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2007 Pre-Budget Report and

Comprehensive Spending Review

MEETING THE ASPIRATIONS OF THE BRITISH PEOPLE

The Government’s objective is to build a strong economy and a fair society,
where there is opportunity and security for all. The 2007 Pre-Budget Report
and Comprehensive Spending Review, Meeting the aspirations of the British
people, presents updated assessments and forecasts of the economy and
public finances, describes the reforms that the Government is making to
achieve its goals and sets out the Government’s priorities and spending plans
for the years 2008-09, 2009-10 and 2010-11, including:

e investing in the future, with total public spending rising from £589 billion in
2007-08 to £678 billion in 2010-11, an average increase of 2.1 per cent
per year in real terms, including an addition of £2 billion to the plans set at
Budget 2007 for capital investment in public services;

e continuing the sustained investment in the NHS, with resources increasing
from around £90 billion in 2007-08 to £110 billion by 2010-11, an average
real increase of 4 per cent a year, which alongside value for money
savings of at least £8.2 billion will fund the conclusions of the Darzi Review
to build a health service fit for the 21% century;

o further sustained increases in resources for education, science, transport,
housing, child poverty, security and international poverty reduction as well
as fully funding the 2012 Olympic Games and Paralympic Games;

e continuing to modernise the tax system by ensuring that all married
couples and civil partners can benefit from double the inheritance tax
allowance - £600,000 immediately, rising to £700,000 by 2010-11 - in
addition to the entitlement to full spouse relief, and by announcing a major
reform of capital gains tax, introducing a single rate of 18 per cent from
April 2008, ensuring a more sustainable system that is straightforward for
taxpayers and internationally competitive; and

e taking steps to protect the environment, including by reforms and

increases to the tax regime for aviation and a new Environmental
Transformation Fund worth £1.2 billion over the CSRO07 period.
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MAINTAINING MACROECONOMIC STABILITY

The Government’'s macroeconomic framework and promotion of flexible and
open labour, product and capital markets continue to deliver sustained
economic growth with low inflation. The economy has grown for 60
consecutive quarters and inflation is close to target. This macroeconomic
stability puts the UK in a strong position to respond to global economic
challenges, and to take advantage of the opportunities of the coming decade.

In 2007, the UK economy has continued to perform strongly, with GDP growth
in the first half of the year reaching 3 2 per cent on a year earlier, towards the
upper end of the Budget 2007 forecast range. Reflecting the combination of
momentum in the economy, but higher interest rates than markets expected
at the time of Budget 2007 and the assumed impact of financial market
disruption, the 2007 Pre-Budget Report economic forecast is for GDP growth
of 3 per cent in 2007, slowing to 2 to 2 %2 per cent in 2008, before
strengthening to trend at 2 7% to 3 per cent in 2009 and 2010.

The 2007 Pre-Budget Report projections for the public finances show that the
Government is meeting its strict fiscal rules:

e the current budget shows an average surplus as a percentage of GDP
over the current economic cycle, ensuring the Government is meeting the
golden rule. Beyond the current cycle, the current budget moves clearly
into surplus; and

e public sector net debt is projected to remain low and stable over the
forecast period, stabilising below 39 per cent of GDP and so meeting the
sustainable investment rule.

TRANSFORMING PUBLIC SERVICES

Over the last ten years the Government has laid the foundations for improved
public services — with sustained investment, more frontline professionals,
increased efficiency and rigorous performance management raising standards
and outcomes. The challenge now is to continue this progress by creating
world-class public services that respond to people’s rising aspirations and
equip the UK for global change.

The 2007 Comprehensive Spending Review therefore launches a new
strategy for transforming public services over the decade ahead, focused on:

e driving forward the next stage of reform, including through a new

performance management framework which defines the Government’s top
30 priorities for the coming period, and empowers the public and frontline
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professionals to shape the services needed to deliver excellent outcomes
and experiences for all;

e investing in Britain’s future, with total public spending over the CSR07
period rising from £589 billion in 2007-08 to £678 billion in 2010-11 — an
average increase of 2.1 per cent a year in real terms — enabling further
investment in the Government’s priorities of education, health, transport,
the Olympics, security and housing. Within these plans the continued
strength of the UK’s public finances have enabled an addition of £2 billion
to the plans set at Budget 2007 for capital investment in public services;

e embedding value for money across government — with savings of at least
3 per cent a year over the CSRO7 period, releasing £30 billion by 2010-11
to reinvest in further improvements in key public services, building on the
success of the SR04 efficiency programme and implementing the results
of a series of zero-based reviews of spending in each department.

SUSTAINABLE GROWTH AND PROSPERITY

Over the last decade there have been significant increases in both
employment and productivity, but the growing movement of people,
investment and goods is increasing the pace of change in the global
economy. Rapid technological change and the emergence of newly
industrialised economies are also driving shifts in the competitive
environment. The Government is committed to equipping the UK to respond
to these changes and focusing reform on the drivers of productivity through:

e increasing spending by the Department for Innovation, Universities
and Skills on higher education and skills from £14.2 billion in 2007-08
to £16.4 billion by 2010-11 to implement the recommendations of the
Leitch Review, developing a strong partnership with employers and
individuals to deliver higher skills;

e increasing public investment in the science base from £5.4 billion in
2007-08 to £6.3 billion by 2010-11 to implement the recommendations of
the Sainsbury Review. Total public support for business innovation
through the Technology Strategy amounting to over £1 billion will
ensure the UK’s continued success in generating new ideas and using
them in wealth creation;

e confirming a 2 Y. per cent annual real increase in the Department for
Transport’s programme budget, consistent with the Long Term Funding
Guideline which is extended to 2018-19. This will continue renewal of the
UK's transport infrastructure including the funding package for Crossrail;
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simplifying the tax system to make it fairer and more efficient with
the announcement of three reviews and a package of simplification
measures;

simplifying business support to reduce confusion and the time
businesses spend understanding what support is available and accessing
it, and to improve the quality, effectiveness and efficiency of schemes;

supporting the private equity industry’s moves to increase
transparency and a number of measures to ensure that tax
arrangements are sustainable and appropriate; and

allowing local authorities to invest in economic development through
levying a local business rate supplement and focusing the strategic
role for the Regional Development Agencies on economic growth as
announced in the Review of sub-national economic development and
regeneration.

Further details on these and other measures are set out below. Details of the
Public Service Agreements supporting sustainable growth and prosperity are
set out in Press Notice 3. Details of the 2007 Comprehensive Spending
Review departmental settlements are set out in Press Notice 4, including:

The Department for Innovation, Universities and Skills, including
responses to the Cooksey, Sainsbury and Leitch Reviews.

The Department for Transport, including Crossrail
The Department for Business, Enterprise and Regulatory Reform

The Regional Development Agencies

Tax simplification

Building on recent initiatives, most notably at Budget 2007, the Government is
today renewing its commitment by launching a significant programme of tax
simplification to further enhance UK productivity and competitiveness.

Underpinning principles

Simplification will be a priority designing and reviewing tax policy,
alongside fairness and sound public finances;

The Government will work in partnership with business to identify further
opportunities to simplify the tax system; and
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e The Government will share its findings on the viability of tax simplifications
with business.

Reviews

The Government today publishes its findings, for discussion with business, on
the case for aligning income tax and national insurance contributions and also
announces three reviews beginning this autumn where HM Treasury and
HMRC will work in partnership with business looking at how to simplify: VAT
rules and administration in the UK and EU; how anti-avoidance legislation can
best meet the aims of simplicity and revenue protection and how to simplify
the Corporation Tax rules for related companies.

Key tax changes

Today, the Government also announces immediate progress with over 20
simplification measures for business, including improvements to Self-
Assessment, payrolling and Stamp Duty Land Tax simplification. Together
these simplifications will help business across the UK economy, most notably
by:

e reducing their administrative burdens by up to £100 million;

e making improvements to Income Tax Self Assessment benefiting 1.6
million small businesses;

e benefiting up to 0.5 million employers and 3 million self-employed and;

e enhancing the City's competitiveness by simplifying and modernising the
tax system for financial services.

Simplifying Business Support

To tackle the proliferation of business support schemes and simplify the
current large number of uncoordinated schemes provided by different tiers of
government, the Business Support Simplification Programme is working with
business and all tiers of government to reduce the number of business
support schemes from over 3,000 to 100 or fewer by 2010. This will reduce
complexity and the time business spends understanding what support is
available and accessing it, and will improve the quality, effectiveness and
efficiency of schemes.
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To meet this goal, the Government has identified the support it is most
appropriate to provide, reflecting the existence of market failures or social
equity considerations. Following extensive analysis and public consultation,
the Government is announcing the high level portfolio of products from which
business support will be provided in the future. Details of these products are
set out on the BERR website.

Business rates supplements

Following the recommendations of the Lyons Inquiry and representations from
stakeholders the Government is today publishing a White Paper setting out
proposals to allow local authorities to invest in economic development through
a business rates supplement. This is backed by clear protection for business:

e a requirement for statutory consultation on the basis of detailed proposals
for specific spending on economic development;

e a maximum level of 2p per pound of rateable value;

e additional protection for smaller businesses through an exemption for
properties worth less than £50,000; and

e a requirement to ballot local businesses where the supplement supports
more than a third of the cost of the project.

The power will be provided to the highest tier authority only in each area,
including the GLA in London.

Intangibles document

Today sees the publication of the first in a new series of Treasury Economic
Working Papers - Intangible investment and Britain’s productivity. The paper
investigates the consequences for a range of macroeconomic variables,
including productivity, of treating spending on intangible assets as investment.
The intangible assets considered are scientific research and development,
software, design, non-scientific research and development and spending by
firms on reputation, human and organisational capital. The results suggest
that traditional measures of investment may not be capturing fully the dynamic
changes in the UK economy taking place as knowledge intensive industries
become increasingly important. Reported UK productivity performance is
higher when spending on intangibles is treated as investment.
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FAIRNESS AND OPPORTUNITY FOR ALL

A decade ago, the Government set itself the twin aims of employment
opportunity for all and a fair society in which everyone shares in rising national
prosperity. These objectives are mutually reinforcing: work is the surest route
out of poverty, while the tax and benefit system must work with public services
to make sure that everyone is supported and given the chance both to
achieve their potential and to reap the rewards of the modern world. The
Government is also committed to a modern and fair tax system that ensures
that everyone pays their fair share of tax. The 2007 Pre-Budget Report and
Comprehensive Spending Review sets out how the Government will promote
fairness and opportunity for all, including by:

e ensuring that all married couples and civil partners can benefit from
double the inheritance tax allowance — £600,000 immediately, rising
to £700,000 by 2010-11, in addition to the entitlement to full spouse
relief;

e a major reform of capital gains tax, introducing a single rate of 18 per
cent from April 2008, ensuring a more sustainable system that is
straightforward for taxpayers and internationally competitive;

e announcing that, in addition to the £150 increase announced in
Budget 2007, the child element of the Child Tax Credit will increase
by a further £25 per year above indexation from April 2008 and by a
further £25 above indexation from April 2010 and that the child
maintenance disregard in the main income related benefits will
increase to £20 by the end of 2008, with a further increase to £40
from April 2010, together lifting an estimated 100,000 children out of
poverty;

e education spending in England will rise on average by 2.8 per cent a
year in real terms between 2007-08 and 2010-11, meaning that UK
education spending as a proportion of GDP is projected to increase
from 4.7 per cent in 1996-97 to 5.6 per cent in 2010-11;

e increasing the Jobseeker’s Allowance and Income Support rates for
16-17 year olds from April 2008 to align with the 18-24 rates, to help to
simplify the system, and ensure a higher minimum level of income for this

group;
e the national roll-out from April 2008 of the In-Work Credit for lone

parents at a rate of £40, retaining a rate of £60 in London, ensuring a
more substantial financial gain from moving into work;
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e announcing the continuation of the Financial Inclusion Fund at £130
million over the CSR07 period and an £11.5m package of support for
schools to teach children financial skills; and

e further reforms to modernise the tax system and protect tax
revenues, including work to tackle avoidance.

Further details on these and other measures are set out below. Details of the
Public Service Agreements supporting fairness and opportunity for all are set
out in Press Notice 3. Details of the 2007 Comprehensive Spending Review
departmental settlements are set out in Press Notice 4, including:

e The Department for Children, Schools and Families, including education
funding

Inheritance Tax allowances

Budget 2007 announced that the individual inheritance tax allowance will rise
from £300,000 today to £350,000 in April 2010. In order to continue to make
inheritance tax fairer, the Government today announces that, from today, the
inheritance tax allowance will be transferable between spouses or between
civil partners. This will enable all married couples and civil partners to
automatically benefit from double the tax-free allowance in addition to their
existing entitlement to full spouse relief. This measure will also be extended to
all widows, widowers and bereaved civil partners. As a result of today's
announcements the married couples' and civil partners’ allowance now stands
at £600,000 for this year and will rise to £700,000 in April 2010.

Capital Gains Tax reform

The 2007 Pre-Budget Report announces a major reform of capital gains tax,
which will put it on a more sustainable footing that is straightforward for
taxpayers and internationally competitive. For disposals on or after 6 April
2008 there will be a single rate of capital gains tax of 18 per cent. As part of
this new system the annual exempt amount (currently £9,200) will remain in
place, but taper relief and indexation allowance will be withdrawn. For
disposals before this date the current rules will continue to apply. HMRC have
today published further details of the proposed changes and will immediately
begin discussion with interested parties on the technical detail and
implementation.
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Child Poverty

The Government remains firmly committed to its goal of eradicating child
poverty in a generation. The Pre-Budget Report and Comprehensive
Spending Review is today announcing financial support measures that will lift
around 100,000 children out of poverty by:

e Raising the child element of the Child Tax Credit by £25 a year above
earnings indexation in April 2008, in addition to the Budget 2007
commitment to increase the child element by £150 above earnings
indexation, and raising it again by further £25 above earnings indexation in
April 2010; and

e Substantially increasing the child maintenance disregards in income-
related benefits. By the end of 2008, the child maintenance disregard in
Income Support, income-based Employment Support Allowance and
income-related Job Seekers Allowance will rise from £10 to £20 per week,
where maintenance is being paid. In April 2010 the disregard will rise
further to £40 per week. Also by the end of 2008, the maintenance
disregard in Housing Benefit and Council Tax Benefit will rise from the
current £15 per week to a full disregard.

Employment Opportunity for All

The Government’s long-term aim for the labour market is employment
opportunity for all. Delivering this requires that everyone should be given
appropriate support to find and retain a job. This Pre-Budget Report and
Comprehensive Spending Review sets out further steps towards this,
including increasing the Jobseeker’s Allowance and Income Support rates for
16-17 year olds from April 2008 to align with the 18-24 year olds rates and
new measures to strengthen support for jobseekers including piloting a new
rights and responsibilities seminar. These measures will support the far-
reaching reforms proposed in the Green Paper In Work, Better Off: next steps
to full employment. The Government will set out its plans for wider reform
after the consultation period ends in October 2007.

Financial Inclusion

The Government is committed to promoting financial inclusion. Building on the
good progress achieved so far, today’s Pre-Budget Report and
Comprehensive Spending Review announces the continuation of the
Financial Inclusion Fund at £130 million for the next spending period. The new
fund will include continuing support for financial inclusion initiatives aimed at
helping vulnerable people with problem debt, such as BERR’s money advice
projects and the DWP Growth Fund.
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Residence and Domicile

The Government today announces the completion of the residence and
domicile review with a package of reforms to make the system fairer while
maintaining the UK’s competitiveness.

UK residents who are non-domiciled, who currently pay £4bn in UK tax on UK
earnings, will now also have to pay an annual charge of £30,000 to ensure
that they contribute in respect of the foreign income and gains which they
keep abroad and on which they do not pay UK tax. The charge will apply if
they’ve been resident here for more than 7 years. Users of the remittance
basis also lose their tax free personal allowances. The measure is targeted to
protect competitiveness by ensuring that secondees to the City are not
affected (the majority have left the UK by 7 years).

The Government will also amend the current rules to remove flaws and
anomalies that allow remittance basis users to sidestep UK tax where it is due
on foreign income and gains. It will also tighten up the day counting rules to
bring the UK into line with international practice.

The Government will consult on the detail and on a wider range of options,
including specifically whether those who have been resident here for more
than 10 years should contribute more.

Pensioner credit

The Government today announces that it will increase the Pension Credit
standard minimum guarantee to £124 for single pensioners and £189 for
couples in 2008-09, demonstrating the Government’s continued commitment
to tackling pensioner poverty.

State Second Pension

Following the Pensions White Paper, the Pensions Act 2007 puts in place
proposals to reform the State Second Pension so that it becomes a simple,
flat rate weekly top-up to the basic State Pension by around 2030, providing a
clearer foundation for private saving. To ensure this timetable is met while
delivering the personal tax reforms announced at Budget 2007 the
Government will introduce the Upper Accruals Point for State Second Pension
in 2009. Legislation will be introduced in the NICs Bill to ensure there is no
delay in State Second Pension simplification.
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Review of Tax and National Insurance Contributions (NICs)

Budget 2006 announced that the Government would review the case for
further administrative alignment of the income tax and NICs systems. The
findings of the review are published today. The review examined ways, within
the current policy framework, of improving the administrative alignment of the
two systems, particularly focusing on a proposal, often put forward by
employers, to make NICs operate in a similar way to tax by moving it onto an
annual basis and collecting it cumulatively. Although, on balance, the
Government has concluded that the potential savings for employers are lower
than might have been expected, and the costs and benefits that would result
do not justify making this change, the review has identified a number of
simplification proposals around income tax and national insurance that will
reduce burdens on business.

STRONGER COMMUNITIES AND A BETTER QUALITY OF LIFE

Public services play a crucial role in building flourishing communities and
enabling individuals to lead healthy and fulfilling lives. To respond to the rising
aspirations of the British people and the desire for stronger, safer, more
sustainable communities, the Government is:

Delivering modern and responsive health and social care by:

e increasing spending on the NHS by 4 per cent a year in real terms on
average, taking its budget from £90 billion in 2007-08 to £110 billion by
2010-11, and delivering the vision set out by the Darzi Review for a health
service which is fair, personalised, effective, safe and locally accountable;
and

e funding the delivery of more personalised adult social care that will give
people greater choice and control, and announcing plans to consult on
reform of the adult care and support systems.

Increasing access to decent and affordable homes by:
e delivering the target of 2 million new homes by 2016, by increasing
spending on housing from £8.8 billion in 2007-08 to £10 billion by 2010-11,

reforming the tax and planning systems, and laying the ground for new
planning charges to support essential investment in infrastructure.
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Building strong and cohesive communities by:

strengthening the role of local authorities to reshape local services around
the individuals, families and communities that use them — underpinned by
resource growth of 1 per cent a year in real terms over the CSRO07 period,
which the Government expects will enable the overall council tax increase
to stay well below five per cent in each of the next three years; and

maintaining funding in real terms for the arts, museums and galleries, and
ensuring a lasting cultural and sporting legacy for the nation by
contributing £3.6 billion to the first phase of the construction costs of the
Olympics over the next three years.

Building safe and secure neighbourhoods by:

increasing resources for the Home Office by 1.1 per cent a year in real
terms over the CSRO7 period, with an addition of over £220 million by
2010-11 to enable it to lead the fight against terrorism, alongside wider
steps to roll out neighbourhood policing and deliver a more effective
criminal justice system; and

protecting the UK’s security by increasing spending on counter-terrorism,
intelligence and resilience from £2 % billion in 2007-08 to £3 2 billion in
2010-11, within a new single security and intelligence budget for counter-
terrorism.

Further details on these and other measures are set out below. Details of the
Public Service Agreements supporting stronger communities and a better
quality of life are set out in Press Notice 3. Details of the 2007
Comprehensive Spending Review departmental settlements are set out in
Press Notice 4, including:

The Department of Health, including adult social care

The Department for Communities and Local Government, including
housing

The Department for Culture, Media and Sport, including the Olympics and
Paralympics

The Home Office, the Ministry of Justice and Law Officers’ Departments

Counter-terrorism and security
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Planning Charge

The Government has consulted extensively about the best way to ensure that
local communities receive more of the benefits from planning gain, to invest in
necessary infrastructure and transport. Legislation in the forthcoming Planning
Reform Bill will empower Local Planning Authorities in England to apply new
planning charges to new development alongside negotiated contributions for
site-specific matters. The charges will be used to finance the infrastructure
proposed by the development plan for the area, including regional and sub-
regional infrastructure. The Housing Minister will publish further details in a
statement today. Legislation implementing Planning-gain Supplement, which
was a new levy proposed by Kate Barker's review of Housing Supply in 2004
and the subject of extensive consultation, will therefore not be introduced in
the next Parliamentary session.

A MORE SECURE, FAIR AND ENVIRONMENTALLY SUSTAINABLE
WORLD

The Government is committed to ensuring that the UK plays a leading role in
responding to the global challenges of climate change, meeting the
Millennium Development Goals including tackling poverty, and promoting
peace and stability. The 2007 Pre-Budget Report and Comprehensive
Spending Review set out the next stage in the Government’s strategy to meet
these challenges.

Tackling climate change, including:

e increasing the Department for Environment, Food and Rural Affairs’
budget by an average of 1.4 per cent a year in real terms, from £3,508
million in 2007-08 to £3,960 million in 2010-11. This includes increasing
funding for flood and coastal erosion risk management from £600 million in
2007-08 to £800 million in 2010-11;

e creating an Environmental Transformation Fund of £1.2 billion over
the CSRO07 period, to support the demonstration and deployment of new
energy and efficiency technologies in the UK and to advance poverty
reduction through environmental protection in developing countries;

e publishing the interim report of the King Review on vehicle and fuel
technologies which over the next 25 years could help ‘decarbonise’ road

transport; and

e replacing air passenger duty with a duty payable per plane rather
than per passenger, from 1 November 2009.
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Tackling global poverty through:

e increases to the Department for International Development’s (DfID)
budget by 11 per cent per year in real terms over the CSR07 period,
from £5.4 billion in 2007-08 to £7.9 billion in 2010-11; and

e an overall CSR0O7 settlement that puts the UK on track to spend 0.56
per cent of Gross National Income (GNI) on Official Development
Assistance (ODA) by 2010-11, meeting the EU’s collective commitment,
and on course to reach 0.7 per cent of GNI by 2013;

Securing international peace and stability, through:

e a new Stabilisation Aid Fund jointly managed by DfID, the Foreign
and Commonwealth Office (FCO) and the Ministry of Defence (MoD)
worth over £260 million during the CSRO07 period, for conflict stabilisation
activity in volatile or hostile areas;

e an increase for the MoD budget of 1.5 per cent a year in real terms
over the CSRO7 period, enhancing capability including funding for two
new aircraft carriers, new protected vehicles for the Army, further Air
Transport capability, while providing the resources necessary to sustain
the UK’s nuclear deterrent; and

e a CSRO07 settlement for the FCO, which enhances security across the
overseas diplomatic network, funds a new embassy in Kabul, and provides
an additional £21 million by 2010-11 for a Farsi TV service and for a 24/7
Arabic TV service.

Further details on these and other measures are set out below. Details of the
Public Service Agreements supporting a more secure, fair and
environmentally sustainable world are set out in Press Notice 3. Details of the
2007 Comprehensive Spending Review departmental settlements are set out
in Press Notice 4, including:

The Department for the Environment, Food and Rural Affairs

The Department for International Development

The Ministry of Defence

The Foreign and Commonwealth Office
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King Review

Budget 2007 announced a review, led by Julia King, to examine the vehicle
and fuel technologies which over the next 25 years could help to decarbonise
transport, particularly cars. The Government welcomes the Review’s interim
report, published today. The Review’s final report, including policy
recommendations, will be published in time to inform Budget 2008.

Company car fuel benefit charge

The PBR announces that from April 2008 the fixed figure on which the
company car fuel benefit charge is based will be increased, from £14,400 to
£16,900, to enhance the environmental incentive to drive fewer miles.

Aviation Tax

The Government today announces that it intends to replace Air Passenger
Duty (APD) with a new per plane duty which will take effect from 1% November
2009. The new per plane aviation duty will send an improved signal of
environmental costs and ensure aviation makes a greater contribution to
covering its environmental costs. The Government will work closely with
industry and stakeholders to consult on the detail of this tax and will begin a
consultation shortly. This consultation will consider ways to make aviation
duty better correlated to distance travelled and ways to encourage more
planes to fly at full capacity. In introducing this duty, the Government will also
take into account the impact on freight and transit and transfer passengers,
consistent with its wider economic and social objectives.

Following earlier consultation, with effect from 1 November 2008, the
Government will also correct an anomaly to ensure passengers on business
class only flights are liable for the standard rates of Air Passenger Duty.

Air Passenger Duty rates will be frozen at their current rates for 2008/2009.

Biofuels

In June this year, the Government announced that from 2010 the Renewable
Transport Fuels Obligation, which will be the principle mechanism for
suporting biofuels from April 2008, will reward biofuels according to the
carbon that they save. In addition, from 2011, the RTFO will also only reward
biofuels that meet appropriate sustainability standards, enhancing the
environmental focus of the RTFO. The Government has today laid in
Parliament the draft RTFO Order to prepare for the introduction of the RTFO
in April 2008.
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The RTFO will provide all biofuel producers with a valuable incentive to
produce the cleanest sustainable biofuels. The Government has been
pursuing state aid clearance for an enhanced capital allowance (ECA) for the
cleanest biofuel plant. However it has become clear that in order to make it
compliant it would offer little value to the limited number of businesses who
would be eligible whilst introducing considerable administrative complexity
and uncertainty. As such the Government has decided to focus on ensuring
that the RTFO encourages the production of the cleanest and most
sustainable biofuels, and will therefore not pursue state aid clearance for the
proposed ECA.

Publication of “Moving to a Global Low Carbon Economy: Implementing
the Stern Review”

The Government is today publishing “Moving to a Global Low Carbon
Economy: Implementing the Stern Review” which sets out how the
Government is taking forward the Stern Review and incorporating its findings
within Government policies.

The document also provides a forward look at the Government’s planned
international and domestic actions over the coming months in delivering
lasting emissions reductions to reduce the likelihood of dangerous climate
change.

NOTES FOR EDITORS

The 2008-09 rates and allowances for Income Tax, National Insurance
Contributions, the Working and Child Tax Credits and Child
Benefit/Guardian’s Allowance will be published after the September RPI
becomes available.

Air Passenger Duty Rates

Effective Date EEA Non-EEA
Reduced Standard Reduced Standard
2008-09 £10 £20 £40 £80

Following earlier consultation, with effect from 1 November 2008 the
Government will also correct an anomaly whereby passengers on ‘business
class only’ flights are liable for reduced rates of APD.
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2007 Pre-Budget Report and

Comprehensive Spending Review

PROTECTING TAX REVENUES

The Chancellor announced today a package of measures designed to protect
the tax system from abuse and ensure that individuals and businesses pay
their fair share of tax. Where appropriate draft legislation will be published for
consultation, in order to ensure it is well-targeted and provides clarity and
certainty for taxpayers. These measures support the provision of public
services whilst protecting the UK's competitive business environment.

DETAILS
Income shifting

The Government recognises the contribution that small businesses make to
the economy and that business owners should profit from the success of their
business. However, the Government believes it is unfair for one person to
arrange their affairs so that their income is diverted to a second person,
subject to a lower tax rate, to obtain a tax advantage (income shifting). The
vast majority of individuals cannot shift their income and income shifting runs
counter to the principle of independent taxation.

The Government will be consulting, shortly after the Pre-Budget Report, on
draft legislation to take effect from 2008-09 to address income shifting. The
legislation will work alongside the existing rules on businesses deductions and
settlements, and will seek to remove the tax advantage obtained from income
shifting. It would only apply when the income is in the form of distributions
from a company (dividends) or partnership profits. Income from employment,
interest on savings and any other source will not be affected.

HMRC will draw on the wide range of commercial experience available across
the advisory community in framing practical guidance that minimises burdens,
and makes it as easy as possible for individuals to understand their position.
Relevant factors to consider when establishing whether or not income shifting
has taken place could include the work done by the individuals in the
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business, the investments made and the risks to which they are subject
through the business.

National Insurance Contributions exemption for holiday pay

The exemption from National Insurance Contributions (NICs) of holiday pay
paid via a third party is to be removed for all sectors outside the construction
industry. The exemption was aimed at addressing problems of high mobility
and turnover of the labour force in the construction industry, but working time
regulations now ensure holiday entitlement is preserved in all sectors and
therefore an on-going exemption for construction is no longer appropriate.
However, given the longstanding nature and wide range of benefits typically
provided by schemes, the exemption will be maintained for the construction
industry for 5 years to give it sufficient time to adjust.

Employers outside this sector are increasingly using the exemption solely to
reduce their and their employees’ NICs liability, and therefore secondary
legislation has today been laid before Parliament and which will remove the
exemption for all outside from 30 October 2007.

Details of the measure are set out in PBR note 2
Inheriting tax-relieved pensions savings

Legislation will be introduced in Finance Bill 2008 to ensure that tax-relieved
pension savings diverted into inheritance using scheme pensions and lifetime
annuities are subject to unauthorised payment tax charges. This measure will
have effect for increases in a scheme member’s pension rights attributable to
the death of another member when that member dies on or after 6 April 2008.

Where appropriate, tax-relieved pension savings diverted into inheritance
using scheme pensions and lifetime annuities will also be subject to
inheritance tax (IHT). Draft legislation has been published today on the
HMRC website.

Details of the measure are set out in PBR note 15

Spreading of tax relief for pension contributions

Legislation will be introduced in Finance Bill 2008 to ensure that the rules that
spread tax relief for large employer pension contributions relative to their
contribution in the previous year cannot be circumvented. This measure will

have effect for payments made on or after 10 October 2007 under binding
obligations entered into on or after 9 October 2007
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The measure will ensure that the spreading of contributions cannot be
avoided by routing them through a new company. Draft legislation to achieve
this has been published today on the HMRC website.

Details of the measure are set out in PBR note 13

Disclosure Regime

Budget 2004 introduced a disclosure regime that has enabled the
Government to respond to avoidance more swiftly and in a more targeted
fashion.

In order to better identify and tackle those who make use of marketed
avoidance schemes, the Government will consult on options to improve the
operation of Scheme Reference Numbers.

Following on from action in 2006-07 on stamp duty land tax avoidance, the
Government will consult with interested parties later this year on how to
extend the disclosure regime to high value residential property transactions.

Government will also consult with interested parties later this year on the
practicalities of addressing the use of special purpose vehicles to reduce
stamp duty land tax liability on high value residential property.

Financial Products - disguised interest

Action is being taken, effective from today, to counter attempts by some
companies to get around the shares as debt rules, which apply to interest
income disguised as a capital gain or tax nothing.

Draft Legislation has been published today on the HMRC website and will be
discussed with business, prior to inclusion in Finance Bill 2008.

Details of the measure are set out in PBR note 21

Interest relief exploitation

Action being taken, effective from today, will tackle avoidance schemes
abusing the availability of interest relief through the payment of interest in

advance.

Draft Legislation has been published today on the HMRC website and will be
discussed with business, prior to inclusion in the Finance Bill 2008.

Details of the measure are set out in PBR note 3
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Leasing avoidance

Action is being taken, applying to transactions entered into on or after today,
to prevent two types of arrangement that seek to avoid tax through the leasing
of plant and machinery. The measures will counter avoidance involving the
sale and finance leaseback of plant or machinery and attempts to exploit long
funding leases to create a tax loss where there is little or no commercial loss.

Draft Legislation is published today and will be discussed with business, prior
to inclusion in the Finance Bill 2008.

Draft legislation and draft explanatory notes are contained in a Technical Note
published today on HMRC’s website.

Details of these measures are set out in PBR note 6.

Life Insurance Companies

Legislation will be introduced to prevent life insurance companies benefiting
from tax relief for expenses in respect of reinsured business which have been
met by the reinsurer of that business.

This will apply to transactions entered into on or after today (and from 2008 to
amounts spread forward in respect of earlier transactions).

Draft legislation and draft explanatory notes have been published on the
HMRC website today for consultation, prior to inclusion in Finance Bill 2008.

Details of these measures are set out in PBR note 12.
Tackling Vehicle Excise Duty Evasion

To assist in the fight against VED evasion, the Government has today
strengthened VED enforcement powers to include motorists driving
unlicensed vehicles and parking in areas where enforcement is not currently
permitted.

Therefore in addition to public roads, from 1 September 2008, VED
enforcement will also cover vehicles parked in public places that are not
intrinsically part of a private dwelling, where a Statutory Off Road Notification
has not been made.
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Missing Trader Intra-Community (MTIC) VAT fraud estimates

New fraud estimates released today show that attempted fraud fell by up to
£1.5 billion in 2006-07. This follows the introduction of operational measures
to strengthen the Government’s strategy for tackling MTIC fraud.

The Government is determined to build on this success. HMRC will take

further steps to apply both criminal and civil sanctions to those who are found
to be knowingly involved in fraudulent trading.
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2007 Pre-Budget Report and

Comprehensive Spending Review

PUBLIC SERVICE AGREEMENTS

The Government today announces a reformed performance management
framework which places increased emphasis on a new relationship with public
sector professionals and includes a smaller, streamlined set of 30 new PSAs
articulating the Government’s highest priority outcomes for the CSR0O7 period.

Each PSA is underpinned by a single Delivery Agreement shared across all
contributing departments and developed in consultation with delivery partners
and frontline workers.

Sustainable growth and prosperity

1)

2)

3)

4)

A new PSA to raise the productivity of the UK economy, that commits
to sustaining high rates of economic growth, improving the standard of
living and maintaining the UK’s position as a thriving economy.

A new PSA to improve the skills of the population, on the way to
ensuring a world-class skills base by 2020, which sets stretching
national targets to support working age individuals to acquire the skills
they need to succeed at all levels, from functional numeracy and literacy,
qualifications at further and higher levels and apprenticeships.

A new PSA to ensure controlled, fair migration that protects the
public and contributes to economic growth, which will be delivered by
strengthening UK borders and fast tracking asylum decision, supported
by a commitment to increase removals of those that cause the most
harm to society first and manage migration to reduce the number of
vacancies in areas where there are skills shortages.

A new PSA to promote world-class science and innovation in the UK
which commits to world-class research in UK centres of excellence,
investment to enable Higher Education and Public Sector Establishments
to develop their capacity to engage with business, increased business
investment in R&D and ensuring a strong base of future Scientists,
Engineers and Technologists through the take up of A levels and PhDs.
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3)

6)

7)

A new PSA to Deliver reliable and efficient transport networks that
support economic growth which sets out the strategy for managing
urban traffic routes and the strategic road network and will build on the
progress already made on the rail network by setting a national target to
increase capacity.

A new PSA to deliver the conditions for business success in the UK,
that commits to provide a competition regime and corporate governance
framework ranked amongst the world’s best, a flexible labour market,
open competitive energy markets that deliver supplies at competitive
prices, regulation that is justified and a target to reduce administrative
burdens on business.

A new PSA to improve the economic performance of all English
regions and reduce the gap in economic growth rates between
regions by maintaining macroeconomic stability to help businesses and
individuals plan for the future, implementing reforms to tackle market
failures in the underlying drivers of growth and devolving decision
making to the regional and local levels to ensure that delivery is
responsive to the challenges of each particular area.

Fairness and opportunity for all

8)

9)

10)

11)

A new PSA to maximise employment opportunity for all, which will
drive further progress on raising the overall employment rate, as well as
narrowing the gap between employment rates of disadvantaged groups
(such as disabled people or lone parents) and the overall rate. The PSA
will also drive reductions in the numbers on out-of-work benefits and the
time spent on out-of-work benefits.

A new PSA to halve the number of children in poverty by 2010-11, on
the way to eradicating child poverty by 2020, with a national target to
reduce the number of children in relative low-income households,
supplemented by indicators to track progress on reductions in the
number of children in absolute low-income and the number in relative
low-income and material deprivation.

A new PSA to Raise the educational achievement of all children and
young people, focusing efforts on raising standards at all levels of
learning and development, with stretching national targets from 0-19.

A new PSA to Narrow the gap in educational achievement between

children from low income and disadvantaged backgrounds and
their peers, which for the first time sets national targets focussed on
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12)

13)

14)

15)

16)

17)

individual pupil level progression and will drive improvement for the most
vulnerable, such as young people in care.

A new PSA to Improve the health and wellbeing of children and
young people which commits to reverse long-term trends on childhood
obesity and includes action to improving the experience of parents of
disabled children with the services they receive

A new PSA to improve children and young people’s safety which will
focus on reducing bullying, reducing unintentional and deliberate injuries
to children, and reducing the numbers of preventable deaths.

A new PSA to increase the number of children and young people on
the path to success including national targets to reduce the number of
young people not in education, employment and training and to tackle
teenage pregnancy, alongside a focus on reducing drug and alcohol use
by teenagers and getting more young people engaged in positive
activities.

A new PSA to address the disadvantage that individuals experience
because of their gender, race, disability, age, sexual orientation,
religion or belief, which includes commitments to reduce discrimination
in employment, increase participation in public life by under-represented
groups and narrow the persistent gap between men’s and women’s
wage rates.

A new PSA to increase the proportion of socially excluded adults in
settled accommodation and employment, education or training,
focusing on four groups at high risk of suffering from multiple
disadvantage and negotiating difficult transition points — care leavers,
offenders under probation supervision; adults with secondary mental
health problems; and adults with moderate to severe learning disabilities.

A new PSA to tackle poverty and promote greater independence and
wellbeing in later life, which commits to improvement in areas that
older people themselves have said are important, such as employment
opportunity, levels of health in later life and continuing to ensure
pensioners share in the rising prosperity of the nation.

Stronger communities and a better quality of life

18)

A new PSA to promote better health and wellbeing for all which
includes stretching national targets to narrow the gap in life expectancy
between the poorest areas and the national average and reduce
smoking rates, alongside improving access to psychological therapies.
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19)

20)

21)

22)

23)

24)

25)

A new PSA to ensure better care for all which will see Government
deliver its commitment to ensure no one waits more than 18 weeks from
GP referral to hospital appointment, combined with increased focus on
patient experience, particularly people’s satisfaction with GP services,
and a commitment to reduce rates of hospital associated infections.

A New PSA to increase long term housing supply and affordability,
which will drive improvements to housing affordability by increasing
housing supply - making progress towards meeting the government’s
ambition of at least 240,000 net additional homes per year by 2016. The
PSA also sets a stretching national target to increase the number of
affordable homes provided to 70,000 per annum, and commits to
improve the energy performance and carbon footprint of new homes.

A new PSA to build more cohesive, empowered and active
communities, which aims to create thriving places in there are shared
values and a sense of belonging — people’s perceptions of their local
communities will be key to measuring progress, alongside commitments
to increase participation through volunteering and in a wide variety of
cultural and sporting activities.

A new PSA to deliver a successful Olympic Games and Paralympic
Games with a sustainable legacy and get more children and young
people taking part in high quality PE and sport which will drive
delivery of the Olympic park and venues, bring a focus on maximising
the legacy and sets out a commitment that, in addition to at least 2 hours
per week of high quality PE and Sport in school for all 5-16 year olds, all
children and young people aged 5-19 will be offered opportunities to
participate in a further 3 hours per week of sporting activities.

A new PSA to make communities safer which will focus on reducing
levels of serious violent crimes and acquisitive crimes, alongside
increased focus on public confidence in local crime reduction agencies
and a framework to deliver local priorities on reducing re-offending.

A new PSA to deliver a more effective, transparent and responsive
Criminal Justice System for victims and the public, bringing offences
to justice through simple and efficient processes, with a particular focus
on serious crime (alongside PSA 23). Alongside commitments to
increase public confidence in the fairness of the system and deliver
better standards of service for victims and witnesses.

A new PSA to reduce the harm caused by Alcohol and Drugs which
will drive further improvement in the level of effective treatment for drug
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26)

users, for the first time extending this to focus on alcohol misuse, thereby
reducing the harm to communities as a result of associated crime,
disorder and anti-social behaviour.

A new PSA to reduce the risk to the UK and its interests overseas
from international terrorism stopping attacks, mitigating their impacts
and tackling violent extremism.

A more secure, fair and environmentally sustainable world

27)

28)

29)

30)

A new PSA to lead the global effort to avoid dangerous climate
change, which sets out the UK’s ambitions to secure robust global
commitments for the period after 2012, adopt and promote cost-effective
policies which reduce UK net greenhouse gas emissions, and adapt to
unavoidable climate change.

A new PSA to secure a healthy natural environment for today and
the future, which demonstrates the Government's commitment to
ensuring a healthy natural environment for everyone, monitoring key
components such as water quality, biodiversity and air quality, as well as
recognising the significant role that farmers and land managers play in
protecting and enhancing the natural environment.

A new PSA to reduce poverty in poorer countries through quicker
progress towards the Millennium Development Goals, which sets out
the Government’s commitment to build a global partnership on
development that stretches beyond traditional aid programmes — working
with and through international partners, focusing UK action on where it is
most needed in Africa and South Asia.

A new PSA to reduce the impact of conflict through enhanced UK
and international efforts, which embeds a strategic and comprehensive
approach to reducing conflict and its impact through improved UK and
international efforts to prevent, manage and resolve it. Creating the
conditions required for effective state-building and economic
development and monitoring progress to strengthen international
institutions and build the UK’s capability to plan, co-ordinate and deploy
civilian and military resources.

For further details on these please see:

www.hm-treasury.gov.uk/pbr_csr/pbr_csrO7_index.cfm
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Department for Children, Schools and Families
More resources for children and young people

Building on the early settlement for education announced at Budget 2007, the
CSR announces:

e an additional £250m in total over the CSR period to help ensure
that all children at school are ready to learn and able to benefit from
truly personalised services and support

e an additional £200m of investment to accelerate the primary capital
programme and newly build or entirely refurbish an additional 75
schools by 2010-11. Together with further funding of £550m
available within the existing DCSF settlement, this will allow at least
one extra school to be built in every authority by 2010-11

These resources, together with the settlement for the Department for
Innovation, Universities and Skills, see education spending in England rising
on average by 2.8 per cent a year in real terms over the CSR07 period. UK
education spending as a proportion of GDP is projected to increase from 4.7
per cent in 1996-97 to 5.6 per cent by 2010-11.

Overall, the settlement will provide for:

e 3,500 Sure Start Centres, one in every community by 2010;

e an extension of the weekly entitlement for 3 to 4 year olds to free
early years education from 127 to 15 hours by 2010-11; and

e an additional £400 million a year by 2010-11 to enable a step-
change in teacher-led one-to-one support for pupils that are falling
behind in English and Maths.

The Secretary of State for Children, Schools and Families, Ed
Balls, said:

“This is a very good settlement for children, schools and families. It continues
the record levels of investment of the last decade and provides the resources
to ensure we continue to deliver the very best for all of our young people.”
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NOTES FOR EDITORS

1. This additional investment will be accompanied by ambitious value for
money reforms realising annual net cash-releasing savings of £4.5 billion by
2010/11.

2. The DCSF settlement will also deliver:

Table

£217 million a year by 2010-11 to support access to two hours of free
extended activities for pupils in care or eligible for Free School Meals
(FSM), with two weeks of free part-time provision during the holidays;

money from dormant bank accounts, along with £60 million of
Government investment in total over the CSRO07 period, will be used to
improve youth facilities, with a new or improved place for young
people to go in every constituency by 2018;

expansion in the provision of positive activities for young people,
particularly those who are at risk of poor outcomes; and

funding to make further progress towards ensuring all young people
can learn in ways that motivate and engage them, including from
2008, introducing new lines of diplomas.

Children, Schools and Famiilies baseline and additions

£ million

Baseline Additions
2007-08 2008-09 2009-10 2010-11

Pesource DEL 44 50| 2410 4,718 F 403
aof which nearcash 44 512 2424 4741 TA414
aof which admimiztration 195 -5 -1 -4
Capital DEL 5,642 363 728 1,983
Total DEL' 50,135 2,775 5,449 9,389
£ billion
Estimate Projections

2007-08 2002-09 2009-10 2000-11

Total education (Englandj2 63,9 a7 .0 FO4 Fa.0

! Fal resowrce budgeting bemis, wet of depredation.
* fota education (Lagland) comspriser spesdeg on edacation by DCAN DILD aed loca! quthorities, and is mearured consintestly with joterpations

defimitions from the UM dasifications of the fascions of goverament (COF0G). Actaa outcomes are salject to spesdiog dedsions by local

audborities.

LUK education' spending

£ billion

Estimate Projections
2007-08 2008-09 2009-10 2010-11

Total LK education FrT 51.8 Se.l S2.0
UK. education as a proportion of SDP 5.9% 5.6% 5.6%% 5.6%

! LK education and irdgning meaared consistently with interaational definitions from the UM clasifications of the farctions of goveramenst
(EOF0GE). Actaal oatcomes are salject to sperdng dednions by focal authoritiesr avd devolved gdministrations. These fiures reflect B Treaary's

lmest indcgtive asampdons o the expeadiare of ool quzhorides aod devohved gdniaisir ations.
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Department of Health

Achieving fair and responsive health and social care services

The 2007 Comprehensive Spending Review continues a decade of
unprecedented investment with a three-year settlement for the Department of
Health, increasing the NHS budget by 4 per cent per year in real terms, taking
total NHS funding from £35 billion in 1997-98 to £110 billion in 2010-11.

This settlement provides the funding to deliver the measures set out in Lord
Darzi's Our NHS, Our Future interim report which was published on 4"
October. The settlement sets out measures to deliver the Government’s vision
of an NHS that is:

Fair — with a new comprehensive strategy to reduce health
inequalities in life expectancy and infant mortality and additional
resources to tackle child obesity;

Personalised — with a maximum of 18 weeks from referral to
treatment by next year, new services for people with long term
conditions and new measures to increase GP access, including
additional resources for over 100 new GP practices in areas with
low provision and 150 new health centres open 7 days a week;

Effective — with up to £100m for a new Health Innovation
Council to drive a more innovative NHS, expansion of the single
fund for health research to £1.7bn, £75 million over the CSR period
to deliver further reductions in cancer waiting times and a named
midwife for all pregnant women;

Safe — with £130m for the introduction of MRSA screening for all
patients increased powers for matrons, tougher regulation on
infection control and a further £140m by 2010-11 to reduce c.
difficile infections; and

Locally accountable — Lord Darzi is leading engagement with
over 1500 clinicians, as part of empowering staff locally to lead



change, with fewer national targets and greater local freedom to set
priorities in key areas such as long-term care.

This settlement also announces an increase in spending on adult social care.
Overall local authority funding — from which adult social care is funded — is to
increase by £2.6 billion by 2010-11. In addition, direct funding from the
Department of Health for social care for older people and support services for
carers will increase by £190m to £1.5 billion by 2010. This will support
delivering the vision set out in ‘Our Health, Our Care, Our Say’ through:

e personalised budgets giving people who use services choice and
control over their support;

e provision of advocacy and information services for people who use
services in every local authority;

e increased focus on preventative services to support people to live
independently; and

e support for 3,000 people with learning disabilities to leave NHS
accommodation and be supported to live independently

In addition, today the Government is announcing its intention to produce a
Green Paper on reform to the system of adult care and support, in order to
ensure that an affordable system is in place for the 21st century. These
reforms will ensure that state resources are targeted effectively, and that
enable people to have choice and control over the ways they live their lives.

The Secretary of State for Health, Alan Johnson, said:

“This is a good settlement for health and social care. Over the last decade we
have invested to increase the capacity of the NHS so that the service is able
to treat more people more quickly. This settlement locks in that record
investment and provides for additional real terms growth. Today’s extra
investment, combined with increased efficiency, means we can now focus
unremittingly on improving quality, safety and access for all within a locally
accountable and clinically led NHS. The increase in funding for social care,
combined with a new Green Paper on the care system, recognises the
changing nature of our society and the increasing numbers of carers old and
young. With this investment and reform we will put dignity and control in the
hands of those who use the care system.

NOTES FOR EDITORS

1. Additionally, the Government announced today two unprecedented
developments in health research:



2.

Table

o the largest ever increase in Government funding for health
research (to £1.7bn); and ring-fenced funding for the National
Institute for Health Research through the Department of Health (of
£1bn by 2010-11)

This demonstrates this Government’s commitment to health research
and our recognition of its central importance to our country. Together
these new commitments will ensure that our excellent basic science is
sustained and is translated into increased benefits and opportunities for
all patients



MNHS3 England baseline and additions

£ millien
Baseline Additions
2007-08 2008-09 2009-10 2010-11
Resource DEL 86,848 5,793 1,651 |7,985
of which nedrcask 83,7% 53,680 |'1,266 17,354
Capital DEL 4,177 412 1,175 1,909
Total DEL' 90,352 6,078 12,545 19,454
" Fall resowrce hudgeting beis, pet of deprediation
Adult social care baseline and additions
£ millien
Baseline Additions
2007-08 2008-09 2009-10 2010-11
Resource DEL 1,205 32 fata] 190
of which nearcask 1,191 32 o8 190
Capital DEL 121 8] 0 0
Total DEL' 1,314 32 88 190
" Fall resowrce hudgeting beis, pet of deprediation
Food 5tandards Agency baseline and additions
£ millien
Baseline Additions
2007-08 2008-09 2009%-10 2010-11
Peesource DEL |44 -4 7 -0
of which mearcask |41 -3 -7 -l
Capital DEL | 8] 0 0
Total DEL' 143 -3 -7 -10

! Fall resoarce budgeting besis, ret of depreciaion

Department of Health' and Food Standards Agency baseline and additions

£ million
Baseline Additions
2007-08 2008-09 2009-10 2010-11
Resource DEL 88,198 5,822 1,732 18,165
of which mearcask 253,129 3,709 1,347 |7,534
of which adaviniztration 277 -7 -13 =20
Capital DEL 42949 412 1,173 1,209
Total DEL? 91,809 6,107 12,624 19,634
Estimate Projections
2007-08 2008-09 2009%-10 2010-11
Total UK. public sector health sper‘u:lir'ug3 (£ billion) 1048 111 118.6 126.7

! Department of Heath comprises MHS England aod adal sodal cae

2 Full resoarce budgeting basis, ret of deprecition

3 Uik publc rector health spending rearwred consistently with internationa’ definigions from the UM clasifications of the functions of goverament
[COFOG). Actaal outcormer are sulfect to speadag dedsions by devoled adninistrauons.,

For further details of DoH's settlement and Departmental Strategic Objectives for the CSR07
period, please see The 2007 Pre-Budget Report and Comprehensive Spending Review: Meeting the
aspirations of the British people www.hm-treasury.gov.uk/pbr_csr/pbr_csr07_index.cfm

The Government today announced 30 cross-departmental Public Service Agreements, setting out the
top priorities for the CSRO7 period. For further details on these please see:
www.hm-treasury.gov.uk/pbr_csr/pbr_csr07_index.cfm

Media Enquiries to DoH Press office on 020 7210 3000



The Department for Transport

Funding for Crossrail announced

The 2007 Comprehensive Spending Review underlines the Government's
continued commitment to reliable and efficient transport networks by
confirming the 2% per cent annual real increase in the Department’s
programme budget set out in the Long Term Funding Guideline for transport
announced in the 2004 Spending Review.

The 24 per cent real growth Long Term Funding Guideline will be extended to
2018-19 allowing the Department to continue to plan on a 10 year horizon,
meaning that in the 20 years from 1997-98 UK transport spending will have
more than doubled in real terms.

These increases allow the Department to contribute over £5 billion to
Crossrail, the Government’s share of the overall cost of up to £16 billion.
Subject to Royal Assent of the Crossrail Bill, construction will be taken forward
as a single programme, with first services planned to come into operation
during 2017. Services to all stations on the route are expected to build up
incrementally over twelve months.

The Department has committed over £15 billion to the railways to enhance
capacity and improve safety and reliability on trains between 2009 and 2014.
This includes a programme to modernise the Thameslink line, the addition of
1,300 carriages to increase capacity on key routes, an extensive programme
of station improvements and £200 million of investment in a strategic rail
freight network.

The Review will also allow for the creation of an enhanced national
concessionary travel scheme so that residents of England aged 60 and over
and eligible disabled people will be entitled to free off-peak local bus travel
anywhere in England from 1 April 2008.

The Secretary of State for Transport, Ruth Kelly, said,

“This settlement confirms that investment in public transport will continue to
grow in real terms bringing sustained improvements for the travelling public.
The historic commitment to deliver Crossrail will support Britain’s economic
growth and relieve the pressure on the tube by carrying around 200 million
passengers a year. The extension of concessionary fares, the focus on local
and regional transport as well as the increased capacity on the rail network
will bring tangible improvements to passengers’ journeys."
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1.

NOTES FOR EDITORS

DfT’s programme budget will grow by 2%4 per cent per year on average in
real terms over the CSR period. Average annual real growth for the
Department as a whole will be 2.1 per cent due to savings in DfT’s
administration budget, which will fall by 5 per cent a year in real terms.

. The additional funding provided by the 2007 CSR settlement will be

accompanied by value for money reforms realising annual net cash-
releasing savings of £1.8 billion by 2010-11.

Crossrail’'s expected cost of up to £16bn will be met by Government,
businesses and farepayers, each contributing around one third:

Government will contribute by means of a grant from the
Department for Transport of over £5 billion during Crossrail’s
construction;

Crossrail farepayers will ultimately contribute around another third of
the cost, with projected operating surpluses used to service debt
raised during construction by Transport for London, and by Network
Rail in respect of the works on the national rail network;

London businesses will contribute broadly another third through a
variety of mechanisms:

direct contributions have been agreed with some of the project’s
key beneficiaries along the route. Canary Wharf Group has
agreed to make a significant contribution to the Project, and will
in addition be responsible for delivering the Isle of Dogs station
on advantageous terms. The City of London Corporation will
make a significant contribution from their own funds, and will
assist in delivering additional voluntary contributions from the
largest London businesses. The Government will offer the
Corporation its support, where necessary, to deliver these
additional contributions. BAA have also agreed in principle to
make a financial contribution

the Government is separately publishing a White Paper setting
out its proposal to introduce a power for local authorities to raise
supplementary business rates to fund economic development.
Following discussions with Government, the Mayor has indicated
that, subject to appropriate consultation, he envisages using
these powers to levy a supplement of 2 pence per pound of
Rateable Value across London from April 2010, with relief for
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businesses with a Rateable Value below £50,000, which will be
used to service £3.5bn debt raised by the Mayor during

construction.

the Mayor has further indicated that he envisages securing
contributions from property developers, particularly those who
develop in the vicinity of Crossrail stations, and that subject to
any appropriate obligations such as Examination in Public, he
expects to bring forward London Plan alterations to this effect.

4. The 2007 CSR settlement also provides for:

o significant investment in roads, supporting Sir Rod Eddington’s
three recommended strategic economic priorities for transport
policy of congested and growing city catchments, key inter-urban

corridors and key international gateways; and

o support for local road pricing schemes to tackle congestion,
combined with public transport investment, subject to appropriate
proposals coming forward. Greater Manchester has already
submitted a proposal and other areas considering them include the
West Midlands, Tyne & Wear, Cambridgeshire, Shropshire,

Durham, East Midlands, Reading, Norfolk and Bristol.

Table

Department for Transport baseline and additions

£ million
Baszeline Additions
2007-08 2008-09 2009-10 2010-11
Resource DEL 6,274 |69 219 399
of which rearcash 53,673 479 472 a0
of which adrimistration 290 = -15 21
Capital DEL B, 660 633 954 | 452
Total DEL' 12,556 842 1,219 1,909
£ billion
Estimate Projections
2007-08 2008-09 2009-10 2010-11
Total Uk 1:r'ar15|:u3r't1 200 219 225 237

" Fall resource budgeting basis, met of depreciation

v transport medwed consistenthy with interaqional definitions from the UM clasifications of the farcions of goversment (COFOG). Actoa
ocomes @e sulject o speading dedsions b fboa quthoities ged devoled adminisyrations. These fimwes reflect HM Trequns fatest indicative

arumplions o the expeadiure of bea quihorities and devobed administr @ions.
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Department for Innovation, Universities and Skills

Increased funding for science, research, innovation, skills and higher
education

To ensure the UK has the skills, science and innovation base it needs to
prosper in the increasingly competitive global economy, the 2007 CSR
announces 2.2% annual average real growth for the Department for
Innovation, Universities and Skills, taking its total budget from £18.0 billion in
2007-08 to £20.8 billion by 2010-11.

Over the CSRO07 period spending on the public science base will rise by an
annual average rate of 2.5 per cent in real terms to £6.3 billion by 2010-11.
This meets the Government’s 2004 commitment to increase investment in the
public science base in line with GDP growth. It will deliver increased
investment in basic research, creating new ideas and new economic
opportunities. As part of this settlement the Medical Research Council will
contribute £682 million to the £1.7 billion single health research fund that will
be managed by the Office of Strategic Health Coordination, fully funding the
recommendations of the Cooksey Review.

The 2007 CSR enables total public funding of over £1 billion for business
innovation led by the Technology Strategy Board over the CSR period
including co-funding of at least £120 million committed by the Research
Councils, and co-funding of £180 million committed by the Regional
Development Agencies.

To deliver the workforce we need, and to ensure that every individual has the
opportunity to succeed, the 2007 CSR confirms that DIUS will increase
spending on Higher Education and adult skills by an average of 2.0 per cent a
year in real terms, rising from £14.2 billion in 2007-08 to £16.4 billion" in 2010-
11. This will include funding for Higher Education to enable:

. greater and wider participation in higher education as funded student
numbers rise to around 1.2 million by 2010-11 — 50,000 more than now;
and

o two thirds of students to qualify for non-repayable grants with over
250,000 students benefiting by 2010-11.

The 2007 CSR enables the Government to make real progress against the
Leitch ambitions for world-class skills, including:

J a significant rise in the number of adults gaining qualifications at all
levels between 2008 and 2011; and

I This includes DIUS funding for research and knowledge transfer in English Universities
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o expansion of the employer-led Train to Gain programme, taking
expected investment to more than £900 million a year by 2010-11.

The Department for Innovation, Universities and Skills (DIUS) was created by
the Prime Minister in June 2007 to drive forward delivery of the Government's
long-term vision to make Britain one of the best places in the world for
science, research and innovation, and to deliver the ambition of a world-class
skills base.

John Denham, the Secretary of State for the Department for Innovation,
Universities and Skills said

“ DIUS exists to enable adults to develop their skills and knowledge to the full
extent of their ability; to deliver world class research and scholarship; and to
ensure we make the full use of that research in making Britain the best place
in the world to build an innovative business. This settlement enables us to
make real progress in each of these areas. In doing so we will build a strong
economy and a cohesive society that can meet the global challenges of the
21st century."

NOTES FOR EDITORS

1. The creation of DIUS was announced by the Prime Minister in June 2007,
bringing together science and innovation from the former Department of
Trade and Industry and Higher Education and Skills from the former
Department for Education and Skills.

2. The Technology Strategy Board became an executive Non-Departmental
Public Body of DIUS on 1 July 2007 in line with recommendations arising
from the Sainsbury Review.

3. The additional funding provided by this CSR settlement will be

accompanied by value for money reforms realising annual net cash-
releasing savings of at least £1,543 million by 2010-11.
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Table

Innovation, Universities and Skills baseline and additions

£ million
Baszeline Additions
2007-08 2008-09 2009-10 2010-11
Pesource DEL | 6,039 549 [&10 2,654
of which rearcash | 4,471 345 [, 135 2087
of which adrimistration 72 -2 -3 -5
Capital DEL 2057 67 |43 203
Total DEL' 17,986 747 1,706 2,792
£ million
Estimate Projections
2007-08 2008-09 2009-10 2010-11
Total LK. science 5|:u=_~r1|:|ir1gI 5,397 5,603 5,903 6,2a87
of which:
DU sdence budget 3,282 2525 3 746 397l
DU funding for research and kowdedge tramsfer in Cnglsf
Universities L655 LTlo LT7s L9za
LIk, science spending as a proportion of GOP (per cent) 0,338 0,38 0,38 0,39

" Fullresource badgeting basis, set of deprediation

* Actaa! outterns ae subject to speading dedsions by the devoved adminisirations. Cxclader pos-carh items,
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Department for Communities and Local Government (CLG)

Increased funding for housing, building strong communities, and
helping to tackle extremism

The Chancellor has announced today that the Communities and Local
Government budget will rise by 2.9 per cent a year in real terms over the
CSRO07 period. This will take the Department’s total budget from £10.3 billion
in 2007-08 to £12.1billion in 2010-11.

The Government announced its intention to deliver 3 million new homes by
2020 - with the number of new homes being built rising to at least 240,000 per
annum by 2016. Towards this ambition, this settlement delivers:

e £6.5 billion investment over 3 years in new social housing to deliver
45,000 new social homes per year by 2010-11, a 50% increase
compared with 2007-08, with a goal of reaching 50,000 per year
during the next spending review period;

e £1.7 billion over 3 years targeted funding for infrastructure in growth
areas, the Thames Gateway, new growth points and eco towns,
including a £300 million Community Infrastructure Fund; and

e £500 million over 3 years for the new Housing and Planning
Delivery Grant, to incentivise local authorities to increase housing
supply and help bring forward local development frameworks.

This settlement also delivers:

e £2 billion over 3 years for neighbourhood and local renewal
programmes, with a new strategic approach strengthening the
emphasis on economic development and promoting mixed
communities

e £50 million over 3 years to promote greater community cohesion
and integration in local communities

The Secretary of State for Communities and Local Government, Hazel
Blears said:

“In the past ten years many of this country's most deprived areas have been
transformed. Government investment has renewed public services, brought
over a million social homes up to a decent standard, helped to create jobs and
bring a new sense of pride and purpose to every area. The spending
settlement announced today will help us go further still: delivering places
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where people want to live and work, supporting strong communities that bring
people together, and helping to tackle extremism.”

Housing minister Yvette Cooper said:

"This Government is putting unprecedented levels of investment into the new
homes that Britain desperately needs. Unless we build more new homes, too
many young families and first-time buyers will struggle to get a foot onto the
housing ladder. Government cannot achieve all this alone. Building 3 million
new homes by 2020 must be a shared endeavour with industry, communities
and local councils. This investment shows that Government is serious about
meeting its commitments, and | believe that together we can build
communities to be proud of for years to come."

NOTES FOR EDITORS

1. The additional funding provided by this CSR settlement will be
accompanied by value for money reforms realising annual net cash-releasing
savings of over £880 million by 2010-11.

Table

CLG Communities baseline and additions

£ millian

Easeline Additions
2007-08 2100g-09 2009-10 2010-11
Fesource DEL 4,224 127 293 436
of which nearcash 4,09 102 224 353
af which adnvimistration 287 -6 -13 =20
Capital DEL 6,105 870 1,232 I 419
Total DEL' 10,281 995 1,523 1,840

£ billion

Estimate Projections
2007-08 2008-09 2009-10 2010-11
Housing Lk 120 12.5 13.1 13.7
of which housing imwestrrent a8l ar al )
Housing England =28 EN R 100
of wihich housing imvestrrent LN G 6.7 ra

! Full resowrce badgeting besis, met of depredaion

* U apd Erglaed Hoasiag ard Commuanity Ameaitier mearared copmistently with internqtional definitions from the Uh clasification of the

fanctions of goveramest (COF0G). Actaa oattares are subject to spesding dedsions by local quthosities.
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Empowering local government and communities

The Comprehensive Spending Review provides new resources and flexibility
for local government to deliver increased local prosperity and personalised
public services, responsive to the needs of those who use them. Over the last
ten years, Government grants to local government have increased by 39% in
real terms. The CSR grows resource DEL for local government at 1 per cent
per year in real terms over the next three years. This enables local
government to deliver an overall council tax increase of well below 5%.

In addition, new resources of £150 million will support local government to
deliver an ambitious value for money and service transformation reform
programme over the Comprehensive Spending Review - realising net cash-
releasing savings of £4.9 billion by 2010-11.

To provide additional flexibility to respond to local priorities, more than £5
billion of grants will be mainstreamed over the CSR, removing ringfencing and
other controls. Alongside a real reduction in central targets and proposals to
introduce powers for local authorities to raise business rates supplements to
improve local economic growth, the Government significantly advances its
agenda of devolution to the local level.

The Secretary of State for Communities and Local Government, Hazel
Blears said:

“This is a positive settlement for local authorities with major new freedoms
that put local communities in the driving seat.

We are delivering on our devolution promises — slashing red tape, increasing
financial flexibility — to support councils in delivering personalised, responsive
public services and rising local prosperity. This settlement means there is no
excuse for excessive council tax increases.

Councils have a proven track record on improving services and achieving
efficiency gains and this package, with radical new financial flexibilities, will
help them to continue this success. We know local authorities face challenges
— as does central Government — but devolution is about taking responsibility
for these. They must now rise to the challenge and show leadership alongside
delivering value for money.”
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NOTES FOR EDITORS

. Revenue Support Grant and National Non Domestic Rates will total
£24,081m in 2008/09, £24,920m in 2009/10 and £25,763m in 2010/11.
This includes £677m in 2008/09, £853m in 2009/10 and £1,069m in
2010/11 to support PFI projects.

. The settlement also provides an additional £212m/£217m/£223m for
the national bus concession scheme through a specific grant from
Department for Transport.

. Government publishes a National Performance Indicator set for local
government later this week, consisting of a single set of 198 indicators
for all local authority outcomes delivered alone or in partnership. There
will be no mandatory targets for Local Authorities.

. A reduction in ring-fenced and specific grants such that £5 billion of
grants from government departments will be mainstreamed through
either Revenue Support Grant or Area Based Grant by 2010-11
ensuring that local authorities can direct more resources to local
priorities. The list of these grants will be published shortly by CLG.

. An additional £150 million will be provided to support the achievement
of the Efficiency Delivery Plan. The plan is published by CLG today. It
sets out the details of the savings that local government can make and
the support that Government will provide the sector to do so. It is
based on considerable joint work between Government and the local
government sector over the last year.

. The Government has today published an issues paper on the Local
Authority Business Growth Incentives scheme, setting out its
commitment to creating a permanent incentive for councils that
encourages sustainable economic growth, fully integrated with the local
government finance system. The new incentive will be phased in from
2009/10, with funding of £50m doubling to £100m in 2010/11.

. The Government today publishes a White Paper on business rate
supplements, setting out the Government’s plans to introduce a power
for local authorities to raise and retain local business rate supplements.
This power will be subject to four levels of protection for business, with
detailed statutory consultation, a maximum limit of 2p, an exemption for
properties with a rateable value less than £50,000 and a requirement to
ballot where the supplement supports more than a third of the cost of
the project.

. CSR announces a process of engagement with the public leading to
the development of a Green Paper to explore options for reforming the
adult care and support system.
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Table

CLG Local Government baseline and additions

£ million

Baszeline Additions

2007-08 2008-09 2009-10 2010-11
Pesource DEL 23714 926 | 283 2,695
of which LG programmes 394 a9 632 46
of which Net ACF' 23,120 24081 24,920 25783
of which LABG!E 0 8] o [0
Capital DEL 143 49 =29 -5l
Total DEL? 13,857 937 1,859 2,644

" Met Agregate Cxteraal Faance combrirer Revenue Support Grant (RSG) and Matioaa! Mos-Domestic Rates (MMDE). This jocludes £677 m a
200509, £853 i 200910 aed £1,106F 0 ja 20101 o support PR projecis.

* Local Aathority Business Groweh laceative scheme.

¥ Fulresoarce budgeting basis, et of depredation
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Home Office, Ministry of Justice and Law Officers’
departments

The Government is publishing today departmental budgets and priorities for
the next three financial years — 2008-09, 2009-10 and 2010-11.

The Government has increased spending on public order and safety by over
50 per cent in real terms over the last decade. The Home Office, Ministry of
Justice and Law Officers’ Departments all received early CSR settlements
locking in the significant funding increases of the last decade and giving them
early certainty to plan their long term strategies.

The Home Office’s budget, settled in Budget 2006, will be maintained in real
terms over the Comprehensive Spending Review period. The announcement
today adds, over £220 million additional resources per year by 2010-11 for
counter terrorism and security — taking real growth in the department’s total
budget to over 1% per year over the CSR07 period

The Ministry of Justice settlement provides over £9.7billion per annum by
2010-11 which provides the resources to drive forward the Government's
ambitious programme to deliver 9,500 new prison places, with firm plans in
place to deliver 8,500 by 2012. £100m of modernisation funding will help
deliver a modernised courts service and a sustainable legal aid system.

The Law Officers’ Departments settlement reflects ambitious value for
money reforms. After new investment to implement the recommendations
from the Fraud Review, it provides an overall budget that reduces by 3.2 per
cent per year in real terms over the CSR07 period. This settlement provides
the resources to maintain the Departments' contributions to key cross -
Criminal Justice System programmes including the new Victim Focus,
improve the efficiency and effectiveness of the criminal justice system,
recover criminal assets and provide high quality legal advice.

These settlements, along with efficiency and effectiveness improvements,
provide resources for:

e the Home Office to lead more effectively the cross Government effort to
reduce the risk of international terrorism in the UK;

e delivering the new crime strategy with a stronger focus on serious
violence and more freedom and flexibility for local partners and the
frontline;

e investment of over £11million per year by 2010-11 to establish a new

National Fraud Strategic Authority, Lead Police Force and National
Fraud Reporting Centre to strengthen our efforts in tackling fraud;

PNO4



a robust approach to serious and violent offenders with 9,500 new
prison places, of which 8,500 will be in place by 2012;

e delivering the new alcohol strategy focusing on the groups which cause
the most harm and a new drugs strategy to be published in April 2008
to improve prevention and treatment;

e investment in neighbourhood policing to ensure it is embedded across
the country, enabling forces to better respond to local concerns,
increase intelligence and build up trust; and

e managed migration, harnessing its benefits whilst further securing our
borders with increased investment in a new e-Borders system to count
people in and out of the country and implementation of a new points-
based migration system that will ensure Britain gets the skilled
migrants it needs for economic growth.

The Home Secretary said:

"I am pleased with the Home Office settlement, especially the additional
resources granted to enhance security and strengthen the fight against
terrorism. The public expect more from public services in tackling crime,
alcohol and drug abuse, security, antisocial behaviour and managing
migration. With this funding and our ambitious value for money programme
we will be able to invest in improving performance, rolling out neighbourhood
policing and delivering our major projects, including E-borders and identity
cards."

The Attorney General said:

“This settlement demonstrates the priority the Government gives to tackling
fraud, an issue that has had too low a priority in the past. | look forward to
leading the work in establishing the National Fraud Strategic Authority and
ensuring effective and holistic partnership working across the public and
private sectors. Overall, the Law Officers’ Departments’ strategy will be to
maximise value by co-operating with Criminal Justice System colleagues to
streamline the criminal justice process; to improve the way we offer services
that communities, victims and witnesses need from prosecutors; and to
improve the quality of legal advice we provide. | am confident of the
dedication of my Departments to meet the challenge.”
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NOTES FOR EDITORS

On 9 May 2007, the Ministry of Justice was created, which consists of the
former Department for Constitutional Affairs together with the National
Offender Management Service and Office for Criminal Justice Reform,
which moved from the Home Office. This brought together many of the
organisations, agencies and stakeholders who have to work together to
deliver a successful justice system, within one ministry.

The National Fraud Strategic Authority will be developed by the Attorney
General’s Office. The City of London police will lead on delivering the
National Fraud Reporting Centre. The Fraud Review, published in 2006, is
available at
http://www.attorneygeneral.gov.uk/sub_publications_2005_ Government_F
raud_Review.htm. For more information see www.atttorneygeneral.gov.uk

3. The Home Office crime strategy can be found at
http://www.homeoffice.gov.uk/documents/crime-strategy-07/
4. The Victim Focus initiative provides families of homicide victims with

greater level of support from prosecutors

Table

Home Office baseline and additions

£ millian

Baseline Additions
2007-08 2008-09 2009-10 2010-11
Fesource DEL 8,577 468 Tle 1Ol
of which nearcash 8,351 492 745 | 045
of which admimatration 440 -1 21 -3l
Capital DEL 203 S0 21 S0
Total DEL' 9,214 546 718 1,101
! Fall reTowce badgeiiag bagis, et of depredation
Ministry of Justice baseline and additions
£ million
Baseline Additions
2007-08 2008-09 200%9-10 20l10-11
Feesource DEL N e | &2 211 270
of which wearcgah 8,539 114 141 175
of which admimatration 459 -1 =21 -33
Capital DEL [=E=tE] 4 a2 =1
Total DEL' 9,465 140 256 159
f Falresoarce badgedag bagis, met of deprediation
Law Officers' Departments baseline and additions
£ million
Baseline Additions
2007-08 2008-09 2009-10 2010-11
Fesource DEL 728 -3 -3 -14
of which nearcaah TI7 -3 -9 -14
aof which qadmimiatration T2 2 Q o
Capital DEL 13 o] u] o]
Total DEL' 732 -2 -9 -15

! Ful resaurce badgedag bagis, met of deprediation
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The Ministry of Defence

Increasing funding to defend the United Kingdom and its interests and
strengthen international peace and stability.

Over the last decade the Government has delivered the longest period of
sustained real growth in defence spending since the 1980s. The 2007
Comprehensive Spending Review builds on this investment and grows
planned defence expenditure by a further 1.5% a year over the CSR07 period,
rising to a total budget of £36.9 billion by 2010-11- demonstrating the
Government’s strong commitment to defence at a time of acute operational
intensity. The settlement allows the MOD to:

e proceed with two new aircraft carriers, which will be the largest ships ever
sailed by the Royal Navy and a key part of modern expeditionary
capability;

e make provision for the maintenance of the nuclear deterrent. As set out at
the time of the Trident White Paper, provision for this will not be at the
expense of the conventional capability our Armed Forces need. Investment
in conventional capability will continue to grow over this period, as it has
done since 2000; and

e provide for continued investment in accommodation for Service personnel,
investing £550million over the CSRO7 period, drawing on receipts from the
anticipated sale of Chelsea barracks.

The Secretary of State for Defence, Des Browne, said:

“The settlement continues the longest period of sustained real growth in
planned defence spending since the 1980s; that is evidence of the
Government’s commitment to defence and to the men and women who serve
with the utmost bravery in our armed forces.”

NOTES FOR EDITORS

1. As was announced in both Houses on 25 July 2007, the MoD 2007 CSR
settlement consists of a total departmental expenditure limit for defence of
£34.1 billion in 2008-09, £35.4 billion in 2009-10 and £36.9 billion in 2010-
11.

2. The Department will also make net cash-releasing savings totalling at least
£2.7bn by 2010-11. This will enable the MoD to deliver success in current
military operations; force elements, manned, equipped and trained for
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future deployments; and future procurement and support of military
equipment and non-equipment capability, through-life.

3. Alongside the two new aircraft carriers, this settlement also allows MOD to
proceed with new protected vehicles for the Army, and additional Air
Transport capability for the Royal Air Force.

4. MoD has disposed of over £1.5 billion of surplus assets since the 2002
Spending Review, and by the end of the CSR period this figure will have
risen to £3 billion

5. The net additional cost of military operations will continue to be funded
from the Reserves.

Table

Ministry of Defence baseline and additions

£ million

Easzeline Additions

2007-08 2008-09 2009-10 2010-11
Pesource DEL 32,618 924 2,547 4024
of which rearcash 22007 225 | 727 2,450
of which adminiztration 2317 -56 -1 -85
Capital DEL 7404 467 783 | 4a7
Total DEL' 32,579 1,478 2,786 4,311

" Fallresoarce budgeting bamis, net of depreciation
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2007 Pre-Budget Report and

Comprehensive Spending Review

Security and Intelligence
Increased funds to respond to the terrorist threat

The terrorist threat to the UK and UK interests abroad is severe and
sustained. By the end of 2007-08, dedicated spending on counter-terrorism
and intelligence will be £2 ¥ billion a year. This investment will continue in the
CSRO07 period with dedicated spending on counter-terrorism and intelligence
rising to £3%2 billion a year by 2010/11 - more than triple the pre 9/11 levels.
Building on the sustained increase in the Government's security and
intelligence capacity since 9/11, today’s CSR announces:

e the budget for the security and intelligence agencies will continue its
historic real terms growth since 2001, with real growth over this period of
9.6 per cent a year

e over £220m additional resources per year by 2010-11 for the Home
Office’s counter terrorism and security budget — taking real growth in the
department’s total budget to over 1 % per year over the CSR07 period

e over £100 million over the three years of the CSR07 period to stop people
in the UK being drawn into violent extremism

e £61 million a year by 2010-11 for the Foreign and Commonwealth Office,
British Council and the BBC World Service to breakdown cultural barriers
and misunderstandings, working with present and future opinion makers
and communities at home and abroad

The Government is also announcing:

e a new Single Security and Intelligence Budget which brings together all
dedicated counter-terrorism and intelligence funding for the Security and
Intelligence Agencies, the police and all parts of government responsible
for addressing threat from terrorism. The Ministerial Committee on
National Security International Relations and Development, chaired by the
Prime Minister, will review the spending plans for this budget on an annual
basis; and



e A new counter-terrorism PSA — to reduce the risk to the UK and its
interests overseas from international terrorism.

Home Secretary Jacqui Smith said

“I welcome this significant new investment for Security and Counter Terrorism
matters. The funding will improve our ability to tackle the immediate threat to
the UK, strengthen our security measures to protect the UK from attack, allow
the development of new technology which will enable us to keep ahead of the
terrorists, and put in place longer term programmes to counter radicalisation.”

NOTES FOR EDITORS

For further details on SIA ’'s settlement and Departmental Strategic Objectives over the CSR07 period,
please see The 2007 Pre-Budget Report and Comprehensive Spending Review: Meeting the aspirations
of the British people www.hm-treasury.gov.uk/pbr_csr/pbr_csr07_index.cfm

The Government today announced 30 cross-departmental Public Service Agreements, setting out the
top priorities for the CSRO7 period. For further details on these please see:
www.hm-treasury.gov.uk/pbr_csr/pbr_csrO7_index.cfm

Media Enquiries to HO press office on 020 035 6434



Foreign and Commonwealth Office
Strengthening UK global influence

The Government today announced that funding for the FCO will grow from
£1.6 billion in 2007-08 to £1.7 billion by 2010-11, with additional resources for
counter-radicalisation programmes and significant investment in the embassy
network. The 2007 CSR provides the FCO with the resources to deliver:

e a £183 million capital investment programme, to improve security
across the UK’s embassy network as well as provide for a new
Embassy in Kabul; and

e additional funding of £37 million a year by 2010-11, to support the
Government’s counter-radicalisation programmes, addressing
weakness in governance, education, civil society, human rights and
rule of law in priority countries.

This will be underpinned by a continuing programme of modernisation, cutting
the cost of the overseas network through an innovative shared services
programme and redeploying resources to the front-line.

The 2007 Comprehensive Spending Review, and the major reprioritisation
undertaken in recent years by the BBC World Service and British Council, will
enable both to continue to make an important contribution to the UK'’s public
diplomacy. £21 million a year by 2010-11 will be provided for the launch of a
new Farsi television channel and 24/7 Arabic TV. These services will give the
BBCWS a tri-media presence (radio, online and TV) in the Middle East, Iran
and Afghanistan. The British Council will receive an additional £3 million a
year by 2010-11 for its Reconnect initiative to build understanding with Muslim
societies, particularly amongst alienated younger populations.

The FCO will continue to be at the forefront of the United Kingdom’s efforts to
keep Britain secure and prosperous - helping to counter the threat from
terrorism, building international commitment on climate change, making sure
Europe works for Britain, and looking after British nationals and British
interests across the globe.

The Foreign Secretary, David Milliband, said

“With this settlement, the FCO can continue working to keep Britain secure
and prosperous, and promoting Britain’s values around the world.”
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NOTES FOR EDITORS

1. The additional funding provided by this CSR settlement will be
accompanied by value for money reforms realising annual net cash-
releasing savings of at least £144 million by 2010-11.

2. Details relating to the settlement covering United Kingdom Trade and
Investment, a joint FCO-Department for Business, Enterprise and
Regulatory Reform (BERR) department, are set out in the BERR CSR
press notice.

Table

Foreign and Commonwealth Office baseline and additions

£ million

Baszeline Additions

2007-08 2008-09 2009-10 2010-11
Resource DEL [,a3l 4 a7 &3]
of which medrcash |, 394 41 57 6o
of which administration 3% -0 -9 -28
Capital DEL |48 a8 63 a7
Total DEL' 1,581 9 125 123
Of which: 0 0 0 0
BBC “World Service 193 3 g 4
British Council 244 |9 26 25

" Fall resource budgeting basis, et of depredation
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Department for International Development
Keeping promises to the world’s poor

The Chancellor announced today that the Department for International
Development’s (DFID) budget will rise by an average of 11 per cent in real
terms over the CSR period, to £7.9 billion a year by 2010-11. This
demonstrates the UK’s commitment to meeting the Government’s promises to
combat global poverty.

Alongside details of DFID’s settlement, the Chancellor also announced today
the projections for Official Development Assistance (ODA) to 2010/11. Total
UK ODA will rise to over £9.1 billion by 2010/11, representing 0.56 per cent of
Gross National Income (GNI), in line with the European Union’s collective
commitment, keeping us on track to reach our commitment of 0.7% GNI by
2013.

Aid is working. 26 million more children are now in school in Ethiopia and
Bangladesh. Fresh water is available to nearly two and half million more
people in India, Pakistan and Iraq. Free health care is being provided to five
million more Zambians. The additional resources announced today will
enable DFID to build on these successes, delivering on the Government’s
promises to:

e help accelerate progress towards the Millennium Development Goals by
providing £8.5 billion for education to 2015 and £1 billion for the Global
Fund for AIDS, tuberculosis and malaria;

e more than double total multilateral and bilateral aid to Africa between 2004
and 2010 as pledged at Gleneagles;

e help poor countries increase their rate of growth — by increasing support
for aid for trade to £409 million a year in 2010;

e help poor countries tackle climate change - DFID and DEFRA will provide
£800 million to the international element of the Environment
Transformation Fund.

Today’s settlement builds on annual real growth to DFID’s budget of 9.2 per
cent in Spending Review 2004 and 8.1 per cent in Spending Review 2002,
which is enabling DFID to lift around three million people out of poverty every
year, permanently. It represents the largest development budget in the UK’s
history.
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Welcoming the settlement, the Secretary of State for International
Development, Douglas Alexander, said:

“This is an excellent and unprecedented settlement that demonstrates the
Government’s serious commitment to delivering on its promises to tackle
global poverty. There is still much more to do to fight poverty, tackle climate
change and encourage economic growth in the world’s poorest nations and
today’s settlement will help us accelerate progress that will help us reach our
goals. This settlement also heralds a cohesive and cross-cutting government
approach to development. The recently created £800 million Environmental
Transformation Fund tackles head-on the challenge of climate change. So
many of the world’s poorest people live in fragile and insecure states and the
Government is responding to these challenges with new ways of working
including the Conflict Prevention Pool and the Stabilisation Aid Fund.”

NOTES FOR EDITORS

Table

International Development baseline and additions

£ million
Easeline Additions
2007-08 2008-09 2009-10 2010-11
Resource DEL' 4,662 259 S40 724
of which rearcash 4,594 233 213 | 694
of which adminiztration |68 -4 2 -2
Capital DEL Tlé |73 B0 240
Total DEL? 5,354 436 1,489 2,563
Of whick:
Ervironrnental Transforrnation Fund 0 a0 [y 250
" Includes the Confbct Freveation Pool
 Full resowrce budgeting basis, set of deprediation
Official Development Assistance
£ million
Estimate Projections
2007-08 2008-09 X009-10 2dl0-11
Total UK Official Development Assistance (ODA) 5,291 6,392 7 AT 9,140
DDA as a proportion of Gross MNational Income (per cent) 0.37% 0.43% 0.45% 0.96%

© ODA projections @e uaderpinned by the jacreaers jo DID's @d badget gad inclade DDA speadag by other goverament depatmeats, CDC pet
ivestrrents, and debi refef provided by the UK Goverarreat The Goverament 5 commitied to reqching ODA of OF per cent of GM e 2003 and
will keep the debvery of DFID's @ badget and its projections for eor-CfID ODA aader review
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Department for Business, Enterprise and Regulatory Reform
Creating the conditions for business success

The 2007 Comprehensive Spending Review (CSR07) underlies the
Government’s commitment to business and enterprise with a budget of £3.2 in
2007-08, fixed on average in nominal terms at £3.2 billion a year over the
CSRO07 period. BERR will be given access to £21 million of modernisation
funding to assist the Department in taking forward ambitious value for money
and service transformation programmes, generating annual net cash-
releasing savings of £307 million by 2010-11.

CSRO07 allows BERR to deliver:

a total of three rounds of the Enterprise Capital Fund, at £50 million per
year, to support business and promote enterprise

e an ambitious Better Regulation Programme that reduces burdens and
works for everyone in the public, private and third sectors

e funding of £200 million over the CSRO7 period for the development and
deployment of new energy and energy efficiency technologies through the
Environmental Transformation Fund (worth over £1.1 billion in total); and

e additional Government funding for the Nuclear Decommissioning Authority
of £338m by 2010-11 to ensure the continued safe management of
nuclear waste.

The Prime Minister announced the formation of the Department for Business,
Enterprise and Regulatory Reform (BERR), in June 2007, to lead the
Government’s objectives to raise the rate of UK productivity and to ensure the
UK responds effectively to the challenges of globalisation. BERR will promote
productivity and enterprise, drive better regulation and promote
competitiveness, and act as a voice for business across government.

UK Trade & Investment

CSRO7 will provide UK Trade & Investment (UKTI) with a programme budget
of £89 million by 2010-11. Drawing together resources from both FCO and
BERR, UKTI’s total budget will be £256 million by 2010-11. This will allow
UKTI to deliver measurable improvement in the business performance of its
international trade customers, increase the contribution of foreign direct

investment, and deliver measurable improvement in the reputation of the UK
in leading overseas markets as the international business partner of choice.

PNO4



The Secretary of State for Business, Enterprise and Regulatory Reform,
John Hutton said:

“It is the success of British business that will underpin wealth creation and
opportunity for all. This settlement enables my department to create the
conditions for sustainable business success through competitive and flexible
markets that create value for businesses, consumers and employees. We will
also work to set in place a framework within which the energy market will
deliver the reliable, low carbon, affordable energy we need for the future.”

NOTES FOR EDITORS

1. As part of the value for money reforms BERR will reduce its own running
costs by 5% in real terms annually to 2010-11.

2. In Spending Review 2004 the Government introduced the Enterprise
Capital Fund as a measure to increase the availability of growth capital to
small and medium-sized enterprises affected by the “equity gap” so
helping to alleviate what would otherwise remain a significant barrier to
enterprise and productivity growth.

3. The Better Regulation Executive is responsible for commitments to
eliminate obsolete and inefficient regulation, achieve user-friendly and
effective regulation and tackle inconsistencies in the way regulations are
delivered.

4. The domestic element of the Environmental Transformation Fund, jointly
run by BERR and DEFRA, is a dedicated fund of £370 million that brings
together the Government’s existing and new funding commitments within
England and the UK to support the demonstration and development of
new energy and energy efficient technologies [see also Press Notice 1,
DEFRA PN and DFID PN]

5. BERR will oversee the Nuclear Decommissioning Authority (NDA) to
ensure the UK’s civil nuclear liabilities continue to be managed safely,
securely and cost effectively. In addition to Government funding the NDA
will generate annual net cash-releasing savings totaling £125 million by
2010-2011.
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Table

Business, Enterprise and Regulatory Reform baseline and additions

£ million

Baseline Additions

2007-08 2008-09 2009-10 2010-11
Resource DEL 2,130 20 -G o
of which rearcash 2,033 =32 75 el
of which adminiztration 25 = -6 =23
Capital DEL I, 136 92 93 el
Total DEL 3,209 54 9 7

 Full resource budgeting bais, met of depredation
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Department for Environment, Food and Rural Affairs
Increased resources for a sustainable future

The Government announced today increased funds for the Department of
Environment, Food and Rural Affairs (Defra) — underlining the Government’s
commitment to tackling climate change and enhancing the natural
environment. Building on the sustained increases of the last two spending
reviews, the Comprehensive Spending Review grows Defra’s budget by 1.4
per cent a year over the period, taking the Department’s total budget from
£3,508 million in 2007-08 to £3,960 million by 2010-11. This will deliver:

e a step-change in investment for sustainable waste management options,
with funding through the Private Finance Initiative rising from £280 million
in 2007-08 to £700 million in 2010-11, totalling £2 billion over the CSR
period;

e £570 million for an Environmental Transformation Fund (which totals over
£1.1 billion across Government) to help with the development and
deployment of low carbon and energy efficient technologies in the UK and
to support development and poverty reduction through environmental
protection, and help developing countries respond to climate change; and

e a £200 million increase for flood and coastal erosion risk management
across government, from £600 million in 2007-08 to £800 million in 2010-
11.

Hilary Benn, Secretary of State for the Environment, Food & Rural
Affairs, today said:

“We have much to do to protect our natural resources and secure our global
climate over the next few years. The Stern Review showed that we need to
act now if we are to avoid dangerous climate change. That means investing
today before climate change costs us our planet. We need to invest to protect
against the increased risk of flooding which is already upon us. And we need
to reduce waste significantly in the coming years. This funding for the next
three years will allow us to make progress in protecting our environment now,
before it’s too late.”
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NOTES FOR EDITORS

. In addition to the increases in funding, announced in today’s
Comprehensive Spending Review, an ambitious value for money
programme will deliver net-cash releasing savings of £379 million per year
by 2010-11.

. The Government is today publishing ‘Moving to a global low carbon
economy; implementing the Stern Review’, which sets out how the Stern
Review’s findings are being incorporated into the Government’s approach
to tackling climate change. The introduction of the Climate Change Bill will,
for the first time, enshrine in statute the Government’'s commitment to
reduce emissions by 60 per cent by 2050 as well as putting in place a
system of five-year carbon budgets to move towards this target.

. In addition, the 2007 CSR allocates resources to continue the Warm Front
programme, which provides heating, energy efficiency measures and
benefit entittement checks to low-income vulnerable households. The
Government is also planning to substantially expand the Carbon
Emissions Reduction Target obligations on energy suppliers. Subject to
final decisions, the combination of Warm Front and the focus on low-
income customers through the priority group obligation in CERT mean that
spending on energy efficiency and other measures in low-income
households will rise in the CSR period compared to the previous spending
period. [See Chapter 5}.

. Defra will invest at least £170 million in the domestic element of the

Environmental Transformation Fund, which will be funded jointly with the
Department for Business, Enterprise and Regulatory Reform and total
£370 million. Launching in April 2008 the UK element will bring together
the Government’s existing and new funding commitments within England
and the UK to support the demonstration and development of new energy
and energy efficient technologies.

. Defra will invest £400 million in the international element of the

Environmental Transformation Fund which will be funded jointly with the
Department for International Development and total £800 million. The fund
will support development of low carbon and energy efficient technologies
and poverty reduction through environmental protection, and help
developing countries to tackle environmental challenges.

. Hilary Benn announced on 2 July 2007 that expenditure across
government on flood and coastal erosion risk management will rise from
£600 million in 2007/08 to £800m in 2010/11. The Government will also
spend around £10 million a year introducing a flood adaptation toolkit to
help communities adapt to change where constructing defences is not the
most appropriate means of managing flood and coastal erosion risk.

. £2 billion of funding will be provided through the Private Finance Initiative
(PFl) to help local authorities invest in more sustainable waste
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management options. PFI credits for local authority waste projects will rise
from £280 million in 2007/08 to £700 million in 2010/11.

See also Press Notice 1, which sets out further details on PBR measures
to tackle climate change and protect the natural environment, and Defra’s

press notice on Environmental  Transformation  Fund

www.defra.gov.uk.
Table
Environment, Food and Rural Affairs baseline and additions

£ million
Baseline Additions
2007-08 2008-09 2009-10 2010-11

Resource DEL 2,897 e 69 76
of which meqrcash 2,580 47 47 47
of which adminiztration aBa -9 -18 26
Capital DEL 782 218 268 418
Total DEL' 3,508 2346 3046 452

" Fall resource budgeting basis, et of depredation
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Department for Culture, Media and Sport

Backing success, investing to increase participation, and promoting
creativity

A generous funding settlement for the Department for Culture Media and
Sport (DCMS), which will allow continued investment in the arts and cultural
sectors, has been announced today by the Government.

This builds on record investment in arts and culture over the past 10 years so
that an even wider range of people will benefit from high quality cultural
experiences.

This settlement will also help to ensure that DCMS’ sectors continue to thrive
and flourish, maintaining the UK'’s reputation for cultural and sporting
excellence. It will enable the Department to:

e maintain funding for arts real terms growth for arts, museums and
galleries in real terms, including maintaining free access to national
museums and contributing to the Cultural Olympiad;

e deliver an improved offer of five hours school sports a week for all
children aged 6 to 19, in conjunction with the Department for
Children, Schools and Families; and

e contribute to the London 2012 Olympic and Paralympic Games,
including a sustainable sporting legacy.

The Secretary of State for Culture, James Purnell said

“Arts, culture and sport are at the heart of the Government’s mission to
develop talent and provide opportunity for all. Over the next three years
thanks to a generous funding settlement we will ensure that these sectors
continue to thrive and flourish, maintaining the UK’s reputation for cultural and
sporting excellence.”

NOTES FOR EDITORS

This additional investment will be coupled with a series of reforms within
DCMS in line with its recent Capability Review and an ambitious value for
money reform programme, which will generate annual net cash-releasing
savings of £148 million by 2010-11.
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Tables

Culture, Media and Sport baseline and additions

£ million

Easzeline Additions

2007-08 2008-09 2009-10 2010-11
Resource DEL |, 262 63 |24 |98
of which rearcash |, 374 7 Eis] | 14
of which adminiztration a0 -1 2 -4
Capital DEL 227 g9 |79 341
Total DEL' 1,688 §70 293 523

" Fallresoarce budgeting bamis, net of depreciation
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2012 Olympic Games and Paralympic Games
A lasting legacy for the UK

The Government today underlined its commitment to ensuring an
inspirational, safe and inclusive Olympic and Paralympic Games in 2012 that
will leave a sustainable legacy for London and the UK.

In March 2007, the Government announced a £9.325 billion budget for the
2012 Olympic Games and Paralympics Games, funded through central
government (£5.975 billion), the National Lottery (£2.175 billion) and London
(£1.175 billion). As part of this funding package, the 2007 Comprehensive
Spending Review (CSR) confirms the first phase of central government
investment of £3.623 billion over the next three years to deliver the
foundations for a successful 2012 Games.

The Government is working with the Mayor of London, the London 2012
Organising Committee and the British Olympic Association to deliver the
Games, and all key project milestones have been met to this point. The
Olympics will leave a sustainable legacy for London and across the UK -
creating the largest urban park in Europe for more than a century; five new
permanent sports venues for both elite and community use; an enhanced and
vibrant environment for the people of East London, including 9,000 new
homes, improved transport infrastructure and new, modern office space to
attract businesses and provide new employment opportunities for local
communities and wider benefits for tourism, skills and businesses. London
2012 is also expected to create some 40,000 new jobs in staging the games,
the construction industry and in the wider visitor economy.

Tessa Jowell, Minister for the Olympics said:

“This is an excellent settlement reflecting the funding package agreed in
March. It shows the Government’s commitment to delivering an inspirational,
safe and inclusive Games in 2012. It provides total funding of over £3.6 billion
across the next three years and includes a prudent contingency to be
controlled by a separate funders’ group that will rigorously scrutinise any call
on these funds. It provides certainty and allows the Olympic Delivery Authority
to continue to progress the work on time and on budget.”
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NOTES FOR EDITORS
1. This settlement will be supplemented by funding from the Lottery and
from the Mayor of London (Greater London Authority and London

Development Agency).

Table

Central government funding for the 2012 Olympic and Paralympic Games in the
CSRO7 period'

£ million
2003-09 2009-10 2010-11
Culture, Media and Sport 245 222 385
Cornrmunities and Local Government a7 552 425
Transport [40 240 240
Total central government Olympics capital DEL? 1,559 1,014 1,050

! The £2325 billon budget for the Olymbic and Par ahyrapic Garses is fuaded throagh cevral goverament, the Mational Lottery and London

? Central goverament fandag is made ab from ragfeaced contibutions from three depaiments, broaght tagether into @ siagle Myrapics capital
DEL The figires preseated bere are alvo focluded in the settlerneats of these contributing departments.
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Department for Work and Pensions

Providing employment opportunity for all and tackling child and
pensioner poverty

Over the past decade, investment in modernisation of the welfare system has
contributed to a buoyant labour market while providing support for those who
are unable to work. There are now 2.6 million more people in work, 600,000
fewer children in relative poverty and 2.4 million fewer pensioners in absolute
poverty.

As announced at Budget 2006, over the Comprehensive Spending Review
period, the Department for Work and Pensions (DWP) will be given access to
a £550m Modernisation Fund to support an ambitious value for money and
service transformation programme that will generate annual net cash-
releasing savings of £1,225m by 2010-11. This will allow the DWP to continue
to deliver its priorities within a budget that falls by over 5 per cent per year on
average over the CSRO07 period:

o the Green Paper In work, better off invites views on proposals to
reform support for the unemployed and lone parents, including
launch of the flexible New Deal;

e the introduction of the Employment and Support Allowance to
replace incapacity benefits for new claimants and national rollout of
the Pathways to Work programme to help people with a health
condition or disability to get into work;

e a proposed new Child Maintenance and Enforcement Commission
to improve financial support for children with non-resident parents;

e the reform state pensions from 2010 and take steps to reform
private pensions, including introducing auto-enrolment, and a new
low cost scheme of personal accounts from 2012, delivered at arms
length from Government by the new Personal Accounts Delivery
Authority;

e to play a key role in taking forward Sir David Varney’s
recommendations on Service Transformation.

Peter Hain, the Secretary of State for Work and Pensions, said:

“We will be taking forward a radical programme that will fundamentally
change the lives of British citizens for the better: thousands of people given
the chance to work and develop a career, creating a new Child Maintenance
and Enforcement Commission to ensure that children get the money they
need and the setting up of the Personal Accounts Delivery Authority so that
workers across the country have the chance to save for their retirement.
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"This settlement will enable us to take the important next steps to delivering
full employment within a generation. We can continue to build a welfare state
that is flexible enough to meet the needs of all the people across all ages and
generations. It also allows us to provide help and support to the most
vulnerable as well as delivering the day-to-day services that are essential to
the lives of millions. | am confident we will continue to meet their rising
expectations whilst providing value for money for the taxpayer. It is a
challenge | am looking forward to”.

1.

Table

NOTES FOR EDITORS

DWP’s ambitious value for money reform programme will generate
annual net cash releasing savings of £1,225 million by 2010-11
including £455 million through its change programme and £500 million
on procurement of goods and services.

. The Green Paper In work better off: next steps for full employment,

DWP July 2007 sets out detailed proposals for reforming active labour
market support. The consultation period on this document ends on the
31°" October 2007.

DWP will play a key role in taking forward the recommendations of the
Varney Review on Service Transformation including taking
responsibility for Directgov from April 2008 and its development as the
Government’s primary web portal for citizen focused e-services and
leading development work on the ‘Tell Us Once’ change of
circumstance project.

Work and Pensions baseline and additions

£ million

Baseline Additions

2007-08  2008-09 2009-10 2010-11
Fesource DEL 778l -199 -382 -699
of which negrcash 7,615 -195 =373 -6a7
of which admimiatration 5803 -141 279 -1 14
Capital DEL ¥ -2 -3 -4
Total DEL' 7,695 -197 -378 -593

! Fall resouwrce budgeting basis, et of deprediation
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Northern Ireland Office
Woodward welcomes CSR07 settlement

Northern Ireland will receive £1.2 billion a year over the next three years for
policing and criminal justice, which will allow the new integrated training
college for the police, fire and rescue service and prison service to go ahead.

The Comprehensive Spending Review settlement for the Northern Ireland
Office will:

e give a green light to the provision of new prison accommodation;
and

e fund improvements to the facilities of the Forensic Science Agency.

The settlement will allow the Northern Ireland Office to build on the sustained
funding of the past decade, which has delivered policing reforms, falling crime
rates, improvements to the criminal justice system and progress with the
peace process.

Secretary of State for Northern Ireland, Shaun Woodward, said;

‘I welcome this settlement for Northern Ireland. This settlement means that
we can deliver on the much-needed integrated training college for the police,
prisons staff and the fire and rescue services. It also means that we can move
ahead with important new prison accommodation and upgrading the facilities
of the Forensic Science Agency. This settlement puts the Police Service of
Northern Ireland and criminal justice system on a sustainable footing for the
years ahead. This should be reassuring to the Executive as it continues its
preparations for the devolution of justice and policing”.

NOTES FOR EDITORS

1. The Northern Ireland Office (NIO) aims to support stable devolved
government in NI and, in line with the St Andrews Agreement is making
preparations to enable the devolution of policing and justice functions to
occur next year. In the meantime, responsibility for these matters rests
with the NIO.

2. The settlement preserves the Department’s resource cash and capital
budgets. It also delivers access to end year flexibility (EYF) resource
funds totalling £134m over the CSR07 period.

3. The resources released by the value for money programme, and the
ongoing efficiency embedded into departmental planning will allow the NIO
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to continue to deliver service improvements. The Northern Ireland Office
will make value for money savings of £108 million by 2010/11 which will be
released to frontline services that include the following initiatives:

Tables

The Police Service of Northern Ireland has identified opportunities for
adopting more efficient working practices and is expected to deliver
annual net cash-releasing savings of £74 million by 2010/11.

The Northern Ireland Prison Service have also reviewed their working
practices, which includes exploring opportunities for recruiting
support grades to release prison officers to front line activities. These
changes together are planned to deliver annual net cash-releasing
savings of £11 million a year by 2010/11. Reform of the Northern
Ireland Prison Service will include implementation of a strategic
review to ensure a modern, cost effective prison service including
planning for a new prison.

Key criminal justice initiatives have included the establishment of a
single, independent Public Prosecution Service, the creation of the
Criminal Justice Inspectorate and Law Commission, and work to
modernise the sentencing framework and forensic science provision.
The Department will support the effective and efficient operation of
public inquiries already announced. An independent Consultative
Group has been set up to review the wider question of dealing with
Northern Ireland’s past.

In addition to policing and prisons all other areas of the Department
are contributing to the value for money savings which will be
transferred to deliver frontline services.

Morthern lreland Office baseline and additions

£ million

Baseline Additions

2007-08 2008-09 1009-10 2010-11
Resource DEL 1,152 72 40 40
of which mearcash 929 0 0
of which admvinistration 79 -2 -4 -6
Capital DEL 72 0 0 0
Total DEL' 1,175 61 27 25

! Fall resoarce budgeting besis, met of depredation
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The Chancellor’s Departments

Focusing on Customers

Over the 2007 Comprehensive Spending Review (CSRO07) period the
Chancellor's Departments will implement an ambitious programme to increase
value for money while driving up the quality of services provided to customers.
This will enable:

¢ HMRC to modernise its business processes to increase the quality and
efficiency of revenue collection and payment of tax credits; and

e HM Treasury to continue to maintain sound public finances and ensure
high and sustainable levels of economic growth, well-being and
prosperity for all.

As announced at Budget 2006, the Departments will have access to a £330m
modernisation fund to enable them to take forward value for money and
transformation programmes generating annual net cash-releasing savings of
over £700m by 2010-11. This will enable them to deliver their priorities within
budgets that reduce in real terms by 4.9 percent each year.

HMRC will:

e invest in a modern, high capacity IT infrastructure to support higher
take-up of online services, more efficient processing and
communication of information and better risk-based compliance
checks; and

e l|ead cross-government efforts to make businesslink.gov.uk the
prime online channel for government information and transactions
with all businesses in the UK by 2011.

Jane Kennedy, the Financial Secretary to the Treasury, today said:

‘HMRC has succeeded in delivering substantial cash savings while
maintaining a high standard of service, during a period of major restructuring.
| am grateful for the energy and commitment demonstrated at every level by
the staff of the department, which has contributed to this progress. | am
confident that over the CSRO07 period, they can build on these achievements
and continue to deliver improvements as part of their wider value for money
programme “

Angela Eagle, the Exchequer Secretary to the Treasury, today said:
“‘HM Treasury has an excellent record helping to foster the conditions that

have delivered an unprecedented period of stability, low inflation and
sustained growth. The Treasury will continue to maintain macro economic
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stability, mitigate fiscal risks while promoting economic growth, and help equip
the UK to meet the global challenges of the next decade.”

NOTES FOR EDITORS

1. The Chancellor's Departments include HMRC, HM Treasury, National
Savings & Investments, the Government Actuary’s Department and the
Royal Mint.

2. HMRC was formed in 2005 from Inland Revenue and HM Customs and
Excise in response to the O’Donnell Review of tax administration and
policy. It is responsible for collecting the revenue needed to fund
improvements in essential public services — delivering nearly £425 billion
in 2006/07, up by around 6% on 2005/06. HMRC has implemented major
reforms to the tax system, promoting fairness and opportunity for all. It has
also introduced Child and Working Tax Credits to provide support to 20
million people, including 6 million families and 10 million children, helping
lift 600,000 children out of relative poverty since 1996-97 and increasing
the number of people in work by around 2.6 million.

3. HMRC has achieved £385m efficiency savings to date, and is on track to
meet its efficiency target of £507m set at Spending Review 2004 (SR04).

4. The Chancellor's Departments’ budget now rounds to reductions of 4.9%
per year, rather than the 5% per year in the settlement announced in
Budget 2006, as HMRC has taken over responsibility and funding for
businesslink.gov.uk. HMRC will be leading cross-government efforts to
oversee the transformation of this website to enable it to become the prime
online channel for government information and transactions for all
businesses in the UK by 2011.

Table

Chancellor's Departments baseline and additions

£ million

Baseline Additions

2007-08 2008-09 2009-10 2010-11
Resource DEL 4,862 -106 -224 -338
of which near-cash 4,544 -99 -208 -315
of which administration 4,702 -107 221 -332
Capital DEL 276 -7 -14 21
Total DEL' 4,941 -109 -229 -344
of which:
HM Revenue and Customs 4,547 -99 -209 -315
HM Treasury 226 -6 -12 -17
National Savings and Investments 168 -4 -8 -12
Government Actuary's Department 0.4 0 0 0

| The Chancellor's Departments budget is now reducing at 4.9% in real terms per year, rather than 5% per year as when the settlement was announced in

Budget 2006, due to HMRC taking over responsibility and funding for buisnesslink.gov.uk.
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Cabinet Office
A strong and effective centre for government

Over the 2007 CSR period, the Cabinet Office will continue to lead efforts to
build Government services around the needs of citizens and to tackle the
drivers of social exclusion experienced by adults in the UK.

As announced at Budget 2006, the Cabinet Office will be given access to a
£12m Modernisation Fund to enable it to take forward ambitious value for
money and service transformation programmes generating annual net cash-
releasing savings of over £35m by 2010-11. This allows the department to
deliver key priorities within budgets that reduce in real terms by 3 per cent
each year from 2008 to 2011 and build on efficiencies already made over the
Spending Review 2004 period.

The Chancellor today confirmed, following progress on the review into the
future role of the third sector, £80 million would be allocated to the Office of
the Third Sector to help set-up and run a programme for micro-grants to help
projects in local communities and that the successful Futurebuilders
programme would be continue to be funded at the level of £65 million over the
CSR period.

Through the Social Exclusion Task Force and through a new Public Service
Agreement, the Cabinet Office will continue to lead work across government
to improve the outcomes for the most excluded adults in society and will also
continue to explore how public services could better the needs of the most
vulnerable groups.

The Cabinet Office will also oversee the implementation across government of
recommendations from Sir David Varney’s report Service Transformation:
better services for citizens and businesses, a better deal for the taxpayer in
the context of the Service Transformation Agreement published today.

Ed Miliband, Minister for the Cabinet Office and Chancellor of the Duchy of
Lancaster, today said:

“This CSR makes a priority of the issues of social exclusion and the third
sector. Employment is up and homelessness is down — but no one should be
left out, so the CSR announces a new drive to help provide a job and a home
for people with the toughest problems. The PSA lays the groundwork: we’ll be
encouraging local authorities to make this a priority, and supporting them to
make it a success. Twelve out of thirty Public Service Agreements are
focused on reducing poverty and disadvantage - an indication of how
seriously this government takes the task of creating a fairer and more equal
society.
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The third sector is also big focus of the CSR. In July we published our
Review, supporting the small groups that build communities and the dedicated
organisations that transform public services. Today, we are putting the
proposals into effect — including £117 million for youth volunteering and £80
million in small grants. The review follows the biggest ever consultation with
third sector — so it’s a direct response to what it wants. This CSR enables the
Office to ensure that the third sector is fully reflected in the delivery plans of
the key departments.”

NOTES FOR EDITORS

The Office of the Third Sector (OTS) was created in May 2006 when the
Active Communities Directorate in the Home Office, and the Social Enterprise
Unit, in the Department for Trade and Industry (DTI), amalgamated. The
decision to place the OTS at the centre of government in the Cabinet Office
was taken in recognition of the increasingly important role the third sector
plays in both society and the economy.

The Better Regulation Executive has now moved to the new Department of
Business Enterprise and Regulatory Reform (BERR).

CO has achieved over £20m annual efficiency savings to date, and is on track
to meet its annual efficiency target of £25m set at Spending Review 2004
(SR04).

Tables

Cabinet Office' baseline and additions

£ million

Baseline Additions

2007-08 2008-09 2009-10 2010-11
Fesource DEL |, 747 338 434 a7 0
of which nearcash 1,514 273 394 =1
of which admimistration 311 -9 -la 23
Capital DEL 288 73 102 &5
Total DEL? 1,808 3d8 502 &dd
Of wehich:
Cabinet Office 360 -1 =2 -3
Single Intelligence Account 1,502 47 S0 539

' leclades Cabinet Office, Siagle loteligence Accoant, Ceatral ffice of laformation aed Matiosa' School of Soveramest

? Full resoarce badgeting bagis, net of depreciation.

Charity Commission baseline and additions

£ million

Easeline Additions

2007-08 2008-09 2009-10 2000-11
Fesource DEL 31 -1 -1 =2
of which nearcask a0 -1 -1 -2
of which admimistration 21 -1 -1 -2
Capital DEL | Q o] Q
Charity Cormmission total DEL' 3l -1 -1 2

! Fal resouarce badgeting bayis, eet of depredation

PNO4





