TRANSPORT FOR LONDON
AGENDA
BOARD MEETING

TO BE HELD ON TUESDAY 19 NOVEMBER 2002
INTHE CHAMBER, CITY HALL, THE QUEEN'SWALK, LONDON SE1 2AA ,
COMMENCING AT 10.30 A.M.

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.

1 Procedural business
1.1  Apologies for absence
1.2  Minutes of the previous meeting held on 19 September 2002
1.3  Mattersarising, not covered elsewhere

2. Commissioner’s Report

3. Finance business
31 2" Quarter Finance Report
3.2  2003/04 Proposed Business Plan
3.3  Thames Gateway Bridge

4, Safety business
Safety, Health & Environment Committee Report

5. Any Other Business



Transport for London

Minutes of a meeting of the Board
held on Thursday 19 September 2002, commencing at noon.
in The Chamber, City Hall, The Queen’s Walk, London SE1 2AA

Present: Ken Livingstone (Chair) (Items 64 to 70)
Board Members. Bob Crow

Stephen Glaister

Noé Harwerth

Kirsten Hearn

Oli Jackson

Susan Kramer

Paul Moore

Murziline Parchment (Item 64 to 70)

David Quarmby (items 59 to 64)

Dave Wetzel (Vice Chair) (Chair from items 59 to 64)

Special Advisor  Lynn Sloman
in attendance:

Others Robert Kiley

in attendance: Maggie Bdllis
lan Brown
Valerie Chapman
Stephen Critchley
Gareth Davies
Isabel Dedring
Peter Hendy
Pip Hesketh
Derek Turner
Jay Walder
Jeroen Weimar
Betty Morgan

59/02 PRELMINARIESAND APOLOGIES FOR ABSENCE
It was noted that the Chair had been delayed and it was agr eed that Dave Wetzel would
chair the meeting pending Ken Livingstone's arrival.  Apologies for absence had been
received from David Begg, Mike Hodgkinson, Tony West and Bryan Heiser

60/02 DECLARATION OF INTERESTS

The Chair reminded Board Members of the requirement to declare any interests in the
matters under discussion. No interests were declared.



61/02 MINUTES OF PREVIOUS MEETINGS

62/02

63/02

The minutes of the meeting held on30 July 2002 were agr eed as a true record.

MATTERSARISING

There were no matters arising, not covered elsewhere.

COMMISSIONER’S REPORT

The Commissioner introduced Gareth Davies and Maggie Bellis, who had recently been
appointed as General Counsel and Director of Corporate Services respectively.

The Commissioner introduced his written report for September 2002 and during
discussion, the following points were noted:
In order to reduce the disruption caused by road works initiated by utility companies, a

Streetworks Task Force had been established. A high level meeting between the

Mayor, the Boroughs and the utility companies had been planned in order to achieve

co-operative working between the utilities areas of activity. Additional measures
TfL was pursuing included: the pursuit of a further expansion of lane rental with
Government; a reinforcement of police presence at sSite meetings and the

development of a database to assist the identification of the location of roadworks.

It was agr eed that a report on progress made with the database would be made to the

Board in February 2003;

A regquest was made for consultation with the trade unions of all parties involved in
the East London Line project, which had been redesigned and expanded;

The delay in producing rail cars for DLR had been due to strikes at the factory in
Crespin but the mgjority of railcars had been fully commissioned and were due to be
in service by the end of November. It was suggested that the publicity literature for

therailcars could include the Mayor’s decision at an early stage to bring the railcars
up to DDA standards;

Work on the A2 was progressing well and the target date for completion was the end

of November;

It was agreed that the Managing Director, Street Management, would prepare a
report for the Board on the possibility of introducing a timer countdown system for

traffic lightsin London similar to the system used in Istambul;

TfL was congratulated on the completion of the Trafalgar Square project and the fact
that the significant improvements and environmental benefits were apparent;

London taxi drivers were being targeted to spread the message regarding the

changes in traffic light timings,

Parking restrictions were not currently being sufficiently enforced and the

suggestion was made that the Police be requested to enforce parking restrictions.

The majority of affected roads were Borough roads and it was noted that a new
contract with the police to improve the situation had been proposed. It was noted

that Commander Alan Shave was due to retire in November.

The report was noted.



64/02

65/02

Ken Livingstone joined the meeting and took over as Chair.
SAFETY, HEALTH AND ENVIRONMENT COMMITTEE REPORT

David Quarmby introduced a report of the meeting of the Committee held on 4
September 2002.

The main points David Quarmby drew to the Board' s attention were:
- The causes of sickness absence within LUL were noted;
A report on motorcycle safety would be made to the Board by the end of the year. It
was noted that there had been a reduction in the allocation of resources to traffic
police. The Committee had expressed mncern over driving standards and driver
compliance and noted that non-compliance with traffic regulations such as banned U
turns comprised a significant cause of accidents,
It was noted that the retiming of traffic light signals had been made in order to meet
the Department for Transport standards;
LUL had pioneered methods of measuring safety climate within an organisation and
the Committee was taking the lead in piloting measuring this within TfL. The PCO
had agreed to act as a pilot for a safety climate survey.

During discussion, it was noted that apermanent cross TfL and LUL multidisciplinary
team had been established which handles specific events such as the Notting Hill
Carniva or the Golden Jubilee Weekend. A significant advantage of utilising a
multidisciplinary team was the operational experience and contacts that each member
brought to the team. Each event required considerable planning and lessons learned
from each event were routinely incorporated into planning for future events.

David Quarmby left the meeting.

FINANCE AND PERFORMANCE REPORT

The Managing Director, Finance & Planning gave a presentation supporting and
updating his written Finance and Performance Report to cover the first quarter ending
30 June 2002.

During discussion, the following points were noted:

- TfL was undertaking work to analyse the extent of passenger shift from the
Underground to buses and to determine whether this was due to price and/or
capacity issues,

The level of Borough spend was the same in the current fiscal year as the previous
year, but TfL was now paying for work once carried out rather than paying for work
in advance;

The recently appointed Director of Corporate Services would address recruitment
issues as a high priority for TfL;

It was agreed that the new monthly Bulletin produced by the Economics Unit
funded by the GLA/TfL/LDA would be circulated to Board Members on a regular
basis.

The report was noted.



66/02 TfL’'sGROUP STATEMENT OF ACCOUNTS

67/02

Jay Walder introduced the final version of TfL’'s Group Statement of Accounts for the
year ended 31 March 2002, which had been considered by the Finance Committee on 11
September. Board Members were reminded that the draft Group Statement of Accounts
had been presented to the Board on 30 July.

It was noted that no questions or objections had been raised with the auditors following
the three week public inspection period for the accounts, which ended on 29 July. It was
further noted that Board Members had received a draft version of TfL’s Annual Report
with arequest to comment on the contents prior to publication.

During discussion, it was noted that the TfL budget had to be an accurate instrument for
running the business and accurate forecasting was essential. TfL officers were
implementing measures to reduce future underspending and the Commissioner gave an
assurance that TfL was not expected to be in an underspend position next year.

The Chair commented on the success of the Hungerford pedestrian bridges, which had
only been completed as aresult of TfL’s initiative.

Following discussion, the Board:

0] approvedthe Statement of Accounts; and

(i) agr eed that the Chief Finance Officer will make any minor adjustments arising
from the ongoing audit work prior to the auditors signing their opinion.

UNDERGROUND FARE PROPOSAL S FOR 2003

Jay Walder introduced a paper outlining proposas for revisons to fares on the
Underground and DLR in January 2003. The proposals had been discussed at the Rail
Transport Advisory Panel on 6 September and the Finance Committee on 11 September.

The proposals included an increase in Underground fares in line with inflation by an
average of 1.5%, with an increase of al Underground single fares to Zone One by 10p
but not including the Zone One single fare. All other single fares and the price of the
carnet would be frozen.

During discussion, it was noted that some Board Members were concerned that the
proposed Underground fare increases for outer Londoners would result in a significant
impact in the short term, which would coincide with the introduction of congestion
charging and a potential recession The Chair commented that since he had assumed
power as Mayor to direct fares, on a year by year basis, Underground fares had
increased only by inflation. In addition, there was no increase in trips which did not
involve Zone One, and the impact of Pre Pay (due to come into effect in September
2003) would alow significant bulk discounts to be made in all zones.

In response to a question on progress on integration across al modes, it was noted that
agreement had been reached with all the Train Operating Companies (TOCs) in London
that any station with gates or turnstiles will accommodate the Prestige card. TfL was
working with the TOCs on expansion of the utilisation of the card generally, but it was



68/02

69/02

anticipated that this issue would be included with the broader current consultation on
fares policy and initiatives for the national raillway. A request was made to re-examine
the current system of Zones.

Following discussion, the Board noted:

0] The proposals outlined in the Board paper (Agenda Item 7) and attached tables;

(i) That it was intended to seek views on the proposals from the London Transport
Users’ Committee, the Strategic Rail Authority, the London Business Board, the
relevant trade unions and the London Boroughs through the ALG; and

(iii) That the Mayor will formally consult with London Regional Transport on his
draft directions, which, once finalised, will be reported to the TfL Board.

DISPOSAL POLICY FOR SURPLUS TFL PROPERTIES

Jay Walder introduced a paper seeking approval for a disposal policy in respect of the
TfL Group’s properties that were no longer needed for the discharge of its functions. It
was noted that the paper had been produced in response to the discussion at the previous
Board meeting. The Finance Committee had discussed the matter on 11 September and
requested that a special meeting be set up to discuss the designation of surplus
properties.

The Board noted the report and agr eed the recommendations and intentions set out in

paragraph 9 of Agenda Item 8, as follows:

()] The Board agr eed the disposal policy recommended to it at its meeting on 30
July 2002. In addition to that agreed policy, it is agreed that, if the TfL Property
Consultant considers it appropriate, TfL should consider alternative ways of
structuring sdes when offering properties to registered socia landlords.
However, in all cases, thiswould be subject to TfL being satisfied that it was not
selling property at an undervalue and would be conditiona on the buyer
progressing the sale within a reasonable timescale set by TfL.

(i) The Board agr eed that the Managing Director, Street Management has del egated
authority to resolve on TfL’s behalf to lift or vary the route safeguarding in place
for the inherited road schemes.

EQUALITIESAND DIVERSITY TEAM —PROGRESS REPORT

Jereon Weimar introduced the report which updated the Board on current work
undertaken within TfL and highlighted the challenge faced in respect of targets. TfL
and the other GLA functiona bodies had agreed to abide by the GLA Equalities Review
recommendations.

It was noted that Pip Hesketh, Head of Socia Inclusion, will be examining the work
done in this area to date with Maggie Bdllis, Director of Corporate Services and also
how to progress the work over the next few years. A fuller report will be made to the
Board in November 2002 or February 2003.



70/02

The report was welcomed and, during discussion, the following points were noted:
Kirsten Hearn expressed concern that some key issues had not been addressed by
TfL to date. She requested that the report indicated how TfL proposed to support a
more diverse age range within TfL and increased participation by lesbians, gay men
and transgender people, with demonstrable outcomes;

The request was made for more analysis on a year by year basis, with information on
how the data is broken down. The data provided should include an indication of
progress made against targets and cross checks should be aligned and consistent.

It was noted that it was likely that there would be a significant shift towards pursuing
civil rights agendas throughout TfL and a strong baseline should be developed in order
to attract staff. The workforce should experience equality in the workplace on a daily
basis. TfL will focus on clarity and transparency of information in order to make
information accessible to al.

The report and the issues raised during discussion were noted.

ANY OTHER BUSINESS

There was no other business

There being no further business, the meeting closed at 13.33

Chair

Date



AGENDA ITEM 2

COMMISSIONER’S REPORT FOR NOVEMBER 2002

1. PURPOSE
This is the Commissioner’s written report for November 2002. This report:

- Provides an overview of issues and developments since the September Board meeting;
- Informs the Board of major projects and initiatives being undertaken by TfL; and
- Updates the Board on actions that the management team is taking.

2. INTRODUCTION

Over the last two months, we have focused on the development of our next six year Business Plan.
TfL's businesses prepared detailed budget and plan submissions, including business cases, in late
September. These submissions incorporated issues raised at the Board Away Day in September.

We have discussed the proposed business plan and budget with the three Advisory Panels and
Finance Committee during this Board cycle. We have also had our first of several meetings with the
GLA Assembly Budget and Transport Committees which focused in particular on the funding gap
for the out years. Most members appeared to support lobbying Government for extra funds while
acknowledging the need for TfL to have the means to fund itself.

A paper seeking approval of the Business Plan is included on the Board agenda, and immediately
following approval the budget will be formally submitted to the GLA.

3. TfL OPERATIONS

A separate finance and performance report is attached. However, there are some particular issues to
draw to your attention.

3.1  Bus performance

As reported previously, cumulative journeys are up 8% year on year. The growth in period bus pass
usage continues with cash journeys reducing. However, significant delays continue to disrupt the
bus service at major construction sites such as Kings Cross, Barking (A13), Blackheath and due to
diversions around Kensington Church Street and Old Palace Yard roadworks. Nevertheless, QSI
results were better than a year ago — in particular, night bus punctuality improved significantly this
month, over and above that expected due to seasonal factors.

Industrial action on the Underground on 25 September caused additional traffic congestion and
boarding delays to buses due to higher passenger volumes. Once again bus staff and TfL employees
worked extremely hard to keep these services running.



3.2 Streets performance

The number of people killed and seriously injured (KSlIs) on London’s roads is down 9% on the
same period last year.

TfL’s three major construction schemes (Trafalgar Square, Vauxhall Cross and Shoreditch) are on
target, with Trafalgar Square ahead of schedule. This means that the new road layouts (and hence
new traffic patterns) for all 3 schemes will be in place by Christmas 2002. TfL is aware of public
concerns around these projects and is actively working on improving its management of and
communication about these and other roadworks.

Despite a number of unforeseen difficulties, TfL’s work to rectify the collapse of the A2 at
Blackheath Hill should be completed by Christmas 2002. In addition to fixing the original site of
collapse, TfL has had to stabilise loose subsoil as a result of old excavations over a 180m length of
road to ensure that further collapses do not occur. The work has also been somewhat prolonged by
the need to address Lewisham Council’s legitimate concerns regarding the stability of nearby
buildings.

3.3 DLR performance and status of extensions

The annual ridership trend is 7% above last year, and continues to increase. The London City
Airport Extension contract is progressing towards closing and the Transport and Works Act Inquiry
for the onward extension to Woolwich Arsenal has now been fixed for 28th January 2003. Public
consultation has also commenced on extending train length on the DLR to 3 cars.

4. TfL PRIORITIES

I would like to update you on the status of TfL’s major projects and initiatives.

4.1  Congestion Charging

Following consultation with the London Boroughs, the Mayor announced on 11 October that
public transport will be ready for the start of the congestion charging scheme on February 17, 2003.

A major public information campaign on congestion charging started on 14 October comprising
leaflets sent to every household within the M25, posters on key roadside sites and advertising on
TV, radio and national press. The “pre go-live” services for congestion charging started shortly after
this date and included the launch of the full-service call centre and the start of allowing those eligible
to register for a discount. Call centre operations are going well so far and information is being
collected to allow continuous improvement in call centre services.

Extensive traffic management works to support congestion charging are underway; those on the
TLRN are scheduled to be complete before congestion charging starts. We are working closely
with the Boroughs to deliver traffic management schemes on their roads with the objective of
completing the majority of the works before the congestion scheme starts.



Also ongoing at the moment are discussions with key stakeholder groups to define what the “base
line” traffic conditions are in London today. This will form the basis against which the effects of the
congestion charging scheme will be measured.

4.2  Transport policing and enforcement

Since the formal launch of the Transport OCU, enforcement has commenced on the route 185, 82,
109, 159, 36, 16, 32, 38, 73, 9 & 10 bus corridors. The dedicated corridor teams and area-based
taskforces have so far had a significant impact. The figures to the end of September show that:

341 arrests have been made by the corridor teams for a variety of offences
9,855 tickets have been issued for vehicle parking violations

450 illegally parked vehicles have been removed from red routes

26 taxi operations have been undertaken and 148 arrests have been made

Further work is being undertaken to identify the impact of the TOCU operations on bus reliability
and traffic movement.

In the Street Management area, sample sites show a 50% reduction in bus lane parking and driving
violations where we are enforcing the bus lanes. This is done via issuance of penalty notices based
on evidence collected by bus and on-street cameras. There are 696 buses with cameras installed and
working, of a planned 1046.

You are already familiar with our proposal to extend this project into 2003-4. It is part of the
Business Plan Proposal which you will be considering today.

4.3 Borough relationships

TfL continues to work on improving the effectiveness of its work with the boroughs. | had a
breakfast meeting with the Borough Chief Executives on October 3, at which planned
improvements in the TfL-borough relationship were discussed as well as common interests such as
local authority funding. This was followed by a larger meeting for Borough transport management
teams, where key changes to the structure of TfL’s working interactions with the boroughs were
laid out in more detail, including TfL’s new 3-year funding commitment to the Boroughs. Both
meetings were well-received. My meetings with Borough Chief Executives will continue every six
months.

In addition, the first “Borough Forum” meeting was held on 15 October, to which members and
officers of all 33 boroughs were invited. The key themes were to set out the improvements to the
bus service, both implemented and planned, to focus on the Bus Priority Action Plan (currently out
to consultation with the boroughs) and, importantly, to give an opportunity to the boroughs to raise
issues with London Buses.

4.4 National Rail

The SRA has announced a new franchising regime aimed to provide far more control of train
service specification and the quality of the operation. Discussions have taken place between TfL and



the SRA on increasing co-operation in terms of developing commuter rail services and integrating
them with TfL's other services. A Memorandum of Understanding is being prepared with a view to
agreement by the end of the year.

Some limited service improvements have been implemented on orbital services serving London
(additional peak hour capacity on the North London Line, a regular Sunday service on the West
London Line and better cross London services from Wembley Central).

4.5  Major projects

The scheme to extend the East London Line (based on metro services from south London via
London Underground's current East London Line and onto the North London Line to Highbury
and Islington) is awaiting final approval of the Business Case from the Secretary of State. Separately,
the High Court ruled on 9 November that there had been a breach of one planning condition but it
was left to the two local councils involved, Tower Hamlets and Hackney, to decide whether or not
to prevent the necessary demolition of part of the Bishopsgate Goodsyard. The local authorities
concerned are active supporters of the East London Line proposals and TfL is working with them to
take the project forward. Project management and control arrangements are in place for the project
to proceed once the above ‘approvals' are obtained.

The Crossrail team is evaluating the short list of route options — the business case for the overall
project and for each route component will be examined as part of this process. TfL’s Finance team is
looking at creative options for funding Crossrail that would be based on capturing some of the
expected increase in land value in the surrounding property. Decisions as to specific aspects of the
Crossrail proposal will be made and announced later this year.

The Thames Gateway Bridge project is progressing rapidly, and the Thames Gateway Bridge
proposal is on today’s agenda for action. A project team has been put together and will progress the
project through the preliminary engineering and power stages, which we hope will conclude within
two to three years.

4.6 Freight

TfL is working to support the Government's objective to increase rail freight in the UK by 80%
over 10 years. The Deputy Prime Minister has rejected the planning proposal for a rail freight
terminal at Colnbrook near Heathrow. This was one of only two potential freight interchange sites
being developed to serve London. Cricklewood is progressing. TfL organised a seminar jointly
with the Railfreight Group on 15th October to promote rail freight in London. This was supported
by two TfL Board Members as speakers/contributors.

4.7  Planned firefighter strikes

TfL has developed contingency plans with partner organisations - LUL, SRA, ATOC, MPS, LRT
to prepare for any 'knock-on' effects onto transport services, should FBU staff strike.

Plans include briefing of transport operators and staff on the legal and "practical’ issues that will arise,
provision of management and control resources through any strike period and a multi-agency
communication plan to stakeholders, customers and staff.



5. STRATEGIC ISSUES
5.1 Integration of LUL

As of the writing of this paper, Tube Lines is urging the Government to close ahead of Metronet
despite the financial instability of Amey and without regard of the dangers of a "mixed” PPP on
which we have not been consulted. There has been no move to discuss the £1.5 billion funding gap
with us. Despite the uncertainty around the PPP we continue to progress our work on the PPP
programme control project.

At the same time, we are proceeding with implementation of the new TfL organisational structure.
The first phase of recruitment to senior corporate support functions across TfL and all the modal
businesses - including LUL - will start in mid-November, with appointments announced during the
first week of February. The second phase of recruitment will start in late January with appointments
announced in April.

5.2 Social inclusion

On 27th September, TfL attended the launch the GLA family Equality Commitment to upholding
the recommendations of the Best Value Review on Equality. | spoke at the launch alongside the
Chief Executives of the other GLA functional bodies.

The HR based Equality and Diversity Team was merged with the Social Inclusion Team at the
beginning of October to ensure that TfL both an internal and external focus on Equality and
Inclusion. Both Teams now report to the Head of Social Inclusion.

During the recent activity in the business planning cycle, all project proposals have been appraised
for their equality and inclusion content - a commentary is provided in the business plan proposals.
TTL are due to present their proposals to external stakeholders on 12 November and to the GLA on
4 December.

A new format for the reporting of equality employment statistics is currently being designed and will
be presented at the first Board meeting of 2003.

Robert R. Kiley
Commissioner for Transport
November 2002



AGENDAITEM : 31

TRANSPORT FOR LONDON

TfL BOARD

SUBJECT : 2nd QUARTER FINANCE REPORT

MEETING DATE : 19 NOVEMBER 2002

1.

11

21

PURPOSE

To inform the TfL Board of progress on operationa and financial performance against budget
and target for the second quarter of 2002/03 ended 30 September 2002.

KEY HIGHLIGHTS

The principal issues arising from the second quarter and our current forecast for the year are as
follows :-

Bus patronage continues to grow in line with target, but at a lower rate than recorded in
the first quarter (6% year-on-year growth in passenger journeys compared with 9% in the
previous quarter). Higher contract costs from improved service levels and tender prices,
and an increasing switch from cash fares to discounted tickets has resulted in a £4m
higher bus network subsidy for the second quarter than included in the 2002/03 budget
(and an estimated full-year overspend of £23m).

Despite significant delays caused by continuing essential roadworks, excess waiting time
on high frequency bus routes and overal customer satisfaction remained broadly on
target for the second quarter.

Service increases originally planned on DLR for implementation in April 2002, and
deferred due to dower than expected occupancy of the Canary Wharf buildings, were
introduced on 24 August. This reduced the train kilometres operated during the second
quarter of the year to 82% of target.

During the quarter, work commenced on the DLR railcar refurbishment. The first vehicle

has been delivered to the contractor Alstom, and during the remainder of the year a
prototype railcar will be developed. The number of injuries and fatalities on the DLR

system increased to 10 in the second quarter (from 1 in the first quarter), 6 above target.

All Underground service performance indictors during the quarter were affected by strike
action on 17 and 18 July 2002. As a result, passenger journeys fell 1% compared with
the same period last year and 1% below target. However, after adjusting for the affect of
strikes, the percentage of schedule operated increased to 94.6%, 1 percentage point above
target and excess waiting time fell to 3.1 minutes, 0.3 minute better than target.

On 31 July in the High Court, TfL defeated the lega challenge mounted by Westminster
City Council against the Mayor’s decision to confirm the Congestion Charging Scheme
Order. As a result the ‘go-live’ date of the scheme has been confirmed as 17 February
2003.
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3.2

Further dippage in a number of Street Management programmes resulted in a cumulative
underspend to September of £32m compared with budget. However, it should be noted
that the latest forecast includes a substantial recovery to leave spend for the year at £16m
below budget.

ECONOMIC BACKGROUND

For the second quarter, both headline and underlying inflation were greater than the previous
quarter. Headline inflation rose to 1.7% in September year on year compared with 1.0% in
June, partidly caused by a fal in mortgage interest payments in September 2001, when the
reduction in the Bank of England interest rate in August 2001 was passed on to borrowers.
Underlying inflation (inflation excluding mortgage interest payments) increased to 2.1% in
September from 2.0% in June caused mainly by the upward movement in clothing and footwear
prices.

Tourist visitor nights in London on a rolling average basis were down in the second quarter
compared with last year, however impressive increases recorded in July of 18.1% and 9.6% in
August compared with the equivalent months in the previous year have dowed this decrease.
The prospect of war with Irag has been unsettling markets and is expected to produce a further
drop in tourist numbers, which have only just recovered from 11 September falls.

Headline
Inflation
Monthly

Retail Sales
Volume
% Year on Year

London
Vistor Nights
% Year on Year f

Central London
FT Employment

Quarterly*

September
August
July

June

17
14
15
1.0

4.8
5.0
4.9
4.8

(1.7)
(4.3)
(4.8)
(5.8)

1.7

(06)

* month / quarter in arrears

3.3

4.1

T 12 month rolling average

Over the second quarter, growth in retail sales remained broadly a 5% compared with a year
ago, but was generally lower than the 6% to 7% reported in quarter 1. Finally, central London
full-time employment fell by 1.7% year on year in the three months to June, which was a
further decrease on the 0.6% fall in the previous three-month period. This was somewhat offset
by an increase in part time employment.

OPERATIONAL PERFORMANCE
A full scorecard reporting al the key indicators that were approved by the TfL Board on 19
March 2002 can be found attached to this report as Annex 1. A number of these indicators

along with high-level crossmodal indicators continue to require further development and do
not form part of this report.
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4.2

4.3

4.4

4.5

4.6

4.7

STREET MANAGEMENT

The number of mgjor injuries and fatalities on the TLRN (down 1% on Quarter 2 2001/02 at
356) and Londonwide (down 8% on Quarter 2 2001/02 at 1,343) are showing a downward trend
that is moving towards the target of a 40% reduction over 10 years. However, the one area of
concern is the increasing number of powered two wheeler incidents, which increased by 22.7%
year on year. Measures are being investigated to reduce this trend such as the current
experiment to alow motorcyclists in bus lanes at three locations (please refer to agenda item 8
the Safety, Health & Environment Committee report).

Major Injuries and Fatalities (Londonwide) Major Injuries and Fatalities (TLRN)
1500 1459 -
1404 400
1343 368
360 356
12501 350 1
1000 y y ' 300 T T
Q201/02 Q2 02/03 Target 0201/02 Q2 02/03 Target

The percentage of street lights working on TLRN increased from 95.0 in June 2002 to 96.4 in
September, however thisis still below the target of 97.5. New stewardship contracts started in
April 2002 and it has taken some time to establish new systems for implementation and
reporting. Traffic signals working effectively rose to 96.8%, 0.2 of a percentage point less than
target due in part to the new contract for traffic signal maintenance that started in April 2002. It
is anticipated that improvements in performance will continue as the new contractors become
established.

The congestion index for the TLRN fell from 99.6 to 82.0 over the quarter. A seasona drop in
the index is usua experienced during the summer and the index leve is the same as in Quarter
2 2001/02. This is against a background of the introduction of national standards at pedestrian
crossing sites, and changes to signal timings to restrict traffic entering Trafagar Square.

Other than the A2 there were no controls/closure on traffic sensitive TLRN roads during the
second quarter, against a target of 15 days. The A2 at Blackheath Hill remains closed
following a collapse on 7 April 2002, and this has caused a total of 176 days closure year to
date in 2002/03.

The index for cycling on the TRLN at 125 is 1 lower than the equivalent quarter last year.
Although there is an underlying increasing trend the results are greatly affected by seasonal
factors. The cycle indices for the months of July and August this year are not as high as the
equivaent months of last year and this appears to be due to higher rainfall during the period
thisyear.

LONDON BUSES
Growth in bus passenger journeys has dowed during the second quarter, with 376.2m journeys
over the period July to September compared with 353.7m for the same period in 2001/02, an

increase of 6% (compared with 9% growth in the first quarter). In order to address the
significant growth in bus demand, the level of bus kilometres operated in the second quarter of
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the year was increased by 7% compared to the same period last year and was aso ahead of
target by 2%.

Passenger Journeys (m) Bus Kilometres Operated (M)
400 - 120
376.2 3730
97 980
3537 100 932
350
0
* 2 01/02 I 2 02/03 I T ® ' '
t
Q Q arge Q201/02 Q20218 Target

4.8

4.9

4.10

411

412

4.13

Against a background of significant roadworks experienced at Shoreditch, Vauxhall, Trafagar
Square, Kings Cross, New Cross, Barking (A13) and Blackheath Hill, the percentage of
schedule operated by the bus companies fell to 96.1% in the second quarter of this year, 0.6 of a
percentage point below target. In addition, the percentage of night time buses departing on time
during the second quarter was aso 3.3 percentage points below target at 70.7%. Ratings for
overdl satisfaction of bus services were aso dightly below target at 76%, a decrease of 1
percentage points from the previous quarter.

However excess waiting time on high frequency routes remained on target at 1.8 minutes, down
from 1.9 minutes for the same quarter in the previous year.

DOCKLANDSLIGHT RAILWAY

The number of injuries and fatalities on the DLR system increased to 10 in the second quarter
(from 1 in the first quarter), and this was 6 above target, however this is being monitored and
should be reduced. This is the first year that the new Safety, Hedth and Environment
Committee (SHEC) definition, based on the RIDDOR definition of major injuries and fatalities,
is being used. This definition is dightly narrower than previously used by DLR.

A planned increase in the am peak service schedule and the introduction of a minimum 10
minute frequency ‘turn up and go' service (which was deferred from April 2002) was
introduced on 24 August 2002. This resulted in train kilometres operated in the second quarter
(23 June to 14 September) being 18% below target at 741k, however, this till represented an
increase of 10% on the equivalent period last year. It is worth noting that on the days affected
by industrial action on the London Underground DLR moved near-record numbers of
passengers.

DLR passenger journeys over the same period at 10.1m, were dightly above target and 11%
greater than the equivalent period in 2001/02. However, On Time performance (adherence to
schedule) for the second quarter was marginaly below target a 95.9%, and below the 96.8%
recorded in the same period last year, but this still remained within the contracted performance
level.

LONDON UNDERGROUND
London Underground performance for the second quarter was greatly affected by the industrial

action taken by RMT members on 17 and 18 July 2002. Fatalities and major injuries for the
second quarter of 2002/03 (3 periods ending 14 September 2002) were 13% down on the
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equivaent period in the previous year, mainly due to fewer customer accidents. Customer
satisfaction rating for crowding at 71% was 2 percentage points ahead of target.

414 Passenger journeys for the quarter were 1m (1%) behind target at 216m, representing a
decrease of 1% from the same quarter in 2001/02, mainly caused by the affect of strike action.
Train kilometres operated for this quarter were equally affected by the strikes. Adjusting for
the effects of the industrial action would give a result 101k over budget for the quarter at
15.71m.

Passenger Journeys (m) Train Km Operated (m)
218.9
22% 216.0 217.0 167 1571 1561
15.12
151
210
144
200 " " ' 13 . .
Q2 01/02 Q201/03 Target Q2 01/02 Q202/03 Target

* Train kilometres operated has been adjusted for the effect of the industrial action (increasing
kilometres operated from 15.48m to 15.71m)

4.15

4.16

4.17

4.18

4.19

Peak hour trains cancelled in the second quarter increased to from 3.0% in quarter 1 to 3.2%
(4.5% before strike adjustment), but this remained above target. Excess waiting time over the
same period fell from 3.4 minutes in the second quarter last year to 3.1 minutes in the second
quarter of this year (strike adjusted) reflecting the continued improvement in this indicator.

OTHER BUSINESSUNITS

Public Carriage Office - Private hire driver licensing is now due to commence in December,
three months later than planned. The forecast for the end of the year for 4,440 driver licencesis
43% below budget. This results from issues arising from the second round of public
consultation. There is risk of further dippage of the commencement date for driver licensing
based on work necessary to finalise the regulations, licensing conditions, transitional
arrangements and administrative process.

Croydon Tramlink — Service performance was again ahead of target over the second quarter
of the year, despite the planned closure of the line between Wimbledon and Mitcham over the
last two weeks of August. Passenger journeys increased by 9% from the second quarter of
2001/02. The percentage schedule operated during the second quarter at 99% was 1 percentage
point above the contractua target but 0.3 of a percentage point below the same period last year.

L ondon River Services - For the second quarter passenger journeys were 19% above target at
979 and 10% higher than the same period last year. The latest forecast for the second half of
the year sees this trend reverse with passenger journeys at 15% below budget and 8% behind
last year, and has been based on revised schedules received from operators. Overall satisfaction
for the service in the second quarter was 91%, an increase of 4 percentage points on the
previous quarter.

Victoria Coach Station —The number of coach departures over the second quarter of 50.7k

was 2% below target, 1% down from the equivalent quarter in the previous year. In addition,
overal customer satisfaction at 71% was 4 percentage points higher than the second quarter of
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5.1

5.2

5.3

54

55

5.6

2001/02, but this was 4 percentage points down from the first quarter due to the severe
overcrowding that occurred during the summer.

PROJECT PERFORMANCE

This section summarises the monitoring of major projects spanning more than one year being
progressed by TfL. The monitoring identifies the key achievements on each project during the
second quarter, the concerns identified by project managers along with actions taken to address
those concerns, the progress against the projects milestones, and levels of expenditure against
budget and authority. At present there are approximately 50 project areas throughout the TfL
Group being reported and monitored in this way. The mgjority of these projects are being
progressed in line with planned milestones or costs, however in some areas, project managers
have expressed concerns over progress as outlined below. A fuller description of the progress
of projects where variations from plan exist can be found attached to this report as Annex 2.

STREET MANAGEMENT

On 31 July in the High Court, TfL defeated the legal challenge mounted by Westminster City
Council againgt the Mayor’s decision to confirm the Congestion Charging Scheme Order
without holding a Public Inquiry or undertaking an Environmental Impact Assessment.
However, additional costs of the Judicia Review, along with increased public information
monitoring, and project management costs has resulted in the systems set-up element of the
project’s latest forecast being £11m higher than budget. The traffic management measures
complimentary to the scheme have been revised to alow adequate time to prepare and
implement measures after the start of charging with £31m now planned for 2003/04 and £12m
in 2004/05.

Following consultation with London Boroughs, the Mayor announced on 11 October his
decison that public transport will be ready for the start of the central London Congestion
Charging Scheme. A magjor public information campaign started on 14 October comprising
leaflets being sent to every household within the M25, posters on key roadside sites and
advertising on TV, radio and national press. The “pre go-live” services started shortly after this
date and included the launch of the full-service call centre operation and the start of alowing
those eligible for a discount to register with TfL.

On Sunday 1 September the north terrace of Trafagar Square was permanently closed to
vehicles, traffic was diverted to use the new roundabout configuration at the south side of the
square and buses began using the bus lane into The Strand. Planning approva was granted by
Westminster City Council for the toilets, lifts, café and management facilities under the north
terrace of the square. Construction of the new central staircase commenced on 2 September and
continues according to schedule with carriageway works due for completion 20 December 2002
and total completion in May 2003.

Within the bus lane enforcement project ower recruitment of planned operational staff has led
to a delayed start in the monitoring contraventions. This is resulting in a significant loss of
anticipated PCN income during 2002/03. However forecast completion for the camera
installation programme remains as planned for March 2003.

There was further dippage during the second quarter for the Traffic Control systems
replacement, due principally to the delays in the roll out of the LED signals. The development
and testing of alternative signds is continuing. However the project is now expected to be
completed 8 months later than planned in September 2003.
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A reorganisation of the various Road Safety initiatives into a single Road Safety unit early in
the year has resulted in a delay in starting the schemes. In particular, the development of the
campaign to reduce motorcycle casualties was delayed from the spring in order to spend more
time on the planning phase to ensure there was a more focussed target. The campaign to reduce
cycle fatalities was aso later than originaly programmed due to delays in forming links with
the freight and haulage agencies. These campaigns were launched on 9 November and 18
September 2002 respectively.

DOCKLANDSLIGHT RAILWAY

With the expectation of financia close in December 2002 a preferred bidder, for the DLR
London City Airport extension was announced on 27 August 2002. A 30 year bank loan has
been selected as funding option with a constrained availability fee profile also selected with no
contribution by way of milestone payments. The extension is now planned for completion in
October 2005.

Commissioning of the new DLR rail cars is well underway with 18 of the 24 vehicles
commissioned by the end of the second quarter and the final car now expected in service by
November 2002, approximately 6 months behind plan. Contracts have been signed and the first
vehicle has been delivered to the contractor for the rail car refurbishment, which has been
similarly affected by the delay in delivery of new cars.

LONDON BUSES

The number of schemes planned for 2002/03 as part of Bus Priority - LBl 2, and their
associated cost, are now significantly less than planned due to a clearer picture developing asto
the priority of schemes. The rollout of Fleetwide AVL and Countdown signs continues to
suffer from serious delays caused by growth in the bus fleet, infrastructure problems and
supplier delays. This has led to a reduction in the installation target for Countdown this year
from 2400 to 2100. The project to upgrade engines of Routemaster buses to reduce emissions
and deliver environmental benefits has been reduced to 28 conversions from 180 due to reduced
funding for this project.

FINANCIAL PERFORMANCE

SECOND QUARTER PERFORMANCE

Second quarter spend totalled £240.3m, which was £15.6m (6%) below budget. In comparison,
the first quarter spend, at £188.0m, was £29.0m (13%) below budget. Spend on Street
Management programmes (£9.2m) and Bus Priority (£5.9m) accounted for the mgjority of the
underspend in the second quarter.

The Street Management variance of £9.2m for the second quarter comprised over and
underspends in a number of activities. Key underspends for the second quarter include :-

Major route improvements (£5.8m for the second quarter) of which lower payments for
the A13 DBFO contract accounted for the majority of the £1.7m underspend in the
quarter. This has arisen due to lower than planned availability of the road (58% actual
availability against a planned 65%). In addition to this, the revised profile of work for
Blackwall Tunnel and some dippage of spend into 2003/04 has reduced expenditure to
date by £3.6m.
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6.3

6.4

Congestion Charging (£2.1m) combining higher set up costs in the areas of judicia
review, public information and consultancy, £2.8m and dippage in traffic management
schemes of £4.9m,

Further dippage in local improvements and Red Route work (£2.2m), due to re-profiling
of spend into later months,

Trafalgar Square pedestrianisation (£2.5m) — delays caused by difficult site access and
the protracted time taken by Westminster City Council to award planning permission.

Walking and cycling projects and other Street Management Strategy Initiatives (£4.2m)
caused by delay in scoping the programme and commissioning works and from lower
staff costs and reduced spend on performance monitoring,

Management Support and Administration (£2.4m) resulting from delays to the
recruitment programme,

Traffic Technology Services (non-Borough) (£2.4m) including traffic signal maintenance
and replacement, partialy due (£1.3m) to delays caused by contractors schedules being
full. The baance is due to delays on tendering for LED signals and contractual problems
with Rolls Royce for Variable Sign Messaging now not expected to be resolved until
December 2002,

Enforcement (£0.5m) the delay in recruitment combined with the effect of prompt
payment at a discount has resulted in lost income of £1.8m. This has been offset by
dippage in camera ingtalations and maintenance of £1.8m, and lower staff costs within
the Enforcement Task Force and Borough liaison of £0.5m.

The two main areas of overspend in Street Management’s programme for the second quarter
were in the TLRN maintenance (£3.3m) and on Borough road maintenance and road safety
(£9.6m), the latter following receipt of updated information from the Boroughs on their level of
spend during the first half of the year.

TfL Activity Net Costs (Em)

400 1

332 9
300 A 263
2
200 A 18
150 152
129
) -l I I
0 - T T T T T T T

Q101/02 Q201/02 Q3 01/02 Q401/02 Q1 02/03 Q202/03 Q302/03 Q4 02/03

BN Actyal W Forecast "o Budget

London Buses overal performance in the second quarter was a budget overspend of just £0.7m,
compared with an overspend of £11.8m in quarter one. However within this overall position
for the second quarter, network costs at £53.1m were £4.4m higher than planned continuing the
first quarter trend of increased tender costs and network expansion. Other areas of overspend
include the installation of on-bus CCTV (£0.5m) and budgeted savings not achieved (£1.5m).
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Lower Prestige PFI costs of £2.6m for the quarter have been recorded due to an incorrect
accounting treatment for Prestige in the budget and the dippage of the ‘new service live date
milestone from August to November. In addition, dippage in a number of garage infrastructure
projects and sower implementation of the TOCU unit aso contributed a favourable variance of
£2.5m.

An underspend for the quarter of £5.9m in Bus Priority arises from delays during the early part
of the year in competing the scope of some schemes, and a reduction in the number of schemes
to be progressed during the year. This has resulted in a saving in spend forecast for the year as
awhole.

Continuing discussion over TfL’s contribution to enhancements in National Rail services has
resulted in dippage of this spend into next year, leading to a £1m underspend in Rail Services
for the second quarter. Within Finance & Planning, lower spending has occurred due tothe
benefit of higher bank interest (£1.3m) combined with dippage in a number of interchange and
integration initiatives (£2.4m) and Borough town centre work (£1.4m). These favourable
variances are offset by higher LUL integration costs (£1.9m) and property claims (£3.9m).

As can be seen from the table in Annex 3, the effect of the second quarter performance is to
bring TfL's vaue of work completed for the first haf of the year to £428.3m, some £44.5m
(9%) lower than assumed in the budget agreed at the commencement of the year.

SEPTEMBER’'S FORECAST

September’s forecast of TfL's total costs for the full year is now £1,089.1m compared with a
budget of £1,077.3m. Any over-programming remaining at the year-end will, if necessary, be
funded by short-term external borrowings. The expected overspend of £11.8m forecast
Ccomprises :-

items that are forecast to be overspent, have increased in scope and cost beyond that
assumed in the budget or items added since the budget was approved.

items that are now planned to dip into next year,

items that have been ceased, or are expected to be completed below budget and as a
result in cost savings/ efficiencies during 2002/03 ,

Higher spends within the forecast total £56m. This includes £11m for set-up costs and £3m for
reduced licence sales on Congestion Charging, £7m of increased TLRN road maintenance and
£4m from reduced Enforcement activity. Unfavourable variances aso arise from higher bus
network costs of £23m, additiona marketing and other bus costs of £4m, whilst LUL
integration costs are expected to exceed budget by £3m.

Non-budgeted items being progressed during this year totalling £25m have been included in the
forecast. £21m of this is includes items such as the purchase of land for Hammersmith bus
station and other infrastructure items agreed by COG in May. The forecast aso includes £4m
of items in Corporate Services including the lega costs of the PPP chalenge (E3m) and the
refurbishment of TIC's (E1m).

The forecast includes a reduction from budget of some £95m for dippage of programmes into

next year. Key areas include the decision not to make milestone payments on the London City
Airport extension contract and railcar refurbishment within Docklands Light Railway (£30m),
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along with a number of garage and station projects within London Buses (£10m). Finance &
Planning have deferred interchange and intermediate mode projects totalling £19m aong with
Borough town centre work (£3m) and the BIP programme within Corporate Services has
dipped by £2m. Street Management have identified £32m of dippage across a number of
programmes including :-

traffic management schemes for Congestion Charging (£9m),

work on Red Routes and Trafalgar Square pedestrianisation (£5m),

£2m for walking and cycling initiatives,

£4m on the Blackwall Tunnel refurbishment and other major route improvements,

on the basis of last year's experience, Borough spending on road maintenance and
safety has been reduced by £6m.

non-Borough road safety dippage of £4m.

It should be noted that despite this dippage, Street Management’s overall forecast represents an
increase in the rate of spend over the second half of the year reducing its cumulative budget
underspend of £31m, to £16m for the year as awhole.

6.13 Findly, the forecast takes account of some £27m of savings / efficiencies and projects with
reduced scope across the Group. Materiad savings within this include higher bank interest
earnings (£4m) and lower property costs (£2m) within F& P, lower Corporate Services spend on
Taxicard payments and other projects / activities totaling £2m, and savings across Street
Management of some £9m. The latter includes £3m for walking and cycling initiatives caused
by delays to commencement to schemes, and lower staff and associated accommodation cost in
management support functions due to delayed recruitment. Reduced scope on Bus Priority
initiatives (£11m), and in both private hire driver and vehicle licensing projects (E1m) are aso
included.

RISKSAND OPPORTUNITIES
6.14 Business Units have identified the following materid risks and opportunities that may affect the
achievement of the September forecadt :-
(Risk) / Comment
Opportunity
Street M anagement (E27m) Loss of income from congestion charging if the
scheme is delayed beyond 17 February 2003.
(E23m) increased TLRN maintenance costs to deliver the
backlog of works.
£13m dippage to Borough road maintenance, safety and
other schemes.
£10m dippage in CCS traffic management schemes.
£3m Delays to the signing and operation by the Boroughs
of the enforcement SLAS.
£9m net opportunity on other schemes
Central Directorates (E3m) LUL integration costs overspend not recovered
13m release of remaining Group contingencies
DLR £1lm dippage of ralcar refurbishment and Drew Road
School payments into next year.
PCO (up to £1m) further delays to Private Hire driver licencing.
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6.15

6.16

7.1

7.2

As shown in the table above, the risks of higher expenditure (or lower income) identified by the
busnesses are broadly in balance with the potential for dippage or underspending in
programmes being progressed this year. Asaresult, it is not anticipated that the latest forecast
would be materialy affected should these risks materialise during the remainder of the year.

CASH SPEND

For the six months to the end of September, cash payments totalled £444m and this was £90m
(17%) less than budget. This variance combines the dippage in expenditure as noted earlier in
section 6 of this report alied to an improved working capital position mainly in Streets
Management. The September forecast includes cash payments of £1,024m, £31m less than
budget. This is largely caused by an assumed £30m pre-payment of Congestion Charging
licence fees (although this figure is constantly under review), and other higher creditor balances
forecast to be held by business units at year-end due to the later phasing of expenditure than
assumed when the budget was set.

STAFF NUMBERS

TfL staff numbers (defined as the full time equivalent number of permanent and temporary
agency staff) increased by 44 in September but this was 53 below budget. Recruitment of
vacancies in Street Management (62) in particular for Congestion Charging operations,
Enforcement and Traffic Control is continuing, but at a dower pace than expected due in part to
the difficult market for technical staff. The delay to Private Hire licencing led to a 33 variance
in the Public Carriage Office staff numbers at month-end. East Thames Buses headcount has
increased by 70 in the month to cover the operations of routes 42, 53 and 185, following the
failure of London Easylink in August.

As shown in Annex 4, September’s forecast assumes further net recruitment of 343 before
March 2003, increasing staff numbers for the Group to 4,003, which is 193 over budget.
Business Units expecting a higher level of staff by March than assumed in the budget include
Street Management (88) where recruitment is taking place this year to ensure adequate staff
levels to deliver the year's programme of activities. East Thames Buses forecast includes the
extra staff recruited to date, but it should be noted this may increase in coming months. Finaly,
F&P forecast includes the recruitment of daff for the Thames River Crossings projects.
Increases in headcount continue to require the Commissioners approval before being carried
out.
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Performance Indicators

SAFETY
No. of Major Injuries / Fatalities on TfL services
No. of Major Injuries / Fatalities (Londonwide)
CSS : Safety and Security

STREET MANAGEMENT
Q2 Target
Variance

Q1

Actual

373
1,349

Q2

Actual

356 Y n/a
1343 Y n/a

OPERATIONAL SCORECARD

Q1

Actual

ANNEX 1

LONDON BUSES DOCKLANDS LIGHT RAILWAY LONDON UNDERGROUND

Q2 Q2 Target Q1 Q2 Q2 Target Q1
Actual Variance Trend Actual  Actual Variance Trend Actual

78.0

SERVICE VOLUMES
Passenger Journeys
Bus/Train Kilometres Operated
CSS : Crowding
Congestion Index TLRN
Cycling on TLRN (index April 2000=100)

99.6
116.0

82.0

RELIABILITY AND SERVICE QUALITY
Journey Time Reliability TLRN*
On Time Performance - Adherence to schedule
Schedule Operated/Valid Train Departure(DLR)
Excess Waiting/Journey Time
Low Frequency Routes Departing on Time
Night Buses Departing on Time
Street Lights Working
Traffic Signals Operating Effectively (Lon Wide)
Traffic Signals with Pedestrian Phase*
Days of Controls/Closure on Sensitive Roads@
CSS : Overall Satisfaction
CSS : Reliability — Journey/Wait Time
CSS : Information
Peak Hour trains Cancelled

%
%
%
mins
%
%
%
%
%
Days
Score
Score
Score
%

30.0

95.0
96.6
75.0

6.0

30.0

0.0

n/a

374.6
96.3
77.6

Q2 Q2 Target

Actual Variance Trend

2154
15,419
71.0

99.7
77.1

96.8
18

71.2
75.9

77.0
778
721

96.7
985 98.0 95.0
3.0

o

R4 75.0
79.0
75.0

3.0

D

o,
o

*,
o

ACCESS
Pedestrian Crossings for Disabled*
Bus Stops that are ‘low floor'*
'Low Floor' Buses
Stations with ‘step-free’ access*
Stations with wheelchair access*

%
%
%
%
%

56.7
4.0

56.7
4.0

72.0

114
35

114 0.0
35 0.0




ANNEX 1 (CONT

OPERATIONAL SCORECARD

PUBLIC CARRIAGE OFFICE CROYDON TRAMLINK LONDON RIVER SERVICES DIAL-A-RIDE VICTORIA COACH STATION

Performance Indicators Q1 Q2 Q2 Target ‘ QL Q2 Q2 Target Q1L Q2 Q2 Target o1 Q2 Q2 Target o1 Q2  Q2Target
Actual Actual  Variance Trend Actual Actual Variance Trend Actual Actual Variance  Trend Actual Actual Variance Trend Actual Actual Variance Trend

SERVICE VOLUMES
Passenger Journeys m 453 49 o] os5  oos|EED
Taxi Driver licences/Coach Departures 000 24.6 24.5 45.4 50.7 B(eK))

RELIABILITY AND SERVICE QUALITY
Schedule Operated % 99.5 499.0 1.0 96.2 497.4
CSS : Overall Satisfaction Score 880 880 3.0 870 910 nl/a 930 930 75.0 71.0 NENO)

I rositive / improving trend or variance Neutral trend or variance I  Negative / worsening trend or variance

Notes/Key:

Negative variances are adverse.

The trend analysis is a comparison with performance indicators from Q2 2001/02.

The performance indicators are shown as red, orange or green for positive, neutral or adverse variances and trends

*  Performance indicator is reported annually, actual shown is for March 2002 as a result no trends or variance indication is shown.

< CSS will be reported on a new basis. Figures a????????????? Quarter 3 2002/03.

N 2222222022022022222202202202727072.

¢ These quarterly figures have been calculated by averaging the monthly figures. This method is still under review with Surface Transport.
& Year on year is not shown due to change in definition introduced this year.

@ Excludes the closure of the A2

~ These London Underground indicators have been adjusted for the effects of industrial action on 17/18 July 2002.



Project

ANNEX 2

PROJECT PERFORMANCE

Variance from | Comment

Plan / Budget

STREET MANAGEMENT

CCS Traffic
M anagement

£9m

Slippage of
programmes
from 2002/03 to
2003/04

The Traffic Management programme has been revised to reflect the forecast delivery of
schemes required to support the implementation of the Congestion Charging Scheme.Net
reduction in spend from reductions in Real Time Traffic Management (RTTM) and Signing
costs (£4m) non-Area Team cost reduction (£11.1m), funding by TfL Corporate (Vauxhall
X) (£2.8m) and review of the programme of planned traffic management works after
adjusting for overprogramming net increase (£9.9m), increase in Westminster borough
schemes (£1.5m), increase in Automatic Traffic counters (£0.3m) increase in Modal shift
(£0.5m), and dlippage of Borough schemesinto 2003/04 (£3.5m).

CCSProcurement &
Systems Set-Up

(E11m)

The variance is made up of the costs of judicial review and associated legal work (£2.3m),
incorporation of Transys Development (£1.3m), increase in the provision in monitoring costs
(£1.0m) increased consultancy costs arising from delayed staff appointments, resourcing
during the proving period, market research and disbursements (£3.3m), Mobile camera units
and installation (£0.5m), and other costs (£2.4m). All milestones remain on target.

Traffic Enforcement

2-16 months

Delays in the planned appointment of operational staff has led to a delayed start in the
processing of contraventionsinto PCNs. This is resulting in a significant loss of anticipated
PCN income. Installation /Commissioning of Bus mounted cameras has been delayed by
world FIP type approval process with the Home Office. The contractor has recruited
additional staff to try and get back on programme. Limited access to buses at garages for
calibration /commissioning of camera systems. BT has been slower than expected tc
complete connection works on new CCTV camera sites. Income from PCNs to date has
shown a downward trend mainly due to use of bus mounted cameras. This has led to a
revision in the forecast income. A total of 121,461 contraventions had been identified up to
27" September 2002. The team aims to convert 90% of contravention’s identified into a PCN
- 79% has been achieved to date.

World Squares
(Trafalgar Square)

4 months

Forecast completion date has slipped due to lega issues between Westminster and TfL
causing delays to contractors gaining site access as well as temporary workman'’s facilities
not now being relocated, as they are required for the time being, following a fire in the site
offices.

Traffic Control
Systems
Replacement

6-8 months

Delays are expected to the Fault Management Package of 5 months as a result of a new
requirement introduced by the users, further delays are expected due to the imminent
departure of key testing staff. The London Traffic Control Centre system has an expected
delay of 6 months resulting from the disruption caused by the relocation of the main users to
new offices. A 6 month delay is expected to install and support on-street trials of UTC
system due to software problems. A project to complete installation and commissioning of
15 signs, completion of server based system software is delayed for 8 months due to contract
issues. The Investigation into the replacement for the present OMUSs is running 8 months
behind schedule. The investigation and complete feasibility of alternative communications.
Installation and commissioning of these alternatives is expected to be 6 months late. Thisisa
6 month delay to place contract and complete development of prototype GSM system for
traffic signal monitoring and if feasible control.

Road Safety

5-6 months

A reorganisation of various Road Safety functiong/groups into a single Road Safety unit
early in the year has resulted in a delay in starting the schemes. The development of the
campaign to reduce motorcycle casualties and cyclist fatalities has been delayed by 5 months
due to insufficient information from agencies.




Proj ect

ANNEX 2 (CONT)

PROJECT PERFORMANCE

Variance from | Comment

Plan / Budget

RAIL SERVICES

London City Airport

10-22 months

Preferred bidder announced on 27 August 2002 — CARE: City Airport Rail Enterprises
comprising AMEC and Royal Bank of Scotland. A 30 year bank loan was selected as the
funding option with a constrained availability fee profile also selected (flat in rea terms for
the duration of the Concession) with no contribution in advance of availability fees (i.e.
payments of grant on achievement of construction milestones). The financial close and
concession award is now expected on 16 December 2002. This has meant that the £24.6m
milestone payment of the £27.0m budget will not be spent this year.

New Rail Cars

6 months

The final vehicle of the first tranche of 12 additional vehicles, was commissioned in August,
6 months later than scheduled. Delivery of the second tranche of 12 optiona vehicles is
subject to the knock-on impact of the delays to the first tranche. 6 of the vehicles were
commissioned during the quarter. The final milestone for the commissioning of the twelftt
vehicleisnow set at November 2002 against a planned date of May 2002.

Rail Car
Refurbishment

5-6 months

Contracts have been signed and the first vehicle has been delivered to the contractor, Alstom.
The remainder of the year will see a prototype developed and due to be completed March
2003. Thisisaround 5 months later than originally anticipated.

SURFACE TRANSPORT

Bus Priority LBI2

£15m

The number of schemes planned for 2002/03, and their associated cost, are now significantly
less than that calculated from the Whole Route Implementation Plans earlier this year. This
is due to having a clearer view on scheme identification, which focuses on schemes
supporting Congestion Charging, the time remaining before ‘go-live’ of the scheme and
delays in commencement of work due to the need for wide consultation. This hasresulted in
the 2002/03 spend being reduced from the budget of £25.3m to £9.9m.

Delivery of
Fleetwide AVL

10-17 months

The ongoing growth in the size of the bus fleet continues to impact on the vehicle fitment
milestone, which has now slipped from its original completion date of September 2001 to the
end of September 2002. The project is now expected to be completed by February 2003.
Spend forecast for the year at £1.25m is some £950k over budget for 2002/03.

Countdown
Stage3& 4

6-9 months

The rollout of Countdown signs on stage 3 & 4 continues to suffer from delays. The annual
target was reduced from 2400 down to 2100 due to potential sites not having suitable stops
or shelters. Uncertainty over the location of signs caused by changes in Bus Priority, other
infrastructure related problems (e.g. power faults) have both led to delays which are
compounded by a lead-in time of over 10 months from some suppliers for re-installation.
Forecast completion date is now March 2003 compared with plan of June 2002, and spend
thisyear is now forecast at £280k against plan of £750k.

Routemaster
Re-engineering

8 months

This project aims to upgrade engines, transmissions and auxiliary equipment of Routemaster
buses to reduce emissions and deliver environmental benefits. Funding was initialy
provided for 180 conversions in 2002/03, however due to a change in priorities this has been
reduced to 28 conversions by March 2003. Spend is forecast at £0.3m against plan of £2.5m.




NET EXPENDITURE SUMMARY

ANNEX 3

I Second Quarter First HaIf FuII Y ear
Quarter to Variance 6 Monthsto Variance September Variance
30 September to Budget September To Budget For ecast To Budget
£mr Emr
Surface Transport
London Buses 82 (1) 165 (13) 377 (37)
Bus Priority 14 6 25 10 60 11
Dial-a-Ride 4 8 15 (1)
East Thames Buses
Victoria Coach Station (1) (1) (1)
London River Services 1 1
Public Carriaoe Office 1 2 4 (1
100 5 199 (3) 456 (27
Street Management
CCS & Enforcement 22 3 36 12 93 (9)
SM Services 47 (5) 75 (6) 171 4
Major Route |mprovement 2 6 8 7 32 6
Traffic Technoloav 14 (1) 18 4 58 6
SM strateay & support 10 6 16 14 4 9
95 9 153 31 408 16
Rail Services
Rail Services 1 1 1 2 4 2
CrossRail 3 1 6 15
Docklands Light Railway 11 21 4 43 30
15 2 28 6 62 32
CorporateDirectorates
Media and Public Affairs 1 2 4
Museun 1 2 4
Customer Relations 1 1 1 4 (1)
General Counsel 1
Corporate Services 9 14 1 37 (1)
Finance & Plannina 18 29 9 74 22
30 48 11 125 20
Total TfL Activitv Net Costs 240 16 428 45 1.051 41
Contingencies 13 2
Overprogramming (55)
Reserves 25
Total 240 16 428 45 1.089 (12)




HEADCOUNT SUMMARY

ANNEX 4

31March 0) Q1
2002 30 September 2002 30 June 2002 S IErED 2008
Variance Variance L atest Variance
to Budget to Budget Forecast to Budget
Surface Transport
774 London Buses 823 3 808 9) 834 *
237 East Thames Buses 309 (70) 237 2 309 (70)
5 Did-a-Ride 558 1 522 32 559
126 Victoria Coach Station 120 2 124 (D) 124
18 London River Services 17 1 18 18
152 Public Carriage Office 160 33 157 22 202 5
1,312 1987 (30) 1,866 46 2046 (65)
Street M anagement
35 Congestion Charging 45 25 40 100 6
95 Bus Priority & Enforcement 111 30 95 156
190 Street Management Services 190 9 190 239 (37)
222 Traffic Technology 222 16 221 281 (44
252 SM Strategy & Support 247 (18) 238 260 (13)
794 815 62 784 66 1,036 (88)
Rail Services
20 Rail Services 21 3 16 7 25 ()]
31 Docklands Light Railway 30 2 29 3 32
51 51 5 45 10 57 (1)
Corporate Directorates
Customer Relations %) 56 2
General Counsel 30 (5) 24 1
91 Communications/ Mediaand PA 40 2 91 3 43 (0]
92 Museum 86 8 86 8 A
176 Finance & Planning 242 (D) 201 31 269 (28)
385 Corporate Services 355 12 370 18 378 9)
2,901 Total Staff Employed 3,660 53 3,443 182 4,003 (193)
2,468 Permanent 3,164 323 3,002 325 3,588 64
457 Agency / Consultancy 496 (270) 441 (143) 415 (257)
2,925 3,660 37 3,443 182 4,003 (193)

* includes vacancy provision of 34
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TRANSPORT FOR LONDON

TfL BOARD

SUBJECT: PROPOSED BUSINESS PLAN: 2003/04-2008/09

MEETING DATE: 19 NOVEMBER 2002

1.

1.1

1.2

1.3

1.4

PURPOSE

This paper describes the recommended TfL Business Plan for 2003/04-
2008/09 and seeks the approval of the Board to the Plan. The recommended
Business Plan incorporates discussion from the Advisory Panel meetings of 7
and 8 November. Following the Finance Committee meeting of 14 November,
a letter will be sent to all Board members on the 15 which reflects key issues
and comments on the Business Plan discussed at that meeting.

This paper does not include recommendations regarding the London
Underground Business Plan, which will need to be considered when details
regarding transfer date and funding are resolved. However, Section 6 of this
paper discusses TfL’s assessment of the funding gap in the London
Underground Plan. This assessment is based upon the proposed London
Underground Business Plan, which was discussed at the 8 November Rail
Transport Advisory Panel and is included as a background paper for the TfL
Board.

The Plan will form the basis of the budget submission to the Mayor and the
GLA to be made on 22 November. The budget will become part of the
Mayor’s consolidated Budget, which will be the subject of consultation, and
then be considered by the GLA Assembly and a final budget approved on
February 12. TfL’s proposals will then be updated to reflect the GLA budget
decisions, and be presented to the March Board cycle for approval of the final
2003/04 budget.

The paper is therefore structured as follows:

Section 2 sets the context for the 2003/04 Business Plan

Section 3 provides an outlook on funding

Section 4 outlines the Commissioner and Chief Officers’ recommended Plan
Section 5 discusses TfL’s programme for efficiency savings

Section 6 discusses alternatives for funding the Plan

There are five appendices to the Paper

Appendix 1 is an analysis of the equality and inclusion content of Business
Plan submissions and lists proposed priorities for 2003/04.

Appendix 2 outlines the financing assumptions in the recommended Plan

Appendix 3 details the recommended Business Plan costs and revenues

1
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Appendix 4 shows performance indicator targets

Appendix 5 is a list of expenditure proposals for Congestion Charging net
income

CONTEXT FOR 2003/04 BUSINESS PLAN

TfL published its first six-year Business Plan in April 2002 following approval
by the TfLL Board in October 2001 and modification in light of the GLA
Budget outcomes in February 2002. The focus of the business planning round
this year has therefore been to update this adopted Plan, taking into account
emerging issues and funding changes.

The 2002 Business Plan established strategic priorities for TfL, which remain
the same in this recommended Plan. The top priority for TfL is to maintain
London’s existing transport network and bring the existing transport
infrastructure to a state of good repair. Following that, TfL adopted six
Operational Strategies to prioritise the implementation of improvements set
out in the Mayor’s Transport Strategy. These Operational Strategies are:

1. Improve system safety and customer security;

2. Improve financial efficiency;

3. Reduce traffic congestion, and increase public transport usage and
network capacity;

4. Improve network reliability and service delivery quality;

5. Improve network integration and support of local authority initiatives; and

6. Improve access to the transport system.

TfL is now midway through the first year of the 2002/03 Business Plan, and
has made significant progress towards delivering key initiatives in the Plan.
These include:

e The Central London Congestion Charging zone is on target to go live on
17 February 2003;

e TfL is delivering necessary public transport improvements including
additional bus services and bus priorities across all of London and to
support the implementation of Congestion Charging;

e DLR has been granted TWA approval and secured a funding package for
the London City Airport extension, and expects to award the contract in
December;

e TfL and the London Boroughs have completed a condition assessment for
all of London’s principal roads, and are developing a co-ordinated
programme to clear the maintenance backlog;

e The north side of Trafalgar Square was closed to traffic in September
2002, and the pedestrianisation of this World Squares project will be
complete in May 2003;

e Progress has been made on improving taxis, and private hire operators
have been licensed as the first stage of improving minicab quality and
safety; and
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e Major projects such as the Thames Gateway Bridge and Crossrail are
progressing with development works to prepare for application for
planning powers by the end of 2003.

The recommended 2003/04 Business Plan reflects inputs from TfL’s
businesses, the London Boroughs and sub-regional partnerships, and other key
stakeholders, and also takes account of the requirements of the draft London
Plan. Proposals to update and amend the Business Plan were supported by
business cases and assessed against a common framework that considered
value for money, contribution towards strategic priorities, social inclusion, and
affordability. The key features of the recommended Business Plan are
outlined below and described in more detail in Sections 4 and 5. Many of
these initiatives will require further work and finalisation of business cases
prior to implementation, as discussed both below and in Section 4.

e Bus Network Improvements (section 4.1): improvements to the quality
and capacity of London’s bus network have been a major success story for
TfL. Building on this success is a high priority for TfL, and the required
subsidy costs to do so is a dominant feature of TfL’s Business Plan. Bus
network subsidy increases substantially during the Plan period, rising
much faster than anticipated in the 2002 Business Plan. This increase is
primarily a result of three factors: the provision of additional services to
meet rising demand, labour-driven growth in bus contract costs and
relatively stable total income (and declining income per passenger)
resulting from fares policy. The recommended Plan shows that bus
network subsidy will rise from approximately £100 million per annum in
2000/01 to roundly £1 billion per annum by the end of the Plan period.
Section 4.1 discusses actions TfL will take to address concerns regarding
the sustainability of bus network subsidy costs.

e Deliver the London Plan (sections 4.5, 4.6 and 4.9): TfL’s Business Plan
provides investment in transport capacity needed to support the growth in
employment and population envisioned in the draft London Plan. The
London Plan requires an increase in rail and bus capacity by 40-50% by
2016, with an emphasis on increasing capacity in opportunity areas such as
the Thames Gateway. TfL’s Business Plan provides this capacity, in part,
through investments in major projects including Crossrail, Thames River
Crossings, extensions to the DLR , and four Light Transit schemes.

o Stewardship of Transport Infrastructure (section 4.4): the need to
understand the condition of London’s transport infrastructure and bring the
existing network in a state of good repair remains TfL’s top priority. TfL
and the Boroughs have completed an assessment of all London’s principal
roads, which identified a larger road maintenance backlog than had
previously been estimated. The recommended Business Plan provides for
a significant increase in structural maintenance for both TfL and Borough
principal roads and structures in order to clear this backlog by 2010. Street
Management is developing plans to work closely with the Boroughs to
better co-ordinate roadworks and minimise disruption.

e Transport Policing and Traffic Policing (section 4.2): In 2002/03, TfL
formed a partnership with the Metropolitan Police Service to implement a



Transport Policing Initiative providing a police presence on 20 of the most
highly-utilised bus corridors at a cost of £25 million per annum. The
recommended Business Plan provides for a £30 million expansion of the
Transport Policing Initiative which includes an increase in the policing
presence on existing corridors, adding 2 further corridors, and improving
the uniformed enforcement capability for the remainder of the bus
network.

Developing Sustainable Modes (Sections 4.4 and 4.6): TfL is committed
to promoting sustainable transport such as walking and cycling. A key
feature of the 2002 Business Plan was the creation of a Walking and
Cycling Task Force in partnership with user groups and the Boroughs. The
recommended Plan provides a steadily rising increase in funding consistent
with the preliminary recommendations of the Task Force. This includes
specific walking and cycling initiatives, including LCN+, as well as a
greater focus on area-based schemes to promote sustainable transport in
town centres and residential areas. These programmes are particularly
dependent on effective partnership working with the Boroughs.

Promoting Social Inclusion (Section 4 and Appendix 1): TfL is
committed to promoting equality for all and making social inclusion an
integral part of our everyday business. In 2002, TfL published a Social
Inclusion Action Plan and the Commissioner has appointed a Head of
Social Inclusion to work with TfL’s business units to mainstream social
inclusion issues. This year’s business planning has introduced a new
element to the process of project submission and assessment, and that is an
analysis of the equality and inclusion outputs and outcomes. We recognise
that additional work is required to better understand the needs of different
socially excluded groups and the outcomes of our programmes for these
groups. Appendix 1 identifies the further work that is necessary in the
coming months to ensure that TfL gets the greatest social value for its
work in 2003/04 and that the projects identified within the Social Inclusion
Action Plan are carried forward effectively.

Achieving Efficiencies (section 5): TfL has a responsibility to our
customers and funding partners to operate as efficiently as possible. TfL’s
senior management are committed to identifying and achieving efficiency
savings that will reduce the amount of funding required to deliver the
necessary transport improvements set out in the Business Plan. In
2002/03, we have begun to deliver efficiency savings by consolidating
property management, reducing reliance on agency staff, and rationalising
accommodation costs. We are currently undertaking two major initiatives,
in partnership with London Underground, to identify and achieve
significant efficiencies. These are: a Business Improvement Programme,
which will replace legacy transaction systems and business processes with
an enterprise resource planning system, and a reorganisation of TfL’s and
the Underground’s support functions to create a more efficient and
effective organisation upon integration. TfL estimates that these initiatives
will result in cumulative net savings of approximately £325 million over
the Plan period.
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Table 1 summarises the proposed expenditure and funding requirements for
the recommended Business Plan, including the London Underground funding
shortfall. TfL’s expenditure plans and the LUL funding shortfall are detailed in
Section 4 and Appendix 3 of this paper. TfL’s gross spend will increase from
£1.9 billion in 2002/03 to nearly £2.3 billion in 2003/04 (nearly 25%), and
then to £2.8 billion in 2008/09.

Table 1: TfL Business Plan- Summary of Expenditure and Funding

£m, 2003/04 prices | 2002/03 | 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09
Gross Expenditure 1869 2280 2402| 2624 2664 2686 2766
Income and Receipts 780 852 891 912 933 963 988
TfL Net Spend 1089 1428| 1511 1712 1731 1723 1778
Indicative funding 1089 1352| 1416] 1216] 1185 1181 1146
TfL Funding gap 0 76 95 496 546 542 632
LUL Shortfall - 173 149 234 269 279 292
CLRL (50%) - ; 24 75 15 - -
Total Funding gap 0 250 269 804 830 821 924

The recommended TfL Plan requires funding which is broadly in line with
anticipated resources during the first two years. However, from 2005/06
onwards delivery of the Business Plan requires substantial increases in
funding: an additional £500-600m per annum excluding LUL or £800-900m
per annum including the projected London Underground funding shortfall.
Members of all three Advisory Panels expressed concern regarding the size of
the funding gap starting in 2005/06, and requested that TfL identify
alternatives for bridging this gap including fares, new funding sources, and
developing the case for additional grant. Section 6 of this paper discusses
alternatives for funding the Plan.

FUNDING OUTLOOK

Transport Grant - Following the Chancellor’s July announcement on
Spending Review 2002 (SR2002), TfL was advised by the Government Office
for London of the Transport Grant for 2003/04. Of the announced figure of
£1219m, £17m is ring-fenced for Cross London Rail Links (CLRL). Although
the Chancellor announced central government departmental totals, no figure
for 2004/05 and 2005/06 has yet been given, and it is not clear when we will
receive it. For planning purposes, we have included funding levels for 2004/05
onwards which Government Office for London has advised are included in
Government’s Ten-Year Transport Plan. These figures show a significant
reduction in Transport Grant from 2005/06 onwards.

GLA Precept - the existing precept is £35.8m per year, and this is assumed to
be maintained throughout the Plan period, subject to further decisions on
precept by the Assembly.

Congestion Charging net income - with the confirmed ‘go-live’ date of 17
February, the latest estimates of operating surpluses are included. The scheme
order requires TfL to identify a programme of permitted expenditure to be
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funded by Congestion Charging from within TfL’s Business Plan. Initial
proposals for this are listed in Appendix 5.

London City Airport set aside - TfL is required to provide credit cover for
the net present value of the DLR City Airport extension project in 2003/04.
This is partly covered by a credit approval and additional grant from
Government (which will be clawed back in later years). The remaining £24m
(the amount funded by Capital Modernisation Fund grant received in previous
years) will need to be found from revenue in 2003/04, but can be released in
2004/05 as long as TfL remains free of long-term borrowing.

Table 2 below shows the funding assumed for planning purposes.

Table 2: Indicative funding for TfL, £m 2003/04 prices

2003/04 [2004/05|2005/06
Indicative Transport Grant 1219 1230 1053
GLA Precept 36 36 36
Congestion Charging operating surplus 121 126 127
City Airport set aside (24) 24
Total indicative funding 1352 1416 1216

Financing Assumptions - the Business Plan assumes that many of the major
projects are financed, rather than pay-as-you go capital expenditure. These are
the two Thames River Crossing schemes, the West London and Cross River
Trams, and DLR extensions to London City Airport, Woolwich and Barking.
Details of financing assumptions are set out in Appendix 2.

Risks and Contingencies - the recommended Business Plan includes
provision for risks and contingencies in line with the 2002/03 Business Plan.
This includes a transfer of £25m to reserves in 2003/04 to build up cash
reserves, and a contingency provision of £25m per year. The contingency
provision represents approximately 1% of TfL’s gross expenditure. The main
risks are:

Financial
e Income from fares or other sources, such as from the congestion-charging
scheme or from land sales, may be lower than in the Plan

e Unforeseen circumstances and opportunities, such as the availability of land
to expand Hammersmith Bus Station in 2002

e Industrial action may also reduce revenue

e The rising costs of bus services to levels that are unsustainable under
current funding and fares scenarios

e Transport Grant has only been confirmed for 2003/04, and in future years
may vary from that indicated. There is a need for a significant increase in
revenues and grant funding to support the Business Plan from 2005/06
onwards.
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Delivery
e Legal or planning processes may delay implementation of projects

e The capability of outside bodies to deliver areas of the Plan, where joint
working or delivery of plans is required, may affect achievement of those
plans. Particular examples are the delivery capability of the London
Boroughs and the decision-making of the SRA

e Availability of sufficient project management skills.

Overprogramming: TfL’s 2001/02 and 2002/03 budgets included short-term
borrowing against future grant to effectively overprogramme. TfL’s transport
grant is no longer forecast to rise, so the case for building borrowing into the
budget is not as clear-cut. As an alternative, it is proposed that an amount for
overprogramming, based on an estimated value of underspend and slippage in
2003/04, is subtracted from the planned expenditure. This approach would
keep the budgeted spend for the Group at the level of grant, precept, and
congestion charging surplus. TfL’s ability to borrow could be tapped if
slippage is reduced and actual spend is higher than anticipated.

Finance & Planning has assessed the recommended plan for risk of
underspend, based on recent delivery experience, reliance on partners, and
assumptions regarding planning approvals. The estimated amount of required
over-programming is £50m per year.

4. THE RECOMMENDED BUSINESS PLAN

4.1

The recommended Business Plan proposes spending which is broadly in line
with funding in the earlier years, but identifies a need for substantial additional
funding to support the required level of transport investment in later years.
The key elements of this recommended Business Plan are set out below.

London Buses — Bus Network

e Improving the bus network is London Buses’ highest priority. The 2002/03
forecast and the proposed 2003/04 bus network subsidy are substantially
higher than the 2002/03 Business Plan as a result of: full-year impacts from
additional services to support Congestion Charging; increases in tender
prices higher than previous estimates; and improvements to the bus
network.

e The recommended bus network improvements would provide for:
continued introduction of new accessible buses; quality improvements
delivered through the tendering programme; and an increase in service
levels to provide capacity to meet additional demand. Additionally, a
limited provision for new demands (such as demand from new schools or
hospitals) would be provided. From 2004/05 onwards, this plan would
constrain TfL’s resource to fund substantial new services to the extent done
over the last two years. That would require optimisation of the existing
network, including considering whether challenging reductions in lesser-



used services should be made to allow funding of further new and
discretionary services.

e The Plan assumes continuation of TfL’s current bus fares policy — with a
cash fares freeze through 2004, and fares increasing in line with inflation
from 2005 onwards. This results in relatively stable income overall and a
decline in income per trip, and contributes towards a sharply rising
operating deficit. Section 6.1 discusses work TfL is undertaking regarding
a longer-term fares strategy.

e The recommended plan would increase operated km’s by 7.3% in 2003/04
(most of which 1is the full-year impact of 2002/03 service
enhancements/new services), a further 3.8% in 2004/05, and in total 20%
over the whole plan period. These improvements would contribute
towards network reliability, service quality, transport capacity across
London, and social inclusion.

e The difference in bus network costs between those that result from 2002/03
services introduced (‘committed base’) and the recommended plan is as

follows:

£m, 2003/04 2002/03 2003/04 2004/05 2008/09
constant prices forecast

2002 Business Plan 218 357 403 n/a
Committed base 240 399 482 723
Recommended Plan 240 421 546 834

e TfL management and Advisory Panel members recognise that this level of
increase in bus network costs is not sustainable within the current funding
and fares environment. Work is starting in the following areas:

1. TfL will continue to explore ways to save operating costs through
improved journey times and reliability, to offset the effects of continual
growth in traffic congestion. Options include more effective bus
priorities and enforcement and ticketing/boarding strategies which are
discussed below;

2. London Buses will undertake a comprehensive review of the entire bus
network and the process of specifying and contracting for bus services;
and

3. TfL will develop a long-term strategy for funding the bus network,
including a longer-term fares strategy and the development of a value-
for-money case supporting subsidy levels for the bus network.

e FEach of these are major issues requiring significant work, and TfL will
report back to the January Board cycle regarding progress and timescales
for completion.

4.2 London Buses — Network Support

e Expansion of the Transport Policing Unit- TfL launched a Transport
Policing Initiative in partnership with the Metropolitan Police Service in



June 2002. This initiative will provide a policing presence on 20 bus
corridors by March 2003. The recommended Business Plan will provide an
additional 223 police officers to provide:

1. Two additional bus corridors
2. Anincreased police presence and 24/7 capability for existing corridors

3. An area-based enforcement capability for the remainder of the bus
network

4. More enforcement of the taxi and private hire trade.

The proposal also includes an additional 100 officers for the British
Transport Police on the Underground, assuming transfer of LUL to TfL in
April 2003. This proposal will continue to be refined over the coming
months based on the experience with and monitoring of the current
initiative.  Enforcement and policing activities across TfL would be
monitored and co-ordinated within a new Directorate.

Bus Priority - the recommended Plan includes continued implementation
of Selective Vehicle Detection (SVD) and implementation of physical bus
priority (bus lanes, etc) at a level in 2003/04 broadly similar to the existing
Business Plan. However, the level of spend is reduced in 2004/05 onwards
compared to the existing business plan. Additional resources for
enforcement through the expanded Transport Policing Unit (see above) will
also benefit bus passengers. Surveys to advise of the impact of existing bus
priority measures are not due until next year.

Members of the Surface Transport and Street Management Advisory Panels
expressed a need for TfL to develop a step-change in the effectiveness of
bus priority coupled with appropriate enforcement. TfL will develop pilot
projects to implement on two bus corridors in 2003/04, which will combine
higher levels of bus priorities with uniformed enforcement to inform future
bus priority programmes.

Ticketing and Boarding Strategy - a ticketing and boarding strategy to
achieve faster boarding, passenger convenience, and efficiency savings
consisting of three elements: introduction of cashless operation in Central
London, expansion of cashless operation across the whole bus network by
2008 and, in parallel, the progressive introduction of articulated buses with
open boarding.

In conjunction with the modernisation of the bus fleet on key Central
London routes, cashless operation would be introduced in 2003/04 in a
defined zone of central London to speed boarding and reduce dwell times at
bus stops. Other initiatives will be trialled at specific locations to board
passengers more quickly at the busiest stops. The results of these trials will
be closely monitored by TfL and used to inform decisions regarding the
speed at which cashless operations is ultimately achieved.

The plan calls for cashless operations to be achieved through the
introduction and expanded use of Oyster cards in combination with
modification of fare policy to encourage off-bus ticketing. The cashless
operation would be fully achieved in 2008, with a complete withdrawal of
cash fares. This strategy is a relatively low risk approach because it does
not require up-front investment in ticket machines and allows the strategy
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to be tested against key measures of success at various stages of
implementation. However, the benefits of faster journeys and potential
operating cost savings will take longer to achieve. As discussed with the
Surface Transport Advisory Panel, TfL is committed to moving faster if a
practical and cost-effective way can be found and will report back to the
Board as set out in Section 4.1.

A further two articulated bus routes will be introduced with open boarding
by the end of 2002/03 and it is envisaged that further routes would be
introduced during the budget and business plan period, the first four having
been successfully monitored. TfL will come back to the Board with the
results of this monitoring and analysis relating to boarding times, reliability,
revenue protection, and cost-effectiveness as part of the review process
described in Section 4.1 before proceeding with further expansion of
articulated buses with open boarding.

Bus Garages and Bus Stations - expansion of garage and bus station
capacity over the Plan period, including four additional bus garages and bus
station expansion at Walthamstow, Hammersmith, and five other locations.

Bus Stops and Shelters - Provision for increased security at bus stops is
included in 2003/04.

Real-time information - subject to demonstration that technical issues
relating to bus radios/AVL have been resolved, an expansion of Countdown
signs to 4000 locations by 2006 (one year after Transport Strategy target).
Overall there is a fairly strong business case for their introduction;
however, deliverability and effectiveness have not yet been proven. The
recommended Plan also provides for audio Countdown and ‘Next Stop’ on-
bus information, which have strong business cases and social inclusion
benefits.

On-bus CCTYV - fitted to all buses by 2005 which has a strong business
case and contributes to security and social inclusion objectives.

Bus Marketing/Public Information - continues at current levels, but with
an emphasis on improving customer information.

Other Surface Transport

Taxi rank improvements - shelters and other improvements to bring a
safer waiting environment.

Dial-a-Ride - new (often smaller) vehicle types will be introduced to
enhance service provision and provide flexibility, with a service increase
throughout the Plan years. A new booking and scheduling system will be
commissioned in 2003/04, which will assist booking co-ordinators in
meeting trip requests and better utilise the drivers and vehicles available.

Proposals for a Multi-stop River service are not included, as it has a weak
business case requiring a high level of subsidy per passenger.

Street Management

Principal Road and Structure Maintenance - following the asset
condition survey, a programme to eliminate the capital maintenance

10
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backlog on the TLRN and Borough Principal Roads by 2010, which
involves greater expenditure than in the existing Business Plan. Street
Management is now developing plans to work closely with the Boroughs
and Buses to better co-ordinate roadworks and minimise disruption. Street
Management will report back on these plans during the January Board
cycle.

e Network Improvement schemes — the A23 Coulsdon and three A406
schemes (Bounds Green, Regents Park Road, and Golders Green) remain in
the Plan. New schemes at Catford, Purley Cross, and Wandsworth are
included in later years of the Plan. All network improvements have
provided outline business cases, and TfL will not commit to
implementation until a full business case is provided that demonstrates
value for money and includes a review of traffic impacts and mitigation
plans.

e Parliament Square (World Squares) scheme - to commence in 2005/06
rather than 2004/05, in view of the overall funding situation and the levels
of possible disruption during construction. TfL will not commit to
implementation of this scheme until a full business case is provided that
demonstrates value for money and includes a review of traffic impacts and
mitigation plans.

e Tunnel Safety schemes - for the Blackwall Tunnel (northbound) and
Rotherhithe Tunnel, to improve safety to European standards introduced
following two central European tunnel fires.

e Walking and Cycling programmes - following last year’s Business Plan
round a Task Force was set up to review walking and cycling programmes,
and a revised programme consistent with their draft recommendations is
recommended, with expenditure in 2003/04 above 2002/03 levels and
gradually increasing throughout the plan period.

e The Road Safety programme, which covers safety work on both the
TLRN and all Borough roads, is focused on delivering London-wide road
safety schemes, education and enforcement in order to meet the casualty
reduction targets outlined in the Mayor’s London Road Safety Plan. A key
target among these is to achieve a 40% reduction in the number of road-
users killed or seriously injured by 2010 (compared to a 1994-98 baseline).
It was recently announced that, in the 12-month period to June 2002,
overall casualties have already been reduced by 8%.

Rail Services (including Docklands Light Railway)

e DLR Extensions - to London City Airport by 2005 and Woolwich Arsenal
by 2007, and in later years of the Plan extensions to Stratford International
by 2008 and Barking by 2012. The additional extensions are included in
the draft London Plan.

e 3-car upgrade on DLR Bank-Lewisham - with a revised cost profile and
overall increased costs (since last year, project specification has been
defined). This project provides additional capacity to and within the
Docklands.
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o Stratford Station improvements - the revised proposal increases costs by
around £11m compared with the existing Business Plan. Following a
feasibility study, the option of a separate new platform is proposed, rather
than the limited safety works, which the study showed could not be
implemented as initially proposed.

e National Rail (Smartcards) - the recommended Plan provides for
purchase of PRESTIGE smart-card readers and gate modifications at
National Rail stations throughout London in 2003/04 and 2004/05 to ensure
that the Oystercard can be used as an integrated fare product throughout
London.

e National Rail (fares) - Revisions to SRA’s policy on National Rail fares
present an opportunity to better integrate TfL. and National Rail fares. TfL
has responded to SRA’s consultation on fares by identifying perverse
effects of current policy and suggesting ways to re-establish and extend the
attractiveness of Travelcard as the integrated ticket for Greater London.
The recommended Business Plan does not include any funding for National
Rail fare support.

¢ National Rail- TfL will work in partnership with the SRA to try to achieve
station improvements, better security, and enhanced frequencies to create a
‘turn up and go’ London Metro network. The recommended plan includes
funding for studies to influence SRA and TOC’s and to work co-
operatively to make these improvements, but does not include funding for
top-ups or fares support. TfL’s chief officers and members of the Rail
Transport Advisory Panel recommend that before committing funds to
worthwhile National Rail improvements, TfL must develop a strategic
framework for working with the SRA and maximise SRA and TOC funding
for rail service improvements and fares integration. TfL will report back to
the Board in 2003 regarding the proposed strategy for working with SRA.

4.6 Central Directorates

e Borough Spending Programmes - most of the Borough Spending
Programme is accounted for in the bus priority, road/structure maintenance,
walking and cycling and road safety programmes as noted in Sections 4.2
and 4.4 above. For these London-wide programmes, TfL has assessed
individual schemes for TfL and Borough roads using a consistent set of
criteria.

Other borough spend in the recommended plan includes funding for town
centre improvements, travel awareness, and safer routes to schools
programmes. The overall level of borough spend in the recommended
Business Plan is less than bid for by the Boroughs, but represents an
increase over recent levels.

The funding for maintenance of Borough non-principal roads has not
been retained- this was specifically identified as a new item requiring
additional Government funding which was not provided in SR2002.

e Thames Road Crossings - there are two road crossings proposed in the
Plan, the Thames Gateway Bridge (to open by 2010) and the Silvertown
link (by 2015), which both contribute to the regeneration of the Thames
Gateway area and support the proposals for the Thames Gateway contained
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in the draft London Plan. Costs of development, financing and
implementation under a private financing arrangement are included.

Regeneration road schemes - Borough-proposed road schemes in the
Thames Gateway (Thames Road and Lower Lea Valley Spine Road) are
provisionally added to the Business Plan. Both proposals are recommended
subject to further analysis of Thames Gateway transport needs in the
context of the draft London Plan. The projects would require a long-term
funding commitment from TfL, if they are to proceed.

Major Interchange Development - the interchange programme will be
refocused and reduced in cost to concentrate on planning and conceptual
design for major multi-modal interchanges prioritised in the Interchange
Plan. Transport Planning will develop an integrated plan and business case
for each proposed location prior to transferring project management
responsibility to the appropriate business unit to implement.

Light Transit Schemes - TfL is progressing development and
implementation on four Light Transit Schemes across London, as
announced by the Mayor in May 2002. These are:

- West London Tram - this is being taken forward as a tram scheme,
opening in 2009, linking Shepherds Bush, Ealing, Southall and
Uxbridge, and expected to carry 50 million passengers a year.

- Cross River Tram - also a tram scheme, opening in 2012- linking two
regeneration areas in south London (Peckham and Brixton), with central
London and Kings Cross/Camden.

- East London Transit - a bus based scheme- Phase 1 to be implemented
from Ilford Town Centre via Barking Reach to Dagenham Dock by
2005/06. Project management responsibility to transfer to Surface
Transport by year end.

- Greenwich Waterfront Transit - a bus based scheme, between
Woolwich, Thamesmead and Abbey Wood with services extending to
North Greenwich by early 2008. Project management responsibility to
transfer to Surface Transport by year end.

Croydon Tramlink extensions — TfL is currently assessing the feasibility
and transport case for these extensions. The recommended Plan provides
for further development work on these extensions in the later years of the
Plan, subject to a strong case being made.

Taxicard - continued support for enhancement of the London Boroughs’
Taxicard scheme- benefits of TfL funding include standardising the amount
the Taxicard holder pays towards each trip, and additional trips. The
Surface Transport Advisory Panel agreed that further discussion regarding
Taxicard was required, and the results of this discussion and implications
for the recommended Plan will be reported in advance of the Board
meeting.

Museum redisplay - the TfL contribution is to be made in 2005/06, subject
to the Museum implementing a robust external funding strategy and
receiving a grant from the Heritage Lottery Fund.
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4.7

4.8

e Wembley Park Station - a contribution of £7m towards the cost of
upgrading the capacity of the station as part of the Wembley Stadium
redevelopment

e Smartcards - the addition of funding to support the introduction of
‘Oystercard’ smartcards throughout London.

e New corporate HR initiatives - including frameworks for management
development, and graduate recruitment and development.

Two proposals made by central directorates are not recommended for
inclusion in the Plan- Travel Information Centres expansion (unless funded
from external sources), and a proposed Arts Programme.

Under 18 Fares Proposal

The Mayor has proposed that an under 18 fares scheme be introduced, to give
half fare travel to 16 and 17 year olds. Required funding to cover lost income
and additional network costs is estimated at £50m per year- however the
impact for specific modes (LUL, Buses, National Rail etc) has not been
separately identified.

London Underground Funding Shortfall

It is anticipated that London Underground will become part of TfL in 2003/04,
however a transfer date and details of this transfer have not been confirmed by
Government. London Underground has provided TfL a proposed Business
Plan for 2003/04 to 2008/09 as part of the TfL business planning process.
This was discussed by the Rail Transport Advisory Panel and is included as a
background paper for the TfL Board.

The London Underground Business Plan assesses funding needs against
Government’s proposed funding settlement for the PPP. The LUL Plan
identifies a significant shortfall in funds (£100m-200m p.a.) from 2005/06
onwards, and this is itself dependent on the carry forward of grant from
2002/03 to 2003/04 which has yet to be agreed with Government. London
Underground also identifies the need to build up £170m in cash reserves,
which is not funded by Government.

TfL’s analysis of London Underground’s Business Plan has identified an
additional funding shortfall (on the order of £150m p.a.). This is shown in
Table 3 and results from:

e currently unfunded items such as pensions administration and uncertainties
around the ISC payments until the final contracts have been signed;

¢ inadequate operating cost projections; and

e inadequate contingencies for risks, for example for LUL’s obligations
under PPP and PFI contracts.
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Table 3: TfL Assessment of London Underground Funding Gap

£m (2003/04 prices) 03/04 | 04/05 | 05/06 | 06/07 | 07/08 | 08/09
Funding gap in LUL Plan - - 117 162 169 176
LUL unfunded items 43 28 78 68 68 63
Inadequate operating cost projections 13 16 17 21 21 24
Inadequate risk contingencies 17 33 23 19 21 29
Creation of a proper cash reserve 100 72 - - - -
Total Funding Gap 173 149 235 270 279 292

4.9

4.10

Rail Transport Advisory Panel members were surprised that the level of
subsidy required for the Underground is on the order of £1 billion, or 50% of
projected costs, and requested London Underground to provide a comparison
of projected costs and revenues in the Business Plan against those from the
past 3-4 years. Panel members were particularly concerned that the size of the
funding shortfall projected by London Underground is roughly equivalent to
the size of proposed Major Enhancements, which are not guaranteed in the
PPP but deliver much needed improvements to accessibility and congestion
relief.

Cross London Rail Links

The Crossrail 1 and 2 projects are being taken forward as a TfL and SRA joint
venture by Cross London Rail Links (CLRL). Government has agreed to
provide £154m ring-fenced grant to cover Crossrail development, 50% of
which is included in the Rail Services business plan. CLRL has also estimated
the cost of advanced works required for Crossrail 1 (for utilities, property
purchases, and long-lead time equipment) and will seek Government funding
through the TfL-SRA joint venture for this purpose. Based on latest advice
from CLRL, the recommended Plan identifies the cost of these advanced
works, but does not include funding for any additional up-front capital to
support a concession.

Overall recommended level of expenditure.

Table 4 sets out the total level of expenditure required for the recommended
Business Plan for 2003/04 to 2008/09 against the level of funding available.

Table 4: TfL. Business Plan- Summary of Expenditure and Funding

£m, 2003/04 prices | 2002/03 | 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09

Gross Expenditure 1869 2280| 2402| 2624| 2664 2686 2766
Income and Receipts 780 852 891 912 933 963 988
TfL Net Spend 1089 1428 1511 1712 1731 1723 1778
Indicative funding 1089 1352 1416| 1216/ 1185 1181 1146
TfL Funding gap 0 76 95 496 546 542 632
LUL Shortfall - 173 149 234 269 279 292
CLRL (50%) - - 24 75 15 - -
Total Funding gap 0 250 269 804 830 821 924

Details of the proposed level of expenditure are provided in Appendix 3.
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4.11

4.12

5.1

Borough Spending Plans

Section 4.6 above advised that the overall Borough spending proposals would
change as a result of modifications in a number of areas. Table 5 shows the
level of expenditure proposed for the London Boroughs’ BSP process. This
proposed expenditure is greater than the 15 October announcement of £130m
in 2003/04 and the £140m committed for 2004/05 and 2005/06, and the two
primary areas of increased expenditure are road maintenance and road safety.

Table 5: Business Plan- indicative level of Borough BSP funding

£m, 2003/04 prices 2002/03 | 2003/04 | 2003/04 | 2004/05 | 2005/06
allocation| (15 Oct) Plan Plan Plan

Road maintenance 43.1 42.7 63.1 72.4 70.4
Bus Priority 16.2 21.0 21.0 23.0 23.0
Walking 2.1 3.1 3.2 4.7 4.7
Cycling 8.0 8.6 8.9 10.0 14.1
Road Safety 19.0 20.7 23.0 24.0 27.0
Area Schemes 13.8 16.2 17.1 18.1 22.5
Safer Routes to school 6.0 6.0 6.2 6.2 6.2
Regeneration road 1.1 0.8 0.8 0.8 1.5
schemes*

Controlled parking zones 1.6 0.9 0.9 0.9 0.9
Travel Awareness 1.5 2.0 2.0 2.0 4.8
Traffic Signals 7.2 7.2 7.2 7.2 7.2
Other (Access, Freight) 0.4 1.5 2.2 2.2 2.3
TOTAL 120.0 130.7 155.6/ 171.5| 184.6

* Excluding Thames Road and Lower Lea Valley Spine Road

Performance Indicators

Performance Indicator targets were agreed by the Board at the 19 March 2002
meeting, and are contained within the Business Plan published in April 2002.
Businesses have submitted revised targets to reflect the revised Business Plan,
and these are shown for noting in Appendix 4. These will be updated to
reflect best estimates of the 2002/03 outturn and 2003/04 budget and will be
presented to the Board as part of the Budget approval in March 2003.

EFFICIENCIES

TfL’s 2002 Business Plan committed to identifying and achieving efficiencies.
In 2002/03, we have begun to deliver efficiency savings by consolidating
property management, reducing reliance on agency staff, and rationalising
accommodation costs. In the area of property management, TfL has
consolidated responsibility for property acquisition and sales within LT
Property, achieving a saving of 20 positions from the Street Management
lands team budget. After completing an assessment of accommodation costs,
TfL re-negotiated a number of leases with savings of approximately £1m per
annum, and is reviewing company-wide software licenses and telecoms costs
as opportunities for immediate savings.
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More fundamentally, TfL is undertaking two major corporate initiatives to
achieve long-term efficiencies. Both are being pursued as joint initiatives with
London Underground, in order to maximise opportunities for efficiencies.

First, the integration of the London Underground provides a unique
opportunity for TfL to restructure corporate support functions. TfL has
engaged McKinsey & Co. to facilitate the transition and propose a
restructuring of the entire organisation, with a focus on identifying efficiency
savings in corporate functional areas such as Human Resources, Finance,
As the integration approaches, TfL will
continue to look for efficiencies in all non-operational areas of the business -
including Planning, Borough Partnerships, Legal, Facilities, and Information

Secondly, TfL and LUL have agreed to jointly pursue a Business
Improvement Programme (BIP), which will replace legacy financial,
procurement and human resources information systems with an enterprise

52

53
Marketing, and Procurement.
Management.

5.4
resource planning system.

5.5

Other opportunities for efficiency include reducing reliance on agency staff
and consultants to perform day-to-day activities (replacing wherever possible
with permanent or fixed-term employees) and rationalising accommodation.
An accommodation strategy has been developed in 2002/03. The agreed
efficiency targets coming out of the review activity should be seen as the

‘minimum’ and TfL should strive to deliver the maximum possible. The
efficiency savings included in the Plan are shown in Table 6 below.
Table 6: Estimated Efficiency Savings

Annual Recurring Savings | 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09
(£000's)
Total Integration Savings 14,714| 39,792| 64,492 64,492| 64,492 64,492
BIP Savings 4,985 19,262 15,790 15,239] 12,059| 12,215
Overlap between (1,252)| (5,487)| (7,760)| (7,760)| (7,760)| (7,760)
Integration/BIP
One-off Restructuring Costs | (11,220)| (11,538)] (6,889)
Net Impact on Integrated 7,227 42,029 65,633 71,971| 68,791 68,947
TfL/LUL
Cumulative Savings 7,227) 49,256| 114,889 186,860 255,831| 324,778

ALTERNATIVE FUNDING SOURCES

The recommended Business Plan for TfL (excluding LUL) is broadly balanced
in 2003/04 and 2004/05, though when LUL funding shortfall is added there is
a requirement of around £200-£250m each year. However, there is a
substantial long-term funding gap from 2005/06 onwards. The recommended
Business Plan has identified additional costs primarily in three areas: rising
costs and expansion of the bus network above previous forecasts, development
and implementation of major projects to increase capacity in support of the
London Plan, and expansion of the Transport Policing and enforcement
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6.1

6.2

initiatives. These rising costs are exacerbated by a potential decrease in the
level of Transport Grant in 2005/06. Four alternative sources of funding are
discussed  below-  fares, tax increment funding, developer
contributions/planning gain, and road pricing/workplace parking levies.

Fares

The Business Plan assumes a cash fare freeze on Buses until 2004, with RPI
level increases thereafter, and for the Underground and DLR, zero real (RPI)
increases. Greater than RPI fare increases would reduce the funding gap, and
additionally by moderating demand increases, reduce costs, particularly for
buses. TfL is undertaking a review of longer-term fares strategy and will
begin discussions with Board members in December 2002. Possible options
and their impact are discussed below.

Buses - The Proposed Plan for London Buses requires increasing funding, as
noted in section 4.1 above and detailed further in Appendix 3. The gap will
continue to grow until fares begin increasing at a rate equal to or greater than
the rate of cost increase for the bus network. For the level of fares to match the
increase in unit costs from 2004/05 to 2008/09 a real fare increase over the
four years of 20% would be required, i.e. of RPI plus 5%, leading to a
reduction in passenger growth of, say, 7% over the period. Overall, passenger
volume in 2008/09 would then be at the 2004/05 level.

If underlying inflation were, say 2% per annum, increasing real fares each year
by 5% would mean the following for typical fares:

- Pre Pay prices rising by 5p per annum,;
- Daily Bus Pass prices rising by 15p to 20p per annum;
- Weekly Bus Prices rising by 70p per annum.

Underground - London Underground’s operating costs are projected to
increase by around 19% in real terms over the 6 years from 2002/03 to
2008/09. To match this, real fares would need to increase by around 3% each
year. Such a programme of increases would be raising additional revenues of
£150m to £200m by 2008/09.

National Rail - Revisions to SRA’s policy on National Rail fares present an
opportunity to better integrate TfL and National Rail fares. TfL has responded
to SRA’s consultation on fares by identifying perverse effects of current policy
and suggesting ways to re-establish and extend the attractiveness of Travelcard
as the integrated ticket for Greater London.

Focusing of fare options - the analysis above uses standard price elasticities
to estimate journey volumes. Traffic losses / financial outturns could be
improved if increases can be focussed on the least elastic / highest cost
markets.

Tax Increment Funding (TIF)

The principle underlying TIF is that finances are raised against anticipated
property value gains from successful land use development adjacent to
infrastructure projects. Increases in property prices as a result of capital
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6.3

6.4

investments, or even in anticipation of capital investments, are captured to pay
for some proportion of the investment. The two most likely sources of TIF in
London are National Non-Domestic Rates and Stamp Duty.

A recent report commissioned by TfL on the Thames Gateway River Crossings
indicated that up to £31m/pa could be generated from TIF. When extended to
other projects the revenue potential is significantly greater. Another recent
study on London’s economy indicated that a 5% supplementary rate could raise
as much as £130m/pa based on 1999 valuations and possibly 40% more or
£180m/pa after a revaluation of rateable values.

Developer Contributions, Planning Gain and Section 106 Funds

Developer contributions have traditionally been cited as having the potential to
meet project costs. In practice there are few instances of contributions larger
than 1-2% of the total cost, and as currently formulated does nothing to provide
funding for ongoing costs, such as additional bus services. Enabling this type
of financing requires extensive negotiations with developers and the Boroughs
where development takes place. The complexity of negotiations increases with
the diffusion of benefits, as is likely to be the case with most transportation
projects in London.

However, there may be scope for enhanced participation from developers in
some areas where relatively self-contained developments are made possible by
access to new adjoining infrastructure. A report commissioned by the Canary
Wharf Group noted that planning gain charges could be imposed on higher
density development and redevelopment to higher value uses within the impact
area of Crossrail. They estimate that up to 54mn sq.ft. of new development
could take place within a one-mile distance to Crossrail. Additionally, up to
63m sq.ft. of property could be redeveloped within the impact area. Charging a
Section 106 levy of between £20-40 per sq. ft. could lead to annual revenues of
£95-190m over a 20-year period between 2005-2025.

Road Pricing/Workplace Parking Levy

The ROCOL report (Review of Charging Options for London) noted that
increasing the congestion charging zone could increase revenue by £130m. A
further revenue source could be a workplace parking levy. A workplace
parking levy paid jointly by employers and employees would reduce the
incentives to provide free parking and therefore reduce the number of parking
spaces. While the benefits of this would be mainly in reduced congestion, a
levy imposed on an extended central London area would also generate
additional revenues.

Other local pricing measures that make better use of capacity, like lane rental

for roadworks, could also be considered. Both have a dual function as they
generate revenue and achieve more efficient use of transport capacity.
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7 RECOMMENDATION

7.1 The Board is asked to approve the draft 2003/04 Budget and Business Plan
for submission to the GLA.

7.2 The final 2003/04 budget will be presented for approval by the Board in
March, following the outcome of the GLA budget process.

11 November 2002
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Appendix 1

Equality and Social Inclusion- actions

This year’s business planning has introduced a new element to the process of project
submission and assessment, and that is an analysis of the equality and inclusion
outputs and outcomes. The following provides feedback about the relative success of
this new process and identifies the further work that is necessary in the coming
months to ensure that TfL gets the greatest social value for its work in 2003/04.

The business plan contains a significant number of proposals which will directly
benefit disabled people. Where the outcome is that of increased access and mobility,
these plans will also, by default, benefit other groups such as older people, lone
parents, women and so on. It is also true that many of the project proposals submitted
will have a disproportionately high benefit for Black and Minority Ethnic Groups. As
an organisation, our understanding of the transport barriers that people from Black
and Minority Ethnic Groups experience is not yet as developed as it will be in the
future, and as a result, the intended outcomes are not identified in such a tangible way.
Nevertheless, TfL will ensure that it meets its legislative responsibility under the Race
Relations Amendments Act 2000 by ensuring that the barriers identified for these
groups are addressed as far as our understanding will allow and the research gaps are
filled during the forthcoming year.

This will allow us to feed targeted projects into the business plan during 2004/05,
although we will action those which can be implemented in the short term if we
develop a better understanding sooner than this. As an organisation, we do not have
any depth of understanding of the transport requirements of gay men, lesbians,
bi-sexual and transgendered people. However, we can be sure that some projects will
contribute to answering those concerns that we are familiar with. Policing the
network for example is intended to reduce the numbers of attacks on customers, and
because of this, may instil a better sense of personal security for those who fear hate
crimes. Again, we have limited understanding of the requirements of certain faith
groups, asylum seekers and refugees, and we will need to ensure we focus our
research attentions on these groups in 2003/04 towards a much greater understanding
in 2004/05.

There is an un-quantified risk in many cases attached to TfL’s dependence on its
effective relationships with stakeholder partners and in particular the Boroughs.
Building on our partnerships is critical to our success.

Priorities for 2003/4

There is a growing trend to move towards technological solutions. Whilst this is very
much in line with the Government’s agenda and appropriate to a world class system,
TfL must not neglect the basics. The risk in doing so is that we disenfranchise our
existing customers as well as our potential ones. Consistent with the priorities within
the Mayor’s Transport Strategy, in equality and inclusion terms, TfL should continue
to prioritise:
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e Creating a climate of safety and personal security (OS1)

Providing the basic facilities and services— shelters, seats, road crossings,
information (OS6)

Meeting our legislative responsibilities (OS6)

Making the right links at the right time for the right price (OS5/6)
Communicating with our customers (OS6)

Filling the information and research gaps towards 2004/5 business plans (OS6)
Strengthening our partnerships internally and externally (OS5/6)

Where do we go from here?

To address the issues above it is proposed that each part of the business use the
process below for each separate project.

1. Quantify exactly what the outcome for each target group will be

The target groups for equality and inclusion work are pre-identified and we have
committed to focusing our attentions on these groups earlier this year following the
GLA Best value review on Equality.

This stage sets out exactly what will change for equality and inclusion target groups.
In any one project, it is likely that there will be a number of different outcomes for
different target groups. Improved street lighting, for example, will benefit everyone
but will disproportionately benefit some people by reducing or removing powerful
barriers that deter people from transport use.

It will help to reduce harassment and attack for women, black and minority ethnic
groups and gay men, lesbians and trans-gendered people; it will assist disabled people
in way-finding; it will increase a sense of security for older people and will help to
reduce pedestrian injury and death. If appropriately shaped many of the submissions
can contribute their part to the overall agenda.

2. Provide further detail on the summary description of the proposals

Clear outputs identified under each broad programme description will enable a joint
analysis of whether the outputs are the correctly shaped to achieve the objectives set
out in 1 above. It will also help to establish whether the appropriate standards and
mechanisms are in place to achieve the outcomes. Enhanced street lighting, for
example, will be at its most effective in reducing harassment and attack if it is
installed in critical areas, where perhaps crime rates of this nature are high or where
large numbers of target groups are known to use our services. A similar process
evaluation can be undertaken with each component output within high level activities.

3. Set performance indicators for equality targets

This is perhaps the most complex part of the process. It is easier to measure the
numbers of pedestrian accidents and set targets for this. We can also collect data on
assaults. To know whether people actually feel safer and are using the system more
confidently and frequently may also require some qualitative work with customers.
The Social Inclusion Team will work with each business and with the corporate centre
to identify appropriate targets and milestones against which to measure the success of
the project.
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Appendix 2

Financing Assumptions

The recommended 2003/04 Business Plan includes several large-scale infrastructure
projects that would require significant increases in grant if built as traditional capital
projects. The Business Plan assumes TfL would use an alternative means of
financing—a Special Purpose Vehicle structure such as a PFI/PPP, Company Limited
by Guarantee, or other structures that combine various design, build, finance, operate
and transfer options. Employing these structures does not reduce the net
infrastructure financing requirement. Indeed, there is an additional financing cost for
funds raised from the private sector. The use of these structures changes the profile of
the financing by extending and smoothening out the funding requirement. Additional
benefits may be available through the use of SPVs if there is a transfer in the risk
burden between the public and private sectors.

These proposed SPVs include West London Tram and Cross River Tram, two Thames
River Crossing schemes, and DLR extensions to London City Airport, Woolwich and
Barking.

These projects could be financed through a concessionaire/PFI structure, in which the
concessionaire would construct the project, and then collect the operating profits (or a
TfL subsidy if the project does not cover its financing costs). This model has been
used for Croydon Tramlink and the DLR extensions to Lewisham and London City
Airport. The projects that best lend themselves to this PFI structure are ones that
involve new construction, i.e., the tram schemes, the river crossings, and the DLR
Woolwich and Barking extensions. We have reflected these costs in the business plan
as PFI ventures. However, at this stage in the project’s life, we have not completed a
full assessment of opportunities for risk transfer and, therefore, of the implications of
current Local Authority Capital Finance regulations.

These financing schemes provide TfL with an opportunity to invest in infrastructure
that will not only provide near-term benefits to transport users, but also continue to
provide benefit to Londoners in future generations. The SPV financing method, which
spreads the costs out over a number of years, enables future users of the infrastructure
to pay for their share of the infrastructure. However, proceeding with these projects
through an SPV will require a long-term commitment from TfL and its funding
partners prior to committing to implementation.
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Appendix 3

Proposed TfL Budget and Business Plan
2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
Sep f/cast
London Buses
Bus network
Bus network base costs- gross 1089.0 1089.0 1089.0 1089.0 1089.0 1089.0 1089.0
Bus network base income (700.0) (725.0) (728.0) (743.0) (749.0) (756.0) (768.0)
Tender price increase 33.0 105.0 160.0 209.0 240.0 339.0
Commission, TfL Bonus and other misc. 0.5 19.7 32.7 40.7 65.4 52.2
Service enhancements- gross costs 37.0 93.0 119.0 143.0 167.0 191.0
Service enhancements- income (13.0) (33.0) (42.5) (51.2) (60.2) (68.8)
Bus network total 240.4 421.5 545.7 615.2 681.5 745.2 834.4
Transport Policing-includes BTP 25.0 55.0 55.0 55.0 55.0 55.0 55.0
Technical Services 9.4 12.2 16.0 24.0 26.6 244 19.0
Ticket Technology/Prestige 14.6 21.0 27.9 26.3 24.3 24.3 25.2
Bus stops and shelters 8.8 8.7 71 12.7 12.9 12.9 12.9
Bus garages 11.3 6.7 5.3 1.1 1.6 2.8 0.8
Bus stations 12.4 17.3 12.2 16.1 17.6 19.7 20.8
Vehicle purchases for ETB 4.2 24 2.8 0.0 0.0 0.0 0.0
Engineering (environmental) 2.2 2.5 1.6 1.3 1.3 1.3 14
Operations and Group Safety 13.5 18.6 20.0 22.5 24.2 26.3 26.8
Safety and security (inc CCTV) 4.2 5.0 3.0 1.0 1.1 1.0 0.9
Management and Support 8.8 10.1 10.2 10.0 10.0 9.9 10.0
Marketing and Research 12.7 11.4 114 11.4 114 11.4 114
Croydon Tramlink support costs 2.8 44 6.4 6.4 6.3 6.3 6.3
Bus Priority- Boroughs 22.6 21.0 21.0 21.0 21.0 21.0 21.0
Bus Priority- TLRN/SVD/other 37.3 52.0 33.0 37.0 37.0 37.0 37.0
Other 6.7 5.6 4.7 4.4 3.9 3.8 3.1
London Buses total 436.9 675.4 783.3 865.4 935.7 1,002.3 1,086.0
Other Surface Transport
Public Carriage Office 3.9 3.2 1.0 0.6 (1.8) (0.2) (0.1)
Victoria Coach Station (1.0) (0.9) (0.6) 23 (0.6) (0.6) (0.5)
Dial-a-Ride operations 14.7 17.8 16.6 17.0 17.5 18.0 18.6
Dial-a-Ride vehicle purchase 0.7 0.3 2.7 2.8 2.8 2.8 2.8
East Thames Buses (0.2) (0.8) (0.9) (0.9) (1.0) (1.0) (1.0)
London River Services 1.0 1.0 0.5 1.0 1.0 0.1 0.1
Surface Transport total 455.9 696.0 802.6 888.2 953.6 1,021.4 1,105.9
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Appendix 3

Proposed TfL Budget and Business Plan
2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
Sep f/cast
Street Management
Congestion charging set-up 447 0.0 0.0 0.0 0.0 0.0 0.0
CC ftraffic mgmt 39.7 30.6 11.7 0.0 0.0 0.0 0.0
Enforcement 8.8 14.1 14.6 17.6 17.6 17.6 14.2
A13 DBFO 6.0 10.0 19.8 22.1 22.2 30.6 29.8
Network improvements
A23 Coulsdon 3.4 18.0 7.2 0.0 0.0 0.0 0.0
A406 Bounds Green 1.0 5.1 9.3 3.1 0.3 0.2
A406 Regents Park Road 14 1.0 0.0 0.0 0.0 0.0
A406 Golders Green 0.6 0.2 0.0 0.0 0.0 0.0
Purley Cross 0.0 0.1 0.4 5.1 0.0 0.0 0.0
Wandsworth 0.0 0.1 0.0 0.4 3.1 6.2 0.5
Catford 0.0 0.1 0.0 0.0 0.2 3.5 3.1
Completed schemes 7.0 1.3 0.0 0.0 0.0 0.0 0.0
Local improvements 7.3 9.1 8.3 8.3 8.3 8.3 8.3
Red Routes 6.3 7.6 0.0 0.0 0.0 0.0 0.0
World Squares 15.8 3.1 0.0 5.2 15.7 0.0 0.0
Road/bridge maintenance- TLRN 96.0 105.2 108.6 113.7 113.7 113.7 106.5
Road/bridge maintenance- Boroughs 39.1 63.1 72.4 70.4 67.3 67.3 65.3
Major safety enhancements (tunnel and bridge
schemes):
A406 Hangar Lane 0.0 26 10.5 8.2 29 1.1 0.0
A40 Western Avenue 0.2 23 12.6 10.5 10.5 7.4 3.3
Blackwall Tunnel southbound 11.3 6.7 0.0 0.0 0.0 0.0 0.0
Blackwall Tunnel northbound 0.0 0.3 21 13.4 9.3 0.0 0.0
Rotherhithe Tunnel 0.0 0.9 5.1 6.2 0.0 0.0 0.0
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Proposed TfL Budget and Business Plan Appendix 3
2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
Sep f/cast
Street Management (continued)
Technical Advice 1.1 1.1 1.1 1.1 1.1 1.1 1.1
DDA initiatives 2.1 5.9 8.3 11.4 11.4 11.4 11.4
Cycling- Boroughs 7.2 8.9 10.0 14.1 15.9 15.9 15.9
Cycling-TLRN 5.7 26 4.4 7.4 10.0 13.5 13.5
Walking- TLRN 3.0 4.0 4.0 4.0 4.0 4.0
Walking- Boroughs 1.9 3.2 4.7 4.7 4.7 4.7 4.7
Road Safety- Boroughs 24.3 23.0 24.0 27.0 27.0 27.0 27.0
Road Safety- TLRN 7.0 13.4 14.5 18.0 18.0 18.0 18.0
Traffic Technology Services 27.0 36.4 39.4 34.5 37.4 35.6 37.0
Management and Support 32.6 37.0 36.5 36.5 36.5 36.5 36.5
Other SM Staffing (SMS & Service Dev) 11.6 12.9 121 12.1 121 12.1 121
Performance Monitoring +Other Strategy Svcs 2.1 2.4 24 24 24 24 24
London Lorry Ban (part of LSDP & TBC) 0.0 1.0 2.1 0.0 0.0 0.0 0.0
Street Management total 408.2 429.0 4431 463.6 454.4 438.2 414.8
Rail Services Crossrail (Ring Fenced) 14.5 17.0 17.0 18.0 7.5 0.0 0.0
National Rail - PRESTIGE 0.0 6.8 255 5.5 5.5 5.5 5.5
National Rail - Fares Support 0.0 0.0 0.0 0.0 0.0 0.0 0.0
London Metro - Service Improvements 0.0 1.0 1.0 1.0 1.0 1.0 1.0
ELL extension (inc Brixton station) 0.1 0.2 0.2 5.2 5.2 0.2 0.2
Safety and Contingency Management 0.9 0.9 0.8 0.5 0.5 0.5 0.5
Other 3.4 3.7 3.8 3.7 3.7 3.7 3.7
Rail Services total 18.9 29.6 48.3 33.9 234 10.9 10.9
DLR Operations 22.3 215 17.3 24.6 25.7 22.6 20.6
3 car upgrade 1.0 10.9 14.6 401 36.8 11.2 1.5
London City Airport (SPV) 2.0 1.9 2.0 6.1 1.3 0.1 0.0
Woolwich Arsenal (SPV) 1.5 23 8.0 9.0 9.1 12.0 5.4
Stratford International 0.0 0.8 0.7 9.6 261 24.2 3.9
Barking (SPV) 0.0 0.2 0.3 0.3 0.7 1.2 4.6
Stratford Regional 0.0 0.3 1.9 6.8 6.8 0.0 0.0
New railcars 6.7 23 0.8 0.0 0.0 0.0 0.0
Railcar refurbishment 51 10.8 8.5 0.2 0.7 0.0 0.0
Other projects 4.2 5.1 3.4 1.6 1.3 1.7 2.7
DLR total 42.8 56.1 57.5 98.3 108.5 73.0 38.7
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Proposed TfL Budget and Business Plan Appendix 3
2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09
Sep f/cast
Central Directorates
Finance and Planning- projects
Light Transit Schemes 0.8
Cross River Tram (SPV) 0.0 0.5 0.5 21 2.1 3.1 22.0
East London Transit 0.0 1.9 7.4 24.0 0.5 0.5 0.5
Greenwich Waterfront Transit 0.0 0.9 0.9 1.5 16.7 6.5 0.5
West London Tram (SPV) 0.0 2.1 3.1 13.4 9.5 3.0 3.0
Croydon Tramlink extensions (SPV) 0.0 0.0 0.0 0.0 2.1 3.1 3.1
Project Development 0.2 1.0 1.0 1.0 1.0 1.0 1.0
Thames Gateway Bridge (SPV) 2.5 11.0 124 38.0 1.6 1.6 1.6
Silvertown link (SPV) 0.0 1.1 3.4 6.7 5.2 5.2 2.6
Interchanges 5.2 8.0 8.0 8.0 8.0 8.0 8.0
East London line extn integration 0.1 21 0.5 0.5 3.1 4.1 1.0
Wembley Park- TfL share 0.0 1.5 3.5 2.0 0.0 0.0 0.0
Thames Road Improvement, Bexley 0.0 0.3 4.0 4.0 6.0 44 2.3
Lea Valley Spine Road 0.0 0.0 2.0 7.5 11.3 12.5 27.5
Borough Partnerships
Area Schemes { 15.6 17.1 18.1 225 26.5 30.5 30.5
Safer Routes to School { 6.2 6.2 6.2 6.2 6.2 6.2
Regeneration { 0.8 0.8 1.5 1.5 1.5 1.5
Controlled Parking zones { 0.9 0.9 0.9 0.9 0.9 0.9
Travel Awareness { 2.0 2.0 4.8 5.0 5.0 5.0
Others (Access, Freight) { 2.2 2.2 2.3 2.3 2.3 2.3
Other Finance and Planning
Lands Team- property sales (5.8) (22.0) (23.6) (18.6) (8.6) (9.6) 0.0
Lands Team- other 25.7 20.4 13.4 3.4 1.6 0.8 0.2
Customer Information Review 0.6 3.2 0.2 0.2 0.2 0.2 0.2
Planning tools and evaluation 6.8 7.0 6.0 6.0 6.0 6.0 6.0
London Plan and Tpt Strategy 14 4.0 1.5 1.5 1.5 3.0 2.0
Borough Planning and Support 14 3.9 3.9 3.9 3.9 3.9 3.9
Group Finance 2.2 24 1.9 1.9 1.9 1.9 1.9
Internal Audit 1.5 1.5 1.5 1.5 1.5 1.5 1.5
Prestige/smartcards 2.8 18.5 4.2 4.2 4.2 4.2 4.2
LUL integration 9.9 10.0 0.0 0.0 0.0 0.0 0.0
Other Finance and Planning 4.7 4.6 4.6 4.6 2.9 3.3 3.6
Finance and Planning total 75.4 113.1 90.5 155.5 124.6 114.6 143.0
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