ANNEX B:
HM TREASURY PUBLIC EXPENDITURE
DATA, INCLUDING CORE TABLES




134

HM TREASURY PUBLIC EXPENDITURE DATA INCLUDING CORE TABLES

Introduction

This annex is a statistical account of the costs of running the Treasury and its associated
bodies.

As noted in the Treasury’s memorandum to the Treasury Select Committee of September
20031, spending statistics for the Treasury include a wide range of functions and entities.
The other functions include, for example, coinage, the Civil List, salaries and pensions of
MEPs, and investments in the Bank of England. Other entities include the Debt
Management Office and the Office of Government Commerce.

To present the information most effectively, it is necessary to disaggregate the core Treasury
— the policy department based in 1 Horse Guards Road, London — from the other functions
and entities. Therefore, this Annex is made up of two parts: Part 1 focuses on spending by
the core Treasury; Part 2 sets out the tables for the whole departmental grouping in the
same format as other departmental reports. Fuller information on the public expenditure
of the group as a whole can also be found in the Treasury Resource Accounts.

One key point to note is that the data do not include the implications of the Chancellor’s
acceptance of Gus O’Donnell’s review of the revenue departments. The Treasury's
expanded role in tax policy will be funded by a transfer of funding from the revenue
departments. When this happens, the data will be adjusted accordingly.

IAvailable at http://www.parliament.the-stationery-office.co.uk/pa/cm200203/cmselect/cmtreasy/1079/3091011.htm
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Part 1: Spending by the core Treasury

Core costs of running the Treasury

In his Budget statement of 17 March 2004, the Chancellor of the Exchequer announced his decision to freeze the
budget of the core Treasury at 2005-06 levels until 2007-08, the last year covered by the 2004 Spending Review. The
current budget of the core Treasury consists almost entirely of administration costs. Table A therefore shows the
projected administrative spending for the core Treasury up to and including 2007-08, the final year of the
forthcoming spending review:

Table A: Core Treasury administration costs, 1988-99 to 2007-08 ZTzZT:';?n
£ million 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-7 2007-08 Pa_“"f
Outturn  Outturn Outturn Outturn Outturn Estimated Plans Plans Plans Plans this Annex
Qutturn
Core 60 60 63 66 72 74 75 79 79 78
underlying
costs

Exceptional items

Changes to pension 3 3 3
contributions

Reclassification from 4 1 1 2 2 2
capital and

depreciation charges
Costs of 3 2 1 1 1
restructuring

Costs of modernisation of Treasury

accommodation

Cash:

Unitary payment 10 14 15 15 15 16
under PFl deal

Disposal of 3

Allington Towers

Fit out costs 2 1

Non-cash:

Indexation of 2 4 4 4 4 4
creditor

Impact on 3

depreciation and

cost of capital of

revaluation of

office accommodation

Core Treasury 63 60 63 66 93 98 96 104 104 104
Administration
Costs?
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As noted in the Treasury’s memorandum to the Treasury Select Committee in September
2003, the Treasury’'s budget increased significantly in 2002-03 from 2001-02 as a result of
two factors:

the move from obsolete accommodation to a new, state of the art building in 1
Horse Guards Road in 2002, on which an annual PFl service charge is payable for 35
years; and

the filling of staff vacancies increased costs by £5 million in 2002-03 compared to
2001-02, though the full year impact will not be felt until 2003-04.

Table A separately identifies the impact of the move to the new building. It also shows that
the Treasury’s budget will be declining in real terms from 2005-06 onwards. Before the
freeze announced in the Budget takes effect, there are some variations in the level of
expenditure between 2003-04 and 2005-06 as shown in table A:

changes to pension contributions: this reflects revisions to the way employer
contributions to the civil service pension scheme are calculated. Baseline funding has
been increased to accommodate the impact of this change. This raises the annual
administrative budget of the Treasury by around £3 million per year;

costs of restructuring: these are costs incurred as part of the Treasury’s restructuring
to rationalise back office functions and to improve efficiency; and

costs of modernisation of Treasury accommodation: these include the revenue
impact of the Unitary Payment and some cash and non-cash costs arising as a result
of the on-balance sheet treatment fo the new Treasury building in the department’s
accounts.

Table B quantifies the trends in Treasury expenditure over the nine year period covered by

the data.
Table B: Core Treasury costs: Trend Analysis
Real terms annual average growth rates
Core costs excluding building? Core costs including
and exceptionals building and exceptionals
1998-99 to 2007-08 0.5 3.2
1998-99 to 2003-04 1.9 6.8
2003-04 to 2007-08 13 1.1

3Costs of modernisation of Treasury accommodation - see Table A
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As illustrated by table B, the core costs of the Treasury, excluding the impact of the new
building and the other, separately identified, exceptional items, shows very modest growth
in real terms over the nine year period covered by the data. Core costs grew on average by
around 2 per cent per year in the five years to 2003-04, reflecting the filling of vacancies.
As a result of the decisions announced by the Chancellor in the Budget, the Treasury's
budget will fall in real terms by more than 2 1/2 per cent in each of the last two years in
the period covered by these tables.

Taking the new building and other exceptionals into account, the five years to 2003-04 saw
faster growth, as a result of the uplift to Treasury running costs in 2002-03. However table
B shows that under this measure as well, the Treasury’s administrative budget is declining
in real terms to 2007-08. Under either measure the fall is over 1 per cent per year in real
terms on average over the next four years.

The core Treasury’s capital and programme budget

The main part of the core Treasury’s budget falling outside the administration costs
definition is spending classified as capital investment. The Treasury’s core capital budget is
small, and involves mainly operational IT assets.

In the Treasury’s 2002-03 accounts the Treasury’s new accommodation at 1 Horse Guards
Road was placed on the department’s audited balance sheet. This means the capital value
of the building counts as public sector net investment and under the public expenditure
control framework is charged to the Treasury’s capital budget. This explains the charge of
£141m to the budget in that year.

The Treasury investments line shows a £20million net investment in Partnership UK (PUK) in
2000-01. PUK was established on 1 April 2000 to provide a permanent and sustainable
centre of expertise to develop the Government’s Public Private Partnership programme. 51
per cent of shares are allocated to private investors, 44.56 per cent of shares are retained
by the Treasury and 4.44 per cent of shares were allocated to the Scottish Executive. The
line also shows a credit of £14million arising from the disposal of residual shares from past
privatisations in power companies — Powergen and Innogy.

Like the administration budget, the Treasury’s much smaller capital budget has also been
frozen in cash terms at 2005-06 levels until 2007-08.

Table C sets out this data, also see core Table 3 of part B of this Annex for more details.
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Table C: Core Treasury Capital Budget

£ million 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-7 2007-08

QOutturn  Outturn Outturn Outturn Outturn Estimated Plans Plans Plans Plans
Outturn

Core capital 3 4 3 7 1 1 3 3 3 3

budget

New accommodation 141

Investments 20 -14

Total capital 3 4 23 7 128 1 3 3 3 3

Staff Numbers

After some years of staff vacancies, staff numbers in the Treasury rose markedly in 2001-
02 and 2002-03, consistent with SDA targets to reduce staff working long hours and help
widen the diversity of people working the Treasury. Figures in table D below are consistent
with Table B6, which shows the staffing numbers for the Treasury group as a whole.

The plans for future years do not include the effects of the O’'Donnell Review, which is
expected to lead to an increase of approximately 150 staff employed on tax policy work,
nor do they take account of the impact of the decision to freeze administration costs at
2005-06 levels until 2007-08.

Table D: Core Treasury staff numbers

2001-02 2002-03 2003-04 2004-05 2005-06
Actual Actual Estimated Outturn Plans Plans
Core Treasury full time equivalent staff 909 1010 1050 1050 1050
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Part 2: Spending by the Treasury Group

Part 2 of this annex contains public expenditure data for the Treasury group as a whole. The
Treasury group includes a wide range of functions and entities. Other functions include,
coinage, the Civil List, salaries and pensions of MEPs, and investments in the Bank of
England. Other entities include the Debt Management Office and the Office of Government
Commerce.

Expenditure by these entities and on these functions is grouped for the purposes of
Parliamentary control. For more information, refer to the HM Treasury Estimate published

as part of the Main Supply Estimates for Government on 19 April 20044

This section of the Annex contains the tables common to all departmental reports.

4Available at http://www.hm-treasury.gov.uk/documents/public_spending_and_services/parliamentary supply_estimates/pss_pse_mainest04.cfm
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5The Treasury group includes:
« core Treasury's administration
activities

Table 1: Total public spending for the HM Treasury groups

) £ million 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06
* other functions of the core 8
Treasury — notably the supply Qutturn Outturn Outturn  Outturn Estimated  Plans Plans
of UK coinage; Outturn
« the Debt Management Office
(DMO) - see chapter 7 of this Consumption
report; of resources
« the Office of Government
Commerce (0GC) — Total resource 920 203 209 215 351 311 305 317
see chapter 7. bUdQEtd
« other functions including the
Civil List, the salaries and Of which:
pensions of UK members of the
European Pariamen, and Resource DEL 91 150 173 146 272 219 226 238
grants-in-aid (see note 9,
Table 2).

Capital spending:

bTotal resource budget calculated as

the sum of the Departmental Total capital -44 -23 26 -32 58 8 9 7

Expenditure Limit (DEL), set in biennial bUdget

Spending Reviews, and Annually

Managed Expenditure (AME). Of which

TNet of depreciation. This is the Capital DEL 44 23 26 -32 58 8 9 7

standard public expenditure presenta-

fon Total public 35 151 229 175 329 309 306 315
spending’

Explanations of trends are given in notes to subsequent tables. A fuller picture of the
Treasury's financial affairs are given in its Resource Accounts (most recently HC 999 for
2002-03).
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Table 2: Resource budget for for the HM Treasury group

£ million 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Outturn  Outturn Outturn Outturn Outturn  Estimated Plans Plans
Outturn

Core Treasury 113 157 147 115 210 152 157 16.7

Of which

Net 63 60 63 66 93 98 96 104

administration

costs8

Exceptional 23 69 4

items?

Services 13 13 12 13 12 13 13 13

provided by

Bank of

England10

Coinage 16 42 42 37 34 36 37 39

Cost of 23 27 30 1 1 1 1 2

investments!’

Other core -1 -7 0 -1 0 0 9 9

Treasury

Debt 1 3 5 8 7 9 13 15

Management

Office

Office of -49 -33 -12 0 4 4 40 41

Government

Commercel

Of which

Residual estate  -59 -43 -34 -31 5 5 -1 -2

Administration 13 12 18 31 37 37 41 43

costs

Other -3 -2 4 0 0 -1 0 0

Cost of 1 43 31 63 72 86 74 74

investment in

Bank of England”

Other 24 33 37 29 20 23 22 21

functions

Of which

Civil List 10 10 10 10 10 10 10 10

Salaries and 6 9 8 5 6 7 7 7

pensions

of MEPs

Grant in Aid 0 0 1 1 1 1 2 1

to Statistics

Commission

Royal 0 0 0 1 2 2 2 2

Household

Pension Fund

Othert 7 13 18 11 1 3 2 1

Total resource 90 203 209 215 351 311 305 317

budget

Of which

Departmental 91 150 173 146 272 219 226 238

Expenditure Limit

Annually -1 53 36 68 79 92 79 79

Managed

Expenditure!s

8detailed further in table 5 and
Chapter 6 of this report

9£23 million for 1999-2000 due to
the writing down to zero of the value
of the Treasury’s former accommoda-
tion (Government Offices, Great
George Street), following an inde-
pendent valuation of the building’s
market value; £69 million for 2002-
03 representing the difference
between the costs of refurbishing 1
Horse Guards Road incurred by the
Treasury's private sector partner and
the value, independently assessed, of
the refurbished building based on
rental potential; 4 million for 2003-
04 in respect of Departmental
Unallocated Provision for administra-
tion costs (which, as unused, will be
rolled forward to finance any unfore-
seen pressures in future years).

1%n respect of gilts registration,
management of the Exchange
Equalisation Account and UK foreign
currency debt

llthe Treasury's investments in
Partnerships UK, the Royal Mint,
Troika plc and small holdings in cer-
tain formerly nationalised industries.
In each case this cost comprises a
non-cash cost of capital charge,
based on the value of the investment.
Most holdings in former nationalised
industries were sold in 1999-2000
and 2000-01, explaining the subse-
quent reduction in the figures.

120GC is responsible for the manage-
ment and disposal of the residual sur-
plus Civil Estate properties inherited
in 1996 by its predecessor, the
Property Advisers to the Civil Estate.
Between 1996 and 2004, the Estate
reduced from 384 to 28 properties,
this had considerable impact on
0GC's resource budget, particularly in
the earlier years. The negative out-
turns occur because the OGC's bal-
ance sheet contains provisions for the
onerous costs of residual leasehold
properties. As the estate is disposed
of, surplus provisions are released,
counting as a credit to the resource
budget. The value of the releases
becomes smaller as the rate of dis-
posal of properties reduces.

13See footnote on Table 4 on balance
sheet treatment of the Bank of
England

MThese are financed by Treasury for
historical reasons and include grants
to the Inter-Parliamentary Union, the
Commonwealth Parliamentary
Association, the British American
Parliamentary Group and the British-
Irish Inter-Parliamentary Body.

I5Annually Managed Expenditure
comprises costs of investment in Bank
of England, payments to Royal
Household Pension Fund, and some
non-cash costs in respect of coinage.
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16 since 2002, when the Treasury
occupied its new headquarters build-
ing procured under the Private Finance
Initiative, its capital expenditure has
been mainly on operational IT assets.
Prior to that date expenditure included
some works to buildings. In 2000-01
it also included a £23 million invest-
ment in Partnerships UK.

1Tin line with standard accounting
practice the £141 million costs of the
THGR project, incurred by and paid by
the private sector partner, is presented
as part of the Treasury's own capital
expenditure for 2002-03, although the
Treasury made no corresponding cash
payment. (A full explanation is given in
note 14.2 to Treasury's 2002-03
Accounts, HC 999)

18£20million net investment in
Partnership UK (PUK). PUK was estab-
lished on 1 April 2000 to provide a
permanent and sustainable centre of
expertise to develop the Government's
Public Private Partnership programme.
51 per cent of shares are allocated to
private investors, 44.56 per cent of
shares are retained by the Treasury
and 4.44 per cent of shares were allo-
cated to the Scottish Executive.

19Showed a credit of £14million arising
from the disposal of residual shares
from past privatisations in power com-
panies — Powergen and Innogy.

Weapital receipts from the sale of resid-
ual freehold properties of £42 million
in 2001-02 and £76 million in 2002-
03 were mostly accounted for by the
sale of, respectively, 2 Marsham Street
SW1 and Burtonwood, near
Warrington. Disposal proceeds are sur-
rendered to the Consolidated Fund and
not spent within the Treasury group.

Table 3: Capital budget for HM Treasury group

£ million 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Outturn Outturn Outturn Outturn Outturn Estimated Plans Plans
Outturn

Core Treasury!t 3 4 23 7 128 1 3 3

Of which

Administration 3 4 3 7 1 1 3 3

Exceptional item 1410

Investments 2018 -14v

Debt 1 2 1 2 1 2 2 1

Management

Office

Office of -47 -29 3 -41 -71 4 3 2

Government

Commerce

Of which

Residual estate® -50 -31 0 -42 -76 0 0 0

Administration 3 2 3 1 5 4 3 2

costs

Total capital -44 -23 26 -32 58 8 9 7

budget
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Table 4: Capital employed by HM Treasury group

£ million 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06
Outturn  Outturn Outturn Outturn Outturn Un-audited Plans Plans
Outturn

Fixed assets  1901.7 1406.7 1569.8 1610.7 1662.6 1685.0 1711.3 1735.3

Of which

Intangible!

assets 0.4 1.1 1.2 1.5 1.5 1.3 3.4 4.8

Tangible assets2  54.2 55.4 56.3 57.2 129.6 122.8 111.9 1045
Of which

Land & Buildings® 49.9 30.1 31.1 32.1 109.3 100.3 86.4 78.7

Leasehold 0.2 0.3 - 0.9 0.6 5.0 7.3 7.1
Improvements

Plant & Machinery - 0.2 0.2 0.1 0.1 0.1 0.1 0.1
Furniture & 3.4 7.2 8.0 2.1 1.1 0.6 0.7 1.4
Equipment

IT Equipment - - - 6.2 4.1 2.6 4.4 54
Library & 0.7 1.9 1.9 1.8 1.6 1.6 1.6 1.6
antiques

Whitehall systems - 15.7 15.1 14.0 12.8 12.6 11.4 10.2

Investments¥ 1847.1  1350.2 15123 1552.0 15315 1561.0  1596.0 1626.0
Current Assets® 375.3 385.0 440.7 260.4 188.8 70.2 87.3 92.6

Creditors -248.4 -158.4 -336.5 -168.5 -204.0 -69.5 -78.3 -87.2
(<1 year)

Creditors 0 0 0 0 -141.8 -144.9 -148.0 -150.7
(>1 year)

Provisions -0.7 -122.3° -99:3 -48.4 -30.6 -26.5 -18.5 -9.5
Capital 2027.9 1511.0 1574.7 1654.2 1475.0 1514.2 1533.8 1580.5
employed

Further details of the Treasury’s balance sheet are given in its 2002-03 Resource Accounts,
HC 999.

Uprincipally computer software

angible assets mainly represent land
and buildings, IT equipment and the
Whitehall heating and standby power
systems operated by OGC.

Bland and Buildings values are driven
by the capital budget as well as
adjustments for depreciation and reval-
uations which are forecast for 2003-04
onwards. The increase in value in
2002/03 arises from the addition of 1
Horse Guards to the balance sheet. (A
full explanation is given in note 14.2
to Treasury's 2002-03 Accounts, HC
999)

Hin line with accounting rules on
investments, the net cost of the
Government's shareholding in the
Bank of England is treated as an
investment in the Treasury’s accounts,
and valued in line with the Bank's net
assets of some £1.5 billion. A gross
cost of capital is made at the rate of 7
per cent, resulting in a capital charge
of around £100 million. The Bank pays
the Treasury, in lieu of dividend, an
agreed sum each financial year, nor-
mally 50 per cent of its net operating
surplus. This is credited as income to
the central Treasury budget but is then
surrendered to the Consolidated Fund.

BCurrent assets include debors,
investments awaiting sale, cash and
(especially in earlier years) the vacant
civil estate managed by the OGC. The
principal short-term creditor is the
Consolidated Fund. Since 2002
Exchequer Partnership has been a
long-term creditor in respect of pay-
ments due to it in the remaining years
of the PFl arrangement for 1 Horse
Guards Road.

BProvisions mainly relate to the 0GCs
vacant civil estate.
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Refer to Tables A and B in part 1 of
this Annex.

Bsee footnote in Table 2

BThe 0GC's increase in administration
costs of £24 million between 1998-99
and 2003-04 was due to the
organisation’s initial start up phase,
including restructuring, and the costs
of successfully delivering its new and
expanding agenda, including e-pilots,
Gateways and embedding Best
Practice (see chapter 7 of this Report).
There was also a planned significant
reduction in administrative income as a
result of a change in business focus.

Table 5: Administration costs for HM Treasury group

£ million 1998-99 1999-00 2000-01 2001-02 2002-03
Qutturn  Outturn Outturn Outturn Outturn

2003-04
Estimated
QOutturn

2004-05
Plans

2005-06
Plans

Gross administration
costs

Paybill 50 52 57 62
Other 45 67 54 61

Total gross
administration
costs 95 118 111 123

Related
administration
cost receipts -17 -19 -23 -18

Total net
administration
costs 78 929 88 105

Analysis by activity
Core Treasury” 63 60 63 66
Exceptional item? 23

Departmental
Unallocated
Provision

Debt
Management
Office 2 5 6 8

Office of
Government
Commerce¥ 13 12 18 31

67
87

154

-17

137

93

37

159

-12

146

98

37

157

-10

147

96

10

41

168

158

104

43

Total net
administration
costs 78 929 88 105

137

146

147

158
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Table 6: HM Treasury Staff Numbers (Treasury Group)» Mindudes OGC, DMO and former NILO
staff. For 2003-04 onwards, also
£ million 1999-00  2000-01  2001-02  2002-03  2003-04  2004-05 2005-06 includes staff at 0GCBuying.solutions
Actual Actual Actual Actual  Estimated Plans Plans _Wh'Ch haye ot pr.ewous'y pcen
included in these figures. NB. Resource
Outturn budget does not include allocations for
OGCBuying.solutions.
CS FTEs!! 1469 1470 1390 1457 1669 1687 1687
. 3IStaff as defined in Cabinet Office
Overtime 39 39 39 26 31 31 31 Mandate Reporting Syster.
Casuals 55 62 60 59 105 94 99 Information on the Mandate defini-
tions can be found on the Civil Service
Statistics website at: http:www.civil-
service.gov.uk/statistics/definitions.htm
Total Gross 1563 1571 1489 1542 1805 1812 1817
Control
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D WEBSITES

www.hm-treasury.gov.uk

www.dmo.gov.uk

mmerc www.ogc.gov.uk

Industr www.dti.gov.uk

cutive www.hse.gov.uk
www.ogcbuyingsolutions.gov.uk
www.ogcenergy.gov.uk

' www.gcat.gov.uk

www.ogcbuyingsolutions.gov.uk/gtc

www.ogcbuyingsolutions.gov.uk/GTM

¢ www.ogcbuyingsolutions.gov.uk/LCat
www.ogcbuyingsolutions.gov.uk/mts
www.ogcbuyingsolutions.gov.uk/pcs

www.ogcbuyingsolutions.gov.uk/login/logone.asp
www.s-cat.gov.uk

www.watermark.gov.uk
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