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LRT: GLC CHALLENGE TO S. 49 DIRECTIOR

I understand that as a result of the GLC challenge to Yyour
pirection under Section 49 of the London Regional Transport
Act, You are faced with a decision on whether to pursue the
litigation oOr effectively to concede the matter now. 1
understand also that Yyour legal advice 1is that you should
concede and make a fresh Direction.

2 1 am not in a position to comment on the legal advice,
which you may feel is an overriding consideration given the
possible timinc conseguences of any Pprocess of appezal. 1
know you will Dbear in mind the public expenditure implications
in making your decision.

3 1 understand that the potential call on public expenditure
may be up to £45 million, much of which could show up as
pressure on next year's external financing l1imit for LRT because
we agreed that you should carry forward a revenue surplus
of some £30 million, and this may not now be available. I
know that you will make every effort to absorb any increase
within existing provision. Any burden cshould be carried on
internal resources, which will have implications for capital
spending ang for fares levels. You may wish to propose some
of fsetting change in the external financing limits of your
other industries before EFLs are announced or in Yyour
departmental programme although this would have to be arranged
very Qquickly. 1 understand that Yyou have considered an

amendment to the GLC Money Bill to reinstate some £12 million
of capital provision for LRT; but 1 would be most reluctant
to contemplate this. The original cut 1in provision was the
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first time that such a Money Bill had been opposed, and we
would need to be able to ensure that the GLC spent any extra
provision on transport and not on other services. You may
prefer to ask colleagues toO agree a re-allocation within
existing provision, which could help avoid any increase in
the already large capital overspend in the current Yyear. If
in the event a call on public expenditure was unavoidable,
1 would need to ask you to increase the call on ratepayers,
since they will in principle benefit from any GLC saving.

B 1 am copying this letter to Patrick Jenkin in view of
his Money Bill interest.
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