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INTRODUCTION

Foreword by the Rt Hon. Francis Maude MP, Minister for the Cabinet Office

Within any great organisation is a strong and vibrant centre and at the heart of the UK Civil Service —

often described as the best in the world — is the Cabinet Office.

At the core of government, the Cabinet Office is leading the way in ensuring that the Civil Service
continues to be the very best by creating a modern organisation for the modern world. This includes
supporting the Prime Minister and Deputy Prime Minister on key policy areas and the operation of
government; leading on behalf of the Civil Service on union engagement; constitutional reform; setting
up the National Security Council to create stronger leadership on security issues; and creating the

Efficiency and Reform Group to be the new corporate centre and to build the Big Society.

From the moment | returned to Government, | witnessed the professionalism and dedication that runs
through the Cabinet Office as it supported the creation of the first coalition government since 1945
and the transition to a new administration. The Prime Minister has publicly praised the calm, practical
support that officials in the Cabinet Office provided to parties immediately after the election. The
ability of the Cabinet Office to respond quickly to events was also demonstrated by the immediate
establishment of a new office to support the Deputy Prime Minister and the subsequent transfer of

staff from the Ministry of Justice to support his work on political and constitutional reform.

Since then the Cabinet Office has been the driving force in the building of a new government in a

much broader sense.

The Cabinet Office has seen significant organisational change in the creation of a new corporate
centre for government in the Efficiency and Reform Group. Facing the biggest budget deficit in post-
war history, a new approach was needed to look across departmental boundaries to tackle waste and
to reform the way in which public services are delivered. Working closely with the Treasury, the
Cabinet Office has focused on opportunities to help departments to save money while protecting
front-line services. In the nine months to the end of March 2011, the Department squeezed overhead
costs to save over £3 billion, with savings made through stopping discretionary spending,
renegotiating contracts with our major suppliers, scrutinising ICT projects and a freeze on recruitment

to non-front-line Civil Service posts.

The Cabinet Office has demonstrated global leadership in bringing transparency to the workings of
government, and opening data to allow citizens and businesses to unlock its value in new and
innovative ways. This year the number of datasets available has doubled to over 6,000. And, for the
first time, Senior Civil Service salaries and full organograms are now available in a single place, and

in a consistent format.
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The Cabinet Office is also supporting the Government in the delivery of fundamental political and
constitutional reform. We established a cross-party group to develop the first ever full draft Bill on
House of Lords reform, and delivered an Act to allow the first national referendum on the electoral
system.

The work of the Department goes far beyond Whitehall and Parliament. The Department is helping to
devolve control of public services to people and their communities, and to build the Big Society. The
Cabinet Office is leading a movement across the public services to take power away from bureaucrats
and give it to the people on the ground, through giving public sector workers all over the country the
right to challenge the services they run and form employee-led mutuals. The Cabinet Office is
creating the first Whitehall mutual joint venture for pension administration. More broadly, we have
launched pilots for the National Citizenship Service, set up the Big Society Bank and published a

White Paper on giving, making it easier for people to give time and money to good causes.

The list of achievements so far is long, and yet they are only the beginning of an ambitious agenda. |
expect us to achieve even more in the coming year, including releasing hundreds more datasets, The
publication of the Open Public Services White Paper — which will give people more choice over the
public services they use, legislating to deliver further political reform and helping departments to save

more money — to hame but a few.

The success of what the Cabinet Office does is due in large part not just to the passion and hard work
of our people, but also because what the Cabinet Office does matters to them. The work they do is
crucial, and they know it — to the rest of Whitehall, to the taxpayer and to public service users up and
down the country. With continued energy and drive, | know that the Cabinet Office will continue to

make a lasting and far-reaching impact on an ambitious and exciting agenda.
( = \_._-:-—-)

The Rt Hon. Francis Maude MP
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Overview by Sir Gus O’Donnell GCB, Cabinet Secretary, Head of the Home Civil Service and

Permanent Secretary of the Cabinet Office

As this report demonstrates, 2010/11 was a challenging year for the Cabinet Office but also a year of
considerable achievement.

The General Election posed a new set of challenges for the Cabinet Office, which took on the leading
role in planning and preparing for every possible outcome. Staff in the Cabinet Office had to plan for a
range of election outcomes, including those taking us into uncharted territory. Clear guidance on
dealing with hung parliaments and extensive scenario planning enabled us to effectively support
politicians from all sides throughout the process. | am particularly proud of how the Cabinet Office
provided guidance and assistance to other central government departments on supporting a smooth
transition to the new administration.

We have continued to work alongside our colleagues in HM Treasury to support the evolution and
development of the Coalition Government, while also performing our core roles of providing a
strategic centre, leadership and oversight of the rest of government; while delivering specific priorities
for the Prime Minister, the Deputy Prime Minister and Cabinet Office ministers in the current policy

context.

During 2010/11, the Cabinet Office played a key role in supporting the Government’s programme for
political and constitutional reform. The programme is wide-ranging and a great deal of work is already
under way. Legislation was introduced to establish a fixed-term Parliament and this has almost
completed its parliamentary passage. The Parliamentary Voting System and Constituencies Bill
provided for a referendum on the Alternative Vote system which was held on 5 May 2011, and a
review of constituency boundaries reducing the number of MPs to 600, which is now under way. A

significant programme to implement individual voter registration is now operational.

At the Prime Minister’s request, we set up the National Security Council, which met on the first day of
the Coalition Government with the aim of ensuring strong cross-government leadership and
coordination on all security issues. It has provided an effective response to a range of challenges,
including events in the Middle East, terrorist threats to the United Kingdom and building up national
resilience. In October 2010, the Council led on the collective development of the National Security
Strategy and the Strategic Defence and Security Review. The National Security Strategy will help us
to identify possible future developments and risks and to prepare for them. The Council has also
overseen the UK's response to events in Libya and efforts to implement UN Security Council

Resolution 1974 in relation to Afghanistan.

The Government has made a clear commitment to increase the effectiveness and efficiency of central
government and to reduce the budget deficit. The Cabinet Office created the Efficiency and Reform

Group to give a strong central push to achieve these savings and improvements. This has already
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started to change the way in which departments procure services and goods by maximising

purchasing power, centralising procurement and driving value for money in support functions.

We will continue to work closely with our partners across government and — with the voluntary and
community sector, academia and the private sector — to ensure that we listen to their views and shape

our policies accordingly.

‘The significant changes we have experienced in the last year have caused us to revisit our longer-
term vision for the Cabinet Office. Through collaboration with staff across the Department, we have
identified the values and behaviours we want to adopt in future and the improvements required to our
corporate systems and processes. These are being taken forward through our ‘Better Cabinet Office’
programme. Our new Cabinet Office vision and Values was launched on 20 June 2011 (in the

following financial year).’

I would like to thank all Cabinet Office staff for their contributions, commitment and record of
achievement over the past year.

!/
v

Sir Gus O’Donnell GCB
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THE CABINET OFFICE

The Cabinet Office has two core roles. Its first core role is to support the Prime Minister, the Deputy
Prime Minister and Cabinet Office ministers in organising and coordinating government business. This
includes the structuring of government departments and agencies, allocation of ministerial

responsibilities, development of policy and the legislative programme in Parliament.

The Department also supports the Prime Minister, the Deputy Prime Minister and the Cabinet in a
number of key policy areas, including efficiency and reform, the Big Society, political and
constitutional reform, and social mobility.

The second role is to act alongside HM Treasury as the strategic centre of government, providing
leadership to and oversight of the rest of government. The Department:
e coordinates policy and delivery across government, facilitating agreement across
departments

e supports capability-building across government and challenges departments to achieve more.

Supporting the Prime Minister, the Deputy Prime Minister and the Cabinet
A number of teams within the Cabinet Office are responsible for supporting the Prime Minister, the

Deputy Prime Minister and the Cabinet. Their responsibilities are described below.

The Prime Minister’s Office and the Deputy Prime Minister’s Office
The main responsibilities of the Prime Minister's Office and the Deputy Prime Minister’s Office are:
e to provide the Prime Minister and the Deputy Prime Minister with first-class support, enabling
them to establish and deliver the Government'’s overall strategy and policy priorities
e to support the Prime Minister, the Deputy Prime Minister and the Cabinet in communicating

the Government'’s policies to Parliament, the public and international audiences.

Economic and Domestic Affairs Secretariat
The Economic and Domestic Affairs Secretariat provides policy advice and briefing on economic and
domestic policies, working across government to secure collective agreement, coordinating the

Government’s legislative programme and advising on changes to the machinery of government.

European and Global Issues Secretariat

The European and Global Issues Secretariat helps to agree the Government’s international economic
and European policy (including the G20/G8, international trade and development issues) and provides
advice on these matters to the Prime Minister, the Deputy Prime Minister and the Cabinet Office
Minister for Government Policy.
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Office of the Parliamentary Counsel and Parliamentary Business Managers

The Office of the Parliamentary Counsel and Parliamentary Business Managers leads in developing
the highest standards of integrity, constitutional regularity, effectiveness, clarity and consistency
across government in the preparation of government legislation, and the handling of other
parliamentary business. This includes ensuring that the Business Managers, Government Whips and
Special Advisers attached to the Business Managers are kept fully informed about the requirements

of the codes of conduct and other rules of propriety, and are assisted in complying with them.

Honours and Appointments Secretariat
This team supports the Prime Minister in administering the honours system, leads on honours and
medals policy and advises on church appointments which are in the gift of the Crown or the Lord

Chancellor.

Private offices
The private offices provide support to Cabinet Office ministers and the Cabinet Secretary, ensuring
that they deliver their departmental and parliamentary responsibilities. This involves:
e ensuring that policy and delivery decisions requiring ministerial intervention supports the
Department’s business objectives
e building and maintaining effective working relationships with stakeholders and ensuring that
ministers are fully engaged

e advising on propriety and ethics issues.

National security
The National Security group ensures that the Prime Minister and other senior ministers are well

served on cross-government intelligence, security and resilience issues.

Directorate of Security and Intelligence
The Directorate of Security and Intelligence covers the following areas:

e The Single Intelligence Account (SIA) Finance, Strategy and Planning Team supports the
National Security Adviser in his role as principal accounting officer for the SIA and ensures
that the intelligence and security agencies deliver the required capabilities and provide value
for money.

e The Intelligence Policy Team coordinates and in some cases leads on major intelligence
policy of strategic importance across the UK intelligence community. Areas it covers include
legal, ethical, public and parliamentary scrutiny, information sharing and international
engagement.

e The Government Security Secretariat coordinates all aspects of protective security policy
across government departments, associated bodies and international organisations. This

work includes the Security Vetting Appeals Panel and leak investigations.

10
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e The Intelligence Secretariat and Protective Security, this group coordinates protective and

physical security policies.

Counter-terrorism and Crisis Management

This team delivers the National Security Strategy, provides support to No. 10 and the National
Security Council on security issues (including counter-terrorism and nuclear security policy) and
coordinates central government crisis management.

Joint Intelligence Organisation
The Joint Intelligence Organisation leads on intelligence assessment and is responsible for
developing the UK intelligence community’s analytical capability, supporting the work of the Joint

Intelligence Committee and National Security Council.

The Office of Cyber Security and Information Assurance (OCSIA)

This unit supports the Minister for the Cabinet Office and the National Security Council in identifying
and coordinating activity across the UK to make cyberspace more secure. OCSIA also manages the
delivery of the £650 million National Cyber Security Programme, overseeing resource allocation to

government departments and providing benefits analysis.

Alongside the Cyber Security Operations Centre, OCSIA works with lead government departments
and agencies such as the Home Office, the Ministry of Defence, Government Communications
Headquarters (GCHQ), the National Technical Authority for Information Assurance (Communications-
Electronics Security Group (CESG)), the Centre for the Protection of National Infrastructure (CPNI)
and the Department for Business, Innovation and Skills (BIS) in driving forward the UK Government's

cyber security programme.

Foreign and Defence Secretariat
The Foreign and Defence Secretariat supports the Prime Minister in delivering the Cabinet Office’s
wider remit on international issues, helping the Cabinet to coordinate and improve the delivery of

foreign and defence policy.

Civil Contingencies Secretariat

The Civil Contingencies Secretariat (CCS) works in partnership with government departments, the
devolved administrations and key stakeholders to enhance the UK'’s ability to prepare for, respond to
and recover from civil emergencies. Published work by the CCS in this financial year included
statutory and non-statutory guidance (Emergency Preparedness) on the 2004 Civil Contingencies Act
and the 2010 National Risk Register of Civil Emergencies. The CCS’s work includes emergency
preparedness, response and recovery, business continuity, infrastructure resilience, community
resilience, national recovery guidance and communications resilience. The CCS also conducted a

number of public consultations in 2010/11 on enhancements to the Act and on community resilience.

11
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GOVERNANCE REFORM

The Cabinet Office is implementing the Government’s governance reform policy, as set out in the Ministerial Code
and Cabinet Office Structural Reform Plan. This policy provides that political and official leaders of government
departments are brought together on departments’ main Boards, which will be chaired by Secretaries of State.
These Boards bring challenge to departments through their inclusion of Non-Executives, who can draw on

experience of managing complex organisations in the commercial private sector.

The Cabinet Office has supported departments in the recruitment of 50 Non-Executives and has published the
Enhanced Departmental Boards: Protocol. Lord Browne, the Government Lead Non-Executive and Cabinet Office
Lead Non-Executive, chairs a network of Lead Non-Executives in order to leverage their expertise across
government. This network supports the sharing of learning and best practice and coordinates the Non-Executives’
contribution to cross-cutting activity. This is building the collective capability of Non-Executives, both in terms of

good governance in their departments and in adding value across government.

Across Whitehall, 15 Boards are now up and running and the benefits of these are already being recognised across

government.

‘The new Board provides an opportunity for my ministerial team, Non-Executives and lead officials to get together to
discuss the key issues facing the Department and to make sure we are on track to deliver the commitments set out
in our Business Plan. We really saw the benefit of the new Board last autumn when we oversaw the Department’s
negotiations in the Spending Review and made sure we were in a position to deliver the changes signed up to in the
Programme for Government. | am confident that the Board will help the Department deliver the challenging reform
agenda it has set.’

Kenneth Clarke, Lord Chancellor and Secretary of State for Justice

13
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A YEAR IN THE CABINET OFFICE

Non-Executive Board Members’ assessment of our performance, 2010/11

Since we were appointed as Non-Executive Board Members in December 2010, it has become clear to us that the
Cabinet Office has delivered a huge amount in response to the priorities set by the new administration. We would
like to begin by congratulating the Department for all its hard work in improving further the Cabinet Office vision,

performance and corporate governance.

The change in the Board structure has helped to give the Board a fresh perspective and a new impetus. We on the
Board have worked together to further clarify the role and vision of the Cabinet Office and to establish a new set of
strategic objectives which sets out clearly what the Department should achieve by 2015. Work has already begun
on developing a new risk framework, which will assess and monitor our strategic risks against the planned
objectives.

We have also refreshed the way in which the Department reports on performance in order to ensure that the
management information is more meaningful and better tailored to the Board and the Department as a whole, thus
helping to improve the governance of the Department. These reports now incorporate stewardship data (including
progress made in reducing headcount in order to meet workforce projections), progress against milestones and
business impact.

The establishment of the cross-departmental Non-Executive Board Members’ Network by Lord Browne provides
members with a valuable forum and the opportunity to share ideas and identify and address common areas of

challenge across all departments.

We acknowledge that there is more to be done on risk and performance, but we recognise the improvements that
have been achieved so far, and overall we are encouraged by the progress we are making. At this time it is more
important than ever that we continue to strengthen our collective strategic and operational leadership and further
develop the arrangements for risk management in order to ensure that the Department continues to deliver

effectively across the board, from policy-making right through operational delivery to performance management.

Rona Fairhead (Non-Executive Board Member and Chair of Audit and Risk Committee)
Dame Barbara Stocking (Non-Executive Board Member)
lan Davies (Non-Executive Board Member)

14
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OUR PERFORMANCE 2010/11

In line with the Government's commitment in 2010/11, the Cabinet Office produced, and worked according to, a

challenging Structural Reform Plan (a copy of the full Business Plan can be found at
www.cabinetoffice.gov.uk/resource-library/cabinet-office-business-plan), which sought to enable changes across

government and the wider political and constitutional system, as well as build a Big Society across Britain.

In summary, the Cabinet Office achieved 73% of the plan’s activities on time — some other tasks were completed
shortly after the target date. Some of the Department’s actions involved working across Whitehall to implement
processes for departments to follow in order to improve transparency and efficiency, which meant that

implementation was out of the direct control of the Cabinet Office.

Further details of the Cabinet Office’s performance against its Structural Reform Plan can be found at

www.numberl0.gov.uk/other/2010/07/structural-reform-plans-53023

Summary of progress on actions against the Structural Reform Plan, 2010/11

Priority

No. of
actions

No. met on
time

No. missed
by <1 month

No. missed by
<2 months

No. missed
by <3 months

Drive efficiency and
effectiveness in
government

43 29 6 4 3

Increase transparency

in the public sector 10 8 1 1

Reform our political
and constitutional
system

Build the Big Society 12 10 2

Promote social
mobility

Input and impact indicators

The Cabinet Office will begin reporting on these from July 2011.

15
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Building a new government — and a Big Society

With a new government in place — and the first coalition since 1945 — much was demanded of the Cabinet Office
teams and people in 2010/11. As well as managing the transition to a new administration, the Department began
wide-ranging reforms across government, continued the move towards transparent use of public data and led the

way towards a more proactive society that will do more for itself, relying less on the Government’s help.

Managing the transition and supporting the Coalition Government

In the run-up to the May 2010 General Election, there was increasing speculation about the prospect of a hung
parliament and uncertainty about what this would mean for the process of government transition, in particular for the
Civil Service. It was therefore important that the Cabinet Office led the way in preparing for all the possible
scenarios. This included working with other departments in order to ensure that they were well prepared for a

possible transition and work at the centre of government in order to manage the transition itself.

In February 2010, the Cabinet Secretary published a draft chapter from the planned Cabinet Manual on elections
and government formation. This was the subject of a short inquiry by the House of Commons Justice Committee
and provided useful guidance for the public, media and those involved. Following the General Election, and with the
approval of the then Prime Minister Gordon Brown, the Cabinet Office provided support to parties engaged in
discussions on the formation of a government. This involved logistical support, provision of factual information and
advice on constitutional process and was subject to strict rules and the requirements of the Civil Service Code. After
the formation of the new government, the Cabinet Office supported the development of the Coalition Government’s

Programme for Government, which set out the actions the Government intends to take during its five-year term.

Reforming the political and constitutional system
As set out in the Programme for Government, the Government is committed to fundamental political and
constitutional reform. In the first year of the Coalition Government’s ambitious programme, significant progress has

been made.

Achievements against the Structural Reform Plan

e Introduced legislation to set the date of the next General Election as 7 May 2015

e |dentified and implemented first tranche of measures for cutting the ‘perks and bureaucracy’ of Parliament
e Published the Senior Salaries Review Body'’s report on MPs’ pensions

¢ Introduced legislation to enable a referendum on the Alternative Vote on 5 May 2011

e Introduced pilots for new ‘public reading stage’ for bills
e Presented proposals to the House of Commons in order to ensure that any petition which secures 100,000
signatures within a given year will be eligible for formal debate in Parliament, and that the petition with the

most signatures will be tabled as a bill

16
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e Delivered the Parliamentary Voting System and Constituencies Act 2011, which allowed

e voters to express their views on the electoral system for the first time in a national referendum, provided for
a reduced number of MPs from 650 to 600 and set up a process to redraw more equal parliamentary

constituencies

e Started a major programme to deliver individual electoral registration, which will modernise the system,

tackle electoral fraud and improve completeness of the Electoral Register

e Created a cross-party group in June 2010 to develop the first ever full draft bill on House of Lords reform,

which is now being given pre-legislative scrutiny by a Joint Committee of both Houses of Parliament

e Introduced a Fixed-term Parliaments Bill in July 2010 which provides for the next election to be held on 7

May 2015 and for fixed five-year parliaments thereafter.

Driving efficiency and reform across government

The Cabinet Office has brought together expertise from across government in order to form a strong corporate
centre with HM Treasury, which has a role similar to that of the corporate headquarters of a large conglomerate.
This approach has enabled the centre to look across departmental boundaries in order to tackle waste, improve
efficiency and reform the way services are delivered. By creating a smaller, more focused centre of government, the
Cabinet Office has been able to focus on cross-cutting opportunities so as to help departments save money while
protecting front-line services, and build the foundations for lasting reforms in the way public services are delivered.
This has already led to significant success, with savings across departments of over £3 billion in 2010/11, and a

number of reforms are under way.

Achievements against the Structural Reform Plan

e Established the Efficiency and Reform Group as the central authority for the Government’s major projects

e Renegotiated contracts with major suppliers, halting or curtailing major projects and reducing spending on

advertising and marketing

e Reviewed existing IT projects; encouraging more transactions between citizens and government to happen

online

e Reduced the size of the Civil Service estate and froze recruitment to non-essential back office Civil Service
posts, reducing the size of the Civil Service by 17,000 between June 2010 and the end of the last financial

year
e Imposed a moratorium on central government advertising

e Reviewed over 900 public bodies across government, leading to proposals to abolish, merge or reform over
half of them

e Reduced discretionary spending including spend on consultants and the use of agency staff

e Achieved better deals for government by buying certain goods and services, such as travel and energy,

centrally to secure the best price and simply by buying less
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e The mutuals taskforce set up by the Cabinet Office encouraged public sector staff to form their own
employee-led organisations, launched 21 mutual pathfinders across the public sector and designed a

support programme that will provide a £10 million package of support for fledgling mutuals.

e Work has also begun on preparing the first Whitehall mutual, bringing together employees, government and
the private sector in order to deliver improved pension administration services for the Civil Service. The
Cabinet Office has also brought together experienced practitioners to help to identify and support the

creation of future mutuals.

Case study: Supplier renegotiations

The Commercial Portfolio Team was created within the Cabinet Office in order to renegotiate contracts with the
Crown’s most strategically important suppliers. This was the first time the Government had carried out centralised
supplier management in this way. A programme of negotiations led by the Minister for the Cabinet Office and

commercial directors delivered over £800 million in savings by the end of the financial year.

Following on from this programme, the Government has expanded centralised supplier management by appointing
a number of Crown Commercial Representatives — mainly drawn from departments’ existing commercial directors —
in order to manage relationships with key suppliers on behalf of the Crown. These representatives are continuing to
drive savings and efficiency across government.

Increasing transparency in the public sector

In January 2010, the Cabinet Office created the website data.gov.uk, which contains a broad range of information
about all areas of public sector activity. During 2010/11, the number of datasets available through the service
doubled to over 6,000, with around 100,000 visitors each month. For example, people can now see local crime data,
weekly population levels in each prison and spending on, for example, the government car service and council road
repairs.
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Achievements against the Structural Reform Plan

e Published details of senior civil servants (including those in public bodies) with salaries of more than £150,000

e All departments and government agencies are now required to publish the names, grades, job titles and pay

of their staff, as well as charts showing their organisational structure

e Published all new central government tender documents above £10,000 on a single website, free of charge,
called Contracts Finder (www.contractsfinder.businesslink.gov.uk), allowing people to find out what the
Government is buying and enabling more providers, including small and medium-sized enterprises (SMES), to

bid for work

e Worked in partnership with HM Treasury to require full online disclosure of all central government spending
over £25,000

e Worked with the Department of Energy and Climate Change to introduce transparency in energy use in

government headquarter buildings

e Worked with the Transparency Board to set requirements for departments to publish data in an open and

standardised format, so that it can be used easily and with minimal cost to third parties.

Work has also begun with BIS on creating a Public Data Corporation. This will establish a common data policy,

licensing approach, pricing structure and regulatory regime for data held by government.

Case study: Traffic Injury Map

Traffic Injury Map (www.road-injuries.info) is an online mapping service that enables users to look at key road
traffic injury locations in their neighbourhood (between 2007 and 2009). The distribution of road traffic injuries
around a specific location can be visualised, making people more aware of areas in their community where they

need to take extra care.

Building the Big Society

Over the past year, in partnership with a range of outside organisations, the Cabinet Office has set out, in a paper
called Growing the Social Investment Market: A vision and strategy, the Government's ambitions for a thriving social
investment market. The Department also developed plans in the Giving White Paper to make it easier and more
attractive for people to give time and money to good causes. The recently published Open Public Services White
Paper set out the Government’s ambitions for modernising public services by giving people greater choice,

decentralising power, opening up provision to a range of new providers and ensuring fair access.
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Achievements against the Structural Reform Plan

e Made available a £100 million transition fund to voluntary and community organisations, charities and social
enterprises in England in order to help them to manage the transition to a tighter funding environment and
take advantage of opportunities presented by the Big Society

e Undertook a competitive tendering process to provide 10,000 places for 16-year-olds to take part in the
National Citizen Service programme in summer 2011

o Worked with departments in order to develop and publish proposals for supporting civil servants in becoming
more involved in social action

e Worked with the Department for Culture, Media and Sport and HM Treasury to publish a Green Paper on
giving so as to incentivise more social investment, philanthropy and giving, incorporating insights from
behavioural science

e Appointed a national partner to train community organisers and develop their core syllabus. Over the next six
months, the first of 5,000 community organisers will receive training and support in order to help to engage
people with their communities

e Set up a Big Society Bank in order to help social enterprises, charities and voluntary organisations to access
more resources. The first round of proposals made by independent advisers Sir Ronald Cohen and Nick

O’Donohoe has been endorsed by ministers.

Case study: The Big Society Awards — Wotton under Edge Swimming Pool Club
The Big Society Awards have been created to recognise individuals, groups or organisations that are
demonstrating Big Society principles in their work or activities. The Cabinet Office, working closely with the Prime

Minister’'s team, has been involved in selecting the winners.

A recent winner is Wotton under Edge Swimming Pool Club, a group of swimming enthusiasts and local
supporters of the pool. Many have given their time and expertise for many years in a number of ways, including
maintenance, lifeguarding and working on large projects for developing the pool, such as its retractable

‘greenhouse’ roof.

When it looked as though the pool might have to close, the Wotton under Edge Swimming Pool Club proved its
dedication to the pool and the community by working with the local council to look at options to secure its future.
With the support of the Club, the local council held a rare parish poll, allowing everyone in the town a say on
whether they wanted to pay a slightly higher council tax in order to allow local people to take over the running of

the pool themselves.

The referendum was passed by over 90%. Club members worked hard with the council to form Wotton under

Edge Swimming Pool Ltd, which has taken on the running of the pool and its future development.
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Strengthening the performance of the Civil Service

The Cabinet Office has worked with Secretaries of State and officials across 16 ministerial departments in order to
establish Enhanced Departmental Boards, which will provide the collective strategic and operational leadership of
each department. Fifty Non-Executives have been appointed to sit on the Boards, and a Board Protocol setting out
the role and function of Boards has been published. Work is continuing on supporting the Boards and agree a

framework for reviewing their effectiveness.

Achievements against the Structural Reform Plan

e Published new protocols for departmental Boards

e Supported departments in recruiting and appointing departmental Lead Non-Executive Board Members

e Reformed the Civil Service Compensation Scheme, with appropriate consultation

e Putin place new arrangements for Civil Service Learning

e Reviewed the Principal Civil Service Pension Scheme (PCSPS), which covers more than 200 employers and
has 1.5 million members. This led to new governance arrangements, which were highlighted in the final report
of the Independent Public Service Pensions Commission chaired by Lord Hutton and were suggested as a
model of best practice for other public service pension providers

e Updated the Capability Review process and worked with departments on publishing Capability Action Plans
that assesses their strengths and weaknesses and sets out the steps they will take to improve.

e The Cabinet Office has also been developing a programme of reforms to Civil Service performance
management arrangements, in order to strengthen accountability and improve financial and people
management. The Department has also worked closely with the national trade unions on a wide range of HR

issues.
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Case study: Next Generation HR
Next Generation HR aims to improve the quality and professionalism of HR services in government, while
reducing their cost by half and increasing the HR-to-staff ratio to 1:100 (all sectors upper quartile). The project,
overseen by the Cabinet Office, will realise savings of around £300 million per annum and will see a headcount
reduction of 4,500 people by April 2013.
To date, the programme has:
e created shared expert services and begun the downsizing of departmental HR
e rolled out a common recruitment IT system to 40% of the Civil Service (in 2010/11), with plans well
advanced for another 20% in the first half of 2011/12
e created a single learning portal, allowing all civil servants to access new and more cost-effective training
according to a common curriculum
e introduced new procurement controls on learning and development
e strengthened the management of Civil Service HR by appointing the first Head of Government HR
Operations

e created an HR graduate recruitment scheme to strengthen the future government HR team.

Promoting social mobility

The Government is committed to improving social mobility. No one should be prevented from fulfilling their potential
by the circumstances of their birth. Improving social mobility is the principal goal of the Government’s social policy.
This is a long-term objective that requires action across government and from many others in society, including
businesses, universities and individuals. Policies such as the Pupil Premium and expanding childcare provision for

the most disadvantaged are key elements of this approach.

Achievements against the Structural Reform Plan

e Established a Ministerial Group chaired by the Deputy Prime Minister in order to drive forward action on social

mobility across government

e Appointed Alan Milburn as the Government’s Independent Reviewer on Social Mobility to hold the

Government to account on progress in promoting social mobility

e Developed a comprehensive cross-government strategy on social mobility published on 5 April 2011, setting
out a range of policies and actions across the whole life cycle, from early intervention during the foundation

years, through school age, the transition from education to work and during adulthood.

e Launched a pilot Whitehall internship scheme which offers opportunities in every central government

department to talented individuals from under-represented backgrounds.
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Case study: Whitehall Internship Scheme

Three complementary programmes have been designed as part of the new Whitehall Internship Scheme. They
will provide meaningful professional experiences that will help people to develop transferable skills which can be
harnessed in future life and employment. There will be a transparent process for all placements in order to ensure
fair access, creating a more accountable Civil Service and producing a level playing field. The three programmes

will run:

e at undergraduate/graduate level, building on the existing Fast Stream internship structure to attract
talented individuals from under-represented groups. The six to nine-week summer programme will help to
develop skills and career prospects and provide understanding of the wide-ranging opportunities that the
Fast Stream graduate programme and the Civil Service can offer

e at college level, providing placements in order to help people from under-represented backgrounds
increase their professional experience and workplace skills. This scheme will involve a two-week
internship within a Whitehall department, including meeting senior figures, an opening and closing
reception, and two weeks’ work experience

e at secondary school level, running day-long programmes that aim to broaden horizons and tackle the
poverty of aspiration that holds back too many young people from under-represented backgrounds. The
programme will involve talks by ministers and senior civil servants, tours round departments and a visit to

Civil Service Live.

The college and secondary school level internship schemes will be piloted during summer 2011.

Reducing carbon emissions across government

The Prime Minister announced on 14 May 2010 that this would be the ‘greenest government ever’ and that, as part
of this, central government would reduce its carbon emissions by 10% within 12 months. The Cabinet Office
coordinated the effort across departments to meet this target, and the final result was an almost 14% reduction.
Over the 12 months to 13 May 2011, the Government reduced carbon emissions from its office estate by 105,000
tonnes on the previous year. The saving amounts to a reduction of nearly 238 million kilowatt hours in energy

consumption, and we estimate that this will reduce the Government’s energy bills by £13 million during that period.
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REPORTING ON BETTER REGULATION

The Cabinet Office sits at the centre of government, with an overarching purpose of making government work

better; consequently, it produces very little regulation of its own.

The Better Regulation Executive, located in BIS, leads better regulation work across government and also plays a
lead role in driving through a programme of activities that simplify and reduce regulation. Information about reducing
regulation can be found on the BIS website at www.bis.gov.uk/policies/better-regulation/better-regulation-

executive/reducing-regulation-made-simple

Like all government departments, the Cabinet Office has a Board Level Champion, whose role is to embed this new
approach to regulation across the Department, and a Better Regulation Unit that provides advice and guidance on

the regulatory framework, impact assessments, consultations and coordination of the Statement of New Regulation.

Reducing the regulatory burden on business and civil society organisations

The Cabinet Office is working with other government departments in order to reduce the volume and cost to the
economy of regulation — in particular, the regulatory burden on business and civil society organisations. The goal,
where possible, is to remove or simplify existing regulations, reduce the volume of new regulation by introducing
regulation only as a last resort, improve the quality of new regulation and move to less onerous and less

bureaucratic enforcement regimes.

Statement of new regulation: One-in, One-out rule

The One-in, One-out (OIOO) rule was launched on 1 September 2010. All measures implemented from the
beginning of the 2010 Parliament are subject to the OIOO rule. The scope of OIOO includes any new primary or
secondary UK legislation that imposes an equivalent annual net cost on business or civil society organisations. For
any net cost imposed on business (‘ins’), existing regulations with an equivalent value must be identified and recast

or repealed ('outs’).

The One-in, One-out: Statement of New Regulation is published on the BIS website at www.bis.gov.uk
/assets/biscore/better-regulation/docs/o/11-p96a-one-in-one-out-new-regulation.pdf.

The Cabinet Office was responsible for two ‘ins’ and no ‘outs’ during 2010/11; these were published in the
Statement.

e Charities Act 2006 — Exempt Charities: To appoint a principal regulator for academies, sixth-form colleges,
and foundation and voluntary schools; to re-confer exempt charity status on sixth-form colleges and
voluntary and foundation schools to avoid their having to register with the Charity Commission and
becoming subject to dual regulation.

e Charities Act 2006 — Charitable Incorporated Organisation (CIO): To create the CIO. This is the first
incorporated legal structure designed specifically with the needs of charities in mind. These regulations
were scheduled to come into force in spring 2011 at zero cost to business and civil societies. Both

regulations will not now come into force until autumn 2011.
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Review of regulatory stock
The online forum Your Freedom was launched on 7 July 2010; this gave the public an opportunity to suggest laws

and regulations affecting individuals and businesses that could be scrapped.

In addition, Graham McBain, a lawyer, wrote to the Cabinet Office and the Lord Chief Justice and outlined a list of
obsolete laws for repeal. Work began in autumn 2010 to review the 193 suggestions received by Your Freedom,

along with the 89 repeal proposals from Mr McBain.

The role of the Regulatory Policy Committee

The role of the Regulatory Policy Committee (RPC) is to comment on the analysis and evidence of impact
assessments submitted by departments and validate the figures. The Cabinet Office submitted one impact
assessment to the RPC during 2010/11. This was the final impact assessment for the Public Bodies Bill (enabling
the Government to amend, abolish or transfer the functions of certain public bodies through secondary legislation),

which was deemed to be fit for purpose.

Consultations
Ongoing dialogue between the Cabinet Office and stakeholders is an essential part of the policy-making process.
When developing a new policy or considering a change to existing policies, processes or practices, Cabinet Office

policy-makers often conduct both formal and informal consultation exercises.

During 2010/11, the Cabinet Office carried out nine consultations:

e Civil Contingencies Act Enhancement Programme: Phase 2 — Consultation on revised chapters of
Emergency Preparedness — Civil Contingencies Secretariat

e Giving Green Paper — Office for Civil Society

e Taking Account of the Uniplex Case (C-406/08, Judgement on 28 January 2010) — Office of Government
Commerce

e Supporting a Stronger Civil Society — Office for Civil Society

e Modernising Commissioning: Increasing the role of charities, social enterprises, mutuals and cooperatives
in public service delivery — Office for Civil Society

e The Role of Local Resilience Forums: A reference document — Civil Contingencies Secretariat

e Draft National Strategic Framework on Community Resilience — Civil Contingencies Secretariat

e Making it easier for charities to sell and make other disposals of land: Consultation on extending the
definition of “qualified surveyor” in section 36(4) of the Charities Act 1993 — Office of the Third Sector (now
the Office for Civil Society)

e Cabinet Office Business Plan — consultation on the transparency section of the Business Plan — Finance

and Estates.
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OTHER REPORTING REQUIREMENTS

Transparency
In line with the Government’s commitment to help achieve greater transparency in its procurement activities, the
Cabinet Office publishes online its tenders and contracts over the value of £10,000. By 31 March 2011, 86% of

tenders issued and 100% of contracts awarded had been published on the Contracts Finder database.

The Cabinet Office also publishes monthly data on its expenditure over £25,000. This information can be found at

www.cabinetoffice.gov.uk/resource-library/cabinet-office-spend-data

Sustainable development

The Cabinet Office is working to embed sustainability at the heart of its operational and business activities. The past
12 months have seen completion of a number of key projects and the Department has significantly improved its
performance against its sustainability targets. Bringing about substantial reductions in its carbon footprint remains a
Cabinet Office priority. In the last financial year, the Department has:

e reduced its carbon emissions by more than 14% within the year, meeting the Prime Minister’s challenging
carbon reduction target announced in May 2010

e published real-time energy data for its HQ buildings at 70 Whitehall and 10 Downing Street online on the
Carbon Culture web pages’

e continued to improve its waste profile, driving down the total waste arising and increasing the proportion
recycled. Much of this has been achieved by improving segregation of waste streams and recovery of
recyclable materials at the waste handling plant. In the last year, the Department has also introduced food
waste collections which have had a further positive impact on performance

e substantially reduced its water consumption over recent years through a number of initiatives, including
fitting waterless urinals, installing flow restrictors and passive infra-red sensors to taps, and introducing

rainwater harvesting.

Cabinet Office Central London estate energy profile, 2010/11

Spend (£) Consumption (KWh) Carbon emissions (Tonnes)

1,561,127 13,050,513 5,641

Cabinet Office Central London estate waste profile, 2010/11

Waste (tonnes) 1,188.17

Total recycled (tonnes) 1,044.08

! 70 Whitehall energy data: www.carbonculture.net/orgs/cabinet-office/70-whitehall/; 10 Downing Street energy data:
www.carbonculture.net/orgs/number10/10-downing-street/
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Cabinet Office Central London estate water profile, 2010/11

Total water consumption (m3) 23,026

Total water expenditure (£) 31,344

Complaints to the Parliamentary Ombudsman

The Cabinet Office has not received any complaints from the Parliamentary Ombudsman’s Office.
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Performance in responding to correspondence from the public
The Cabinet Office is different from other government departments in that it does not provide front-line services to
the public. It therefore does not receive a large amount of public correspondence. Instead, it receives extensive

ministerial correspondence.

All government departments put together data on correspondence between Members of Parliament and ministers
by calendar year and this is published as a Written Ministerial Statement by the Minister for the Cabinet Office. The
detailed information can be found at
www.publications.parliament.uk/pa/cm201011/cmhansrd/cm110328/wmstext/110328m0001.htm#1103283000002

The data relating directly to the Cabinet Office for March 2010 to March 2011 is as follows:

Target set for reply (working days): 15
Number of letters received: 3,048
Percentage replied to within target: 58%

Performance was affected by a 111% rise in correspondence following the creation of the new Government and

machinery of government changes. Measures have been put in place to improve performance in 2011.

Freedom of information requests

The information for freedom of information requests within 2010 is published in quarterly figures within the ‘Freedom
of Information’ section on the Ministry of Justice’s website at www.justice.gov.uk/publications/statistics-and-
data/foi/implementation.htm

From 1 January to 31 March 2011, the Cabinet Office received 395 requests (including requests to the Prime
Minister’'s Office).

Monitoring spend on consultancy and temporary staff

Measures to control spending were introduced as a result of the freeze on consultancy and interim managers and
other temporary staff announced by the Chancellor of the Exchequer in May 2010. These measures had a
significant impact on the Cabinet Office’s use of external resources, even though the Department gained extra

business functions from other departments following the formation of the Coalition Government.

Expenditure by Cabinet Office on consultancy in 2010/11 reduced by over 50% compared with 2009/10 and
expenditure on temporary staff reduced by some 40%."

! Based on re-stated spend for 2009/10.
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Recruitment practice
All recruitment within the Cabinet Office is carried out in accordance with relevant employment legislation and within
the framework laid down by the Civil Service Order in Council 1995 and the Recruitment Principles issued under it

by the Civil Service Commission.

For the period 1 April 2009 to 31 March 2010, the total number of vacancies was 187. This reduced to 153
vacancies in 2010/11, including an overall reduction in external recruitment campaigns as a result of the freeze on

recruitment from outside the Civil Service.

Number of Senior civil servant or Non-senior civil servant Total

vacancies equivalent

2009/10 2010/11

2009/10 2010/11 2009/10 2010/11
Internal 21 15 103 134 124 149
External 2 4 61 0 63 4
Total 23 19 164 134 187 153

In addition, the Cabinet Office continues to support efforts to enhance the employability of young people through the
Apprenticeships programme and intern opportunities. In 2010/11, four Apprenticeship offers were accepted and
three apprentices joined the Department. In addition, seven opportunities for undergraduate and graduate

internships were filled as exceptions to the freeze on recruitment from outside the Civil Service.

Public appointments and reappointments
As at 31 March 2011, the Cabinet Office sponsored 13 non-departmental public bodies (NDPBs) 3 executive
NDPBS and 10 advisory NDPBs.

Between 1 April 2009 and 31 March 2010, there were 20 appointments, of which 17 were new appointments and
three were reappointments. The largest number of appointments made was seven in the Advisory Committee on
Business Appointments and five in the Senior Salaries Review Body. The only reappointments' made through this
period were in the Senior Salaries Review Body, where three were made.

For 2010/11, there was only one new appointment in the House of Lords Appointments Commission. There were 13
re-appointments — eight in the Civil Service Appeal Board, four in the Committee on Standards in Public Life and

one in the Security Vetting Appeals Panel.

! Reappointments can only take place if the Board member has performed satisfactorily during their current term of appointment and
performance appraisals are conducted to establish that this is the case.
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Update on Public Accounts Committee recommendations

TWELFTH REPORT: Central government’s use of consultants and interims

Public Accounts Committee
(PAC) Conclusion 1: The
Cabinet Office should require
all departments to record their
spending on consultants and
interims on a consistent basis
and routinely measure the
benefits delivered against the
objectives set, so that a
government-wide view of the
value provided by consultants
and interims can be
established.

1.1 The Cabinet Office has introduced a range of spending controls to
include new guidance, as follows:

a) Consultancy spend of £20,000 or over must have departmental approval.
b) All new and existing contracts of £20,000 and above must be submitted
for approval every three months from the date of contract commencement.
c) Any requests to sign new contracts or prolong existing contracts to last
longer than nine months must be submitted for approval by the Chief
Secretary and the Minister for the Cabinet Office.

d) Departments must publish on Contracts Finder a statement of the value
to be delivered from all approved contracts of £25,000 and above.

1.2 Although improved, gaining consistently accurate departmental data still
proves challenging. Work is under way to further enhance the spending
reports submitted from departments in order to make the collection and
validation process more efficient and accurate.

1.3 Work has progressed in developing and implementing a new
procurement model for acquiring these services which will see:

a) all requirements below £100,000 procured via the open market using the
government e-marketplace

b) all other spend being procured, on behalf of departments, via the
government procurement delivery centre which will utilise a new single
framework contract for central government — replacing the existing myriad
of various different consultancy contracts.

1.4 For genuinely unigue requirements that represent particularly high risk
for departments, they will be able to apply to the Cabinet Office for approval
not to use either of these channels in order to undertake procurement
direct.

1.5 The Cabinet Office is working with departments to build and implement
a consistent way of measuring the performance of consultants which will
enable comparison of suppliers’ performance and, through publication of
these performance levels, encourage continuous improvement and
enhanced value for money.

PAC Conclusion 2: There are
legitimate reasons for
differences between
departments but they and the
Cabinet Office both need a
better understanding of what
level of use is justified by the
nature of the department's
business, the degree of change
underway and the department's
progress in developing the in-
house skills it needs. The
Cabinet Office should require
each Department to prepare an
annual assessment of need to
support its proposed
consultancy budget and should
evaluate spending against this

2.1 The measures already described within the response to Conclusion 1
are designed to ensure that departments do not have a high dependency on
consultants and that other options, particularly the use of civil servants, are
explored before consultants are engaged.

2.2 It is good practice for departments to consider their future consultancy
needs as part of their annual business planning process and the Cabinet
Office will be recommending this approach to departments as part of the
2011/12 controls and delegated authority process. The Government
believes that it is for departments to centrally evaluate spending against
plans.

2.3 These measures, when coupled with greater centralisation of the
procurement of consultants, will ensure better transparency of how the
Government uses consultants, including the associated cost and the types
of consultancy work that has taken place over the course of each financial
year. This information will inform how the Government should further grow
in-house skills to reduce reliance on consultants.

30




Cabinet Office Annual Report and Accounts 2010-11

plan at year end.

PAC Conclusion 3: The Cabinet
Office anticipates resurgence in
consultancy spending as new
policies are developed and
implemented. The Cabinet
Office should require each
department to report what
consultancy spending has been
cut in 2010-11 and why, so that
it understands the impact of
recent reductions.

3.1 The measures already in place, in particular the implementation of
Departmental Approval Boards consisting of commercial, HR and finance
representatives, ensure that consultancy expenditure is kept under the
necessary level of control, that spend is in balance with business need and
that we use consultants only in cases of operational necessity.

3.2 This, combined with the move to a centralised approach to the
procurement of consultants, will ensure continued control on demand and
drive greater value for money through better procurement. The
Government’s aim is to always consider using civil servants before resorting
to external resources, and measures now in place support this aim.

PAC Conclusion 4: The Cabinet
Office should meet the
commitment it gave us to
establish clear categories of
consultancy spending by the
start of the next financial year
and should also require arms
length bodies to report their
spending against these
categories from 2011/12.

4.1 The measures introduced in May 2010, revised and enhanced in March
2011, require Permanent Secretaries to approve requests before arm’s-
length bodies (ALBs) can engage consultants for spend over £20,000 or
where the contract is expected to last longer than nine months.

4.2 Furthermore, since May, all departments have been required to report
their consultancy spend to the Cabinet Office on a monthly basis, including
that of their ALBs.

4.3 This Government has, therefore, set the standards that it expects ALBs
to follow; it has communicated these standards and will hold departments to
account for providing data on ALB spend.

PAC Conclusion 5: The Cabinet
Office and departments should
increase the emphasis they
place on programme and
project management and IT
roles, both to grow these skills
within government and to retain
skilled staff. They should also
collect better data on the
experience of staff in key roles,
such as the Senior Responsible
Owners of major projects, to
identify gaps and deploy the
best people where they are
most needed.

5.1 Progress has been made in strengthening the leadership of the
Government’s major projects and programmes under the leadership of the
Cabinet Office, which is simultaneously improving the skills and capability of
Senior Responsible Owners (SROs). During summer 2010, the Efficiency
and Reform Group (ERG) reviewed 31 major projects which has resulted in
recommendations on the rescoping and restructuring of projects. The Major
Projects Authority (MPA), which was established in November 2010 and
started work in April 2011, will result in a sea-change in the way in which
projects are managed and will significantly strengthen and improve
government’s capacity and capability to manage what is a highly complex
project portfolio.

5.2 The Cabinet Office is already developing the skills of civil servants,
including the capability of SROs, and is doing this through its programmes
to fast-stream ICT and procurement professionals. It is the view of the MPA
that the level of authority and performance of the SRO role should be
elevated further up the Department and supported by Accounting Officers
within their overall business responsibilities; this issue will be addressed as
part of the engagement with departments to establish oversight and
management of the Government’s Major Projects Portfolio.

PAC Conclusion 6: In making
decisions about where savings
should be made, each
department should prepare a
robust analysis of the skills it
needs to develop through
training and should take into
account the cost of acquiring
those skills from elsewhere.
Short-term financial cuts which

6.1 The Government is taking action to improve the efficiency and
effectiveness of learning and development through establishing a
consolidated approach to the provision of all generic training that removes
duplication and increases quality. It is committed to ensuring that the Civil
Service continues to develop skills in-house and that these skills are
focused directly on business priorities.

6.2 A ‘Common Curriculum’ for all civil servants has been established and
the large number of separate and inconsistent learning products currently
offered or procured by departments will be replaced by a single portfolio of
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lead to longer term additional
expenditure does not constitute
value for money.

training, leading to significant improvements in approach and better value
for money through more effective, larger scale procurement. Further, there
will be a decisive shift to the use of blended learning, combining both work-
based and e-based solutions, and a reduction in costly face-to-face
classroom-based provision.

6.3 Line managers will also play a greater role in identifying requirements
and coaching and supporting staff to develop skills. Heads of Profession will
retain responsibility for setting the skills requirements for their own
professions, and departments will retain responsibility for business-specific
training and will be supported by the new arrangements.

PAC Conclusion 7: A better
balance needs to be found
between ‘time and materials’
based contracts and those
based on a fixed price or
incentive. The Cabinet Office
should encourage departments
to increase the proportion of
contracts they let on a fixed
price or incentive basis,
recognising that to use such
contracts effectively,
departments must first improve
their ability to define clearly the
output required.

7.1 Time and materials continues to be the most common method of
payment for consultancy in both the public and private sectors. Some
departments have been more sophisticated than the private sector when it
comes to buying consultancy.

7.2 The Government is centralising the procurement of consultancy, which
will provide greater transparency in the requisition of consultancy, both
above and below the EU threshold.

7.3 As part of the enhancement of the spending data collection from
departments, the Government will be gaining data on the type of
commercial model used, which will enable better understanding of when
and where best to apply alternative models by highlighting instances of best
practice.

7.4 The new single framework contract for central government will contain
within it a clear mechanism to better enable the use of alternative
commercial models in accordance with what the consultant is expected to
deliver; whether an outcome-based or ‘risk and reward’ contract is most
appropriate, these will be applied.

PAC Conclusion 8: The Cabinet
Office should consider how
they could help departments
share relevant information
about the performance of
suppliers to allow others to
learn from their experience, so
that Departments become more
intelligent buyers and poor
suppliers are not offered repeat
business.

8.1 Significant progress has been made since May 2010, in terms of both
the data available on consultancy spend across government and the
increased knowledge of the supplier base, evidenced through the Supplier
Renegotiation Programme. This programme of work has progressed quickly
and is expected to deliver £800 million in savings across a number of
categories of spend.

8.2 Work on centralised procurement will ensure that there is a consistency
of rates reflecting the scale of activity that is carried out with the Crown as a
whole.

8.3 Work is planned for later this year to build and implement a performance
measurement system that will enable comparison of performance so that: a)
suppliers are motivated to improve performance; and b) departments
become more informed buyers and can determine appropriate management
strategies that will enable improved performance and enhanced value for
money.

8.4 The requirement for departments to publish on Contracts Finder a
statement of the value to be delivered from all approved contracts of
£20,000 and above will hold both buyer and supplier accountable for the
return on investment of the spend committed.
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SIXTEENTH REPORT: Government on the Internet: Progress in delivering information and services online

PAC Conclusion 1: To prevent a
recurrence of the proliferation of
government websites, no new
ones should be established
without the agreement of the
Government’s Chief Information
Officer in the Cabinet Office.

1.1 Good progress is being made. By the end of March 2011, the
Department Website Reviews collated by the Central Office of
Information (COI) had identified a total of 2,059 central government
websites and 1,496 of them (73%) had been closed.

1.2 Atight grip has been maintained on new central government .gov.uk
websites and newly formed non-departmental public bodies have used
either their sponsoring department’s website or
www.independent.gov.uk. Those that have been approved comprise a
single machinery of government change (education.gov.uk), a change
of name (for the Children’s Commissioner) and a temporary
development site (alpha.gov.uk). It is policy that all government
websites use the domain .gov.uk (except for the permitted .mod.uk,
.police.uk and .nhs.uk) and websites are being moved onto this domain
as appropriate.

1.3 Ongoing control of website proliferation will continue, as part of the
wider digital strategy across government, managed by the Government
Digital Service, which has responsibility for approving digital activity
across central government.

PAC Conclusion 2: The Chief
Information Officer (CIO) Council
should agree a methodology for
identifying the costs of websites,
to be applied by all departments
and agencies by the end of the
next financial year. An analysis
of these costings should be
included in the Delivery and
Transformation Group’s
Transformational Government
annual report.

2.1 The cross-government development of standards for measuring costs,
quality and usage was published in March 2009 following approval by
ministers:

0 Measuring website costs (TG128) can be found on the COI
website at www.coi.gov.uk/guidance.php?page=223.

0 Measuring website usage (TG116) is at
www.coi.gov.uk/guidance.php?page=229

0 Measuring website quality (TG126) is at
www.coi.gov.uk/guidance.php?page=138

PAC Conclusion 3: The Central
Office for Information, together
with the Cabinet Office, should
develop a methodology and
single set of measures for
analysing user data such as that
used by Transport for London to
make improvements in its
services. The agreed
methodology and the measures
should be applied by all
departments by the end of 2008—
09.

3.1 The not-for-profit industry body, ABC, was appointed to audit usage of
central government websites. This achieved an approximate 50%
saving to departments and 116 sites are registered for audit. The first
Annual Report on websites was published in June 2010 and can be
found at www.coi.gov.uk/websitemetrics2009-10

PAC Conclusion 4: The Cabinet
Office and the Central Office for
Information should establish and
agree with the CIO Council a
single set of quality standards
for government websites, which
should be implemented by all
departments. These should
include the performance of

4.1 Improvement of quality is not only a matter of standards and guidance,
but also practical support and education. An online interactive toolkit to
help public sector web staff to improve their skills was developed.
Based on a Usability Review commissioned by the Power of
Information Task Force, the toolkit addresses the top ten issues found
to be problematical to users. It can be found at www.coi.gov.uk/usability

4.2 Taken together with the work on costs, this provides a coherent and
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internal search engines and
facilities that allow the public to
provide feedback on public
services.

consistent set of requirements, guidance and a toolkit which enable
departments to improve the quality of government websites. It also
delivers public accountability for the cost and effectiveness of
government’'s web estate.

4.3 User behaviour in regard to searching has changed since the Public
Accounts Committee report was published and responding to this is
more important than simply introducing new technology. People now
increasingly use the major web search engines to identify the
information and location of the services they seek. For example, use of
search and click- through from the home page of Directgov is tiny
compared with accessing relevant Directgov content directly from web
search engines. Secondly, people are alerted to relevant content
through online social networks and then follow links sent to them.

4.4 A strategy has been developed for improving search that includes the
following:

a. Ensuring that people can find government website content through
web search engines by enabling web search engines to access and
index content from government websites. The requirement for this
is laid out in the web standard Exposing your website to search
engines (TG122). This can be found at
www.coi.gov.uk/guidance.php?page=246

b. Improving the helpfulness of the information through audience-
friendly text and information when it is displayed in web search
engine results. The requirements for this are described in a new
web standard on search engine optimisation, Search engine
optimisation (TG123) www.coi.gov.uk/guidance.php?page=331.
Reducing the number of websites has also helped people to
recognise the relevant site quickly in search result lists and has
saved them time.

c. Reviewing what people, businesses and patients seek and then
ensuring that the public sector delivers content that is easy to find,
access and understand so that content and services meet their
needs. With the two previous actions implemented, the issue
becomes less of one to do with the difficulty of finding and more
one of ensuring that the content people seek is available and that
they get all the content that is relevant to their enquiry. Directgov
and businesslink.gov.uk have led this work.

4.5 Good progress continues to be made on each of these actions.
Government is also building expertise in helping people to find what
they seek through both the web search engines and social networks.

4.6 In October 2010, Martha Lane Fox, the UK Digital Champion,
completed a strategic review of Directgov — Directgov 2010 and
beyond: Revolution not evolution. One of the recommendations from
this report was to ‘Make Directgov the government front end for all
departments’ transactional online services to citizens and businesses,
with the teeth to mandate cross government solutions, set standards
and force departments to improve citizens’ experience of key
transactions’.

4.7 Work is under way by the Government Digital Service, formed in April
2011, to ensure that all web and digital services from government meet
high-quality user-centred standards, leading to successful take-up and
completion of digital services across the public sector. This includes
rating and leaving comments on every piece of content in direct.gov.uk.
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These are collected and sent to teams across government departments
for review.

4.8 The Government Digital Service is also responsible for measuring and
assuring quality of digital public services more widely, and will agree
consistent management information on the quality of service delivery by
channel, including cost to serve and user satisfaction, for government
services in order to drive up the quality and take-up of digital public
services.

PAC Conclusion 6: In moving
services and information from
departmental websites to
Direct.gov.uk and
businesslink.gov.uk and
reorganising the material left on
departmental sites, all
government websites should
meet the accepted industry
standard of accessibility by
2011.

6.1 The standard for accessibility was published in June 2008. Delivering
inclusive websites (TG102) can be found at
www.coi.gov.uk/guidance.php?page=129; progress on implementation
was published by June 2010.

6.2 In the light of the updated W3C standard on accessibility, adopted by
the European Commission, COI has issued further advice to the public
sector allowing use of the updated standard. The guidance has been
revised in collaboration with the Office for Disability Issues and is
pending review.

6.3 Key actions in this area were agreed and listed in the Government’s
eAccessibility Action Plan, and these are all currently on track:
www.culture.gov.uk/images/publications/11-p110a-e-accessibility-
action-plan-update-january-2011.pdf

6.4 The Government has made clear its commitment to delivering
information and transactional services digitally by default, setting an
expectation that services will be accessed through digital channels. To
achieve this approach to service delivery digital services must be
designed to meet user needs, particularly in relation to accessibility. In
addition, appropriate assisted digital services will be developed for each
service to ensure that no one is excluded from accessing digital
services.

PAC Conclusion 7: The CIO
Council should require all
departments and agencies to
develop channel strategies,
which take into account the
needs of those without internet
access, by the end of the next
financial year, and to update
them every three years.

7.1 The Guidance on Channel Strategies was published on 3 September
2009 on the Cabinet Office website.

7.2 In November 2010 the Minister for the Cabinet Office announced that
government would become digital by default, making digital the
preferred channel for delivery of government services and information.
This offers the opportunity to rethink how services are delivered and to
make them easier to use for citizens and efficient to deliver for
government.

7.3 In moving to digital by default, no one will be excluded from accessing
services. The Government has a duty to provide for all and therefore a
strategy for assisting those who might otherwise be excluded will be
developed for each service.

EIGHTEENTH REPORT(2007-08 session): Improving corporate functions using shared services

PAC Conclusion 1: Government
lacks reliable information on the
cost of corporate services.
Departmental Management Boards
should receive clear information
on the cost and performance of
their corporate services on a
regular basis so that they can
consider the contribution these

1.1 Data for spend by all departments and arm’s-length bodies on finance,
HR, IT, procurement and estates during 2008/09 was published online
during 2009:
www.hmg.gov.uk/media/52718/benchmarkingthebackoffice.pdf

1.2 Building on this, data on these areas of spend plus communications,
legal services and knowledge and information management for
2009/10 was published online in February 2011:
http://data.gov.uk/dataset/oep-benchmarking-data-2009-10
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services make to key business
objectives and whether they are
providing value for money.

PAC Conclusion 2: Inconsistency
in the way corporate services are
recorded prevents regular
benchmarking to help secure
improvements in value for money.
The Cabinet Office should develop
standard definitions for what
constitutes corporate services and
how their costs and activities
should be reported. The Cabinet
Office should undertake regular
benchmarking exercises to
identify scope for further
efficiencies.

PAC Conclusion 3: It is not clear
how the £1.4 billion potential
annual savings from shared
services will be achieved. The
Cabinet Office will find it difficult
to drive improvements until it
obtains clear information on the
relative performance of
departments’ corporate services.
Departments should publish an
overview of their corporate
services performance in their
annual report, including an
analysis of costs by corporate
function, how shared services are
being used to improve value for
money, and performance against
centrally agreed benchmarks.

1.3 In addition, in May 2011, all departments published a report of
common areas of spend as part of their 2011 business plans. This
included reporting of cost of people, estates, procurement, major
projects, IT, operating costs, corporate services, fraud and error,
spend with SMEs and grants to VCSs.
www.number10.gov.uk/news/topstorynews/2011/05/department-
business-plans-updated-63798

1.4 From summer 2011, all departments will be reporting their spend on
HR, finance, procurement, legal services and communications on a
quarterly basis through the departmental Quarterly Data Summaries.
The publication of this data is increasingly enabling departments’ and
arm’s-length bodies’ leadership to assess their own spend on
corporate services against those of others in government.

1.5 The Cabinet Office is now pressing ahead with this agenda by
improving the consistency and comparability of this data. A new set of
definitions of common areas of spend is currently being tested with
departments — including common definitions of spend on IT, HR,
finance, procurement, legal services and communications. These
common definitions will provide an agreed basis against which
departments will, in future, publish their regular quarterly data
updates.

1.6 Action one and two have been completed

PAC Conclusion 4: The Cabinet
Office does not have sufficient
grip on the cost of its activities to
promote shared services. The
team set up to encourage the use
of shared services did not know
how much money it had spent or
how it was allocated across
different activities. To improve
performance and operational
efficiency, the team should
routinely record and analyse all its
expenditure and assess the cost
effectiveness of different
interventions.

PAC Conclusion 8: Further
savings could be achieved
through economies of scale if
more small departments bought
their corporate services from
larger departments. Smaller
departments should evaluate the

A small shared services team in the Cabinet Office is currently focused on
the development of a cross-government shared services strategic
operating model and plan — in response to our published business plan
commitments.
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benefits of buying corporate
services from one of the two
designated sellers — HM Revenue
and Customs and the Department
for Work and Pensions. To allow
this to happen, these two
departments must develop the
capacity to provide shared
services and market the benefits
to smaller public sector bodies.

PAC Conclusion 9: Whether or not
they move to using shared
services, public bodies will miss
potential efficiency savings if they
do not streamline their
administrative processes. Even
when shared services are not
adopted, public bodies should be
able to show that they have
mapped all the key processes in
their corporate functions and used
the results as a basis for driving
out waste.

The Cabinet Office is working closely with a number of cross-government
programmes focused on driving streamlined, consistent administrative
processes across government.

Government Procurement: Francis Maude recently announced the
creation of Government Procurement, an integrated organisation that will
reform procurement within central government. It will achieve this through
centralising the procurement of common goods and services, while
improving in technology, processes and government-wide procurement
resources. The overall strategy is to better manage total procurement
spend, in support of government’s cost reduction targets.

The Finance Transformation Programme is being led by the Economic
Secretary to the Treasury and comprises a range of projects to strengthen
financial discipline in government. These include projects to drive up the
cost effectiveness of the finance function, such as improving and
standardising financial processes, and implementing a common chart of
accounts across departments. Other aspects include working with the
Cabinet Office to migrate most finance operations to shared services, and
supporting the Government’s transparency agenda by improving the
quality and accessibility of finance and performance management
information.

The Next Generation HR Programme was set up to simplify HR
departments across the Civil Service and eradicate duplication wherever
possible. The first Head of Government HR Operations was appointed in
February 2011 with a remit to manage the performance — in terms of both
effectiveness and efficiency — of the HR function across the Civil Service
as a whole. Three expert HR service functions — Civil Service Employee
Policy, Learning and Resourcing — were established on 4 April to provide
services to all departments and their agencies. These functions are
funded by departments making a contribution to their costs and are
managed to set performance standards. They will enable substantial
savings within departments by removing duplication, streamlining
administrative processes and exploiting economies of scale.

TWENTY-EIGHTH REPORT: Accountability for public money

Letter from Chair to Sir Nicholas
Macpherson on draft Corporate
Governance Code

HM Treasury and the Cabinet Office ensured that the Corporate
Governance Code was consistent with PAC comments.

37




Cabinet Office Annual Report and Accounts 2010-11

Thirty-seventh Report (2008-09 session)

Summary and progress update on the Government’s response to the Public Accounts Committee’s report

Building the capacity of the third sector

The PAC reported on Building the capacity of the third sector in July 2009. This report recommended a number of
changes to the ChangeUp and Futurebuilders programmes. Both programmes are now closed to applications, and
the ChangeUp programme was fully complete by 31 March 2011. The response below sets out the current position

and an overview of those bodies as of 31 March 2011.

Capacitybuilders was a non-departmental public body set up under the last administration to invest in support
services for charities, social enterprises and voluntary groups. The Government decided to close Capacitybuilders
as part of a wider review of public bodies which took effect from April 2011. Capacitybuilders’ core budget was

£88.5 million from 2008 to 2011 to deliver the ChangeUp programme of investing in support services.

Capacitybuilders ceased trading on 31 March 2011. A small residual team has been in place since then to complete
final accounts and strike the company from the Companies House register, in line with legal requirements. This

team will cease to operate in July.

Futurebuilders was a £215 million fund investing directly in front-line third sector organisations that would otherwise
not have had access to commercial sources of finance. It enabled them to build their capacity and bid for public
service delivery contracts. Income from these contracts is then used to repay the investment. It is managed under

contract by Social Investment Business. The Futurebuilders fund is now closed to applications.

For a full copy of the HM Treasury minute, see

www.official documents.gov.uk/document/cm77/7717/7717.pdf

THIRTY-SEVENTH REPORT: Building the capacity of the third sector

PAC Conclusion 1: The design of the 1.1 Complete. Following the transfer of responsibility for
ChangeUp programme was complex and management of the programme to Capacitybuilders (a non-
took longer than planned, leading to less departmental public body) in 2006, funding levels for

time than intended for consortia and ChangeUp stabilised and all Capacitybuilders’ ChangeUp
national hubs to spend the initial funding of programmes were fully committed and closed by 31 March
£80 million. Effective consultation and good 2011.

programme design are important
foundations for successful programme
delivery. But spending too much time on
these elements and then squeezing
delivery is counter-productive, leading to
waste, poor value for money and adverse
impacts on funded organisations. In the
event of delays in implementing future
programmes, the Cabinet Office should
assess the risk to successful programme
delivery before deciding whether to enforce
or revise original timescales.
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PAC Conclusion 2: The period for which
funding is given to organisations can affect
the ability of those organisations to use it
fruitfully. A review of the national hubs led
to a prolonged period of uncertainty around
their future and funding. Such uncertainty
creates problems for funded organisations,
diverting time and attention from their
primary objectives into, for example,
raising further funds in order to continue
their work. While some progress has been
made in providing longer-term funding for
third sector organisations, the Cabinet
Office and its associated bodies should
further reduce uncertainty through greater
clarity around terms and conditions of
funding and investments where possible,
and by more prompt and timely decision-
making.

2.1 Building on the recommendations of the PAC, the Office for
Civil Society (OCS) has sought to avoid uncertainty and
allow maximum response times for new programmes. In
response to the Supporting Civil Society consultation, OCS
has worked quickly to develop the new Transforming Local
Infrastructure programme, which will launch in July 2011.
The funding was announced in the Giving White Paper in
May, helping to address uncertainty and allowing
infrastructure organisations to begin planning. OCS has
agreed a clear delivery plan with the Big Lottery Fund (the
delivery partner), including ensuring that there is sufficient
time for applicants to form partnerships and prepare bids.
Decisions on funding will be made and communicated as
quickly as possible to avoid further uncertainty.

PAC Conclusion 3: The lack of a planned
evaluation of ChangeUp is a major failing,
and is particularly alarming given the
inherent risks in the programme, its
untested approach, complex delivery
mechanism, and devolved decision-making
arrangements. The Cabinet Office should
ensure in the future that proper evaluation
is built into the design of all its
programmes. Such evaluations should
include clarity around the baseline,
objectives and outcomes of the
programme, as well as how they will be
achieved and measured, and a system of
review which enables adjustments to be
made and lessons disseminated. The costs
of effective evaluation should be built into
the programme budget from the outset.

3.1 Complete. The Third Sector Research Centre was
commissioned to run an independent evaluation of
ChangeUp from 2006 to 09. The report is at
www.tsrc.ac.uk/LinkClick.aspx?fileticket=VpRdrp3v1ZI1%3D&
tabid=640

PAC Conclusion 4: It is unacceptable that
these significant and costly programmes
were established without setting any proper
targets against which the performance
could be measured. Both programmes were
set up without performance targets that
were sufficiently aligned to the programme
objectives and outcomes. In respect of
Futurebuilders, in particular, the lack of
appropriate targets is likely to have
contributed to the sluggish rate of
drawdown of investments in the early
years. Before approving all future
programmes, the Cabinet Office should
require managers to develop meaningful
indicators and targets to drive performance
and measure progress towards the
intended outcomes.

4.1 All contracts and grant agreements specify the outcomes
intended and are monitored on that basis. The Deputy
Finance Director in the Cabinet Office signs new contracts
on behalf of the Department. This ensures that contracts
set out clearly the indicators and targets to ensure delivery
and drive performance.
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PAC Conclusion 5: Judging value for
money is hampered by limited and
uncertain financial information from the
early days of the ChangeUp programme.
Even with adequate evaluation, any
judgement on the value for money of
ChangeUp is undermined by the
uncertainty surrounding the financial data
about the programme. The Cabinet Office
and Treasury should strengthen their
guidance to departments on collecting
adequate data on costs and benefits to
enable effective evaluation, and on
ensuring that accurate records are
preserved in the event of machinery of
government changes or the introduction of
new financial systems.

51

Complete. The Department has reviewed and strengthened
its guidance on machinery of government changes.

PAC Conclusion 6: Management of the
ChangeUp programme has been
undermined by problems since it started.
Third sector bodies have complained of
short timescales for applications, delays in
receiving grant payments and pressure to
spend money quickly. The processes that
Capacitybuilders has in place still do not
appear to be working adequately and
satisfaction among funding recipients is
low. Capacitybuilders should address
these concerns as a matter of urgency by
setting clear targets for the time allowed for
applications, the timeliness of payments to
fundees and the speed at which money has
to be spent.

6.1

In response to this learning, and as set out above, the
design of the forthcoming Transforming Local Infrastructure
programme takes this into account, and steps have been
taken to ensure that applicants are given sufficient notice.
The Big Lottery Fund has been praised by the National Audit
Office for its efficient grant-making and has high-quality and
well tested systems and processes.

PAC Conclusion 7: The application process
for a Futurebuilders investment was
lengthy and costly for both the fund and
applicants. On average the process took
127 days, whilst costs were estimated at
40% of Futurebuilders total fund
management costs and up to £9 million for
applicants in the three years to February
2007. The Committee has commented
before on the importance of funders
identifying the cost to themselves and to
applicants of making grants. Such
concerns are equally relevant to investment
decision processes. Although
Futurebuilders considers it has secured
better performance under the second
management contract, it should track the
burden of the application processes on
applicants on an ongoing basis.

7.1

Lessons have been learned from cost overruns in the past,
and OCS has set tough targets to ensure that administration
costs are kept as low as possible. For example, the
Transforming Local Infrastructure programme will be
delivered at a cost of no more than 3% of total programme
budget. The Transition Fund, launched in 2010, is being
delivered for 2.5%.

PAC Conclusion 8: Public money is
invested and repaid by Futurebuilders, so
the taxpayer will have a substantial and
long-term financial interest in the

8.1

The Department is considering options for the longer-term
management of the Futurebuilders’ loan book.
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Futurebuilders loan book. This interest will
continue long after the active investment
period ends in 2011 and, under certain
broad assumptions, annual capital and
interest payments in 2030 could be £8
million. The Government should set out a
clear plan for the management of the asset.
This plan should provide the Committee
with assurance that action will be taken to
protect its value and, as a minimum, should
set out how the loan book will be managed
beyond the current contract, its expected
value, and the key financial risks and how
they will be managed.

PAC Conclusion 9: A key part of the
ChangeUp vision is that the needs of
frontline organisations will be met by
services that are ‘sustainably funded’, but
insufficient thought has been given to the
long-term sustainability of improvements.
Capacitybuilders currently intends to fund
projects which consider sustainability, but
should do more to identify examples of
sustainable services, how these were
achieved and support the spread of best
practice. Best practice should include
material on managing the impact of the
recession.

9.1 Building on the learning from ChangeUp and other

programmes, OCS’s new £30 million funding to transform
local infrastructure is specifically designed to enable
infrastructure organisations to transition to new ways of
working in a very different funding environment. It will
encourage mergers, collaboration, shared back offices and
rethinking of business models.

PAC Conclusion 10: Both programmes
were set up to provide additional capacity
building support to the third sector, not
replace existing provision. ChangeUp
provides funding to help support providers
improve the way that their services are
planned, developed and co-ordinated. It
was not intended to provide core funding
for services. Futurebuilders is intended to
invest only in third sector organisations
that do not have access to commercial
sources of finance and it is important that
these funding streams do not displace what
is available from other sources. The
evaluations for both programmes should
provide an independent and objective
assessment of whether these programmes
have in fact filled gaps that would not have
been addressed by other funders.

10.1  Action: complete. The Futurebuilders evaluation, carried

out by Sheffield Hallam University, concluded that the
programme had filled a gap in the market that would not
have been otherwise addressed by investors, and resulted
in some organisations securing contracts that would not
otherwise have done so. The ChangeUp evaluation
concluded that, while it was difficult to isolate the impact of
ChangeUp from other interventions in an area, there was no
doubt that infrastructure had improved over the timeframe of
the programme.
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ACCOUNTS 2010-11

INTRODUCTION BY SIR GUS O’DONNELL

| am pleased to present the Cabinet Office Accounts 2010-11 which have been authorised by me as
Accounting Officer and audited and certified by the Comptroller and Auditor General. They include:
e Ministers and Corporate Governance
e Cabinet Office Finances — Management Commentary
e a Statement of Accounting Officer's Responsibilities which sets out my responsibilities for preparing
the Accounts and for ensuring the regularity of financial transactions;
e a Statement on Internal Control which is compliant with HM Treasury guidance;
e a Remuneration Report which details the salary and pension entitlements of Ministers and senior
management;
e a Certificate and Report of the Comptroller and Auditor General to the House of Commons; and

e Audited Financial Statements.

BASIS OF ACCOUNTS

The Cabinet Office Accounts have been prepared on a statutory basis in accordance with the requirements of
HM Treasury and are designed to comply with generic Accounts Directions issued to departments by HM

Treasury under section 5 (2) of the Government Resources and Accounts Act 2000.

AUDITORS

The financial statements are audited by the Comptroller and Auditor General, who is appointed under statute
and reports to Parliament on the audit examination. Auditors’ remuneration and expenses are disclosed at
Note 10 to the Accounts.

STATEMENT ON THE DISCLOSURE OF RELEVANT AUDIT INFORMATION

I hereby confirm that so far as | am aware, there is no relevant audit information of which the Cabinet Office’s
auditors are unaware and that | have taken all reasonable steps to ensure that | am aware of any relevant
audit information and to establish that the Cabinet Office’s auditors are aware of that information.

]
1
L/

s ODWM

Sir Gus O’Donnell GCB

Accounting Officer

Secretary of the Cabinet

Head of the Home Civil Service
13 July 2011
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MINISTERS AND CORPORATE GOVERNANCE

INTRODUCTION

Ministers lead departments and are responsible for and accountable to Parliament for the actions and policies
of their departments. Boards, within the strategic framework set by the Minister, support the head of the
department by advising ministers and taking ownership of the department’s performance. Ministers and
Board members are broadly responsible for corporate governance that defines the rights and responsibilities
among different stakeholders, determines rules and procedures for making decisions, and includes the

process through which the department’s objectives are set and monitored.

This section outlines the Ministers and Board members leading the Cabinet Office throughout the 2010-11

financial year and details its corporate governance arrangements.

MINISTERIAL RESPONSIBILITIES AND MINISTERIAL CHANGES

During the financial year 2010-11, the following changes to the Cabinet Office’s Ministerial team were

announced.

8 April 2010

The prorogation announcement was made in the chamber of the House of Lords bringing the 2009-10

session of Parliament to an end.

12 April 2010

The 2005-2010 Parliament was formally dissolved from this date; Parliament ceased to exist.

12 May 2010

Following the general election on the 6 May 2010 the Ministerial team in place as at the end of the financial
year 2009-10 stepped down as a result of the change of the administration. New ministerial appointments at
the Cabinet Office were announced:

The Rt Hon. Nick Clegg MP was appointed as Deputy Prime Minister and Lord President of the Council (with
special responsibility for political and constitutional reform). The Deputy Prime Minister is based in the
Cabinet Office.

The Rt Hon. Francis Maude MP was appointed as Minister for the Cabinet Office and Paymaster General.

The Rt Hon. Oliver Letwin MP was appointed as Minister of State, Cabinet Office (providing policy advice to
the Prime Minister in the Cabinet Office); subsequently known as Minister for Government Policy.

The following business manager appointments were announced:

The Rt Hon. Sir George Young Bt MP was appointed Leader of the House of Commons and Lord Privy Seal.
The Rt Hon. Patrick McCloughlin MP was appointed as Parliamentary Secretary to the Treasury and Chief
Whip.
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The Rt Hon. Lord Strathclyde was appointed Leader of the House of Lords and Chancellor of the Duchy of
Lancaster.

18 May 2010

Nick Hurd MP was appointed Parliamentary Secretary of State and Minister for Civil Society.

Mark Harper MP was appointed Parliamentary Secretary subsequently designated as Minister for Political
and Constitutional Reform.

The new Parliament was summoned to meet, when the business was the election of the Speaker and the

swearing-in of members.

19 May 2010

The Rt Hon. Baroness Warsi was appointed Minister without Portfolio (Minister of State).

25 May 2010

David Heath CBE MP was appointed as a Parliamentary Secretary, Deputy Leader of the House of
Commons.

The State Opening of Parliament followed by the Queen’s Speech.

MACHINERY OF GOVERNMENT TRANSFERS OF FUNCTION INTO THE CABINET
OFFICE

Office of Government Commerce and Buying Solutions

The Prime Minister announced on 15 June 2010 that Ministerial responsibility for the Office of Government
Commerce (OGC), an independent office of Her Majesty's Treasury, and its executive agency Buying
Solutions (BS), would transfer from the Chancellor of the Exchequer to the Minister for the Cabinet Office and
Paymaster General.

Constitutional and Political Reform
On 2 June 2010 the Prime Minister announced that responsibility for political and constitutional reform would

transfer to the Cabinet Office to support the Deputy Prime Minister. Consequently, the Elections and
Democracy Division and Parliament and Constitution Division in the Ministry of Justice (MOJ) Constitution

Directorate were transferred to the new Constitution Group in Cabinet Office.

Directgov

On 20 July 2010 the Prime Minister announced that ministerial responsibility for Directgov would transfer from
the Secretary of State for Work and Pensions to the Minister for the Cabinet Office and Paymaster General.
Directgov has changed its name with effect from 1 April 2011 and is now known as the Government Digital

Service. Throughout this set of accounts for the year ended 31 March 2011, it is referred to as Directgov.

The section Cabinet Office Finances — Management Commentary provides further detail on these transfers.
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MINISTERS

The Ministers who sat within the Cabinet Office during the year were:

The Rt Hon. Baroness Royall of
Blaisdon

The Rt Hon. Tessa Jowell MP

Leader of the House of Lords and
Chancellor of the Duchy of Lancaster
until 11 May 2010

Minister for the Cabinet Office and for the Olympics and for
London and Paymaster General
until 11 May 2010

Angela E. Smith MP

Minister of State for the Cabinet Office
until 11 May 2010

Dawn Butler MP

Parliamentary Under Secretary of State,

Minister for Young Citizens and Youth Engagement
not remunerated

until 11 May 2010

The Rt Hon. Harriet Harman QC MP

Leader of the House of Commons and Lord Privy Seal and
Minister for Women and Equality
until 11 May 2010

Barbara Keeley MP

Parliamentary Secretary to the
Office of the Leader of the House of Commons
until 11 May 2010

The Rt Hon. Nick Clegg MP

Deputy Prime Minister and Lord President of the Council
with special responsibility for political and constitutional
reform

from 12 May 2010

The Rt Hon. Francis Maude MP

Minister for the Cabinet Office and Paymaster General
from 12 May 2010

The Rt Hon. Oliver Letwin MP

Nick Hurd MP

Mark Harper MP

Minister for Government Policy
from 12 May 2010

Minister for Civil Society and Parliamentary Secretary of
State
from 18 May 2010

Minister for Political and Constitutional Reform and
Parliamentary Secretary
from 18 May 2010
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The Rt Hon. Lord Strathclyde

The Rt Hon. Sir George Young Bt MP

Leader of the House of Lords and
Chancellor of the Duchy of Lancaster
from 12 May 2010

Leader of the House of Commons, Lord Privy Seal
from 12 May 2010

David Heath CBE MP

The Rt Hon. Baroness Warsi

Parliamentary Secretary, Deputy Leader of the House of
Commons

not remunerated

from 25 May 2010

Minister without Portfolio (Minister of State)
not remunerated
from 19 May 2010

Ministers’ remuneration is disclosed within the Remuneration Report.

CABINET SECRETARY

The post of Cabinet Secretary was held during the year by:

Sir Gus O’'Donnell GCB

Secretary of the Cabinet
Head of the Home Civil Service and
Principal Accounting Officer
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CORPORATE GOVERNANCE

CABINET OFFICE GOVERNANCE

In the first half of the year, the Board retained overall and strategic responsibility for the Cabinet Office and
continued to delegate responsibility for a number of short- and medium-term management issues to the

Operating Committee and the Finance and Investment Committee.

In June 2010 Minister for the Cabinet Office, Francis Maude, set in motion a change in how boards across
government departments are run. On 16 December 2010 he announced the appointment of the first tranche

of non-executive board members who will sit on these boards, including Cabinet Office.

The Government Lead Non-Executive Board Member, Lord Browne, worked with Secretaries of State on the
appointments of Non-Executive Board Members (NEBMs) from across the public, not-for-profit and private
sectors. The new non-executives represent some of the best leaders in their fields, experts in financial
management and operational performance across a wide range of industries and organisations, who will

ensure NEBMs act as a challenge to departments and to be able to deliver the Government’s objectives.

The first Cabinet Office board meeting took place on 17 December 2010 where non-executive board
members worked in partnership with ministers and civil servants to ensure that the department is run in the
way it would be expected from a successful business, charity or public sector organisation. Part of this work

will be to agree a three year rolling business plan.

The Cabinet Office Audit and Risk Committee supports the Cabinet Office Board and Principal Accounting
Officer by providing an independent view of the department's risk control and corporate governance

arrangements.

The sub-boards and committees - Executive Management Committee, the Nominations and Governance
Committee, Approvals Board, Finance and Investment Committee, HR Advisory Panel, Engagement Group
and Information Strategy Board — will free up the Board to concentrate on delivery of the department’'s

strategic objectives within available resources.

An integrated secretariat co-ordinates, supports the work of the Board and all committees and provides the

members with the information and analysis they require to carry out their duties effectively.

CABINET OFFICE BOARD

The role of the Board is to provide the Cabinet Office with the strategic leadership needed to ensure that the
Department delivers its objectives now and in the future. The Board forms the collective strategic and
operational leadership of the department, bringing together its Ministerial and Civil Service leaders with senior

non-executives from outside government. In particular, its responsibilities are:

¢ Planning and Performance — agreeing the Departmental Plan, especially the department’s strategic
aims and objectives and the allocation of human and financial resources to achieving them, and their

public expression in the Business Plan; monitoring and steering performance against the Plan;

a7
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scrutinising the performance of sponsored bodies; and setting the Department's standards and

values.

e Strategy and Learning — setting the vision / mission and ensuring all activities contribute towards it,
either directly or through establishing a credible “licence to operate”; long-term capability and horizon
scanning, ensuring that strategic decisions are based on a collective understanding of policy issues;
using expertise and outside perspectives to hold the Department to account on its interaction with the
“real world”.

e Resources and Change — signing off large projects or programmes, or scrutinising those above the
department’s financial delegation prior to submission to the Treasury; drawing on advice from the
Audit and Risk Committee, ensuring sound financial management including the operation of
delegations and internal controls; ensuring that organisational design supports the attainment of

strategic objectives; evaluation of the Board and its members, and succession planning.

e Capability — ensuring the Department has the capability to deliver and to plan to meet current and

future needs.

¢ Risk — drawing on advice from the Audit and Risk Committee, setting the Department’s risk appetite

and ensuring that effective and proportionate controls are in place to manage risk.

The Board is chaired by the Cabinet Office Minister, Francis Maude and meets six times a year. The meeting
comprises a minimum of one Minister, one executive and one non-executive member of the Board to be
deemed quorate. The terms of reference require that Board members’ attendances are published in the

Cabinet Office Annual Report and Accounts. Board meetings were attended by all members except for the

following:
DATE OF BOARD MEETING APOLOGIES
17 December 2010 Nick Hurd MP, Minister for Civil Society
Rona Fairhead, Non-Executive Board Member
04 February 2011 Sue Gray, Propriety and Ethics Team
25 March 2011 Dame Barbara Stocking, Non-Executive Board Member

CABINET OFFICE AUDIT AND RISK COMMITTEE

The Cabinet Office Audit and Risk Committee (COARC) supports the Cabinet Office Board and Principal
Accounting Officer by providing an independent view of the department's risk control and corporate
governance arrangements, and assessing the comprehensiveness, reliability and integrity of those

assurances.
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COARC's remit covers both the Cabinet Office and the Civil Superannuation Votes. Separate Accounts are
published for each of these Votes, and each is audited separately, but both have the same Principal

Accounting Officer.

COARC will advise the Board and Principal Accounting Officer on:
e Corporate governance processes inside the department, especially:
0 The identification of operational, financial and compliance risks.
o The development and effective application of proportionate internal controls at each level to
mitigate and manage those risks.
0 The development of the Statement on Internal Control.

e The accounting policies, the Accounts, and the Annual Report of the Cabinet Office, including the
process for review of the Accounts prior to submission for audit, levels of error identified, and
management’s letter of representation to the external auditors.

e The planned activity and results of both internal and external audit.

e The adequacy of management's response to issues identified by audit activity, including external
audit's management letter.

e Assurances relating to the corporate governance requirements for the organisation.

e Anti-fraud policies, whistle-blowing processes, and arrangements for special investigations.

e The Audit and Risk Committee will also periodically review its own effectiveness and report the results

of that review to the Cabinet Office Board.

At the beginning of the year, COARC comprised four independent non-executive members: Karen Jordan
(Chair), David Blackwood, Rosemary Peters Gallagher and Stephen Wilson. Karen Jordan left on 31 July
2010. David Blackwood and Rosemary Peters Gallagher left on 27 September 2010. Stephen Wilson left on
27 November 2010.

COARC is now chaired by Rona Fairhead, Non-Executive Board Member. It is expected to meet four times a
year. A minimum of two members of the Committee will be present for the meeting to be deemed quorate.
COARC meetings will normally be attended by the Finance Director and Head of Corporate Risk and
Assurance, the Head of Internal Audit and a representative of External Audit. The Head of Internal Audit and

the representative of External Audit will have free and confidential access to the Chair of the Committee.

CABINET OFFICE OPERATING COMMITTEE

The Operating Committee supported the Board’s overall strategy by acting on its behalf on issues of delivery
and change, including:

e Monitoring work to deliver the Cabinet Office structural reform plans;

e Taking responsibility for all Cabinet Office operational matters;

e Undertaking scrutiny of the Cabinet Office’s performance in respect of operational and delivery issues;

e Taking responsibility for improving the way the Cabinet Office works;
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e Overseeing the Gateway Review programme, ensuring that it covers key corporate initiatives and
deliverables;
e Ensuring the Cabinet Office has effective and efficient systems and processes, including for:
0 business continuity
information systems and technology estates
sustainability

knowledge and information management

o O O o

a healthy, safe and secure environment
o data and information and other security; and
e Working closely with the Finance and Investment Committee and the Audit and Risk Committee to

maximise the Cabinet Office’s effectiveness and efficiency.

The Operating Committee was chaired by Alexis Cleveland, Director General, Corporate Services Group, who

was also a member of the Board. The Committee met on a monthly basis until July 2010.

EXECUTIVE MANAGEMENT COMMITTEE

The Executive Management Committee (EMC) is responsible for the executive management of the
department within the strategic framework established by Ministers and the Cabinet Office Board. The EMC is
responsible for supporting the Cabinet Office Board by considering detailed issues of the management of the
department, including:

e Planning,

e Budgeting,

e Performance,

e People, and

e Corporate services.

The executive Management Committee is chaired by Sir Gus O'Donnell, Cabinet Secretary, Head of the

Home Civil Service and Principal Accounting Officer for the Cabinet Office.

NOMINATIONS AND GOVERNANCE COMMITTEE

The purpose of the Nominations and Governance Committee (NGC) is to review the quality of leadership of
the department, evaluate the performance of the Board, and plan for succession as necessary. The
Nominations and Governance Committee is responsible for:
e Evaluation of the Board and its senior members;
e Providing input to processes on the assessment of Directors General and above in the department;
e Reviewing and making recommendations on performance management assessment processes in the
department; and

e Reviewing and making recommendations on succession planning processes in the department.

NGC is chaired by Lord Browne, Lead Non-Executive for the Cabinet Office.
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APPROVALS BOARD

The Approvals Board is a sub-committee of the Cabinet Office Board. The Approvals Board will oversee the

achievement by the Cabinet Office of its contribution to the Government'’s objective of creating strong financial

discipline at all levels of government and ensuring that public servants manage taxpayers’ money wisely.

The Approvals Board will scrutinise proposals for the significant deployment of the human and financial

resources of the department to ensure that:

In an era of constrained resources, they are aligned with the highest priorities of the Government and
of the department;

They secure best value-for-money;

Where relevant, they exploit the knowledge and skills available not only within the department but also
across Whitehall, especially where drawing in wider experience would enable the better achievement
of objectives at lower cost; and

They draw on best practice in relevant fields.

To that end, the Approvals Board will scrutinise and approve against the tests set out above:

All new items of proposed expenditure (resource, including administrative, programme and grant
expenditure, and capital) of more than £100,000;

Proposals for the filling of all vacancies and new posts, whether by redeployment within the
department or by external recruitment;

All proposals exceeding £20,000 in value (VAT inclusive where relevant) for the employment of
external resources of whatever nature, including consultancy, fee-paid contracts, legal advice,
specialist contractors, systems delivery (including ICT systems), and interim managers and agency
staff;

All projects subject to OGC Programme and Project Management (PPM) disciplines; and

All new supply and service contracts with a lifetime value of greater than £1 million.

Very significant cases, or those raising issues of propriety and regularity, would go as now to Sir Gus

O’Donnell as Cabinet Secretary, Head of Department and Accounting Officer in advance of consideration by

the Approvals Board. The Cabinet Office Board will be invited to:

Approve investments of £5 million or above; and

Scrutinise and recommend to HM Treasury for approval investments above delegated thresholds.

The Approvals Board is chaired by the Minister for the Cabinet Office, Francis Maude.

FINANCE AND INVESTMENT COMMITTEE

Cabinet Office Finance and Investment Committee support the Cabinet Office Board and the Executive

Management Committee by acting on their behalf on all issues of business planning and performance

management.
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The Finance and Investment Committee is responsible for:

Ensuring financial policies, systems and processes are transparent, effective, efficient and
consistently applied;

Measuring performance against the Departmental Plan, and considering corrective action;

Ensuring effective financial and risk management arrangements and controls are in place across the
Department;

Undertaking monthly scrutiny of the Cabinet Office’s general finances and financial management;

As appropriate, undertaking scrutiny and making recommendations on major investments and major
contract renewals/extensions; and

Ensuring high quality business planning.

The Finance and Investment Committee is chaired by Bruce Mann, Finance Director, who is also a member of

the Board. The Committee meets on a monthly basis.

THE HR ADVISORY PANEL

The purpose of the HR Advisory Panel is to ensure that the implementation of the People Strategy is

business-focused, enhances business performance and contributes to the development of staff. The HR

Advisory Panel is responsible for:

Advising the Executive Management Committee on the People Strategy and People Plan;
Providing input on Unit people priorities, the impact of HR policies and how they can achieve
maximum impact on business performance;

Supporting HR in delivering the People Strategy across the Cabinet Office;

The HR Panel is chaired by Janette Durbin, Director of Human Resources.

ENGAGEMENT GROUP

The purpose of the Engagement Group is to devise and implement a strategy for staff engagement that

creates the right conditions for improved staff productivity and departmental performance.

The Engagement Group is responsible for:

Developing understanding of research into engagement;
Ensuring that the Department focuses its approach on the factors that make the most difference;
Driving change focused on engagement in the Department; and

Ensuring that action is taken at local level and sharing examples of best practice.

The Engagement Group is chaired by Chris Wormald, Director General, Domestic Policy Group, Head of

Economic and Domestic Secretariat and Head, Deputy Prime Minister’s Office.
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INFORMATION STRATEGY BOARD

The Information Strategy Board'’s role is primarily directive: to determine strategy for the management, use,
security storage, transmission and technical delivery of corporate information across Cabinet Office and
No0.10. In making its decisions, it brings together the professionals delivering the services and senior customer

representatives to ensure that regulatory, fiscal and technical constraints are balanced against the needs of
users and the business.

The Information Strategy Board (ISB) is responsible for ensuring that the information requirements of the

Cabinet Office (including the Prime Minister's Office) are met. The ISB reports to the Executive Management
Committee.

The ISB takes a strategic overview of the way in which the department creates, receives, stores and uses
information to ensure that all such activities:

e are essential to actively promote the business of the department; and

e are in accordance with the principles expressed in the "Government ICT Strategy".

ISB is chaired by Alex Allan, Chairman of the Joint Intelligence Committee.
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MEET THE BOARD

The Members of the Board during the

CHAIR

year before the Enhanced Departmental Board was shaped were:

Sir Gus O’'Donnell GCB

Cabinet Secretary, Head of the Home Civil Service and Principal
Accounting Officer for the Cabinet Office

EXECUTIVE MEMBERSHIP

Alex Allan

Chairman of the Joint Intelligence Committee (JIC) and
Professional Head of Intelligence Analysis

Alexis Cleveland

Director General, Corporate Services Group

Sir Jon Cunliffe CB

Head of the European and Global Issues Secretariat

Jeremy Heywood

Permanent Secretary, No.10

Bruce Mann Finance Director
Gill Rider CB Head of Civil Service Capability Group
Chris Wormald Director General, Domestic Policy Group,

NON-EXECUTIVE MEMBERSHIP

Head of Economic and Domestic Secretariat and
Head, Deputy Prime Minister’s Office

Karen Jordan

Non-Executive Board Member and
Non-Executive Chair, Audit and Risk Committee

Ruth Carnall CBE

Non-Executive Board Member
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The members of the Enhanced Departmental Board were announced on 16 December 2010 and are set out

below:

MINISTERS

The Rt Hon. Francis Maude MP

Minister for the Cabinet Office and Paymaster General and
Chair of the Board

Nick Hurd MP

Minister for Civil Society

EXECUTIVE MEMBERSHIP

Sue Gray

Head of Propriety and Ethics Team and Director of Private
Offices Group

Jeremy Heywood

Bruce Mann

Permanent Secretary, Prime Minister’s Office

Finance Director, Board Secretary

Sir Gus O’'Donnell GCB

Cabinet Secretary, Head of the Home Civil Service and Principal
Accounting Officer for the Cabinet Office

lan Watmore

Chief Operating Officer, Efficiency and Reform Group

Chris Wormald

Director General, Domestic Policy Group,
Head of Economic and Domestic Secretariat and
Head, Deputy Prime Minister’s Office

NON-EXECUTIVE MEMBERSHIP

Lord Browne of Madingley*

Lead Non-Executive Director for the Cabinet Office

Rona Fairhead

Non-Executive Board Member and
Chair of Audit and Risk Committee

lan Davis

Non-Executive Board Member and
Member of Audit and Risk Committee

Dame Barbara Stocking DBE

Non-Executive Board Member and
Member of Audit and Risk Committee

1 Lord Browne of Madingley is also the Government Lead Non-Executive Director
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INDEPENDENT NON-EXECUTIVE MEMBERSHIP

The role of the Non-Executive Members of the Board is set out in the ‘Enhanced Departmental Boards:

Protocol’ which is published on the Cabinet Office website.

The Non-Executive Members of the Board (NEBM) exercise their role through influence and advice,
supporting as well as challenging the executive. They will advise on performance (including agreeing key
performance indicators), operational issues (including the operational/delivery implications of policy
proposals), and on the effective management of the Department. They also provide support, guidance and
challenge on the progress and implementation of the business plan, and are involved in recruiting, appraising
and ensuring appropriate succession planning of senior executives. They will form committees responsible for
audit, risk and remuneration. To share best practice and to ensure that Departments learn from the
successes and failures of comparable organizations, they will meet regularly with other non-executives
across government. Departments will support this work by providing appropriate management information

and direct access to officials outside Board meetings.

PUBLIC INTEREST

The Cabinet Office maintains a Register of Board Members’ Interests with details of company directorships
and other significant interests held by Board members. Copies of the register are available on request. A
copy will be laid in the House of Commons Library. Senior management remuneration is disclosed within the

Remuneration Report.

Minister’s declared interest can be found at the link:

http://www.publications.parliament.uk/pa/cm/cmregmem/080205/080205.pdf
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BIOGRAPHIES

CHAIR

The Rt Hon. Francis Maude MP
Minister for the Cabinet Office and Paymaster General

Francis Maude is Member of Parliament for Horsham, West Sussex.

In Opposition, the Minister was Shadow Minister for the Cabinet Office and Shadow Chancellor of the Duchy
of Lancaster (June 2007 to May 2010). He was Chairman of the Conservative Party (May 2005 to June
2007), Shadow Foreign Secretary (February 2000 to September 2001), Shadow Chancellor of the Exchequer
(June 1998 - February 2000), Shadow Secretary of State for Culture, Media and Sport (June 1997 to June
1998).

As a member of the previous Conservative government, the Minister was Financial Secretary to the Treasury
(1990-1992), Minister of State at the Foreign and Commonwealth Office (1989-1990), Minister for Corporate
and Consumer Affairs at the Department of Trade and Industry (1987-1989), Government Whip (1985-1987)

and Parliamentary Private Secretary to the then Minister for Employment, Peter Morrison.

He served as the MP for North Warwickshire (1983-1992) and was elected MP for Horsham in the 1997

General Election.

The Minister has also been Vice-Chairman of the All Party Parliamentary Group on AIDS and co-founded the
Policy Exchange think tank in 2002.

He studied at the University of Cambridge and The College of Law, practising criminal law. This led him to an
initial career at the criminal bar (1977-1985), followed by six years as a councillor for the City of Westminster.
Other jobs taken outside politics include non-executive director of ASDA Group; director at Salomon Brothers;

and Managing Director of Morgan Stanley & Co.
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Nick Hurd MP

Minister for Civil Society

Nick Hurd is the Member of Parliament for Ruislip, Northwood and Pinner in Middlesex.
The Minister was previously Shadow Minister for Charity, Social Enterprise and Volunteering (October 2008 -
May 2010). He also served as an Opposition Whip and member of the Shadow teams for Justice,
Communities and Local Government (2007-2008). The Minister previously served on the Environment Audit
Committee. He was on the Board of the Conservative Party’s Quality of Life Policy Commission, chairing the
Climate Change group (2005-2007) and served on the Joint Parliamentary Committee that scrutinised the
draft Climate Change Bill.

In 2006, Nick successfully took through Parliament a Private Members Bill, the Sustainable Communities Act,
which was supported by over ninety national organisations. He was awarded the PRASEG Parliamentarian of
the Year Award in 2007 in recognition of his work on the Act. He has also served on cross party enquiries into
the adequacy of epilepsy services and the link between childhood leukaemia and high voltage power lines,
several Bill Committees - including the Criminal Justice Bill, Housing and Regeneration Bill and NHS Redress

Bill - and the All Party Parliamentary Groups for Small Business, Penal Reform and Brazil.

Before his career in politics he spent 18 years in business including five years representing a British bank in
Brazil. The Minister is the fourth generation in his family to enter the House of Commons. He has been a
Trustee of the Greenhouse Schools charity; and currently serves as a Governor of Coteford Junior School

and as a Trustee of the Hillingdon Partnership Trust.
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Sir Gus O'Donnell GCB

Cabinet Secretary, Head of the Home Civil Service and Principal Accounting Officer for the Cabinet
Office

Sir Gus O'Donnell has been the Cabinet Secretary since 1 August 2005.

Prior to that, he was Permanent Secretary to HM Treasury (2002-2005). Before that he had been Managing
Director, Macroeconomic Policy and International Finance since 1999. From 1998-99 he was Director of
Macroeconomic Policy and Prospects, and from 1997-98 was the UK's Executive Director to the IMF and
World Bank. Gus studied economics at the University of Warwick and Nuffield College, Oxford. He joined the
Treasury as an economist in 1979, having spent four years as an economics lecturer at the University of
Glasgow. Subsequent posts in government included Press Secretary to John Major as the Chancellor of the
Exchequer (1989-90) and Prime Minister (1990-94). He was Head of the Government Economics Service, the

UK's largest employer of professional economists, from 1998 to 2003.
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EXECUTIVE MEMBERSHIP

Alex Allan

Chairman of the Joint Intelligence Committee (JIC) and

Professional Head of Intelligence Analysis

Alex Allan joined the Civil Service in 1973, starting in Customs & Excise before transferring to the Treasury a
few years later. He worked mainly on international financial issues (sterling, balance of payments) before
taking a couple of years off to work in the IT industry in Australia. Soon after his return to the Treasury he was
appointed private secretary to the Chancellor of the Exchequer. He subsequently ran the international finance
group, and then the public spending policy group before moving to 10 Downing Street in 1992 as the Prime
Minister's principal private secretary. He handled the change of government in 1997 and then took up a

Foreign Office appointment as High Commissioner in Australia.

Alex moved back to the Cabinet Office in 2000 as the Government's first “e-Envoy” before taking time off to
live and work in Australia again. He was appointed Permanent Secretary at the Department for Constitutional
Affairs in 2004, and subsequently at the Ministry of Justice following its creation in 2007. In 2008 he was
appointed Chairman of the Joint Intelligence Committee, responsible for producing co-ordinated intelligence

assessments for Ministers across a wide range of defence, foreign policy and security issues.
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Alexis Cleveland
Director General, Corporate Services Group

Alexis joined the Cabinet Office in 2007 as Director General for Transformational Government and became
Director General for Corporate Services in April 2009. Prior to joining the Cabinet Office Alexis was Chief
Executive of The Pension Service.

Alexis joined the Department of Health as a Statistician after a short academic career. She worked on health
and social security policy before moving into ICT in 1989. She ran large scale application development
programmes in the Information Technology Services Agency before moving to the Benefits Agency in 1993
as ClO and Director of Operations (South of England). In 2000 she became Chief Executive of the Benefits
Agency and restructured it into five separate businesses. Alexis became the first Chief Executive of The
Pension Service on its launch in April 2002. In November 2005 she also became the Customer Group

Director for Older People as part of the Transformational Government strategy.
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Sir Jon Cunliffe CB

Head of the European and Global Issues Secretariat

Prior to becoming the Prime Minister's Adviser on Europe and Global Issues, Jon Cunliffe was Second
Permanent Secretary at HM Treasury from 2005, leading the Macroeconomic Policy and International
Finance Directorate. Prior to that, he led the Finance, Regulation and Industry Directorate in the Treasury,
having held a number of senior positions in the department and in the Department for Transport. He leads on
European Union business and the international dimensions of key issues such as trade, energy and climate

change, as well as international development and is the Prime Minister’'s G8 and G20 Sherpa.

Sue Gray

Head of Propriety and Ethics and Director of Private Offices

Sue joined the Cabinet Office in the late 1990s. Before joining the Cabinet Office, Sue worked in Transport,
Health and DWP covering a range of roles which included both policy and front line delivery. She also took a

3 year career break to run a pub in Newry, Northern Ireland.
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Jeremy Heywood
Permanent Secretary, No.10

Jeremy Heywood is now Permanent Secretary to No.10, after returning to the Civil Service in July 2007 to be
the Prime Minister's Senior Adviser on Domestic Policy and Strategy. He spent four years as a Managing
Director and co-head of the UK Investment Banking Division at Morgan Stanley. Before joining Morgan
Stanley, Jeremy occupied a range of Senior Civil Service roles, most recently as Principal Private Secretary
to the Prime Minister (1999-2003). Prior to that, he had a variety of senior roles at HM Treasury including,
Head of Securities and Markets Policy and Head of Corporate and Management Change, where he led the
department's Fundamental Expenditure Review in the mid-1990s. He also served as Principal Private
Secretary to Chancellors Norman Lamont and Kenneth Clarke.
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Bruce Mann

Finance Director and Board Secretary

Bruce joined the Ministry of Defence in 1979. After early work in policy roles (especially nuclear issues), the
Falklands and Gulf conflicts, a secondment to the Cabinet Office and Private Secretary to the MoD’s
Permanent Secretary, he was appointed Director, Defence Policy in 1994, taking further forward the post-
Cold War transition of defence policy and force structures. He then became Director, European Policy leading
on NATO enlargement and developing work on EU defence policy and capabilities. After an assignment to
the RAF component of the MoD'’s logistics organisation, with responsibilities for finance and other corporate
services, he was seconded to NATO for the Kosovo conflict, before returning to MoD to carry out both
financial management and planning roles as successively Director, Resources and Plans and then Director
General Financial Management. He was seconded to the Cabinet Office again in February 2004 to act as
Secretary to Lord Butler's Review of Intelligence on Weapons of Mass Destruction, before moving on to be
Director of Civil Contingencies in the Cabinet Office, leading on work on the UK’s preparedness for and

response to major emergencies.

Bruce, who is a member of CIPFA, became the Cabinet Office’s Finance Director in December 2009.




Cabinet Office Annual Report and Accounts 2010-11

Gill Rider CB

Head of Civil Service Capability Group

Gill is Head of the Civil Service Capability Group; she deals with the people, capability and leadership side of
the Civil Service. She is responsible for the Capability Reviews, which is the Cabinet Secretary’'s
“performance management tool” for the Civil Service. As Head of Profession for Civil Service HR, through the
HR Leaders’ Council and other governance bodies, she is leading a challenging programme to improve the
performance and professionalism of Civil Service HR. At the end of the year Gill will also take up the

presidency of Chartered Institute of Personnel Development.

Gill has been in her current role since May 2006. Previously, she spent her career in Accenture spanning 27
years, working in various industries including health care and financial services. On becoming a partner in
1990, she subsequently ran various parts of the worldwide business. Her penultimate role was as operating
head for the energy, utilities, natural resources and chemical business in 37 countries. She made a
significant change in career direction, when in 2002 she was appointed Global Chief Leadership Officer —
concentrating on Accenture's organisation change, HR and leadership development. She was a member of
Accenture's Global Executive Committee since 1999 and appointed an Executive Officer in 2002. Gill is a

non executive director of De La Rue.
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lan Watmore

Chief Operating Officer, Efficiency and Reform Group

lan Watmore is the Permanent Secretary in the Cabinet Office, operating as the Government's Chief
Operating Officer, overseeing the Government’s Efficiency and Reform agenda for Francis Maude, the
Cabinet Office Minister, and Danny Alexander, Chief Secretary to the Treasury. He rejoined the Civil Service
after a year as the Chief Executive of the Football Association where, in particular, he prioritised the grass
roots of football development, championed the women’s game, and created an internet FATV channel. He
also steered the FA through severe financial problems resulting from the bankruptcy of Setanta and ring-

fenced an appropriate budget for the 2018 bid.

Prior to this, he was the Permanent Secretary of the Department now known as Business Innovation and
Skills, he was in Number 10 where he worked directly for Tony Blair as the head of the Prime Minister's
Delivery Unit, and in the Cabinet Office as the Government's Chief Information Officer. He joined the Civil
Service after a twenty four year business career in IT and consulting, culminating as Accenture's UK
Managing Director from 2000 to 2004, and President of the Management Consultants Association in 2003. In
2005 he received the computing industry's award for his Outstanding Contribution to UK IT, and in 2009

received an honorary degree from the University of Westminster for public service management.

He was educated in mathematics and management studies at Trinity College, Cambridge.
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Chris Wormald

Director General, Domestic Policy Group,
Head of Economic and Domestic Secretariat and

Head, Deputy Prime Minister’s Office

Chris Wormald joined the Cabinet Office in February 2009 and since July 2009 he has been Director General,
Domestic Policy Group, Head of Economic and Domestic Secretariat and Head, Deputy Prime Minister’s
Office. His remit covers all aspects of Cabinet Office’s interests in domestic and economic issues,
responsibility for the domestic Cabinet Committee and collective decision making system and responsibility
for the Strategy Unit. Before joining Cabinet Office, Chris was (since 2006) Director General for Local
Government and Regeneration at the Department for Communities and Local Government. There he was
responsible for all aspects of local government policy and finance, for local and regional economic
development, for Departmental communications and for Ministerial support. Prior to 2006, Chris worked in a
range of posts on education policy, including being Principal Private Secretary to successive Secretaries of

State for Education (Estelle Morris and Charles Clarke) and then Director of Academies and Schools Capital.
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INDEPENDENT NON-EXECUTIVE MEMBERSHIP

Lord Browne of Madingley

Lead Non-Executive Director and

Government Lead Non-Executive Board Member

John Lord Browne of Madingley was born in 1948. He joined BP in 1966 as a university apprentice. He
holds a degree in Physics from Cambridge University and a MS (Master of Science) Business from Stanford
University, California. He is a Fellow of the Royal Society, the American Academy of Arts and Sciences and

the Royal Academy of Engineering. He has numerous honorary degrees, fellowships and awards.

He joined the Board of BP in 1992 and became its Group Chief Executive in 1995 until 2007. He has been
the Chairman of the Advisory Board of Apax Partners LLC (2006-7), non-executive director of Intel (1997-
2006), DaimlerChrysler AG (1996-2001), Goldman Sachs (1997-2007) and SmithKline Beecham (1996-
1999). He was voted Most Admired CEO by Management Today from 1999 -2002. He was knighted in 1998

and made a life peer in 2001.

He is presently a Managing Director of Riverstone Holdings LLC, a company which invests in renewable and
conventional energy. He is Chairman of the Board of Trustees of Tate, President of the Royal Academy of
Engineering, Chairman of the advisory Board of the Cambridge Judge Business School, and a member of a

variety of advisory boards.
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Karen Jordan

B Soc Sc FCMA
Non-Executive Chair, Cabinet Office Audit and Risk Committee and

Non-Executive Board Member

Karen Jordan is an accountant by profession, a graduate in Public Policy-Making and Administration, a
Fellow of the Chartered Institute of Management Accountants. She was until recently a member of the

Government Internal Audit Standards Oversight Group.

Karen began her career in the energy sector in various finance roles, including management accountancy,
internal audit, investment management, risk management and corporate governance. She then led
technology enabled business transformation programmes, including support to the multi £billion UK gas
networks restructuring strategy. As Head of UK Climate Change Strategy she implemented low carbon
business plans including the introduction of carbon budgeting, prior to joining the Leadership Group of

National Grid plc’s UK energy infrastructure construction business.

She was a non-executive director on the Cabinet Office Board and Chair of the Audit and Risk Committee
from August 2004 to 31 July 2010.
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Ruth Carnall CBE

Non-Executive Board Member

Ruth Carnall CBE was appointed Chief Executive of NHS London in March 2007. From September 2006 she
worked as NHS London's Interim Chief Executive. Between 2004 and 2006 she was a freelance consultant
working for government departments including the Prime Minister's Delivery Unit and the Home Office, as
well as for the health service. Prior to 2004 Ruth worked in the NHS for over 25 years. During this time, she
undertook senior leadership positions at local, regional and national levels. In 1992 Ruth became Chief
Executive at Hastings and Rother NHS Trust. She was Chief Executive of the West Kent Health Authority for
six years before taking the position of Regional Director, South East, and then Director of Health and Social
Care for the South. From April 2003 to September 2004 Ruth served as Director of the Departmental Change

Programme at the Department of Health. She was awarded the CBE for services to the NHS in 2004.
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Rona Fairhead

Non-Executive Board Member and
Chair of Cabinet Office Audit and Risk Committee

Rona has been Chairman and Chief Executive of the Financial Times Group since June 2006. She sits on the
Pearson Board and is also a member of the Pearson Management Committee. In March 2008 Rona also
became responsible for Pearson VUE, Pearson’s vocational and professional certification business, and for

building Pearson’s involvement in professional/vocational education worldwide.

Rona joined Pearson plc in October 2001, became a Pearson director in 2002 and served as Pearson
Group’s CFO from June 2002.

Rona served as Chairman of Interactive Data Corporation's Board of Directors from September 2007 to July
2010.

Rona is a non-executive director of HSBC Holdings Plc and is a member of HSBC Group Risk and Group

Audit Committees.

Before joining Pearson, Rona was Executive Vice President, Strategy and Group Financial Control and a
member of the Executive Board at ICI plc, the international specialty chemicals and paints company. Prior to
her six years at ICl, she was a senior executive in the aerospace industry, working for Bombardier/Shorts
Aerospace and British Aerospace. In her early career she worked for Bain & Co and Morgan Stanley. Rona

has a law degree from Cambridge University and an MBA from Harvard Business School.
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lan Davis

Non-Executive Board member and
Member of Cabinet Office Audit and Risk Committee

lan Davis is an independent non-executive director of BP plc, Johnson and Johnson Inc., and Teach for All.

He is also a senior adviser to Apax Partners LLP.

He was a partner of McKinsey & Company for 31 years and served as Chairman and Worldwide Managing
Director between 2003 and 2009.

He was educated at Charterhouse and Balliol College, Oxford.
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Dame Barbara Stocking DBE

Non-Executive Board Member and
Member of Cabinet Office Audit and Risk Committee

Dame Barbara Stocking joined Oxfam GB as Chief Executive in May 2001. Oxfam GB is a major international
non-government organisation whose mission is “to work with others to overcome poverty and suffering”.
Barbara has provided strong leadership within the organisation, including the Oxfam International

confederation; and across the international development sector, during the last nine years.

Barbara is a member of the Steering Committee for Humanitarian Response (SCHR), an alliance for
voluntary action of currently nine major international humanitarian organisations, and was Chair from 2008 —
2010. She was also a member of UN Inter Agency Standing Committee for Humanitarian Action (IASC) from
2006-2010.

Barbara is a member of the Food and Agriculture Organisation (FAO) High Level External Committee on

Millennium Development Goals.

In 2007, Barbara was a member of the BBC’s impartiality panel on business coverage, led by Sir Alan Budd.

Previously a member of the top management team of the National Health Service, in her eight years with the
NHS, Barbara worked as regional director and then as the founding Director of the NHS Modernisation
Agency. Barbara has a Masters degree in physiology, and has broad experience of healthcare systems,
policy and practice, including periods at the National Academy of Sciences in the USA and with the World

Health Organisation in West Africa.

She was awarded a CBE for health services in 2000, and a Dame Commander of the British Empire (DBE) in
the 2008 Queen’s Birthday Honours List.
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CABINET OFFICE FINANCES — MANAGEMENT COMMENTARY

OVERVIEW

This section explains the framework for managing public money and reviews financial performance and
includes the following content:
e Cabinet Office core business and in year machinery of government and other changes;
e Framework for managing public money explains the relationship between Estimates, accounts and
budgets;
e Financial Review 2010-11 compares actuals in the accounts for 2010-11 against prior year 2009-10;
e Performance against Parliamentary Control Totals explains outturn against Estimate and outturn
against budget for 2010-11;
e Public Expenditure Data 2005-06 to 2014-15 explains outturn data and spending plans; and

e Other Information sets out additional disclosures.

CABINET OFFICE CORE BUSINESS AND MACHINERY OF GOVERNMENT
TRANSFERS OF FUNCTION

The Cabinet Office’s core business consists of three main areas of expenditure:
e supporting the Prime Minister and Deputy Prime Minister;
e supporting the Cabinet; and

e strengthening the Civil Service.

During the year the following machinery of government and other changes took place.

Office of Government Commerce and Buying Solutions

The Prime Minister announced on 15 June 2010 that ministerial responsibility for the Office of Government
Commerce (OGC), an independent office of Her Majesty's Treasury (HMT), and its executive agency Buying
Solutions (BS), would transfer from the Chancellor of the Exchequer to the Minister for the Cabinet Office and

Paymaster General.

Bringing together the OGC and BS with other functions in Cabinet Office provides a strong remit to improve
efficiency and effectiveness. This is a change to the Department traditional role as brokers across
government but will enable the Cabinet Office to best act as a strong centre for reform. Following this change,
the new Efficiency and Reform Group (ERG) has strategic and operational responsibility for OGC functions
including procurement (centralised procurement, procurement policy, transparency, capability and skills) and
projects (oversight, assurance, intervention, capability and skills). Buying Solutions, an executive agency and

trading fund, provides a national procurement service to UK public sector.

74



Cabinet Office Annual Report and Accounts 2010-11

These reforms are based on the understanding that by bringing the right set of cross government functions
together, benefits can be achieved where there is better working between the centre of government (HMT
and Cabinet Office) and Departments’ common interests can be pursued and linked together, such as
contract renegotiation involving IT and non-IT procurement and joint reviews of projects that combine IT and
non-IT elements. Further, all aspects of central government reform can be reviewed and considered

alongside one another, for example considering implications for the workforce and workforce development.

Constitutional and Political Reform

On 2 June 2010 the Prime Minister announced that responsibility for political and constitutional reform would
transfer to the Cabinet Office to support the Deputy Prime Minister. Consequently, the Elections and
Democracy Division and Parliament and Constitution Division in the Ministry of Justice (MOJ) Constitution
Directorate were transferred to the new Constitution Group in Cabinet Office. The Director and Director-
General responsible for this area also transferred to provide the senior leadership of the new Constitution

Group.

The Deputy Prime Minister also has policy responsibility for the Electoral Commission and the Independent
Parliamentary Standards Authority (although those bodies are wholly independent of Government) and will be
responsible for a range of other functions relating to elections, political parties and related matters and
various constitutional matters, including sponsorship functions in relation to the Parliamentary Boundary

Commissions for England and Wales.

The Government is committed to fundamental political reform, including a referendum on electoral reform
which was held on 5 May 2011, much greater co-operation across party lines, and changes to our political
system to make it far more transparent and accountable. The Deputy Prime Minister has special responsibility

for this policy area and the changes will support him carrying out his Ministerial responsibilities.

The benefits of making the change are to enable the Deputy Prime Minister to take Ministerial responsibility
for the constitutional and political reform programme and providing him and his Ministerial team with the civil
service support needed in order to deliver this substantive and high-profile agenda, which includes a
significant programme of legislation. These changes are also bringing together policy expertise in Whitehall
across a range of constitutional issues, including the framework of electoral law, the conduct of elections

constitutional settlement and devolution into the centre of Government.

Directgov

On 20 July 2010 the Prime Minister announced that ministerial responsibility for Directgov would transfer from

the Secretary of State for Work and Pensions to the Minister for the Cabinet Office and Paymaster General.

Directgov provides the primary channel for digital communication with citizens, and acts as a cross-
government digital service for all departments. Its role is to join up government information and services to

citizens in a way that meets their needs and drives efficiencies. It is also responsible for the convergence and
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rationalisation of citizen-facing government websites. There is scope for it to play a more effective role in
supporting departments in moving more public services online and in support of the transparency agenda by
integrating their work with the digital teams already based in the Cabinet Office. This will enable an integrated
digital team to be more effective in driving greater progress on digital public services, and should enable

internal efficiencies by removing duplication between the teams.

The objectives of bringing Directgov to the centre of government are to accelerate web rationalisation, enable

a step change in the way government delivers digital services and reduce costs.

The benefits of making the change were to ensure that Directgov is more effectively positioned to support the
necessary cross government work based in the Cabinet Office for driving improved efficiency and moving
government services online. Also to integrating Directgov with the digital teams already based in the Cabinet
Office will enable internal efficiencies by removing duplication between the teams. The Government has
announced a further drive to rationalise and close more websites, more rapidly. With Directgov positioned at
the centre and with the authority of the Cabinet Office to drive this work, the expected savings from web
rationalisation can then be achieved more quickly. In moving to the Cabinet Office, the Directgov funding was
reduced by a third over the Spending Review period, together with the funding for the digital teams based in
the Cabinet Office.

Directgov has changed its name with effect from 1 April 2011 and is how known as the Government Digital

Service. Throughout this set of accounts for the year ended 31 March 2011, it is referred to as Directgov.

OTHER CHANGES

Office for Civil Society

The Office of the Third Sector has become the Office for Civil Society and supports the Minister for Civil

Society who is based in the Cabinet Office.

Civil Service Commission

Under the provisions of the Constitutional Reform and Governance Act, the Civil Service Commission was
established as a body corporate (as an executive Non-departmental Public Body sponsored by the Cabinet
Office) on 11 November 2010.

The Commission will be responsible for upholding the principle that selection to appointments in the civil
service must be on merit on the basis of fair and open competition. The Commissioners publish a recruitment
code, monitor departmental practice and chair competitions for most senior posts. They also advise
departments on the promotion of the Civil Service code, which sets out the constitutional framework within
which all civil servants work and the values they are expected to uphold, will hear and determine appeals
raised by civil servants under the Civil Service Code; and may carry out additional functions in relation to the

Civil Service if agreed by the Minister for the Civil Service and the Commission.
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MANAGING PUBLIC MONEY FRAMEWORK

Parliament gives statutory authority for the use of resources and funds through the Supply Estimates in
order that the Cabinet Office may meet its expenditure and, in turn, the Department is accountable to
Parliament for the use of those resources and funds as reported in its annual accounts. The Cabinet Office,
like other government departments, needs to report its financial performance in a number of ways. These
are identified below.

Resource Estimate (Estimates Boundary)

The Estimate is a statement presented by HM Treasury to the House of Commons in which the Cabinet
Office seeks approval for its estimated spending for the coming financial year. The Estimate summarises
both the resources and the cash required for the year, and the Cabinet Office actual outturn against
Estimate is reported in the Statement of Parliamentary Supply within the accounts. This is a statement
which only applies to central government and has no equivalent statement in IFRS (International Financial

Reporting Standards) based accounts.

Accounts (Accounting Boundary)

The accounts are prepared annually and present the financial results of the Cabinet Office. They are
prepared in accordance with the 2010-11 Government Financial Reporting Manual (FReM) issued by HM
Treasury. The accounting policies contained in the FReM apply International Financial Reporting Standards
(IFRS) as adapted or interpreted for the public sector context. The Statement of Comprehensive Net
Expenditure, Statement of Financial Position, Statement of Cash Flows and Statement of Changes in
Taxpayers’ Equity have been adapted for central government from their commercial equivalents. The
accounting boundary includes the financial results for the Cabinet Office together with its Advisory Non-
Departmental Public Bodies (ANDPBs). These are bodies which the Cabinet Office sponsors and which
have links to the Department but whose work does not contribute directly to the achievement of the
Department’s objectives and whose funding arrangements can be separate.

Entities outside the departmental boundary are Executive Non-Departmental Public Bodies (eNDPBSs).
eNDPBs can be established in statute. They carry out administrative, regulatory and commercial functions.
They employ their own staff, are allocated their own budgets, are self-accounting and produce their own
accounts. Entities outside the departmental boundary are not consolidated for accounting purposes but are
consolidated for budgeting purposes. The accounts only include the grant-in-aid paid to the eNDPBs
sponsored by the Cabinet Office. The financial performance and assets and liabilities of the eNDPBs are not

consolidated within these accounts.

Further detail regarding the departmental boundary can be found at Note 36 to the accounts.
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Resource Budgeting (Budgeting Boundary)
Resource budgeting involves using accounting information as the basis for planning and controlling public
expenditure. It introduces new concepts such as capital consumption and requires the Cabinet Office to

match costs to the period in which the economic activity takes place.

Cabinet Office spending is controlled through the use of Departmental Expenditure Limits (DEL). Within DEL
limits resource spending and capital spending are controlled separately. The Cabinet Office manages its in-
year spending on this basis. The Cabinet Office’s DEL includes the full resource and capital DEL spending
of the eNDPBs as opposed to the grant-in-aid provided by the Cabinet Office to finance the activities of
eNDPBs.

DEL is spending within the Department’s direct control, and can therefore be planned over an extended
period. This includes items such as administration payments, payments to third parties including grants to
the private sector and to Local Authorities. It also includes expenditure incurred by its eNDPB which is
funded through Supply Estimates as a grant in aid payment. Capital budget spending is controlled because

net investment increases net borrowing and hence the level of debt.

The Department is expected to manage its resource and capital budgets within DEL and a breach will result
in an offsetting reduction in DEL for the year, following the year of the breach and the Accounting Officer
may be invited to appear before the Public Administration Select Committee to explain why the breach

occurred.

AME budgets are usually demand-led and not easily controllable by departments and so are set at the
beginning of each financial year by means of the Central Government Supply Estimates — Main Supply
Estimates. These can be updated with any changes announced during the year in the Supplementary
Estimates. The Estimates are subject to parliamentary approval. The Cabinet Office has no budget for
capital AME.

Administration budgets help drive economy and efficiency and are controlled to ensure that as much money
as practicable is available for front-line services and programmes. The administration budget is a control on
resources consumed directly by departments and agencies in providing services which are not directly
associated with front-line service delivery and the programme budget is a control on the costs of direct front-

line service provision or support activities that are directly associated with front-line delivery.

Relationship between Estimates and Accounts
The difference between the Cabinet Office’s Estimate and accounts arises in instances where the

Department is required to surrender income to the Consolidated Fund and in the case of election expenses.
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Income surrenderable to the Consolidated Fund is included in the accounts but has not been appropriated in
aid and, as such, has not been approved by Parliament for inclusion in the Department’s Estimate. Note 6 to

the accounts details income payable to the Consolidated Fund.

Election expenses are included in budgets and accounts but not in Estimates since they are classified as
Consolidated Fund Standing Services which are funded directly from the Consolidated Fund at Treasury

and therefore do not form part of Supply net cash requirement.

Relationship between Accounts and Budgets

The Department’s accounts differ from budgets in the following ways.

The accounts may include income payable to the Consolidated Fund that cannot be recorded against
budgeted Departmental Expenditure Limits. Also, budgets remove voted grant-in-aid paid to executive Non-
Departmental Public Bodies and replace it with their non-voted resource and capital consumption as
reflected in their audited accounts. Capital grants, classified as resource in Estimates and accounts, are

classified as capital in budgets to reflect the creation of assets in the wider economy.

Budgets include non-voted resource expenditure in relation to the salaries and pension costs of the UK
Members of the European Parliament (MEPSs). These are not included in Estimates since they are paid
directly from the Consolidated Fund as a standing service and these are not included in accounts, since the

Cabinet Office does not benefit directly from MEPS’ services and may not choose to re-deploy the funds.

Reconciliation between Estimates, Accounts and Budget
Reconciliations between Estimates, accounts and budgets for both resource and capital are set out at

Figure 2 in the section Performance against Parliamentary Control Totals.

International Financial Reporting Standards (IFRS)

With the introduction of International Financial Reporting Standards (IFRS) departmental budgets have
diverged from the financial statements in respect of the treatment of service concession arrangements and,
as a result, the budgetary framework remains consistent with the framework under which the Office for

National Statistics prepares the National Accounts.

The Cabinet Office has a service concession arrangement upon which it is required to dual report for
accounts and budgets. For accounts purposes, under IFRS, it is determined that the Department has control
of the associated assets and these are held on the Statement of Financial Position. For budget purposes
and for the purposes of the National Accounts, it is determined that the risks and rewards of the asset rest
with the provider and therefore the assets are held off the Statement of Financial Position. Adjustments are
made to net resource outturn and net voted capital to remove assets and related capital charges from

budget outturn; see Figure 2.
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Clear Line of Sight / Alignment Project

HM Treasury has implemented the Alignment (or ‘Clear Line of Sight’) Project which seeks to simplify
government’s financial reporting to Parliament by better aligning the recording of government spending in
departmental budgets, Estimates and accounts. Full details of the alignment reforms were set out in Cm
7567 published in March 2009.

Changes to the budgetary framework resulting from the Alignment Project have been implemented in 2010-
11. The main change is that the separate near-cash and non-cash controls within resource budgets have

been removed. Of those transactions previously recorded in non-cash budgets:

e cost of capital charge has been removed from budgets, Supply Estimates and accounts;
e provisions, revaluations, write-off of bad debt and exchange rate gains/losses have been moved from
DEL budgets into AME; and

e depreciation, impairments and notional audit fees have remained in Resource DEL.

Impairments score against DEL in cases of loss or damage to assets resulting from normal business
operations, abandonment of assets under construction or over-specification of assets. Impairments score

against AME where assets have been revalued below their historical cost carrying amount.

AME expenditure is classified as programme and, consequently, those items of expenditure that score
against AME (provisions, impairments and bad debt write offs) have likewise been classified as programme in
the accounts and the prior year expenditure has been restated from administration to programme; see Notes

2 and 11 to the accounts.

These classification changes, which are reflected in all departmental Estimates, have the effect of reducing
DEL budgets across departments in all years. However, the adjustments have no impact on the purchasing

power of departments or the planned level of expenditure.
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FINANCIAL REVIEW 2010-11

This section details the financial performance of the Department in the context of a year-on-year comparison in

order to identify the main drivers of change as reflected in the primary financial statements which comprise:

e Statement of Parliamentary Supply;

e Statement of Comprehensive Net Expenditure;
e Statement of Financial Position;

e Statement of Cash Flows; and

e Statement of Changes in Taxpayers’ Equity.

STATEMENT OF PARLIAMENTARY SUPPLY

This is the accountability statement for Parliamentary reporting purposes. It records the net resource outturn
compared to Estimate and only includes expenditure and income (Appropriations in Aid) allowable against the
Estimate. It also records the net cash requirement and a summary of income that may not be appropriated in

aid of the Department’s Estimate and which must be surrendered to the Consolidated Fund.

The net resource requirement limit is voted by Parliament and reflects the maximum amount of expenditure

which may be financed from the Estimate.

The net cash requirement limit is voted by Parliament and reflects the maximum amount of cash that can be
released from HM Treasury’s Consolidated Fund (the Government’'s general bank account at the Bank of

England) to a department in order that it may carry out its functions.

The Department’s net resource outturn decreased by £49 million from £515.209 million in 2009-10 to £466.209
million in 2010-11. Explanations are set out below in the Statement of Comprehensive Net Expenditure

variance analysis.

Net cash requirement decreased by £28.468 million from £464.682 million in 2009-10 to £436.214 million in
2010-11. This includes £23 million due to those departments, being HM Treasury, Department for Work and
Pensions and Ministry of Justice, who transferred functions to the Cabinet Office during the year. The Cabinet
Office is required to reimburse them for disbursements which they made up to the point of operational transfer

when they effectively were acting as agent on behalf of the Cabinet Office.
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STATEMENT OF COMPREHENSIVE NET EXPENDITURE

The Statement of Comprehensive Net Expenditure is similar to an income and expenditure statement and
includes all operating income and expenditure relating to the Department on an accruals accounting basis,

including items which sit outside of the Estimate, and components of other comprehensive income.

The differences between Comprehensive Net Expenditure (Accounts) and net resource outturn (Estimates) are
explained in the section above Managing Public Money Framework and are reported at Note 4.1 to the
Accounts.

The Department’s Comprehensive Net Expenditure decreased by £38.402 million from £604.293 million in
2009-10 to £565.891 million in 2010-11. The main drivers of this variance are detailed below.

Staff costs
Staff costs increased by £1.735 million from 2009-10 to 2010-2011. This was split between an decrease in
administration staff costs of £0.340 million and an increase in programme staff costs of £2.075 million.

Explanations are detailed below in addition to the analysis set out at Note 9 to the Accounts.

When the Coalition government initiated the £6 billion efficiency savings measurement throughout government

departments, the Cabinet Office introduced a Voluntary Exit Programme 2010-11.

The programme is one of a range of measures being implemented to achieve staff reductions, which also
includes an external recruitment freeze, limiting the use of agency workers and, where possible, redeploying

those staff without permanent roles into permanent positions when they become available.

All of these measures together are intended to reduce the need for compulsory redundancies in the
Department over the Spending Review period. This exercise cost £11.006 million which contributed towards
the increase and was offset by savings of £5.684 million on agency/temporary workers and of £1.744 million on
seconded staff.

Other administration costs

Other administration costs decreased by £8.223 million over the previous year which included a decrease of
£1.657 million in non-cash items. Other decreases of £6.566 million were mainly due to rentals under operating
leases, land and buildings and other costs. Explanations are detailed below in addition to the analysis set out at
Note 10 to the Accounts.

There is an increase of £1.123 million in areas of rentals under operating leases for land and buildings costs for
several reasons. A penalty payment was required on giving notice to take the lease break option on 9 Whitehall
leading to subsequent running cost savings. The Constitution Group’s arrival in the Department following the

machinery of government (MOG) changes required the Cabinet Office to pay the Ministry of Justice for the cost
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of the office space being used. In addition, Rosebery Court in Norwich also transferred to the Cabinet Office

following the arrival of the Office of Government Commerce.

Other costs comprise IT, consultancy, supplies and services, other staff related costs and travel, subsistence

and hospitality.

There is a decrease in IT costs of £2.738 million. During 2009-10 the Flex project was carried out which

contributed to higher IT cost however, no major projects were carried out during 2010-11.

Consultancy costs decreased by £12.442 million. These costs were kept to a minimum in accordance with the

coalition government’s efficiency savings measurements.

There is an increase in supplies and services of £13.150 million. Much of this relates to the central
management of Principal Civil Service Pension Scheme and reflects the implementation of new arrangements
to strengthen the governance and management of Civil Service Pension delivery. The remaining £2.590 million

relates to running costs of the department.

Other staff related costs were reduced by £2.115 million due to pension services being transferred to DWP as

part of the Shared Services programme.

There has been a decrease of £4.408 million in travel, subsistence and hospitality. The costs are kept to a

minimum to achieve savings to reach the coalition government’s savings target.

The non-cash decrease of £1.657 million was mainly attributable to a decrease in the carrying value of IT
software which resulted from the assets of the SCOPE programme being transferred to other government
bodies in 2009-10.

Programme costs

Programme costs year on year decreased by £35.036 million which included a decrease of £5.064 million of
non-cash items. Other items include an increase in PFI service charge of £8.717 million, an increase in other
near-cash items of £0.110 million and a major decrease of £38.799 million in grants. Explanations are detailed

below in addition to the analysis set out at Notes 11 and 11.1 to the Accounts.

PFI Service Charge

The provision for Information and Communications Technology (ICT) Services to the Cabinet Office includes
certain infrastructure assets for use in delivering public services that fall within the scope of IFRIC 12 service
concession arrangements. An increase in expenditure has arisen because of the increased number of staff in
the department related to the machinery of government transfers, the additional costs for setting up costs of the
new units in other buildings, and expenditure (previously prepaid), for use of assets provided on a non-

exclusive basis, such as servers.
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Other

There has been an overall increase of £0.110 million in programme costs.

Consultancy costs decreased by £5.929 million due to part of the “Get Safe Online” under Cyber Security

Information Assurance Programme which took place in 2009-10 and ceased in 2010-11.

There has been a year on year increase of £6.9 million in election expenses. In 2009-10 the European 2009
elections were budgeted at £95.3 million and in 2010-11 the UK Parliamentary elections for England and

Wales were budgeted at £102.2 million.

A decrease of £2.2 million in grant fund management services reflects a reduction in the fees paid to
Futurebuilders due to the Cabinet Office offsetting the fees payable to them against the returns of the fund in
2010-11.

Grants
Resource Grants
A decrease of £11.869 million of resource grants is mainly due to Hardship Fund, National Citizen Service and

Transition Fund.

The Hardship Fund was reduced by £16.925 million. The Hardship Fund was set up in 2009-10 to support
organisations through the downturn for one year only as part of the previous Government's Real Help for

Communities Action Plan hence, there were no costs in 2010-11.

The National Citizen Service and the Transition Fund were new programmes which started following the
formation of the coalition government in May 2010. A sum of £2.562 million and a sum of £9.057 million were

applied respectively through these programmes.

Capital Grants

There was an overall decrease of £18.573 million in capital grants.

There is a reduction of £5.089 million in monies given through Local Authorities and a reduction of £2.401
million through the Private Sector to the Community Assets programme. The Community Assets programme is
a multi-year grant funding programme with 2010-11 being the last year for disbursements of grants. The
reduced payments reflect the agreed profile for the programme with the projects within it coming to an end
during 2010-11.

A reduction of £14.258 million paid to the Futurebuilders Fund in 2010-11 is due to the following reasons. In
2009-10 Modernisation Fund was part of the Previous Government's Real Help for Communities Action Plan for
one year only, in addition to the Futurebuilders fund under the same contract. The plan ceased in 2010-11
which partially contributed to the reduction. Furthermore, the Futurebuilders programme is a multi-year grant

funding programme with the agreed disbursements of the grants coming to an end in 2010-11.
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There is an increase of £3.175 million to Grassroots Grants programme which is a match endowment fund.
Increased payments in 2010-11 reflect a better performance of the participants raising funds from the private

sector, which is then matched by the government.

Grants-in-aid

There is an overall decrease of £8.357 million in Grants-in Aids including a decrease of £8.522 million which is
associated with Capacity Builders (UK) Limited. In 2009-10 Capacitybuilders (UK) Limited delivered an
additional fund, Modernisation Fund as a one year fund. Additionally in 2010-11 Capacitybuilders (UK) Limited
was asked to make savings as part of the new coalition government's efficiency savings programme. In 2010-
11 grant-in-aid of £0.409 million was given to the Civil Service Commission which was established on 11
November 2010.

Non-cash
There is a decrease of £5.064 million in non-cash expenditure from 2009-10 to 2010-11 which is mainly

attributable to high level of impairment in 2009-10, resulting from the ending of the Scope programme.

Income
An overall decrease of £3.122 million in income comprises a decrease of £5.909 million in administration and
an increase of £2.787 million in programme. Explanations are detailed below in addition to the analysis set out

at Note 12 to the Accounts.

Administration
Overall administration income decreased over a humber of income streams by £5.909 million from £56.638
million in 2009-10 to £50.729 million in 2010-11.

There is an increase of £7.293 million in the central management of Principal Civil Service Pension Scheme.
The increase reflects new arrangements to strengthen the governance and management of the Civil Service

Pension arrangements.

There is an increase of £1.399 million in Civil Service Pensions Transformation Project. Income received from
the Principal Civil Service Pension Scheme (PCSPS) contributes towards the cost of the project. The Civil

Service Pensions Transformation Project is developing a new business delivery model.

Income from the services of Office of the Parliamentary Counsel (OPC) reduced by £7.789 million due to the
improvement in the recovery process to avoid high administrative cost to the Cabinet Office. In 2010-11 OPC
invoiced other government departments, only for additional charges incurred to deliver the service whereas, in

previous years the budget element owed to other government departments was also included in the income.

There was a reduction of £2.897 million in income from Emergency Planning College (EPC) events. In April
2010 EPC entered into a management partnership with the service providers Serco. From this point all

responsibility for running the EPC business, including estate matters, provision of utilities, delivery of training
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services etc., became the responsibility of Serco and all course fees are now paid to Serco. The contract
includes a carefully negotiated profit/loss share system under which the EPC is entitled to a percentage share
in any profits generated by Serco. The income during the financial year was for the courses delivered by the
EPC between 1 April and 16 April 2010 prior to the contract sign up.

Departmental Capability Reviews were conducted by the Cabinet Office on behalf of several other government
departments and the money was recouped. The reduction of £1.157 million in income is due to the fact that no

reviews were conducted during the year.

Programme
Programme income increased by £2.787 million and is largely attributable to the National Citizen Service and

Income Payable to Consolidated Fund.

The National Citizen Service is a new programme of the Coalition Government. The Department for

Communities and Local Government agreed to contribute £1.5 million towards this new programme.

Income payable to the Consolidated Fund has increased by £2.099 million. Executive hon —departmental public
bodies, Capacity Builders (UK) Limited and the Commission for the Compact Limited ceased to operate after
31 March 2011 and as at 31 March 2011 recorded net assets, mainly cash, which were owing to the Cabinet
Office in the amounts of £2.192 million and £0.061 million respectively. The Cabinet Office has recorded these

as amounts payable to HM Treasury’s Consolidated Fund.

STATEMENT OF FINANCIAL POSITION

The Statement of Financial Position recognises current and non-current assets and liabilities of the

Department.

The Cabinet Office held net assets worth £152.275 million at 31 March 2011 (2009-10 Restated: £168.148

million) comprising:

e Non-current assets of £204.854 million (2009-10 Restated: £190.173 million);

e Current assets (excluding cash) of £97.034 million (2009-10 Restated: £27.647million);
e Cash held of £34.022 million (2009-10 Restated: £29.219 million);

e Current liabilities of £177.395 million (2009-10 Restated: £70.644 million);and

e Provisions of £6.240 million (2009-10 Restated: £8.247 million).
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The Department’s net assets decreased by £15.873 million as set out below.

Non-current assets
An overall increase of £14.681 million in non-current assets comprises an increase of £17.358 million in
Property, Plant and Equipment, a decrease of £0.883 million in Intangible Assets, a decrease of £0.128 million

in Other Financial Assets and a decrease of £1.666 million in Other Non-Current Assets.

Property, Plant and Equipment and Intangible Assets

An increase of £17.358 million in Property, Plant and Equipment was due to the following reasons. Capital
additions for the year amounted to £12.805 million and related predominantly to the 70 Whitehall modernisation
programme. Further, a total revaluation of £13.207 million was recorded. The increase in valuation of land and
buildings and dwellings resulted from a 7 percent increase in the index applied to Whitehall properties. The
increase in valuation of art and antiques arose from professional valuations of items by Townley Valuation
Services Limited. Depreciation charges amounted to £8.510 million during the year 2010-11 which is a similar

level to the prior year.

Other financial assets

During 2010-11 financial assets have decreased by £0.128 million primarily due to an impairment of the
interest-free loans made to Bridges Social Entrepreneurs Fund LP which invests in social enterprises. The
reason for the impairment is that some of the loans drawn down from the Cabinet Office have been used to pay
the Cabinet Office’s share of the Fund’s expenses (primarily the Priority Profit Share to the General Partner),
and there has also been a provision made against the value of one of the portfolio companies named ‘Call

Britannia’.

Other non-current assets

The decrease of £1.666 million represents the non-current part of PFI prepayments, milestone payments under
a service concession arrangement to provide infrastructure assets for use in delivering public services. The
decrease reflects the utilisation of the prepayments for the use of assets provided on a non-exclusive basis,

such as servers.

Further details on non-current assets can be found at Notes 14, 15, 17 and 21 to the Accounts.

Current Assets

Trade receivables and other assets
An upward movement of £69.147 million in Trade receivables and other assets is mainly attributable to

advances to Returning Officers - Elections and prepayments and accrued income.
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A sum of £48.527 million represents advances of £42.104 million outstanding from Acting Returning Officers in
respect of the UK Parliamentary elections held on 6 May 2010, advances of £0.195 million in respect of UK
Parliamentary by-elections and advances of £6.228 million outstanding from Regional and Local Returning
Officers in respect of the 2009 European Parliamentary elections. A nil balance was reported in the exporting
department’s book at 31 March 2010.

An increase of £21.076 million on prepayments and accrued income is predominantly due to invoices being

raised later in the year in respect of Civil Service Pensions.

Further details on Trade receivables and other assets movements can be found at Note 21 to the Accounts.

Cash and cash equivalents

The cash balance of £34.022 million comprises an element remaining from Supply of £6.179 million and an
element relating to Consolidated Fund Extra Receipts (CFERSs) of £0.265 million and an element relating to
Consolidated Fund Standing Services (CFSS) of £27.578 million.

The cash balance of £27.578 million at 31 March 2011 represents £19.612 million in respect of the UK
Parliamentary elections held on May 6 2010, £0.065 million in respect of UK Parliamentary by-elections and
£7.901 million in respect of the 2009 European Parliamentary elections. Of the £7.901 million, an amount of
£5.547 million represents an under-spend on the 2009 European Parliamentary elections and has been

classified as a non voted receipt surrenderable to the Consolidated Fund.

The cash balance held by the Department increased year on year by £4.803 million. That element remaining
from Supply has decreased year on year by £9.086 million due to the fact that the Department gets advance
notification on a regular basis from the shared services of the amount of BACS payments before they are
released. As a result Cabinet Office has control over cash management and kept the bank balance to a
minimum. The element of non supply relating to CFSS has increased year on year by £13.889 million due to

the UK Parliamentary elections.

Further details on cash and cash equivalents can be found at Note 22 to the Accounts.

Current liabilities

Trade payables and other liabilities
Trade payables and other liabilities increased by £106.751 million.

The supply creditor of £6.179 million is a factor of the closing cash balance which has decreased since 2009-
10; see above explanation under cash and cash equivalents. The year on year increase in trade payables and
other liabilities excluding supply creditors amounts to £115.965 million. This is mainly attributable to the

following.
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An increase in year end accruals and deferred income of £14.694 million is mainly attributable to Civil Service
Pensions and Pensions Administration Change Programme expenses which were accrued later in the year. A
sum of £11.006 million is accrued for Cabinet Office Voluntary Exit Programme termination benefits.

The Cabinet Office owes the sum of £23.130 million to exporting departments upon machinery of government
transfers of function into the Cabinet Office in order to reimburse them for making disbursements acting as
agent on behalf of the Cabinet Office during the financial year.

There has been an increase of £56.623 million in accruals relating to election expenses as a result of the UK
Parliamentary elections. The balance of £68.182 million at 31 March 2011 comprises £59.340 million in respect
of the UK Parliamentary elections, £0.260 million in respect of UK Parliamentary by-elections and £8.582
million in respect of the 2009 European Parliamentary elections. An amount of £5.547 million represents an
under-spend on the 2009 European Parliamentary elections and has been classified as a non voted receipt

surrenderable to the Consolidated Fund.

Further details on Trade payables and other liabilities movements can be found at Note 24 to the Accounts.

Non-current liabilities
Provisions
The balance of provisions decreased by £2.007 million from 2009-10 to 2010-11.

The early departures provision provides for the additional cost of benefits beyond the normal Principal Civil
Service Pensions Scheme (PCSPS) when employees retire early. The balance of this provision decreased by

£1.465 million since utilisation was much greater than the amount provided in year.

A specific dilapidation provision is made where the Department is required to bring a property into a good state
of repair at the end of a lease. A provision is made for the estimated costs of these repairs based on a rate per
square metre which is updated each year on advice from a facilities management company. A provision is also
written back when not required. There were no provisions made for dilapidations during 2010-11 as it was
already fully provided. The balance of this provision decreased by £0.542 million for the following reasons.
During the year provisions of £0.333 million were written back in respect of 10 Great George Street £0.099
million, Stockley House £0.124 million and Belgrave Road £0.110 million. Provisions of £0.209 million were
utilised in respect of 10 Great George Street £0.096 million and Stockley House £0.113 million.

Further details on provisions can be found at Note 25 to the Accounts.
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STATEMENT OF CASH FLOWS

The Statement of Cash Flows shows the increases or decreases in the amounts of cash and how this has been
absorbed by the Department during the year on its operating activities and capital expenditure. The net cash
requirement is set out at Note 5 to the Accounts and at Figure 1 in the section Performance against
Parliamentary Control Totals.

STATEMENT OF CHANGES IN TAXPAYERS’ EQUITY

The Statement of Changes in Taxpayers’ Equity records the change in equity between the beginning and end

of the reporting period which reflects the increase or decrease in the department’s net assets during the period.

The change in equity represents the comprehensive net expenditure for the year and notional charge of
auditors’ remuneration, Parliamentary funding and payable and receivable adjustments for Supply and
consolidated fund extra receipts (CFERs) and non voted receipts payable to the Consolidated Fund and any

assets and liabilities introduced or removed from the books.

This statement reflects the unrealised element of revaluations on property, plant and equipment, intangible and
donated assets. These gains have not been reflected in the Net Operating Cost and instead reflect movements
within the Statement of Financial Position. As reserves are realised on asset disposal, a relevant portion of the

reserve is transferred to the General Fund.
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PERFORMANCE AGAINST PARLIAMENTARY CONTROL TOTALS

OUTTURN AGAINST ESTIMATE

Authority was sought in the Spring Supplementary Supply Estimate (HC 790) for provision for a net resource
requirement of £483.332 million, a net voted capital requirement of £13.164 million and a net cash requirement
of £486.924 million. Outturn against Estimate is set out at Figure 1 below. Year on year variances are

explained in the previous section, Financial Review 2010-11 Statement of Comprehensive Net Expenditure.

Net Resource Outturn

Actual net resource requirement for this period was £466.209 million, a saving of £17.123 million against
Estimate of £483.332 million. Savings are mainly attributable to under-spends on ring-fenced depreciation.
Note 3 to the Accounts provides a breakdown of net resource outturn and variances are explained in Figure 2

below which contains a reconciliation between the Department’s Estimate, Accounts and Budget.

Net Voted Capital
Actual Net Voted Capital for the period was £13.045 million, a small saving of £0.119 million against an
Estimate of £13.164 million.

Adjustments
Accruals adjustments comprise non-cash items listed at Notes 10 and 11 to the Accounts which largely
represent capital charges in respect of property and also changes in working capital and in the use of provision

as set out at Note 5 to the Accounts.

Net Cash Requirement

The Cabinet Office required cash amounting to £436.214 million to finance its activities; £50.710 million less
than the sum approved by Parliament. The under-spend was mainly attributable to increases in creditors being
an increase in accruals of £14.7 million, an accrual for termination benefits of £11 million and a creditor to
exporting departments relating to machinery of government transfers of £23 million. See Note 5 to the

Accounts.
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FIGURE 1

Outturn against Estimate and reconciliation of net resource outturn to net cash requirement

2010-11

Outturn Estimate Variance Variance
2009-10
Saving/ Saving/ Outturn
(excess) (excess) Restated
£000 £000 £000 % £000
Net Resource Outturn 466,209 483,332 17,123 3.5% 515,209
Net Voted Capital 13,045 13,164 119 0.9% 10,500
Total 479,254 496,496 17,242 3.5% 525,709
Accruals adjustments (43,040) (9,572) 33,468 349.6% (61,027)
Net Cash Requirement 436,214 486,924 50,710 10.4% 464,682

OUTTURN AGAINST BUDGET

HM Treasury have introduced data quality measures with a measure of data accuracy as a simple proxy for
sound in-year control and a “traffic light” system as a method to indicate results. Treasury consider a 2%
variance acceptable with status “green”, a 5% variance has “amber” status and a variance of greater than 5%
has “red” status. Treasury’s intention is that a Department may improve against its own results and against
standard indicators.

Cabinet Office reports savings of 0.2% against resource DEL excluding Consolidated Fund Standing Services,
ring-fenced depreciation and notional audit fee and a 4.7% saving against overall resource DEL and savings of
0.2% against capital DEL.

A commentary on outturn against budget which is set out at Figure 2 below is analysed between administration
and programme and further analysed by Consolidated Fund Standing Services, ring-fenced depreciation, other
notional costs and other expenditure. Additional commentary is provided for non-voted expenditure. Year on
year variances are explained in the previous section Financial Review 2010-11, Statement of Comprehensive
Net Expenditure and Statement of Financial Position.

Resource Departmental Expenditure Limit (RDEL) — see Figure 2 (a)

The Cabinet Office’s resource budget for 2010-11 was £517.610 million, and actual outturn was £493.497
million, a saving of £24.113 million (4.7%) against the Resource Departmental Expenditure Limit (RDEL) in the

Estimate approved by Parliament.

Resource DEL underspend in total £24.113 million

The overall resource DEL underspend comprises an underspend in other costs RDEL of £0.835 million (0.2%),
an underspend of £4.444 million (66.9%) for the Salaries and Pensions of the Members of the European
Parliament (MEPSs), an underspend on ring-fenced depreciation of £18.877 million (68.33%) and an overspend
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in notional audit fee in RDEL of £0.043 million (15.5%). The overall resource DEL saving consists of a saving

on administration expenditure of £22.006 million and a saving on programme expenditure of £2.107 million.

Other resource underspend £0.835 million and £4.444 million
The Cabinet Office’s other resource underspend comprises savings of £0.835 million relating to core Cabinet
Office activities and £4.444 million relating to the salaries and pensions of the UK Members of the European

Parliament.

Core Cabinet Office activities
The overall saving of £0.835 million includes £0.874 million saving generated by executive non-departmental

public bodies and an overspend on the service concession of £2.089 million.

Savings have been achieved by the introduction of tighter controls on most components on administration
expenditure, including staffing levels, the employment of consultants, marketing and advertising, and ICT
programmes.

Service Concession (administration)
The overspend of £2.089 million is due to the increased number of staff in the department related to the

machinery of government transfers and the additional costs for setting up the new units in other buildings.

eNDPB Resource Consumption (non-voted programme) £0.874 million

There was a small underspend of £0.797 million for Capacity Builders (UK) Limited and this was mainly due to
grant holders reporting underspends and a number of planned programme activities did not take place
following the Government’'s review of arm’s length bodies and due to changing priorities, government’s
spending controls and impending organisation closure. The administration budget was underspent primarily
because of the introduction of spending controls, and the impending closure; but closure costs reduced the

under-spend. There was a £0.052 million overspend by the Commission for the Compact Limited.

The Civil Service Commission ended the financial year with a variance from the budget of £0.129 million. This
is because in May 2010 the government implemented a freeze on recruitment from outside the Civil Service
other than frontline posts and business critical posts with Secretary of State approval, and this reduced the
number of the most senior appointments for Commissioners to directly regulate. In addition, there was a
reduction in cost of the interim First Civil Service Commissioner, during January, February, March and April, as

a result of his dual appointment as Commissioner for Public Appointments.

Virement from other administration to other programme

The overall saving of £0.835 million includes an overspend of £1.787 million against programme and an
underspend of £2.622 million against administration budgets. A virement was required from administration to
programme in the amount of £1.730 million. HM Treasury has approved this virement request subsequent to

the financial year-end.
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Salaries and pensions of the UK Members of the European Parliament (MEPS)
The underspend of £4.444 million is due to a number of MEPSs not being re-elected, and from May 2009 all new
MEPs (and those who chose to move) are paid by the European Parliament rather than by national

governments.

Only 6 MEPs were paid from July 2009, as opposed to 78 previously; this is due to the 6 MEPs not opting out
under new legislation to be paid by the European Union and remained being paid from the Consolidated Fund.
During 2010-11 there were no leavers and no severance payments. The figure for salaries in 2009-10 included
severance payments made during that period. The lump sum pension payment was approximately £0.430

million less in 2010-11 due to a fewer number of MEPS retiring.

The Cabinet Office does not benefit from the services of the UK Members of the European Parliament and may
not re-deploy un-spent funds. Salaries and pensions are paid from the Consolidated Fund Standing
Services and the under-spend belongs to Treasury’'s Consolidated Fund. Therefore, although this is a charge

against the Cabinet Office’s non-voted resource DEL, it does not form part of the Estimate nor the Accounts.

Ring-fenced depreciation underspend £18.877 million

The ring-fenced depreciation in administration and programme is £18.877 million less than originally planned.
The original depreciation budget was set during the CSR 2007 and included depreciation costs for the SCOPE
programme. The SCOPE programme ceased in 2009 and the assets were impaired in 2009-10 and the
programme’s assets were transferred to other government bodies; as a result depreciation cover was not

needed for the programme in 2010-11.

Adjustments to RDEL- Depreciation on property, plant and equipment £0.904 million

The following item is excluded from RDEL in the reconciliation between accounts, Estimates and budgets. The
element of depreciation relating to infrastructure assets determined as part of the service concession has been
removed from budget, since the service concession assets are excluded from the Statement of Financial

Position for budget purposes.

Virement from administration to programme
The budget for ring-fenced depreciation was held in administration and a virement was required from
administration to programme to cover the depreciation in the amount of £0.550 million accounted for as

programme. HM Treasury has approved this virement request subsequent to the financial year-end.

Notional audit fee overspend £0.043 million
This notional audit fee to the National Audit Office was increased to incorporate the fee for auditing the 2010-11
Statement of Accounts for Returning Officers’ Expenses for England and Wales in respect of the UK

Parliamentary Elections 2010.
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Resource Annually Managed Expenditure (RAME) — see Figure 2(a)

An HM Treasury budgetary control on the resources, AME spending forms part of Total Managed Expenditure
(TME) and includes that expenditure which is generally less predictable and controllable than expenditure in
DEL. Under the new HM Treasury rules all provisions in budget terms will be classified as Annually Managed
Expenditure as well as impairments caused by write downs to open market value, catastrophe and unforeseen
obsolescence. The Cabinet Office has made provision to cover the costs of early departures, specific property

dilapidations and doubtful debts and has impaired some capital assets.

Resource AME underspend in total £0.928 million
The RAME actual outturn of £0.067 million against a budget of £0.995 million comprises an underspend of
£1.090 million relating to early departures, an underspend of £0.322 million relating to dilapidations and an

overspend of £0.529 million relating to doubtful debt provisions. See Notes 21 and 25 to the Accounts.

Early departures

New provisions were under budget by £0.248 million and cash utilisation was greater than expected by £0.842
million. New provisions had been budgeted for staff of the Office of Government Commerce (OGC) but in the
event there were no new OGC entrants during 2010-11. Cash utilisation for OGC early departures exceeded

budget.

Dilapidations

During the financial year, the Cabinet Office disposed of certain leasehold properties in London: one floor at 10
Great George Street on lease expiry, the final remaining floor in Stockley House and the final remaining pocket
of space at a building on Belgrave Road. Provisions in the amount of £0.333 million were no longer required
and were written back in respect of 10 Great George Street, Stockley House and Belgrave Road and provisions

in the amount of £0.208 million were utilised in respect of 10 Great George Street and Stockley House.

At the time of the Spring Supplementary Estimate it had been anticipated that an increase in provision would be
required for remaining leasehold properties which would offset the write back in provision of £0.333 million but
by 31 March 2011 it transpired that additional provision was unnecessary. Cash utilisation was £0.011 million

less than planned.
Doubtful Debts

Provisions for doubtful debts have been made against bodies external to government. See Note 21 to the

Accounts.

Capital Departmental Expenditure Limit (CDEL) — see Figure 2(b)

The Cabinet Office’s capital budget for 2010-11 was £86.732 million and actual outturn amounted to £86.571
million, a saving of £0.161 million (0.2%) against the Capital Departmental Expenditure Limit (CDEL) in the

Estimate approved by Parliament.
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Capital DEL underspend in total £0.161 million
This overall underspend comprises: an underspend of £0.119 million on capital assets and an underspend of

£0.042 million on capital grants.

Total capital assets underspend £0.119 million
An underspend of £0.119 million comprises £0.281 million overspend on non current assets, an underspend of

£0.404 million on loans and sales proceeds were £0.004 million less than expected.

Voted Non Current Assets underspends

The overspend on non current assets for property, plant and equipment of £0.281 million largely relates to
essential building refurbishment scheduled for 2011-12 which was brought forward into 2010-11; see Note 14
to the Accounts.

A small overspend of £0.017 million for intangible assets is largely relating to the purchase and development of
IT software; see Note 15 to the Accounts. Sales proceeds were within budget with a negligible shortfall of
£0.004 million.

Voted loans underspend £0.404 million

A loan of £0.244 million compared to the Estimate of £0.648 million was made to Bridges Social Entrepreneurs
Fund LP, matched by private sector finance. The fund aims to improve access to risk capital for new and
growing social enterprises to scale their delivery of high social impacts. The underspend represents the fund
making fewer investments than forecast and the fact that a sum of money was returned to Cabinet Office on
the last day of the financial year due to the ratio by which Cabinet Office contributions to the fund being

calculated as more investors came to the fund. See Note 17 to the Accounts.

Non-Voted Non Current Assets £NIL

Commission for the Compact Limited’s expenditure on non current assets was in line with their forecast.

Total capital grants under-spend £0.042 million

Voted Capital Grants
An underspend of £0.039 million is tiny compared to the overall capital grants budget of over £71 million and is
due to carefully managed and well forecasted capital grants budget. The underspend relates to the Community

Assets Fund not requiring £0.039 million. See Note 11 to the Accounts.

Non-Voted Capital Grants

Overall, Capacity Builders (UK) Limited reported a net underspend of £0.003 million against a reported total
capital budget in the Spring Supplementary Estimate of £2.083 million. The figures reflect a strong, carefully
managed performance for the year, with the overall variance falling well within the business plan target (agreed

with the Office for Civil Society) to spend within 5% of delegated funds.
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FIGURE 2

Reconciliation between Estimates, Accounts and Budgets

2(a) Resource

Variance Variance IR
Notes to Outturn
Accounts Outturn Budget restated
Saving/ Saving/
(excess) (excess)
£000 £000 £000 % £000
Net resource outturn (Estimates) 4.1 466,209 483,332 17,123 S5, 515,209
Add consolidated fund extra receipts 7 (2,518) = 2,518 100 (402)
Add Non voted Expenditure
Non Supply Expenditure
for Consolidated Fund Standing Services
(CCFSS) — Elections 11 102,200 102,200 - - 95,300
Remove cost of capital 2 - - - - (5,814)
Net operating cost (Accounts) 4.1 565,891 585,532 19,641 3.4 604,293
Add back cost of capital 2 - - - - 5,814
Remove consolidated fund extra receipts 2,295 - (2,295) (100) 18
Remove:
Capital Grants 11 (71,435) (71,474) (39) (0.1) (90,008)
Gains and losses from sales of capital assets - - - - (478)
Depreciation on Property, Plant and Equipment
on dual reporting PFI Assets (904) - 904 100 (251)
Remove voted Grant-in-Aid to executive
NDPBs 11
Capacity Builders (UK) Limited (30,855) (30,855) - - (39,377)
Commission for the Compact Limited (1,600) (1,600) - - (1,992)
Civil Service Commission (409) (538) (129) (24.0) -
Remove voted Service Concession (programme) 3 (12,930) (9,200) 3,730 40.5 (4,213)
Add non-voted eNDPB resource consumption
Capacity Builders (UK) Limited 27,975 28,772 797 2.8 35,507
Commission for the Compact Limited 1,641 1,589 (52) (3.3) 2,035
Civil Service Commission 409 538 129 24.0 -
Add non-voted expenditure
Service Concession (administration) 11,289 9,200 (2,089) (22.7) 4,213
Salaries and pension costs of UK
Members of the European Parliament (MEPS) 2,197 6,641 4,444 66.9 4,723
Grand Total Resource Budget (Budgets) 493,564 518,605 25,041 4.8 520,284
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2(a) Resource (continued)

Variance  Variance 200910
Notes to Outturn
Accounts Outturn Budget restated
Saving/ Saving/
(excess) (excess)
£000 £000 £000 % £000
Clear Line of Sight Adjustments
Remove cost of capital - - - - (5,814)
Reclassify to Annually Managed Expenditure (AME) (67) (995) (928) (93.3) (5,781)
Classification change:
Losses from sale of capital assets remain in RDEL - - - - 477
Grand Total Resource Budget (Budget) DEL 493,497 517,610 24,113 4.7 509,166
of which:
Departmental Expenditure Limit (DEL) 493,497 517,610 24,113 4.7 509,166
Annually Managed Expenditure (AME) 67 995 928 93.3 5,781
Resource DEL
Other costs 8 380,031 380,866 835 0.2 398,678
Consolidated Fund Standing Services— Election costs 11 102,200 102,200 - - 95,300
Consolidated Fund Standing Services — MEPs 8 2,197 6,641 4,444 66.9 4,723
Ring-fenced depreciation 8 9,652 27,625 17,973 65.1 10,454
Depreciation on dual reporting PFI assets 8 (904) - 904 100.0 (251)
Notional audit fee 8, 10 321 278 (43) (15.5) 262
Total 493,497 517,610 24,113 4.7 509,166
of which :
Programme
Other costs 186,239 184,452 (1,787) (1.0) 210,842
Consolidated Fund Standing Services— Election costs 11 102,200 102,200 - - 95,300
Consolidated Fund Standing Services — MEPs 2,197 6,641 4,444 66.9 4,723
Ring fenced depreciation 550 - (550) (100.0) 4
Depreciation on dual reporting PFI assets - - - - -
Total 291,186 293,293 2,107 0.7 310,869
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2(a) Resource (continued)

Variance  Variance 2009-10
Notes to Outturn
Accounts Outturn Budget restated
Saving/ Saving/
(excess) (excess)
£000 £000 £000 % £000
Administration
Other costs 193,792 196,414 2,622 1.3 187,835
Ring fenced depreciation 9,102 27,625 18,523 67.0 10,450
Depreciation on dual reporting PFI assets (904) - 904 100.0 (251)
Notional audit fee 321 278 (43) (15.5) 262
Total 4.2 202,311 224,317 22,006 9.8 198,296
Resource AME
New provisions 11 757 1,339 582 43.4 1,063
Impairments — capital assets 11 543 607 64 10.6 6,846
Impairments — loans 11 352 332 (20) (6.0) -
Provisions and write off for bad debts 11 958 429 (529) (123.3) 65
Subtotal 3 2,610 2,707 97 3.6 7,974
Utilisation / Release of existing provisions 25 (2,543) (1,712) 831 48.5 (2,193)
Total 67 995 928 93.3 5,781
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FIGURE 2

Reconciliation between Estimates, Accounts and Budgets

2(b) Capital
Notes to Variance Variance 2009-10 Outturn
Accounts Saving/ Saving/ Restated
Outturn Budget (excess) (excess)
£000 £000 £000 % £000
Non-Current Assets
Property, Plant and Equipment 14 12,805 12,541 (264) (2.1) 15,085
Intangible assets 15 17 - (17) (100.0) 2,596
Subtotal 12,822 12,541 (281) (2.2) 17,681
Remove:
Sales proceeds on capital asset
disposals (2) (5) (4) (80.0) (5,479)
Property, Plant and Equipment - - - - (594)
Subtotal 12,821 12,536 (285) (2.3) 11,608
Loans 17 244 648 404 62.3 662
Loan repayments 17 (20) (20) - - (20)
Net voted capital (Estimates) 13,045 13,164 119 0.9 12,250
eNDPB non-voted capital
consumption
Commission for the Compact Limited 11 11 - - 13
Capacity Builders (UK) Limited - - - - 122
Total capital assets (Budgets) 13,056 13,175 119 0.9 12,385
Capital Grants 11 71,435 71,474 39 0.1 90,008
eNDPB non-voted capital grant
consumption
Capacity Builders (UK) Limited 2,080 2,083 3 0.1 3,248
Total capital grants (Budgets) 73,515 73,557 42 0.1 93,256
Grand Total Capital Budget
(Budgets) 86,571 86,732 161 0.2 105,641
Classification change
Profit/(Losses) from sale of capital
assets remain in RDEL - - - - (477)
Capital budget (Budgets) 86,571 86,732 161 0.2 105,164
Of which:
Departmental Expenditure Limit
(DEL) 86,571 86,732 161 0.2 105,164
Annually Managed Expenditure
(AME) - - - - -
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PUBLIC EXPENDITURE DATA 2005-06 to 2014-15

INTRODUCTION

The aim of the published expenditure data tables is to present spending plans and comparable outturn data
and to provide an explanation of the Cabinet Office’s budgetary spending. These tables analyse spending in
terms of the main spending control aggregates: the Departmental Expenditure Limit (DEL), showing resource
DEL (RDEL) and capital DEL (CDEL) consumption and departmental Annually Managed Expenditure (AME).

Departmental Expenditure Limit

DEL budgets are negotiated with HM Treasury by means of Spending Reviews (SR) and the most recent is
the Spending Review 2010 (SR2010) covering financial years 2011-12, 2012-13, 2013-14 and 2014-15. The
SR2010 is the starting point for departments to plan their expenditure over a four year period and, once
agreed by HM Treasury, it cannot be changed, apart from in year transfers such as agreed machinery of
government transfers of function and budgetary cover transfers from one part of the public sector to another

and other HM Treasury agreed funding.

DEL is spending within the Department’s direct control, and which can therefore be planned over an extended
period. This includes administration payments, payments to third parties such as grants to the private sector
and to Local Authorities. It also includes expenditure incurred by its executive Non-Departmental Public
Bodies (eNDPBs) which is funded through Supply Estimates as a grant-in-aid payment. The Department is
expected to manage its resource and capital budgets within DEL and a breach is likely to result in an

offsetting reduction in DEL for the year following the year of the breach.

Annually Managed Expenditure

AME budgets are usually demand led and not easily controllable by departments and so are set at the
beginning of each financial year by means of the Central Government Supply Estimates—Main Supply
Estimates. These can then be updated with any changes announced during the year in the Supplementary

Estimates and all are subject to parliamentary approval.

Public Expenditure Data Tables

Tables 1 to 5 provide information on the Cabinet Office. Tables 6 to 8 provide information on the Security and
Intelligence Agencies; these tables are included since the information is not published elsewhere. All tables
provide financial data covering financial years from 2005-06 including the 2010 Spending Review period up to
2014-15, except for Table 3 which covers financial years 2006-07 to 2014-15. Funding has been agreed by
HM Treasury in the Estimates covering all financial years up to 2011-12. In 2010-11 various machinery of
government changes took place. They include transfers of Office of Government Commerce from HM
Treasury, Directgov from the Department for Work and Pensions and Constitution and Reform Group from
the Ministry of Justice. The prior year tables have been adjusted accordingly, except for Table 3. Outturn data
for 2010-11 has been taken from the Provisional Expenditure Outturn White Paper (PEOWP) and is not the
final outturn as reported in the previous section on Performance against Parliamentary Control Totals. A

reconciliation between estimated and final outturn is set out at the end of this section.
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COMMENTARY ON PUBLIC EXPENDITURE DATA TABLES

Table 1 — Total Departmental Spending

Total Departmental spending is the sum of total resource and capital expenditure less depreciation (to avoid
double counting). Both resource and capital budgets are split into Departmental Expenditure Limit (DEL) and

Annually Managed Expenditure (AME).

Resource DEL (RDEL)

The 2010 Spending Review Settlement provides for a real reduction in non ring-fenced RDEL of 35 per cent

on the Cabinet Office 2010-11 baseline after excluding all changes in departmental responsibilities. The main

features in variations in budget between the years are:

Pay

The decrease on prior year is explained in the previous section on Performance against Parliamentary
Control Totals. There is a decrease in future years pay costs in response to the Government’'s deficit
reduction plans. Outturn for 2010-11 may be reconciled to staff costs at Note 9 to the Accounts by excluding
agency/temporary staff costs at Note 9 and by adding the salaries and pensions of the UK Members of the

European Parliament as reported in the previous section Performance against Parliamentary Control Totals.

Net current procurement

In 2009-10, 2010-11 and 2014-15 there is an increase in procurement expenditure due to election expenses.
In 2009-10 the 2009 European Parliamentary elections were budgeted at £95.3 million and in 2010-11 the UK
Parliamentary elections for England and Wales were budgeted at £102.2 million. Provision is set aside for
elections to the European Parliament in 2014-15. Outturn for 2010-11 cross references to Notes 10 and 11 to
the Accounts. SR2010 settlement includes funding for the Boundary Review and in 2014-15 funding for the

introduction of Individual Electoral Registration.

Future years procurement expenditure will decrease as processes are established to drive efficiency and
reform. These will include some to secure the benefits of the government’s scale by moving towards greater
standardisation, aggregation and better demand management, for example through committing volume spend

and committing to buy from Efficiency and Reform Group sourced contacts on certain commaodities.

Current grants and subsidies to the private sector and abroad

Commencing 2007-08 there is an increase in grant programmes delivered by the Office for Civil Society. Key
programmes include Capacitybuilders, Futurebuilders, v, Strategic Partners Programme, Community Assets
Fund and Grassroots Grants. During 2009-10 the Hardship Fund was set up to support organisations through

the downturn for one year only as part of the previous government’s Real Help for Communities Action plan.

During 2010-11 the Coalition Government funded the National Citizen Service and the Transition Fund.

Current grants included major grant programmes for v Matched Funding of £42.5 million, Grassroots Grants
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and Targeted Support of £27.887 million and £9.057 million for the Transition Fund. Outturn for 2010-11
cross references to Note 11 to the Accounts.

Capacity Builders (UK) Limited and the Commission for the Compact, eNDPB bodies, disbanded after 31
March 2011; see Note 37 to the Accounts.

SR2010 settlement includes funding for the voluntary sector. The Office for Civil Society is charged with
implementing the Government's commitment to the Big Society and the settlement provides for the
Community First Fund, support for volunteering, capacity building, community organisers and support for
mutuals. A Transition Fund has been made available during 2010-11 and 2011-12 only to support the
voluntary and community sector during austere times. Provision has been made in 2011-12 and 2012-13 for

the pilot phase of the National Citizen Service.

Current grants to local government

Commencing 2006-07 there is a decrease in Civil Defence Grants to Local Authorities; these were transferred
to the Wales Office and Department for Communities and Local Government. The remaining grant is made to
the London Fire and Emergency Planning Authority. 2010-11 is the final year in which the Cabinet Office
made payments. The responsibility for the London Fire and Emergency Planning Authority has been
transferred to the Department for Communities and Local Government during the 2010 Spending Review.

Outturn for 2010-11 cross references to Note 11 to the Accounts.

Depreciation

During 2007-08 a decrease in depreciation was caused by Transformational Government assets reaching the
end of their useful life and a decrease in impairment. At 31 March 2009 £24.388 million assets under
construction relating to the SCOPE programme were written out of the books and reported as a loss and
£1.511 million impairment was recognised following the property recession. Depreciation in 2011-12
anticipates the write-off of assets in leasehold properties which the Cabinet Office plans to vacate during
2011-12. Depreciation for future years arises on owned buildings and IT. Outturn for 2010-11 cross

references to Notes 10 and 11 of the Accounts.

Resource AME (RAME)

Resource AME comprises the take up of new provisions and the release of provisions at the point of cash

utilisation for both dilapidations on leasehold properties and staff early departures and also the impairment

against property assets.

Take up of provisions
There is no budget for new provisions during the SR2010 years. Future year early departures are as yet
unknown and early exits in 2010-11 have been treated as accruals rather than provisions and have scored

against RDEL. Dilapidations have been fully provided.

103



Cabinet Office Annual Report and Accounts 2010-11

Release of provisions

The SR2010 settlement allowed for a release of provisions of £3.4 million in 2011-12 on the assumption that
the Cabinet Office would exit its remaining leasehold properties during 2011-12 and on the assumption early
departures cash utilisation would cease by 31 March 2012. These assumptions will be revised in future years

in response to operational decisions.

Depreciation

The depreciation budget represents impairments against owned properties on the Whitehall estate due to
expected falls in market value. In 2009-10 impairment was particularly high due to the impairments of assets
relating to the SCOPE IT programme. The value of impairments will be revised each year in the light of more

up-to-date information.

Capital DEL (CDEL)

The 2010 Spending Review Settlement provides for a real reduction of 28 per cent on the Department’s

2010-11 baseline. The Public Expenditure Committee agreed the following should be funded within this
capital settlement: Cabinet Office Estate Rationalisation, Constitutional Reform — Individual Electoral
Registration, Community First, Risk Capital Fund and Grassroots Grants. The main features in variations in

budget between the years are:

Net capital procurement

Commencing 2008-09 there is a large decrease in net capital procurement expenditure on capital assets. In
previous years there had been large investments in capital IT programmes. In 2010-11 capital expenditure
was very largely focused on upgrading the Department's core freehold estate, estate rationalisation

programme and crisis management facilities.

SR2010 provided for the Constitutional Reform Group to spend on a computer system which will allow
Electoral Officers to compare their registers against other public databases to identify people missing from
the register or entries that are inaccurate or fraudulent. These data matching pilots start in November 2011
with 22 Local Authorities. There will be expenditure to make changes to the current electoral management
system software used by the electoral registration officers and the ongoing licensing and maintenance of
these systems. Also the implementation of Individual Electoral Registration will incur the capital infrastructure

cost of IT national identity authentication.

Over the current spending review period, capital expenditure will also be focused on upgrading the
Department’s core freehold estate and crisis management facilities. Capital asset expenditure is reported at
Notes 14 and 15 to the Accounts.

Capital grants to the private sector and abroad
Capital grants to the private sector have steadily increased until 2010-11. Expenditure from 2006-07 to 2010-

11 represents capital grants to Futurebuilders England Limited to deliver the Futurebuilders programme. The
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decrease in 2010-11 compared to 2009-10 is largely due to reductions in amounts paid to Local Authorities
and through the Private Sector to the Community Assets programme. During 2010 the capital grant
expenditure included the Futurebuilders programme, Grassroots Grants, Risk Capital Fund. The
Futurebuilders programme came to an end on 31 March 2011. The outturn for 2010-11 cross references to
Note 11 to the Accounts.

SR2010 allows the continuation of capital grants which is ring-fenced expenditure run by Office for Civil
Society. These include grants to Community First Fund-endowment match, Risk Capital Fund and Grassroots

Grants.

Net lending to private sector

The net lending to private sector represents a constant level of loan repayments received from the London
Hostels Association. Commencing 2009-10 the Office for Civil Society made loans to Bridges Social
Entrepreneurs Fund; see Note 26 to the Accounts. Spending Review 2010 allows for Office for Civil Society
to make further loans to Bridges Social Entrepreneurs Fund and repayment of their loan by the London

Hostels Association.

Capital support for local government
Commencing 2008-09 capital support was offered to Local Authorities in respect of the Community Assets
sponsored by the Office for Civil Society. A description of capital grant programmes may be found at Note 11

to the Accounts.

Table 2 - Public Spending Control

Table 2 is intended to supplement Table 1 and reports budget for 2010-11 instead of estimated outturn. This
information is also presented in Figure 2 in the previous section ‘Performance against Parliamentary Control
Totals’ where the related commentary details the reasons for the variances between actual outturn and

budget.

Table 3 — Capital Employed for the Cabinet Office

This table shows the capital employed by the Department in the format of the Statement of Financial Position.

It provides a high level analysis of the value of the various categories of non current and current assets and
liabilities and provisions. Outturn is as reported in the Cabinet Office Annual Report and Accounts for all
years to 2010-11 (in other words, prior years have not been restated) and projections are reported for 2011-

12 to 2014-15. The main features in variations between the years are:

Total capital employed
An overall increase in capital employed between 2010-11 and 2014-15 is primarily due to a projected
increase in capital additions in respect of Constitutional Reform - Individual Electoral Registration and

projected reductions in current liabilities in respect of election expenditure as detailed below.
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Non current assets

Property, plant and equipment and Intangible assets

Annual capital additions to the estate will be offset by roughly equal amounts of annual depreciation charges.
In 2012-13 and 2013-14 IT assets will increase as a result of expenditure on data matching schemes and on
electoral management system software in preparation for implementing Individual Electoral Registration; see
Notes 14 and 15 to the Accounts.

Other financial assets
In 2011-12 and 2012-13 it is expected that additional loans will be made to Bridges Social Entrepreneurs

Fund LP; see Note 17 to the Accounts.

Current assets

Trade and other receivables

In 2011-12 it is expected that trade and other receivables will decrease as advances to Acting Returning
Officers in respect of the 2009 European Parliamentary elections and the 2010 UK Parliamentary elections

are settled; see Note 21 to the Accounts.

Cash and cash equivalents

In 2011-12 it is expected that the cash balance will reduce significantly as claims are settled to Acting
Returning Officers in respect of the 2010 UK Parliamentary elections and under-spends on the 2009
European Parliamentary elections are repaid to the Consolidated Fund at Treasury; see Note 22 to the

Accounts.

Current liabilities

Trade and other payables

In 2011-12 it is anticipated that the balance will reduce significantly as settlements are made in respect of
creditors to exporting departments following 2010-11 machinery of government transfers of function, in
respect of accruals for termination benefits and 2010 UK Parliamentary elections and in respect of the
repayment to the Consolidated Fund at Treasury of under-spends arising on the 2009 European

Parliamentary elections; see Note 24 to the Accounts.

Provisions

Provisions have been established for early departure costs and specific dilapidations on leased properties. In
future years, existing provisions will be utilised and the analysis of the expected timing of cash flows is set out
at Note 25 to the Accounts.
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Table 4 — Administration budget

This table represents in more detail information concerning the administration costs of running the
Department. These costs are part of the Department’s resource DEL budgets. The table gives an analysis for

past and current year expenditure showing pay costs and other costs outside the pay bill.

Administration budgets help drive economy and efficiency and are controlled to ensure that as much money
as practicable is available for front-line services and programmes. The 2010 Spending Review Settlement
provides for a real reduction of 33 per cent in the administration budget excluding depreciation over the four

years on the 2010-11 baseline. The main features in variations in budget between the years are:

The increase in 2010-11 outturn administration costs compared to 2009-10 is largely due to bigger than
anticipated expenditure on the service concession arrangement caused by an increase in the number of staff
in the department resulting from recent machinery of government transfers. Outturn for 2010-11 cross

references to Note 4.2 to the Accounts.

SR2010 classified Directgov costs out of administration budgets and into programme budgets and further
financial transfers covering the transfer of responsibility for constitutional and electoral reform from the
Ministry of Justice will be processed in 2011-12.

Tables 5a and 5b_— Staff numbers
Table 5a

This table shows the actual number of staff as at 31 March in each year up to 2010-11 and projected staffing

in the department up to 2014-15. Staff are categorised as permanent, casual and special adviser.

The decrease in staff numbers between 2006-07 and 2007-08 includes machinery of government changes
announced during 2007-08. In accordance with current Civil Service statistics methodology, figures for 2008-
09 onwards include special advisers. The increase in staff numbers between 2009-10 and 2010-11 includes

machinery of government changes announced in May and June 2010.

Projected staff numbers for 2011-12 to 2014-15 are based on current business planning assumptions to meet

the departmental target on reducing administrative costs over the current spending review period.

Note 9 to the Accounts shows additional headcount information expressed as the average number of whole-
time equivalent persons employed.

Table 5b
This table shows Senior Civil Servant (SCS) staff numbers for the Cabinet Office by Pay Band as at 31

March. These figures include 47 staff from the Office of the Parliamentary Counsel.
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Tables 6 to 8 - Security and Intelligence Agencies

The Single Intelligence Account (SIA) comprises the budgets of the three Security and Intelligence Agencies
— the Security Service, the Secret Intelligence Service and the Government Communications Headquarters.
Since May 2010, the National Security Advisor has been the Principal Accounting Officer (PAO) for the SIA,
when he took the function over from the Cabinet Secretary. The PAO delegated authority to spend to the
three Agency Heads (who are themselves Accounting Officers) at levels agreed with the Treasury. The

Security and Intelligence Agencies operate within a separate statutory framework.

Table 6 - Total departmental spending for the Security and Intelligence Agencies

2010-11 spend was part of the SRO7 settlement. The years from 2011-12 onwards are part of the SR2010
settlement.

Table 7 - Administration budget for the Security and Intelligence Agencies

Administration budgets are decreasing in line with SR2010 settlement.

Table 8 - Staff Numbers for the Security and Intelligence Agencies

This table shows staff numbers from 2006-07 to 2014-15 by function expressed in full-time equivalents.

Reconciliation between estimated and final outturn

The 2010-11 outturn in the Departmental data tables is provisional due to a requirement made by HM
Treasury that outturn data produced in these tables must correspond to the Public Expenditure Outturn White
Paper (PEOWP) which is published in advance of the laying before Parliament of the Cabinet Office Annual
Report and Accounts. The table at Figure 3 below sets out a reconciliation between the provisional outturn in
the public expenditure data tables to the final outturn reported in the Accounts and at Figure 2 in the previous

section ‘Performance against Parliamentary Control Totals’. The reasons for the changes are as follows:

RDEL

The change in RDEL is as a result of adjustments to expenditure on Civil Services Pensions.

RAME

The change in RAME is as a result of the creation of a new provision for doubtful debts against bodies
external to government amounting to £0.384 million.

CDEL

There has been no change between estimated and final outturn.
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FIGURE 3

Reconciliation between estimated and final outturn

£000

RDEL 2010-11

Provisional outturn per PEOWP 494,332
Change: reduction (835)
Final Outturn per Accounts

see Figure 2(a) 493,497

RAME 2010-11

Provisional outturn per PEOWP (317)
Change: increase 384
Final Outturn per Accounts

See Figure 2(a) 67

CDEL 2010-11

Provisional outturn per PEOWP 86,571
Change -
Final Outturn per Accounts

see Figure 2(b) 86,571
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Table 1 Cabinet Office total departmental spending

£000

2005-06

Outturn

2006-07

Outturn

2007-08

Outturn

2008-09

OQutturn

2009-10

Outturn

2010-11

Estimated
outturn

2011-12

Plans

2012-13

Plans

2013-14

Plans

2014-15

Plans

Resource DEL

Section A: Cabinet
Office

Section B: Office
for Civil Society

Section C:
Committee on
Standards in
Public Life -
ANDPB

Section D:
Independent
Offices -
Commissioner for
Public
Appointments

Section E:
Independent
Offices - Advisory
Committee on
Business Appts -
ANDPB

Section F:
Independent
Offices - House of
Lords Appts
Commission -
ANDPB

Section K:
Members of the
European
Parliament (MEP)

Section G:
Executive NDPBs
(net)

Section H: Cabinet
Office Utilisation of
Provisions

Section I:
Constitution Group

Section J:
Directgov

Section :
Independent Offices
- Civil Service
Commissioners

231,577

95,970

478

433

148

135

6,197

1,217

8,204

1,123

211,502

57,176

579

498

165

170

6,018

33,859

756

8,615

1,099

222,581

86,265

603

566

159

165

6,308

37,060

9,047

1,233

245,386

114,811

608

615

172

181

6,391

28,808

4,260

9,499

28,536

1,172

185,561

136,022

677

562

200

233

4,723

37,648

2,432

9,499

27,046

948

194,250

120,572

508

545

226

159

2,197

29,966

2,543

6,414

22,169

688

213,750

179,369

643

520

200

161

2,848

1,121

3,400

13,948

19,617

198,318

130,405

517

503

193

155

3,143

1,083

2,791

21,000

165,270

66,485

473

513

197

158

3,475

1,105

2,279

19,000

149,808

63,660

482

523

201

161

3,820

1,127

835

17,000
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Table 1 Cabinet Office total departmental spending (continued)

£000

2005-06

Qutturn

2006-07

Outturn

2007-08

Qutturn

2008-09

Outturn

2009-10

Outturn

2010-11

Estimated
outturn

2011-12

Plans

2012-13

Plans

2013-14

Plans

2014-15

Plans

Support to Las

Cabinet Office
Service
Concession - DEL

General Election
Funding

1,373

71,000

380

620

9,621

606

550

606
4,213

95,300

606
11,289

102,200

205,000

Total Resource
DEL

417,855

320,817

374,228

441,595

505,670

494,332

435,577

358,108

258,955

442,617

Of which:

Pay

Net current
procurement’
Current grants and
subsidies to the
private sector and
abroad

Current grants to
local government

Depreciation®
Other
