TRANSPORT FOR LONDON

AGENDA
BOARD MEETING

TO BE HELD ON THURSDAY 22"P JULY 2004
IN THE CHAMBER, CITY HALL, THE QUEEN'S WALK, LONDON SE1 2AA
COMMENCING AT 11.00AM

A meeting of the Board will be held to deal with the following business. The public
are welcome to attend this meeting, which has disabled access.

Procedural business

1.1 Apologies for absence
1.2 Minutes of the previous meeting held on 23™ June 2004
1.3 Matters arising, not covered elsewhere

Business ltems

2. Commissioner’s Report
3. Finance and Performance Report
a) Revenue Trends

b) PPP Performance Report
4. Approval of Statement of Accounts

Procedural ltems

5. Annual Report

6. Audit Committee Report

7. Finance Committee Report

8. Safety, Health and Environment Committee Report

Items for Noting
9. Documents Sealed on behalf of TfL

Other Items
10. Any Other Business

Date of next meeting: Wednesday 27 October 2004 at 1000 hours



Minutes 113/06/04 — 125/06/04
Transport for London

Minutes of a meeting of the Board
held on Wednesday 23 June 2004, commencing at 10.00 a.m.
in the Chamber, City Hall, the Queen’s Walk, London, SE1 2AA

Present:

Board Members: Dave Wetzel (in the Chair) David Begg
Stephen Glaister Sir Mike Hodgkinson
Oli Jackson Susan Kramer
Paul Moore Murziline Parchment
Tony West

In attendance:

Special Advisors: Bryan Heiser Lynn Sloman

TfL Officers: Mike Austerbury Maggie Bellis
lan Brown Stephen Critchley
Isabel Dedring Mary Hardy
Stuart Harvey Peter Hendy
Ellen Howard Robert Kiley
Locksley Ryan Fiona Smith
Valerie Todd Tim O'Toole
Jay Walder

Secretary: Louisa Sherry

113/06/04 APOLOGIES FOR ABSENCE

Apologies for absence were received from Bob Crow, Kirsten Hearn,
Ken Livingstone, Sir Gulam Noon and David Quarmby.

114/06/04 MINUTES OF THE PREVIOUS MEETING HELD ON 29 APRIL 2004

The minutes of the meeting held on 29 April 2004 were agreed and
signed as an accurate record.

115/06/04 MATTERS ARISING
There were no matters arising.
The Chair reminded members to declare any interests in the papers

presented. Mike Hodgkinson declared an interest in the Piccadilly Line
Extension to Heathrow Terminal 5 item.
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COMMISSIONER’S REPORT

The Board considered the Commissioner’s report for June 2004. The
key points arising from the discussion were:

e because of the road safety statistics, the use of the Thames
Gateway Bridge and entry into the Congestion Charging Zone
(both at no cost) by powered two-wheel vehicles should be kept
under review;

e TfL have commissioned the Transport Research Laboratory to
conduct an independent review into consultation and
implementation of cycling schemes, following the cycle accident
on Blackfriars Bridge. The findings will be made public and
circulated to Board Members; and

e concern that the timescale for lodging a hybrid Bill in March 2005
for Crossrail may slip to November 2005, despite the best efforts
of the Chair to secure an early response from Government.

The Board noted the Commissioner’s report.
FINANCE AND PERFORMANCE REPORT

Jay Walder introduced this paper by highlighting the four key
achievements for the 4™ quarter:

a) a 10% increase in bus patronage the size of the bus network and
the highest levels of customer satisfaction with London buses;

b) a continued reduction in traffic congestion of 30% within the
congestion charging zone and evidence of a sustained modal
shift from car to bus of 4%;

c) in the first year of operation over 2 million Oyster cards are in
circulation. The challenge now is to solidify public trust and
confidence in the system and market the Oyster card to expand
its market share; and

d) operating efficiency savings in back-of-house services of £42
million have been achieved, against an estimate of £18m.

The impact on income of the shortfall in the number of passenger
journeys on the Underground (versus the expectations in the financial
plan adopted by Government at the time of the PPP) is being kept under
review with a report being presented to the next meeting of the Finance
Committee and an update to the Board on 22 July.

Jay Walder

In discussion, members raised the following points:

e over the next few years, the Board should consider how it can
build and expand on the success of congestion charging; and
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e that, based on the good working relationships which had been
built between the Borough Partnerships Team and the Boroughs,
it may be possible for TfL to become involved in the public spaces
agenda.

The Board noted the report.
PPP CONTRACT PERFORMANCE

Tim O'Toole advised the Board of the lengthy negotiations that had
taken place to try and avoid the strike action by the RMT the following
week. He also advised that, although it is unclear at the moment what
services will be operating, contingency planning is under way.
Discussions are taking place with the Metropolitan Police about
additional assistance and a communications strategy was being
developed to ensure clear information is available to the public.

Peter Hendy said that, in the event of a dispute, London Buses would
operate as full a service as possible and that the Metropolitan Police
Service and British Transport Police would be involving in assisting
crowd control and traffic flow.

Tim O'Toole reported briefly on PPP contractual performance and the
Board noted the paper.

BEST VALUE PERFORMANCE PLAN

Stephen Critchley advised the Board that TfL is required to produce the
Best Value Performance Plan on an annual basis and the Annex to the
paper provides additional information required to comply with statute.
Robert Kiley reminded members that almost every subject covered by
the Performance Indicators are measured and monitored elsewhere in
the organisation in a more relevant and meaningful way.

Bryan Heiser requested more information about the process for arriving

at the equality performance indicator for access to buildings and it was

agreed that he should meet Valerie Todd and Stephen Critchley.
Stephen Critchley

Following a short discussion, the Board approved the contents of the
Annex and agreed to delegate authority to the Managing Director,
Finance and Planning, to make changes to the Best Value Performance
Plan, prior to its publication by the end of the month.

PICCADILLY LINE EXTENSION TO HEATHROW TERMINAL 5

Mike Hodgkinson declared an interest in this item and did not take part in
the discussion.
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Tim O'Toole introduced this paper by reminding the Board that the paper
had been presented to the Finance Committee and been the subject of
fairly in depth discussion already. Stuart Harvey summarised the key

points.

One member raised an ongoing concern about the capacity of Piccadilly
Line to deal with the increased number of passengers and their luggage.

The Board approved the resolution as follows:

1.

Approved the contents of the Project Agreement, Parent
Company Guarantee and the Agreement for Lease, subject to
such additions, deletions or amendments as may be authorised
by the Commissioner or the Managing Director Finance and
Planning.

Agreed, subject to the consent of the Secretary of State having
been obtained pursuant to Section 207 of the Greater London
Authority Act 1999:

that the Commissioner or, in his absence, the Managing Director
Finance and Planning, shall have delegated authority on behalf
of TfL to permit execution by London Underground Limited via
any one of its company directors, LUL company secretary or LUL
Head of Legal Services, to sign and/or seal and deliver on behalf
of London Underground Limited the Project Agreement, Parent
Company Guarantee and the Agreement for Lease (including
any additions, deletions or amendments as may have been
authorised by the Commissioner or the Managing Director
Finance and Planning in accordance with Resolution 1 above)

that the Commissioner or the Managing Director Finance and
Planning shall authorise London Underground Limited to do all
such further things necessary in connection with completing the
Project Agreement and authorise LUL to sign and/or seal such
further documents including contracts as are required in
connection with the documents referred to above.

Approved the release of funds from the Group Budget and
Business Plan UIP 8791 to the value of £18.52 million across
2004/05 to 2008/09. Further release funds from UIP 8301 to a
value of £59.08 million across 2004/05 to 2008/09, fully
reimbursable by HAL.

AUDIT COMMITTEE REPORT

The Board noted the report on the proceedings of the Audit Committee
meeting held on 25 May 2004.
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FINANCE COMMITTEE REPORT

The Board noted the report on the matters discussed at the Finance
Committee meeting held on 11 March 2004 and in particular, the
Committee’s concern about the level of fraudulent use of credit/debit
cards at unattended ticket machines on the Underground. The
Committee had requested an action plan to address this issue.

TfL HSE POLICY STATEMENT

The Board approved the new Health, Safety and Environment Policy
Statement.

DOCUMENTS SEALED ON BEHALF OF TfL

The Board noted the documents sealed on behalf of TfL between 11
March and 9 June 2004.

ANY OTHER BUSINESS

There being no further business, the meeting closed at 11.17 hours

CHAIR



AGENDA ITEM 2

TRANSPORT FOR LONDON

TfL BOARD

SUBJECT: COMMISSIONER’S REPORT FOR JULY 2004

MEETING DATE: 22 JULY 2004

1. PURPOSE

This is the Commissioner’s written report for July 2004. This report provides an
overview of major issues and developments since the last Board meeting and
updates the Board on significant projects and initiatives.

2. TFL BUDGET AND BUSINESS PLAN / SPENDING REVIEW 2004
2.1 Budget and Business Plan

The business planning process for 2005/06 has started, and the businesses are due
to submit proposed plans in early September.

2.2  Spending Review 2004 (SR 2004)

The results of the spending review are expected to be announced on 12 July. I will
update you on the outcome when we meet.

3. TfL OPERATIONS
There are some operational issues to draw to your attention.
3.1 Surface Transport

3.1.1 London Buses

Bus patronage continues to grow, with an increase of 6.3% year on year in Period 2
of 2004/05. There was again low staff lost mileage in this period, down to 0.16%.
The service quality indicators for London Buses continue to exceed targets. Excess
waiting time is down to 1.23 minutes from 1.44 minutes a year ago.

Following three substantial audits, from the end of July operators should no longer
place vehicles in service at the start of the day without a working ramp. According to
the latest survey, ramp availability is 100% at over half the garages in London.
Substitution of inaccessible buses on accessible routes is also prohibited. This will
require monitoring and will focus attention on driver training and behaviour.



A meeting to discuss a proposal for an international bus-benchmarking group to be
run by Imperial College was held in London on 17-18 June 2004. Many of the
world’s major cities were represented including New York, Montreal, Hong Kong,
London, Paris, Dublin, Berlin, Barcelona and Madrid (Rome, Los Angeles and
Moscow are also possible members). This is the first step in establishing globally
consistent measures of bus funding and performance for world cities.

3.1.2 Traffic Management

The Traffic Management Bill is still in the House of Lords and will have its third
reading in the Lords on 8 July. The Commons are then set to consider Lords
Amendments on 12 and 15 July.

TfL is working closely with the Department for Transport and Government, who are
pressing to maintain the parliamentary timetable to enable Royal Assent this
summer.

3.1.3 Public Space and Public Life in London

On 22 June, TfL and the Central London Partnership launched the study by Jan Gehl
“Public Spaces and Public Life — Towards a Fine City for People”. The study looks
at the pedestrian environment and public space in central London. TfL is developing
an action plan that will implement many of the findings of the report. TfL will also
then publish draft streetscape design standards for London which will address some
important issues raised in Gehl’s report.

3.1.4 Congestion charging scheme

Consultation on the two variation orders to the congestion charging scheme has
been completed. The two elements that generated the biggest response were the
proposals to increase penalties and other enforcement charges and changes to the
residents’ discount eligibility. A report for the Mayor is being drafted on the outcome
of the consultation.

3.2 London Underground

3.2.1 Customer service and performance

A few months into the new year, all the main metrics for Underground performance
are on or slightly better than budget, including excess journey time, service volume,
and percentage of schedule operated. Closures have been higher than last year;
this will continue to be the case as it is largely due to planned work.

3.2.2 Industrial relations

On 22 June the RMT announced it would take strike action on the Underground on
29-30 June, for 24 hours from 18:30 on 29 June. The strike was unprovoked in that
no substantive dispute had been raised with LUL. Discussions were ongoing with all
the Underground trade unions (including RMT, ASLEF and TSSA) over the pay and
conditions offer, and no real dispute had occurred within the context of those
discussions.



The RMT strike saw over three million passengers that usually use the Tube taking
to buses, bikes, walking or taking alternative rail services. TfL staff were involved in
dealing with the substantial impact of the strike, including providing information to
passengers at interchanges on travel alternatives.

Thanks to the efforts of many staff the Underground was able to run some limited
services. In addition, about 60—70 extra buses were in operation as well as an
additional river service. Support was provided by the Metropolitan Police Service,
with both Traffic and Transport police officers and Transport Police Community
Support Officers deployed for passenger assistance, traffic direction and crowd
control.

3.2.3 Land value

TfL has published a report indicating that the uplift in land values attributable to the
Jubilee Line Extension is in the region of £2 billion in the area of Canary Wharf
Underground station and £800m in the Southwark Underground station region. The
study was commissioned by TfL and conducted by the real estate services and
money management firm Jones Lang LaSalle.

3.2.4 LUL report into the first year of the PPP

On June 17, the Underground published its review of Tube operations and
performance under the first year of the Public Private Partnership (PPP). The full
report, entitled "London Underground and the PPP - The first year", is available on
the TfL website. It concludes that the ‘jury is still out’ on PPP, with some limited
successes by the Infracos (such as cleaner stations and trains). However
improvements in performance for key assets such as trains, track and signals have
not materialised in the first year. LUL also continues to have serious concerns over
the planning and project management of the Infracos. Over the next year we must
see an improvement from the Infracos in both the quality of their maintenance work
and in their major renewal projects.

The Underground’s report into the first year under the PPP coincided with the
publication by the National Audit Office of two reports into the PPP, one looking at
whether the deals were value for money and the other looking at performance so far
under the PPP. The first concluded that it was not possible to determine whether the
deals represented value for money, while the second concluded that performance so
far was very mixed.

These reports were scrutinized by the House of Commons Public Accounts
Committee (PAC) on 22 June, at which Tim O'Toole testified. The PAC was
particularly interested in the value for money report and probed the conclusions of
the report intensely. The PAC is deciding whether to call another session to further
discuss the NAQO'’s conclusions.

3.2.5 Safety report

On 17 June, the Underground also published the conclusions from the first phase of
an independent audit of Tube safety (including the PPP structure) conducted by
Arthur D. Little. The first phase of the audit concluded that LU's overall safety
management arrangements are robust but made 15 recommendations, all of which
are being addressed by LU.


http://tube.tfl.gov.uk/content/faq/lines/Jubilee.asp
http://tube.tfl.gov.uk/guru/launch/launchgurustationinfo.asp?id=42
http://tube.tfl.gov.uk/guru/launch/launchgurustationinfo.asp?id=241

The second phase of the audit is now underway and is looking in more detail at the
three recommendations for improvement that were considered most important.
These three areas are: improving how the Infracos assure LUL about the safety of
their activities, improving the clarity of managers’ and staff roles and responsibilities
and improving track access control arrangements. The report of the second phase is
expected to be concluded later this year and will be published then.

4. MAJOR PROJECTS AND INITIATIVES
4.1 Rail

We continue to await the Government decision on rail projects such as Crossrail and
East London Line. The outcome of the ralil review is also pending.

4.2  Equality and inclusion (E&I)

TfL has revised its Race Equality Scheme (RES) in consultation with the CRE. TfL is
now briefing MDs and their senior management teams on the revised RES and
requirements from the business. The E&I team are also taking measures to achieve
the local government standards for equality. The first stage requires TfL to develop,
consult on, and implement a coimprehensive equality police. This policy is being
drafted and TfL will consult on the draft.

The review of Door to Door services, which commenced in July 2003, will draw to a
close in August. A review report and business case is being drafted as part of the
review process.

| have also launched a review to establish whether TfL has the capacity to deliver its
ambitious E&l agenda. The review team is due to report its findings and
recommendations in August.

Since publishing its workforce targets earlier this year, TfL has revised these targets
in light of feedback from the businesses. The E&I team and the HR community are
working in concert to ensure the 2005/06 targets are realistic, evidenced based,
achievable and part of a wider HR strategy that embraces retention, development
and an agreed approach to fairness at work.

5. ORGANISATIONAL ISSUES

There are a number of changes to the Secretariat department which | should
mention.

As many of you will know by now, Louisa Sherry has joined us recently as Assistant
Company Secretary from the Big Lottery Fund. She will be responsible for managing
the TfL Secretariat and TfL Boards, Panels and Committees as well as providing
secretariat support across the TfL group. She will also lead on Standing Orders and
Delegations, to ensure these are kept up to date and fit for purpose, and will deal
with queries. Louisa and Jo Chance have also been appointed Joint Secretaries to
the various Companies Act subsidiaries to TfL.



Jo Chance will be taking on a new role ensuring that pan-General Counsel issues
are taken forward.

The Corporate Governance Adviser will continue to be Jeff Pipe. He will be
responsible for TfL's Code of Corporate Governance, the governance framework
including facilitating the development of the pan-TfL policy portfolio, and providing
advice and guidance on ethical issues relating to how TfL’s business is conducted.

Richard Bevins has joined us as Head of the Information Compliance Unit as of 1
July, responsible for Freedom of Information and Data Protection issues. He joins us
from the Foreign & Commonwealth Office where he had responsibility for the same
areas.

All four of these roles will report directly to Fiona Smith.

Robert R. Kiley
Commissioner for Transport
July 2004
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PURPOSE

This note is intended to brief the Board on current trends in bus and
Tube passenger traffic and fares revenue and the likely outcome for
2004/05.

BUS
Overall trends

Bus ridership is currently running at about 6% up year on year; revenue
is about 13% up. Assuming an inflation-matching fare increase in
January 2005, it is estimated that bus revenue in 2004/05 is likely to be
around £840m, nearly 10% up on 2003/04 and £10m above budget.

Some bus traffic has been lost as a result of the higher fares
introduced in January 2004. However, sales of Bus Passes, for
example, are continuing to show volume growth of around 10% year on
year. Overall, the January fare revision appears to have had only a
very marginal net impact on the positive trend in bus ridership.

Fewer cash passengers than predicted have been lost or switched to
other tickets. Cash customers now comprise around 13% of all bus
users, compared with around 17% just before the revision.

The take-up by bus Pre Pay is starting to build up following the low-key
launch in May.

Causes of the current trends in bus ridership
The continuing strong growth in bus ridership appears to reflect:
- the on-going programme of bus service enhancements and the

improvement in bus service quality since the start of Congestion
Charging (3.5%);
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- the continuing underlying growth in off-bus ticket sales — primarily
Bus Passes (1%); and

- the general buoyancy of the London economy (1.5%).

Transfers of traffic from the Tube are thought to account for around 1%
of the current growth in ridership.

TUBE
Overview of the current position

Tube revenue in 2004/05 is now not expected to be above £1200m.
This is about 3% up on 2003/04 and £30m below budget. There is a
downside risk of around £10m, before allowing for the impact of the
recent industrial action. The trend in Tube ridership is broadly flat
when growth would be expected given the current economic situation.

Analysis of current trends

This shortfall of Undergound revenue to budget in 2004/05 appears to
reflect primarily a shift of Tube traffic to bus over the last 12 to 18
months. Following the Central Line closure last year, a reduction in
Tube use was evident. It was anticipated that in large part these
losses would be recovered in 2004/05. However, much of the traffic
lost appears to have transferred permanently to bus following the
introduction of Congestion Charging.

The Central Line’s closure coincided almost exactly with the start of
Congestion Charging in February 2003, making their relative impact
hard to disentangle. The Congestion Charging “package” included a
series of enhancements to the frequency and coverage of the bus
network in and around Zone 1. Substantial improvements in bus
service quality in and around central London have also taken place —
affecting both reliability and journey times. Fears of a deterioration in
bus service quality on the boundary of the Charging Zone have proved
to be unfounded and indeed contrary to what has actually occurred.

This sustained programme of bus service improvements appears to
have led to a significant transfer of Tube traffic to bus. Concerns over
security and the fare differential with bus may both have played a part
in determinimg the scale of transfer.

Tube revenue losses as a result of transfers to bus are now put at
around £40m in 2003/04. with a further loss of £15m in 2004/05. This
total loss of £55m over the two years is significantly more than
previously estimated. These additional losses account for the bulk of
this year’s Tube revenue shortfall against the 2004/05 budget.
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The January fares revision and theTube

The yield from the January Tube fare changes has also proved to be
marginally lower than anticipated. This reflects significantly higher than
expected switching from single tickets into Travelcards: in particular,
into the discounted tickets for students and 16/17 year olds; the Family
Travelcard and the Zone 1 to 2 One Day ticket. Many of these tickets
were made significantly more attractive at the revision.

The take-up of Tube Pre Pay is steadily building up. The new ticket
currently appears to have captured around 15% of single ticket sales.

After allowing for all these effects, the yield of the revision is put at
around 3.3% of Tube revenue, compared with a forecast of 3.7%.

CONCLUSIONS

Bus traffic and revenue continue to increase. The January fare
changes have had little net impact on bus ridership, which is up 6%
year-on-year. Revenue has increased by around 13%. Service volume
and quality improvements continue to be major drivers of growth.

Transfers from Tube to bus are proving greater and more permanent
than previously anticipated. This has led to a dilution of overall TfL
revenue — and a significant revenue shortfall for the Tube. It is
estimated that:

e in 2003/04, traffic transfers cost the Tube £40m but gained the
buses only £25m;

* in 2004/05, transfers will cost the Tube a further £15m; with the
buses gaining only £10m.

These differential gains and losses reflect the relative levels of the
fares charged.

The yield of the Tube fares revision has also fallen marginally below
that forecast. This reflects primarily higher than expected take-up of
discounted Travelcards for 16/17 year olds, students and children and
of certain One Day tickets.



London Underground

PPP Performance Report
To TfL Board
on 22nd July 2004

Period 2 2004/2005
(02/05/04 to 29/05/04)

UNDERGROUND

Performance figures are based on LU’s reporting cycle of thirteen four week
periods, starting on 1 April of each year and ending 31 March each year.

Forecasts are based on historical performance modified by known events or issues
that may have a positive or negative effect. These performance forecasts are
consistent with financial forecasts.

PPP Performance Report to TfL Board P2
Page 1 of 11



PPP Performance - Availability - Metronet BCV
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Agreed availability for 2003/04 was 25% better than benchmark and the peak in period 2
was largely due to reports of smoke in a tunnel and lost air pressure on a train, that in
period 13 was largely due to 6 trackside fires, 2 faulty block joints and an escalator job
overrun. In 2004/05 the improvement in period 2 is due to fewer track fires due to better
cleaning regimes. The largest agreed item is a faulty block joint between Piccadilly
Circus and Queens Park (£45k). The largest item in abeyance is a compressed air
problem on a train between Elephant & Castle and Paddington (£28Kk).
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Agreed availability for 2003/04 was 11% worse than benchmark with 6 periods worse
than benchmark due to train checks following Chancery Lane, the peak in period 4 was
due to a delay in returning escalators to service at Bond Street. Performance improved
as specialist technical resource from Bombardier was introduced. In 2004/05 period 1
the largest abeyance items are the loss of a train shoe at Marble Arch (£125k) and a
report of smoke at Holborn (£78k). This period the two largest agreed items are a
signal failure at Leyton (£36k) and a train door problem at Bethnal Green (£37k). 60% of
the period 2 abeyance is due to the train derailment at White City.

PPP Performance Report to TfL Board P2
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Victoria - Lost Customer Hours Below
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Agreed availability for 2003/04 was 4% worse than benchmark, with 6 periods worse
than benchmark. The abeyance in period 11 is due to a flooding incident between
Finsbury Park and Seven Sisters and a train failure at Victoria, that for period 13 is an
access booking issue for an escalator at Warren Street and traction shoes being
knocked off by rails left overnight at Northumberland Park Depot. In period 1 of
2004/05 significant agreed items are a signal failure at Seven Sisters and a broken
track wire at Finsbury Park (E100k each). The largest item in abeyance is a signal fault
at Pimlico, it is expected to be attributed to Metronet BCV (£114Kk). For period 2 agreed
availability is mainly due to signal failures at Finsbury Park and abeyance is largely due
to signal faults at King's Cross.
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Waterloo & City is a small line with a low level of LCH, and therefore any incident tends
to have a large impact on the graph above. The poor performance at the start of
2003/04 was due to track defects. In 2004/05 period 2 90% of the agreed availability
was due to a track circuit failure and the abeyance is largely due to faulty tunnel
telephones (£12K).
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There 1s no benchmark or forecast for other lines as it is impossible to predict the
effects on other lines of BCV incidents. Performance has seen a large improvement
since period 5 (2003/04). In 2004/05 the improving trend continues. This period there
were no incidents attributed to Metronet.

PPP Performance Report to TfL Board P2
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PPP PERFORMANCE - AVAILABILITY - SSL

Metropolitan, Circle and Hammersmith & City Lines - Lost Customer Below
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Except for period 10, performance in 2003/04 was better than benchmark due to
improved asset reliability as a result of the implementation of track and signalling
improvement programmes. Period 10 poor performance was due to a number of signal
failures. In 2004/05 the largest items in abeyance are a track fire at Aldgate and a signal
failure at King's Cross.
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2003/04 performance was better than benchmark due to District Line train reliability
improvements and removal of speed restrictions. The peak, in period 3 was due to an
engineering overrun, in period 9 a signal failure at South Kensington and in period 13 a
number of small signalling faults. Abeyance items in 2003/04 are due largely to speed
restrictions and are expected to be agreed to Metronet SSL. In period 1 2004/05 the
most significant item in abeyance is a speed restriction at Victoria due to a collapsed
drain. This periods performance is due to general improvement in all asset areas.
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ELL is a small line with a low level of LCH, and therefore any incident tends to have a
large impact on the graph above. Performance in 2003/04 was worse than benchmark

for 5 periods. In period 2 there were no significant incidents.
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There is no benchmark or forecast for other lines as it is impossible to predict the

effects on other lines of SSL incidents. The peak, in period

3 2003/04 was due to

track fault that delayed a Piccadilly Line train and in period 11 to snow fall related
issues. In 2004/05 abeyance, in period 1 was due to a signal failure at Acton Town,
expected to be agreed to MRSSL and in period 2 due to a number of points failures at

Ruislip, expected to be agreed to MRSSL.
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PPP PERFORMANCE - AVAILABILITY - JNP
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2003/04 Performance was variable, with 5 periods better than benchmark, 5 periods
worse than benchmark and 3 periods (1, 5 and 11) worse than unacceptable due to
signal and control system failures and winter weather disruptions. Performance in
periods 7 and 8 would also be worse than unacceptable if the Green Park signalling
failures (referred to Dispute Resolution) are accepted by Tube Lines. In 2004/05, period
1 the most significant incident was a signal failure at Southwark. Changes to
benchmark and unacceptable reflect Wembley Park adjustments.
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Performance in 2003/04 was variable, with 7 periods better than benchmark, 4 periods
worse than benchmark and 2 periods (4 and 7) worse than unacceptable. Agreement
of the incidents currently in abeyance, including the Camden derailment (period 8,
referred to Dispute Resolution), the Angel compressor failure (period 11) and a signal
failure at Finchley Central (period 13) would put performance in periods 8, 11 and 13
worse than unacceptable. In 2004/05 period 1 the largest incident in abeyance is a
signal failure at Mornington Crescent/Camden (£34k). This period has 2 significant
items in abeyance, signal/points failures and speed restrictions at Camden and
Archway (£2,956Kk).
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Performance for the first 6 periods of 2003/04 was worse than benchmark, with period 4
worse than unacceptable, however the last 7 periods were all better than benchmark.
In 2004/05 the abeyance in period 1 is largely due to a train failure at Southgate
(E165Kk). This period a number of incidents are still in abeyance, if agreed to Tube Lines
their bonus would reduce by £204k. The largest incidents in abeyance were signal
failures at Covent Garden, Acton Town and South Kensington.
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There is no benchmark or forecast for other lines as it is impossible to predict the
effects on other lines of JNP incidents. The performance trend has generally improved
since transfer. The largest item in abeyance is an engineering overrun at Ealing
Common depot in period 13 (£43k), a further £22k in service points is also still in
abeyance. This period a signal failure at Earls Court is still in abeyance (£43k).
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PPP PERFORMANCE - AMBIENCE
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The published result for Q4 2003/04 continued the trend of better than benchmark
performance, despite the slight fall on the Bakerloo Line due to cleanliness and on the
Victoria Line due to signage. LU expect the score to fall slightly going forward as the
major stations works begin.
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Performance for 2003/04 was worse than benchmark, largely due to graffiti on trains.
The improved performance in quarters 3 and 4 is due to MRSSL's focus on trains, such
as the anti-graffiti measures, which has brought the aggregate score to 69.96 just short
of benchmark. The forecast for the year 2004/05 is based on initiatives in MRSSL's
Annual Asset Management Plan.
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Ambience performance in 2003/04 has been just worse than benchmark for the whole
year. Quarter 4's performance has seen continued good performance on the Piccadilly
Line although there have been reductions in train cleanliness, graffiti and litter control
on the Jubilee and Northern Lines. The score for quarter 4 is 70.98 which is marginally
worse than the benchmark of 71.
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PPP PERFORMANCE - SERVICE POINTS ON FACILITIES

Service Points
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In 2003/04 performance was worse than benchmark, the peak in period 11 was due to
CCTV and Public Address (PA) faults, which LU have been working with Metronet to
improve. In 2004/05 the performance remains worse than theshold. The improvement
this period is due to reductions in dot matrix faults together with improvements in CCTV
and PA faults. Further improvement is forecast as Metronet's CCTV investments take
effect.

Service Points

8000

Service Points - SSL - Facilities Faults

Below

7500 -
7000 -
6500 -
6000 -

5500 -

5000 - /
4500 -
4000 -

3500

1 ¢
X

X
X
X
X

i

X

N
N\

[ Service

T Forecast

vl
H H —>— Threshold

Threshold
is Good

Period 1 2 3
Apr03

4 5 6 7 8
2003/4

9 10 11 12 13
Mar04 Apr04

2004/5

1 2 3 45 6 7 8 9 1011 12 13

Mar05

In 2003/04 performance was variable, periods 3 to 6 were worse than threshold due to
dot matrix indicator and public address system (PA) faults. In 2004/05 performance has
improved but the theshold is much tougher. This period was worse than threshold due
to the level of CCTV and PA faults.
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In 2003/04 poor performance was due to toilet, dot matrix indicator, CCTV and public
address faults. In 2004/05 performance in period 1 remained poor. This period
performance has improved to better than threshold for the first time in almost a year with
improvement noted in CCTV, Public Address and Help Point performance.
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AGENDA ITEM 4

TRANSPORT for LONDON

TFL BOARD

SUBJECT: TFL GROUP STATEMENT OF ACCOUNTS FOR

THE YEAR ENDED 31 MARCH 2004

MEETING DATE: 22 JULY 3004

1.1

1.2

1.3

1.4

1.5

PURPOSE

To present the TfL Group Statement of Accounts for the year ended 31
March 2004 for approval.

BACKGROUND

The attached Statement of Accounts has been prepared in accordance
with the provisions of the Audit Commission Act 1998 and the Accounts
and Audit Regulations 2003 (“the Regulations”). The form, content and
accounting policies followed in preparing the Statement are as
prescribed in the Regulations and by the Code of Practice on Local
Authority Accounting published by CIPFA (“the SORP”).

As well as prescribing the format of the Statement of Accounts, the
Regulations require that the income and expenditure account and
balance sheet are approved by a resolution of a committee of the
Board, or otherwise by a resolution of the members of TfL, meeting as
a whole. Such approval is to take place as soon as practicable, and in
any event by 31 August 2004.

Prior to the approval, the Regulations further require that the
responsible financial officer (in the case of TfL, the Chief Finance
Officer) shall sign and date the Statement of Accounts and certify that it
presents fairly the financial position of TfL at the end of the year to
which it relates, and its income and expenditure for the year.

In addition, the Statement of Accounts must be made available for
public inspection for a period of four weeks following advertisement of
the inspection period. This public inspection period commences on 19
July 2004 following consideration of the accounts by the Finance
Committee on 13 July 2004. Following the public inspection, the
auditors may receive questions of objections to the accounts from local
government electors in London. Should any such questions or
objections be raised, these will be reported to the Finance Committee
at its next meeting.



3.1

3.2

3.3

3.4

3.5

KEY FEATURES OF THE ACCOUNTS
Basis of preparation

The principal difference between local authority accounting and that
used in company accounts and elsewhere in the public sector is the
treatment of capital expenditure. Instead of charging the cost of capital
assets to revenue account by way of depreciation over their useful
lives, the actual cost of those assets is charged in the year in which the
asset is paid for, to the extent that this cost is not funded from other
sources such as the proceeds of capital assets sold or contributions
from third parties. This only applies to the capital assets of the
authority itself (TfL Corporation) and thus not to TTL or its subsidiary
companies. This accounting treatment results in the line “Capital
expenditure financed from revenue” below Net operating expenditure in
the Revenue Account.

Changes from last year’s accounts

There are two significant changes to the presentation of the accounts
compared with last year, the first concerning the transfer of London
Underground Limited to Transport for London in July 2003, and the
second being the full implementation of Financial Reporting Standard
17 — Retirement Benefits.

The transfer of London Underground to TfL has been accounted for as
a merger under Financial Reporting Standard 6 Acquisitions and
Mergers, on the basis that LUL remains dependent on Transport Grant
receivable from the Department of Transport to fund its operations and
capital programme, and because the Public Private Partnership
contracts put in place prior to the transfer of LUL significantly restrict
TfL’s ability to vary the operating and financial policies of LUL. For
accounting purposes, LUL is treated as if it had always been a member
of the TfL group. The Revenue Account for the year ended 31 March
2004 therefore includes a full year's results for LUL, and the
comparative amounts in the 2004 accounts have been restated to
include LUL.

The actual mechanism of transfer was complex, and involved the
dissolution of London Regional Transport by operation of law and the
dividing up of its assets and liabilities between the Corporation and
Transport Trading Limited. The use of merger accounting in these
circumstances gives rise to various reserves. Overall, these reserves
represents the difference between the consideration given by TfL for
the transfer (nil) and the value of net assets transferred from LRT.

The other change is the full implementation of FRS 17. The SORP
issued by CIPFA requires the full implementation of FRS 17 for the
year ended 31 March 2004. As this is a change of accounting policy
this is dealt with as a prior year adjustment and the comparatives in the
accounts have been restated accordingly.



3.6

3.7

3.8

3.9

41

Disclosure of pension fund deficit

As stated above, the Statement of Accounts are required to comply
with the provisions of FRS 17. Under FRS 17, the assets of the
pension fund are valued at market value at 31 March 2004, and the
liabilities are discounted at the AA corporate bond rate at that date.
The surplus or deficit arising is shown in the balance sheet under
“Pension and other post retirement liabilities”, and is highly volatile due
to the variation in the market value of the funds assets from year to
year.

The group balance sheet includes both the deficit on the public sector
section of the LRT Pension Fund, and also TfL’s share of the deficit on
the Local Government Pension Scheme, calculated on a FRS 17 basis.
These amount to £880.0 million and £2.7 million respectively. The
Corporation balance sheet includes only the deficit on the LGPS as it is
not possible to identify the amount of deficit in the LRT Pension Fund
that relates to the Corporation.

The SORP requires that the implementation of FRS 17 does not impact
on Council Tax rates, and this means that where the pension costs
under FRS 17 exceed the actual contributions paid, as they do in TfL’s
case, a notional credit is required to cancel out the shortfall. This
results in the establishment of a Pensions Reserve, with a balance
equal to the deficit on the Pension Fund. This Pensions Reserve is
included in “Other reserves” on the face of the balance sheet.

The FRS 17 basis of valuation is different to that used by the Fund
Actuary in the triennial valuations which determine the level of
contributions that TfL group is required to make to the Fund. The last
such valuation was at 31 March 2003 and revealed a deficit of £421
million. The rules of the LRT Pension Fund require that this deficit
should be made good by additional employer contributions over a
period not exceeding ten years. Contribution rates have been
increased from 3.05 times employees contributions to 6.1 times
employees contributions with effect from 1 April 2004.

RECOMMENDATIONS
The Board is asked to APPROVE the Statement of Accounts and to

agree that the Chief Finance Officer will make any adjustments arising
from the ongoing audit work prior to the auditors signing their opinion.
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