the
transformational change that is needed and that will pay for the additional
interest costs that will be incurred. We have noted that the Mayor’s proposals
to use the GLA Group’s reserves are principally to use up earmarked reserves
– that is, the Mayor plans to use money which has been put aside in the past
to fund specific plans now. The GLA is building up a business rates reserve to
manage risk. General reserves will remain steady, and reassuringly the GLA is
not borrowing any money to fund ongoing costs. We will continue to monitor
the Mayor’s plans to assess whether all borrowing is indeed being used to
invest in capital projects to modernise and transform GLA services for the
future.
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2. Police
Key findings


The Met’s budget is under pressure. Over the past
four years the Met realised £600 million worth of
savings across its budget. It must now find a further
£400 million of efficiency savings by 2020-21, faces
a £17.4 million reduction in Home Office funding,
receives an inadequate National and International
Capital City Grant, and the outcome of the funding
formula review is likely to bring further cuts for
London.



The Mayor’s budget does not provide the Met with
funding to provide 32,000 police officers in 2017-18.
This means that the Mayor will miss his “strategic
target.”



The Mayor is proposing to raise Council Tax for the
first time since 2008 to partially cover a drop in
Home Office grant. We do not know how he will fill
the remainder of the funding gap.



The Mayor has ambitious plans for the Met to bear
down on costs, including at least 85 per cent of all
spend to be on front-line policing.



Successful implementation of the Met’s Digital
Policing and Estates strategies are vital if efficiencies
are to be made and services improved.
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Front-line policing
2.1

The Met’s budget is becoming increasingly tight. We already know that the
Met needs to find £400 million of efficiency savings by 2020-21, and in
December 2016 the Government announced the Met will face a £17.4 million
cut in Home Office funding.11 The Met’s National and International Capital
City (NICC) grant has not increased since 2014-15 and covers only half of the
Met’s capital city costs.12 Most worryingly, the Mayor estimates that changes
to the national Police Funding Formula in 2017-18 will reduce government
funding to the Met by anywhere between £180-£700 million.13 It is clear that
London’s policing is now very stretched, with the Met having to balance
funding for equally vital local and national policing priorities. We welcome this
Mayor’s continuation of the previous Mayor’s efforts in lobbying the
government to get a sufficient settlement for our capital.

2.2

While the Met is pursuing a myriad of efficiency savings to meet these funding
challenges, it is clear that soon there will be an impact on front-line police
officers. The Mayor has pledged to maintain the “strategic target of 32,000
police officers” in his draft Police and Crime Plan.14 Yet the Met has told us
that it will not be possible to meet this target this year. Therefore, his
consultation budget does not include funding for 32,000 officers in 2017-18.
MOPAC’s budget submission shows that the Met’s single largest efficiency
measure for 2017-18 is recognising that the Met is currently ,and has
historically been, under-strength, at approximately 31,200 officers, and the
Mayor intends to remove the £38 million of funding required to bring it up to
32,000 officers.15 The Mayor has called this “putting theory and practice into
one”.16

2.3

In view of forthcoming changes to the national Police Funding Formula, it
seems highly unlikely the Met will be able to afford 32,000 officers in the near
future. While the Mayor told us that he planned to bring the £38 million back
in to the Met’s budget after 2017-18, he said this was entirely dependent on
government funding: “if the police funding formula in the government’s
planning is as planned last year, we cannot reach it [32,000].”17
Raising council tax to pay for front-line policing

2.4

According to the provisional police settlement, the Met will lose £17.4 million
in funding compared to last year.18 This is because the previous Mayor cut the
police precept by 3.24 per cent in the 2016-17 budget, despite the Home
Office’s requirement for each Police and Crime Commissioner to increase the
police precept.19 The Met is the only police force in the country facing a fall in
cash terms in 2017-18.

2.5

To address this issue, the Mayor proposes to increase the police precept
element of council tax by 1.99 per cent. A 1.99 per cent increase across the
total precept (and the precept in the City of London) is the maximum the
Mayor can raise council tax by before triggering a referendum. The Mayor is
only proposing to raise the policing element of council tax, but he could, if he
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wanted, raise the policing element higher – but within the margins of the total
council tax rise limit of 1.99 per cent – without triggering a referendum. He
has indicated he does not intend to do this.20
2.6

This is the first rise in the GLA element of council tax since the 2008-09
financial year. The increase will raise £11.2 million. The Mayor has found a
further £6.2 million from other (non-police) council tax income.21 He has not
explicitly identified where he has taken this £6.2 million from in the
consultation budget. He should set this out in his final budget. As a result of
these measures, MOPAC does not have a funding gap in the Mayor’s
consultation budget for 2017-18.

Recommendation 2
In his draft consolidated budget, the Mayor should clearly set out where
he has found £6.2 million to meet the difference between the provisional
police settlement and the funding he will secure from raising the police
precept element of council tax.

Savings and efficiencies
2.7

MOPAC and the Met have ambitious plans to bear down on back office costs.
In the draft Police and Crime Plan, the Mayor has said he wants at least 85 per
cent of all spend to be on front-line policing, rather than on back-office
functions.22 Yet HMIC’s annual review of the Met’s efficiency shows that the
Met’s spend is already much more front-line focussed than the average police
force.23 No other police force in the country has reached anywhere near 85
per cent of its spend on front-line policing – HMIC’s review found the Met
spends 73 per cent on police officers, while forces across England and Wales
spend 59 per cent. However, the Deputy Commissioner for Policing and Crime
told us that the Met is working on making it a realistic target and the Deputy
Commissioner said it was a “challenge” but also a “public and private sector
benchmark.”24

2.8

We remain concerned at the implementation of the Met’s Digital Policing
strategy. This is a fundamental element of the Met’s overall transformation
programme that should realise huge efficiency savings as well as performance
improvements; it cannot be allowed to fail. However, the signs are not great.
In 2016-17, the Met expects to achieve less than half of the £60 million of
savings it planned for in 2016-17, and to underspend by £20 million on capital
investment. Indeed, over the last four years the Met has underspent by 31 per
cent on investment in its Digital Policing strategy – some £115 million. The
Deputy Commissioner has conceded this point and admitted that “we suffer
from over-optimism”.25

2.9

The Met needs to ramp up delivery of its Digital Policing strategy and MOPAC
needs to improve the oversight it provides. The Met has appointed a new
permanent Chief Information Officer but with regards to MOPAC the Mayor’s
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Chief of Staff said that the right level of strategic procurement expertise and
scrutiny “isn’t in place today… I am confident that MOPAC is beginning the
process.”26 MOPAC must improve its digital capacity as a matter of urgency.
2.10 Raising the funds needed to reinvest in the Digital Policing strategy depends
on the Met successfully delivering its Estates strategy. The Met has actually
overachieved in recent years, buoyed by ongoing growth in London’s property
markets. On 18 October 2016 the Met told us that “what we actually raised in
the last four years was about £975 million … substantially in excess [of
planned receipts]”.27 Over the next four years the Met will continue to make
disposals at a value of nearly £800 million.28 The accrued capital receipts will
be used to finance the Met’s capital investment, most notably in the area of
Digital Policing.
2.11 Yet, at our 5 January meeting, the Deputy Commissioner acknowledged that
there were “risks in that around the property market, the availability of asset
values”.29 The Mayor acknowledged the risk too – and, referring to New
Scotland Yard, said “some people may well say that the MPS has already sold
off the crown jewels in relation to maximum bang for buck, but there is still a
lot of estate there we can be more sensible about”.30 This may imply that the
Mayor is moving away from disposals to an income-generation asset strategy,
akin to that of TfL.
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3. Transport
Key findings


The consultation budget lacks sufficient detail on
TfL’s planned savings and efficiencies.



Similarly, neither the Mayor nor TfL will set out
what changes have been made to TfL’s capital
investment plan. Until the Mayor provides sufficient
information, it appears that a number of projects
may have been cancelled, such as the Metropolitan
line extension.



Income from bus fares is vital for TfL’s finances. Its
forecast of an 11 per cent growth in bus passenger
numbers by 2021-22 appears optimistic.
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Savings and efficiencies
3.1

We continue to have concerns with TfL’s financial position. As we concluded
in our September 2016 report, TfL’s financial challenge, these are tough times
for TfL. In November 2015, the government announced it would be cutting its
revenue grant to zero by 2018-19. And TfL’s financial position was made even
tougher when the Mayor was elected on a promise to freeze TfL’s fares for
four years, at a cost to TfL of some £640 million.31 TfL described its latest
business plan as the “most ambitious to date”, and explained that the key
risks are in achieving cost reductions and increasing passenger numbers,
including on the buses.32

3.2

Neither the Mayor nor TfL can explain to us how TfL will make the savings and
efficiencies built into its new business plan. This states that in the next five
years TfL will save £2 billion through better procurement and contracting, and
£2 billion by restructuring its business. To do this, it needs to make £800
million of annual efficiency savings by 2020-21.33 TfL published a broad
breakdown of £227.6 million to be saved in 2017-18, but has not provided us
with even this level of detail for future years because of “commercial
reasons”.34 We need this information to see what parts of the transport
network are affected and assess key areas of risk. Without it we cannot have
confidence in TfL’s plans.

Recommendation 3
The draft consolidated budget should include a high-level breakdown of
the annual savings and efficiencies contained in the TfL business plan,
reaching £800 million a year by 2020-21.
Changes to capital investment
3.3

TfL and the Mayor could not explain how TfL’s capital investment plan has
changed in the new TfL business plan. We requested this information in our
September 2016 report, TfL’s financial challenge, and repeated it a number of
times through this budget process. On 4 January, the Deputy Mayor for
Transport told us that there have been an “awful lot of changes and shifts” in
TfL’s capital investment plan, but neither TfL nor the Mayor have been able to
tell us which projects are affected.35 Then, on 10 January, in response to our
repeated requested for this information, the Mayor’s Chief of Staff said “…the
Mayor also agrees - it is a perfectly reasonable request for that information…
After this meeting, it probably behoves us to check in with TfL on progress and
if necessary remind them of the urgency of it.”36

3.4

At the time of drafting this report we have still have not received this
information. We have repeatedly requested details from both the Mayor and
TfL of the changes which TfL has made to its capital investment plan between
its March 2016 business plan and the current business plan, published in
December 2016. We ask again that the Mayor provides a project-by-project
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list showing changes from the previous business plan, with a narrative to
explain these changes. Without this it is impossible to see how plans to
improve London’s transport infrastructure have been changed by the new
administration.
3.5

From the limited information that is available it appears that a number of
projects may have cancelled, including the Metropolitan Line extension. When
pushed on the changes which have been made to the capital investment plan,
the Mayor’s Chief of Staff said “of course [the March 2016 and December
2016 business plans] are in the public domain and anybody can look at them
and attempt to do their own comparison.” The Sutton tram extension no
longer has a specific budget. TfL told us that it is negotiating with the
borough, and, if an agreement can be reached, it may be funded by local
authorities and/or the unallocated TfL Growth Fund. However, we note that
these sources will of course be under pressure to fund a range of other
projects and priorities.37

3.6

TfL will spend £615 million less on capital projects over the next four years
than previously planned.38 TfL has changed the way it classifies its capital
spend, shifting a number of projects across from capital renewals to new
capital investments. This was not explained in either TfL’s business plan or the
Mayor’s consultation budget, but it emerged through questioning the
Transport Commissioner and TfL’s Chief Finance Officer at our 4 January
meeting. While TfL’s business plan makes it look like it is planning more new
capital investment than before, when we combine capital renewals with
capital investments the figures tell a different story: across the two categories
together, capital spend over the first four years of the plan is £615 million
lower than in the previous business plan.39 The new accounting treatment
also makes it easier for TfL to make an operating surplus, which it aims to
achieve by 2021-22.40

Recommendation 4
TfL should publish a project-by-project list showing changes in capital
investment from the previous business plan, with a narrative to explain
the reasoning behind them, and the implications of these changes. TfL
should commit to publishing this information alongside any future
business plans.

Declining bus income
3.7

We are pleased the TfL Board agrees with us that the need to attract more
bus passengers is a key risk for TfL over the next few years.41 Bus fares are
TfL’s largest source of income, and currently demand for bus services is in
decline. TfL’s business plan is based on the expectation that bus passenger
numbers will increase from 2.3 billion in 2016-17 to 2.5 billion in 2021-22 (11
per cent) and fares income from £1.5 billion to £1.8 billion (20 per cent) over
the same period.42 It expects to achieve this level of growth by reducing
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congestion on the road network and improving reliability across the bus
network. This will be challenging given that planned bus kilometres will not
increase, the number of car trips is expected to stay the same, and more road
space will be given over to walking and cycling. The Mayor is considering fiscal
mechanisms to tackle road congestion as part of work to develop his
forthcoming Transport Strategy. We await the publication of that strategy
with interest.

Recommendation 5
TfL should justify its forecast and assumptions for bus passengers as set
out in its December 2016 business plan and set out the risks if these
forecasts are not achieved.
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4. Fire
Key findings


We commend LFEPA for presenting a balanced
budget for the next three years. LFEPA is facing a
£13.9 million funding gap in 2020-21 and is now
developing plans to address this.



LFEPA cannot afford to implement Lord Harris’
recommendations to improve London’s
preparedness to respond to a major terrorist
incident without further Home Office funding.
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Budget plans
4.1

We welcome LFEPA’s thorough planning for achieving savings and efficiencies.
The recent review of the LFB by Sir Anthony Mayer found that “there is
currently no persuasive case to increase LFB's budget by diverting resources
from elsewhere in the GLA Group or increasing the precept. Perhaps more
importantly, there should be no additional reductions to LFB’s budget that
would worsen the £23.5 million budget gap inherited from Mayor Johnson.” 43
LFEPA’s budget submission has a comprehensive package of over 70 named
savings proposals, with risk factors and a profile across the next four years for
each. The capital plan is equally detailed. LFEPA has presented plans for a
balanced budget for the next three years, and this should be commended.

4.2

LFEPA’s savings plans will address its budget gap in the short-term, but a
deficit emerges again in 2019-20. LFEPA’s budget submission shows that it is
deliberately trying to make savings as soon as possible in order to spread the
impact of the deficit over the next three years. The resulting budget surpluses
in 2017-18 and 2018-19 will be paid into a new Budget Flexibility Reserve to
help balance the budget in 2019-20. Even so, by 2020-21 LFEPA is forecasting
another budget gap of £13.9 million; without additional funding, further
savings and efficiencies will be required.44 When before our committee on 4
January, the new Commissioner was clear that LFEPA is already looking to
address this budget gap. She stated that there were “a number of other plans
… we hope to have further detail coming up fairly soon”.45 We look forward to
seeing LFEPA’s plans for the future.

Lord Harris recommendations
4.3

We are concerned about LFEPA’s ability to implement Lord Harris’
recommendations into London’s preparedness to respond to a major terrorist
incident. The Lord Harris review has specific findings for the London Fire
Brigade (LFB), and four of the five recommendations given relate to providing
specialist training to firefighters on a Marauding Terrorist Firearm Attack
(MTFA), with Lord Harris saying “there should be no delay in implementing
new training for LFB personnel”.46 Lord Harris also wrote that “the cost of
equipment and training will be considerable”.47

4.4

LFEPA is negotiating with the Home Office for additional funding to cover this
training. The timeline for these negotiations may not allow us to know the
outcome before the Mayor’s final budget. The Mayor was clear at our
meeting on 10 January 2017 that LFEPA could not meet these
recommendations without Home Office funding. The Mayor must be
successful in his negotiations if LFEPA is to continue to balance its budget.
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5. The Mayoral
Development
Corporations
Key findings


The Mayor intends to cut the OPDC’s funding by 40
per cent. As a result, regeneration at Old Oak and
Park Royal is at risk. The Mayor is holding back £1
million of contingency funding for the OPDC. He
should set out his plans for releasing it.



The future of the LLDC is also uncertain. It does not
look set to break-even in the near future and would
need to increase income five-fold to reach a surplus
position.



The transformation work on the London Stadium is
now complete but the stadium still requires ongoing
public funding of approximately £5 million a year.
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Old Oak and Park Royal Development Corporation
5.1

One month after taking office, the Mayor called a formal investigation into the
Old Oak and Park Royal Development Corporation (OPDC) and an unofficial
“temporary suspension of programmed activity pending the outcome of the
Mayor’s review”.48 As a result, the OPDC’s activity was delayed and it is
forecasting a £2.8 million underspend against its £11.4 million budget for
2016-17.49 In the announcement about his investigation’s findings, the Mayor
branded the OPDC “a mess.”50

5.2

The Mayor is planning to reduce his funding to the OPDC by 40 per cent from
its 2016-17 level. The OPDC receives the vast majority of its funding from the
GLA, with just £0.4 million of other income expected in planning application
fees. A 40 per cent reduction will bring the OPDC’s budget down from £11.4
million in 2016-17 to £6.9 million in 2017-18. Its budget for 2016-17 was
originally £5.4 million, but it was increased in March 2016 by the previous
Mayor following the signing of a Memorandum of Understanding with the
Department for Transport regarding the land at the site. In our meeting with
OPDC, we heard that there was a clear expectation that this funding would
continue in future years.

5.3

We disagree with the way the Mayor has chosen to present the OPDC’s
budget in his draft consultation budget document. The draft budget uses the
OPDC’s forecast outturn for 2016-17 of £8.6 million, rather than its revised
budget of £11.4 million. We were told that the “more meaningful way of
showing the variance that is really happening to the OPDC is to compare its
forecast spend to its budget”.51 But budgets are not set based on outturns.
When the Chairman of this committee asked the GLA’s Assistant Director of
Group Finance about the number of times that the Chairman has seen outturn
used as a comparison for formatting a budget, the reply was “I imagine it is
zero.”52 And in reality the OPDC’s outturn is lower than expected as its
programme activity was suspended while the Mayor conducted his review of
the organisation.

5.4

Based on the information provided, it is odd and bizarre to treat the OPDC in
this way. We suspect the forecast outturn figure has been used because it
provides a less stark indication of the cut to the OPDC’s budget in 2017-18.
Comparing like-for-like, the budget cut is 40 per cent; using the forecast
outturn figure this becomes a 20 per cent cut. But in no other year, and for no
other functional body, is this approach used. We do not think this is
acceptable and ask the Mayor to revert to normal practice for the next
version of his draft budget.

Recommendation 6
The draft consolidated budget should use the OPDC’s revised 2016-17
budget of £11.4 million, rather than its forecast outturn of £8.6 million.
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5.5

As a result of the funding cut, regeneration at Old Oak and Park Royal is at
risk. The consultation budget states that the OPDC will provide the “impetus
for a once in a lifetime regeneration opportunity” in West London.53 Yet the
Chief Executive of the OPDC believes that “were savings of 40 per cent to be
delivered, we believe that there would be an impact on delivery of homes and
jobs… We are talking about a few thousand homes that we would not be
directly involved in putting forward and we feel might not happen as a
result.”54

5.6

One option being considered is for the OPDC to develop a proposal that could
generate ongoing revenue streams. This would need some start-up funding
from the Mayor, and the consultation budget states that a “contingency of £1
million is held by the Mayor to support a ‘self-funding’ proposal to be
developed by OPDC.”55 The OPDC’s Chief Executive told the Committee that:
“The point is that we would need to have some money in the short
term that could generate a return in the longer term… so that it
becomes more of a cash flow issue than an outright funding
question… If we are able to satisfy the GLA that we can fulfil such
an arrangement then the funding should be available to enable us
to move forward. We are talking about an inability to deliver to
our targets; we are talking over a 35- to 40-year period. There is
still time to recover that.”
Before the Assembly meets to consider the draft consolidated budget, we
would expect the OPDC to provide further detail on its proposals.

Recommendation 7
The OPDC should provide detail on plans for how it would use the Mayor’s
£1 million of contingency funding.

London Legacy Development Corporation
The LLDC’s long-term viability
5.7

We have doubts over the LLDC’s long-term financial viability. The LLDC is
meant to eventually pay back all capital investment costs through the
proceeds of disposals and other future revenue sources, such as developer
fees. It is also meant to gradually reach a surplus revenue position. However,
the LLDC’s Chief Executive has now said that “this is not realistic in the short
term” and has suggested 2030 as a target for break-even. 56 The LLDC’s 201718 budget has a £23.1 million deficit, which is covered by the GLA. To break
even the LLDC will have to either drastically reduce costs or drastically
increase income.
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5.8

The LLDC is unlikely to succeed in drastically reducing its costs, as many of
them are relatively fixed. The park’s management costs are on a fixed contract
- negotiated under the previous Mayoralty – to the value of approximately £8
million every year. The trading arms of the park look set to need continual
subsidy – approximately £2 million once the profit-making 3 Mills Studio is
disposed of in 2018-19. Corporate costs have been the subject of the most
savings and efficiencies, yet once these have been made the costs stabilise at
approximately £5 million per year. The marketing, planning and executive
office budgets are both budgeted to remain between £2 and £2.5 million for
each of the next four years. We estimate the fixed costs total some £21.5
million a year.

5.9

The LLDC would have to increase its current income five-fold to reach a
surplus position. It has told us in the past that the fixed estate charge should
more than achieve this, but this may be overly optimistic. In a written
response to the Committee the LLDC's Chief Executive has now said that
within 10-15 years he expects the fixed estate charge to generate additional
income of approximately £10 million.57 This would bring income to
approximately £15 million – we estimate that this would still not allow LLDC to
break-even, although we acknowledge that this brings break-even status
much nearer. We would encourage the Mayor to closely monitor the LLDC’s
income streams. It would be a real achievement for the LLDC to reach a breakeven point, let alone generate surpluses to pay back any capital costs it is
unable to cover with capital receipts. In the meantime, the GLA will have to
continue to subsidise the LLDC.
The London Stadium

5.10 The Mayor’s consultation budget includes proposals to meet yet more costs
relating to the London Stadium. In November 2016, we learned that the
stadium conversion costs had increased by £51 million.58 The next month,
LLDC’s Chief Executive was clear that there would be no further increase to
the stadium conversion costs. Speaking to the Budget Monitoring SubCommittee, he said that the “transformation, £323 [million], that is the final
number … and the work is finished”.59 The LLDC’s 2017-18 budget submission,
however, includes £8.4 million of capital expenditure in 2017-18, as well as
continued capital expenditure of circa £5 million in the three years after. The
LLDC’s budget submission states that:
“Costs for the stadium relate to LLDC’s working capital
contributions as a member of the E20 Stadium LLP partnership,
based on a range of assumptions on operating costs and revenues,
naming rights income and the cost of seat moves.”60
Essentially, the London Stadium is losing money and the Mayor is paying for it.
This money is classified as capital expenditure since it is technically an
investment in a joint venture, the E20 LLP.
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5.11 There are two main reasons that the stadium is losing money. Firstly, the LLDC
Chief Executive has now admitted that there will be annual ongoing costs of
moving the seats between football mode and athletics mode. The contract
has yet to be tendered and so no exact figure can be given but it could be up
to £8 million a year.61 Secondly, income from a naming-rights deal for the
stadium has now fallen through, and it may be harder to find another sponsor
in light of the violence seen at West Ham games this season.62 The namingrights deal was estimated at £4 million a year. This is £4 million that under
current plans the E20 LLP will no longer receive. The Mayor has said that “this
is something that should have been resolved before West Ham moved in”.63
5.12 We welcome the Mayor’s “detailed investigation into the issues surrounding
the London Stadium” but it must include a review of the lease with West Ham
United Football Club.64 At our 10 January meeting, we heard that the Mayor
has not yet appointed anyone to carry out the investigation. This means that
review will not conclude in time to inform the 2017-18 budget process, but
the Mayor’s Chief of Staff confirmed the finding of the investigation will
inform the 2018-19 budget process.65 The investigation must proceed with
urgency and should assess whether there is any scope to get a better deal for
the taxpayer in terms of West Ham United Football Club supporting more of
the costs of running the stadium. The Mayor should publish the terms of
reference for this investigation, and include a review of the terms of the
London Stadium lease agreement as part of this work.

Recommendation 8
The Mayor should urgently publish plans for the investigation into the
London Stadium. This should include the terms of reference for the
investigation, which should include a review of the terms of the Stadium
lease agreement, and confirm his plans for publishing the outcome of the
investigation.
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6. Housing
Key findings


The Mayor has secured a favourable affordable
housing settlement for London.



We welcome his commitment to setting annual
affordable housing targets so we can monitor his
progress in delivering 90,000 affordable housing
starts by 2020-21.



The London Housing Bank continues to disappoint.
The Mayor is looking to agree different terms for
use of the funding with government, and any
changes should be reflected in his annual targets for
affordable homes.
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6.1

Housing is one of the Mayor’s top priorities and he has succeeded in
negotiating a favourable affordable housing settlement for London. In the
Autumn Statement, the Government announced that the GLA’s affordable
housing settlement is confirmed at £3.15 billion, covering 2016-21. This is
better than the GLA was expecting: the previous 2015-18 settlement provided
London with £417 million a year, whereas the 2016-21 settlement provides
£630 million a year. In exchange for this, the Mayor must deliver 90,000
affordable housing starts by March 2021.66

6.2

The figures on affordable housing in the consultation budget are subject to
change. The Mayor explained that he was in discussion with the Department
for Communities and Local Government (DCLG), and expected to re-profile
the budget. Currently, most of the funding from the affordable housing sits in
2021-22, but this is just a “placeholder”. After the first round of bids, in March
2017, the Mayor will agree with DCLG how the funding should be spread, and
re-profile his budget accordingly. We welcome his commitment to set out
annual targets on affordable home starts at this stage.67

6.3

The London Housing Bank, a legacy programme from the previous Mayor and
based on terms set by the DCLG, continues to disappoint. The programme was
set up to lend money for building affordable homes, but has not provided any
loans to developers to date. The budget reflects the original spending profile
agreed with central government, but low take-up means it is unlikely that the
GLA will be able to spend this money as intended. The Mayor is discussing
with DCLG if the funding can be used in a different way, and if successful,
again expects to re-profile the budget.68
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7. Environment
Key findings


The Mayor has not yet set out what funding he is
allocating for all of his environmental priorities. His
priorities should have clear funding streams
allocated to them so we can monitor his progress.



Likewise, key milestones should be set for all of
them. Many of his priorities will run for several
decades and the Mayor must have a clear plan in
place soon if he is to deliver them.



It appears that the Mayor is proposing a reduction
in the budget for the GLA’s Development, Enterprise
and Environment Directorate. More information is
needed to assess whether this proposal will be
carried through to the final budget for 2017-18.
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Monitoring performance
7.1

The Mayor must set out exactly what funding he is providing in his final
budget to deliver his environmental commitments. We know that he is
providing TfL with £875 million to tackle air pollution through to 2021-22, but
we are less clear on the funding to address other environmental priorities,
such as planting two million trees by 2020, achieving 65 per cent recycling by
2030, and making London a zero-carbon city by 2050.69 These priorities should
have clear funding streams so that progress against them can be measured.

7.2

The Mayor should also publish key milestones for each of his environmental
commitments so that performance can be monitored. Some of the Mayor’s
targets, such as becoming a zero-carbon city, are very stretching. In November
2015 the Environment Committee found that City Hall was behind in carbon
reduction targets – already 15 million tonnes of CO2 behind schedule and
having retrofitted approximately half of the number of homes planned.70
Inheriting programmes that are already behind schedule, the Mayor will need
to have a clear schedule of milestones for all of the commitments above
which he can work to if he is to achieve his environmental targets. We expect
these to form part of the suite of target outcomes expected in the next few
months.

Reduction in the GLA’s environment budget
7.3

We are concerned at what appears to be a reduction in the GLA’s
Development, Enterprise and Environment Directorate’s budget. The
Directorate had a revised revenue budget for 2016-17 of £16.6 million, but
the Mayor’s consultation budget proposes to allocate it £15.9 million for
2017-18.71 The Mayor’s Chief of Staff suggested that the “important thing to
remember when looking at the budget compared to 2016-17 is that of course
2016-17 includes a number of the previous Mayor’s programmes that are
coming to a conclusion,” but he could not tell us how much funding in the
Directorate’s current budget is for any concluding programmes.72 Therefore,
we cannot assess the real level of reduction to its budget at this stage. In his
final budget, the Mayor should clearly set out what funding is being provided
for the GLA’s Development, Enterprise and Environment Directorate, and how
much of this is for environmental programmes.
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Recommendation 9
In his response to this report, the Mayor should set out:


the funding he is providing for his environmental commitments



when key milestones will be published for achieving them



the proposed budget for the GLA’s Development, Enterprise and
Environment Directorate, and provide clarity on how much
funding will be allocated to environmental programmes.
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Our approach
This report is based on the committee’s examination of the GLA Group Budget
Proposals and Precepts 2017-18: consultation document, published on 21
December 2016. The committee held three meetings in early January to
question guests:
4 January 2017
 Valerie Shawcross CBE, Deputy Mayor for Transport and Deputy Chair, TfL
 Mike Brown MVO, Commissioner for Transport, TfL
 Ian Nunn, Chief Finance Officer, TfL
 Fiona Twycross AM, Chair, LFEPA
 Dany Cotton QFSM, Commissioner, LFEPA
 Adrian Bloomfield, Head of Finance, LFEPA
 David Gallie, Assistant Director – Group Finance, GLA
5 January 2017
 Sophie Linden, Deputy Mayor for Policing and Crime, GLA
 Rebecca Lawrence, Director of Strategy, MOPAC
 Alex Anderson, Strategic Finance and Resource Management Accountant,
MOPAC
 Craig Mackey, Deputy Commissioner, Metropolitan Police Service
 Lynda McMullan, Director of Finance and Commercial, Metropolitan Police
Service
 Victoria Hills, Chief Executive Officer, OPDC
 Doug Wilson, Chief Finance Officer, OPDC
 David Goldstone CBE, Chief Executive, LLDC
 Gerry Murphy, Executive Director of Finance and Corporate Services, LLDC
 David Gallie, Assistant Director – Group Finance, GLA
10 January 2017
 Sadiq Khan, Mayor of London
 David Bellamy, Mayor’s Chief of Staff, GLA
 Martin Clarke, Executive Director of Resources, GLA
 David Gallie, Assistant Director – Group Finance, GLA
In addition, this report builds on our Pre-Budget Report 2016, published in
December.
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Other formats and
languages
If you, or someone you know, needs a copy of this report in large print or
braille, or a copy of the summary and main findings in another language, then
please call us on: 020 7983 4100 or email:
assembly.translations@london.gov.uk.
Chinese

Hindi

Vietnamese

Bengali

Greek

Urdu

Turkish

Arabic

Punjabi

Gujarati
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