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Foreword

The Govennmment is commited 1o a cmm;ﬂumg pmgmmme 0‘3 rasdacalt ‘
improvement in the way the public sector manages itself: Only by tahmg @
pr&grasswe&yf mROwE: busmes&!ﬁk@ ap@ma{:h cari the Government continue 10 -
bear down on the cost o e taxpayer of dehwe»rmg pub;lm services whilst -
improving service standards throuigh the Citizen's Charter. The proposals set
out HFA this Gmeem .P*a:;}ewr are a further significant ste@ in this daremmn et

The ’ﬁh&ﬁi@&&‘: ﬁ@smmd in thws Pa@:)e«r are 8 mawr unﬁartai«:mg pmbalt:;w tha
:; st Bportant reform of Civil Service accau*ntmg amzi trux}‘gmmg

- arrangements this cordury. Some of Mr Gﬂa@&’tt}ﬂﬁ ] r&%vrm& w&% now ibe
;aﬁé@‘w&cﬁ awel-eaned refitement. Ti‘r& pm:;:sasals are fiirmiy bﬂsed e ‘
fraprovements i aacaur‘etamy pzfa\:;tece arn‘zd ﬁmana;ai cﬁrmmi that have ia&a@n
phace decades agoin most {:fth@r large (}fg;amsa’wons To implemernt tsh@
Ghangas suc{:as%iwlﬂy will require the devaimpm@nat of new skills, ang: e
acmumwné a!r}d leadership from manag&rs at all levels in the Gm! Swme -

Pnesnume a«cmw’ﬁmg ‘Mﬁ enabée managers n dapaﬂmenta to evabuﬁme hhe
cost of using capital and current resources on an equivalent basis. itwill -
strengthen cash management in departments. Grux:sa&ty, it will also provide a
i i«muth batter means than we have ever had for sm‘ﬂmng depasrimera&m! ab;@ecw@s;
: 'alnd awspuets mn wrms Ozf reswmas used. Taxpaw!s will be baﬁ«er aﬂbte o sel ‘
what they ‘are receiving f@r thw mﬁn@y awax:i tt} ;udge vehat vadue fw mfmey

- ;@h@y are gm&mg“ '

- ;&mmzaé[s: gasf;:r;n;wgiﬁm;;g; which fies at the heart of resource accounting, is already
. established inmary parts of the public sector, inchuding the nationalised
inclustries, executive agencies and the National Health Service. Substantial

benefits wilt follow s extension throughotit gx}sﬁammem dnapaﬂmwu&&

The benafﬁs of resmma acco a,sm*ang a@pEy no% on!y to the managemam z')sf

depariments, but also. potential by 1o the wsdyar pe.rspeﬁzéwa of the overall -

-, planning, management and control of public e*xp&nﬁltw& Sothe Gwammem

- ask*mg for wews iy this Green Paper On the options for takm forwaxrd
. Fesource budgeting, 1mhfdang the: ammca mﬂs for reporting 1o Pfaﬂiamem as .

we%lu "as rt&s pmp@.sa»ls ﬁ@zr ﬂnltroducmg fesuume asmummg : - :

The ﬂdwe»l\opmem of resource agmwﬁfei:n;g; and budgeting will rapresent a -
significant isprovement in public sector financial management techniques,

. based on principles first laid down in the Financial Management %‘naiztiatsi@éih o
: ‘“69‘82 e will veyuire - a substantial change i s[n the way de@artmems are Tun, -
the amauntmg and irformation syﬁtems ihﬁy LS, amf gl them" working :
meﬂlh{zds ard cuthre, 1 belisve, h&w&v&r that it is Crdy by hrmgmg e q‘uaﬁwty
ef financial a:nariysas and dem&wn mmﬂg} up tothe standard of the best in the
public-and private s*aawfs thai we can aﬁhzeve csnmrauw ;mg:xrw&mm n the ‘
. eﬁmency azm:% effectiveness of tha samc&s t:te:iwwed t}y gwemm&n& :
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Executive Summary

Proposals and Further Consultation ,{

- ':_ﬂ.’l Tms Greeﬂ Fa‘sg;ex fcrhcw;s the {)hanceimr ouf the Emhequ@rﬁ : G
,aanneuneemem inthe: Nwemwbe»r 1993 Budget of the Government's dﬁ{:lsmn m Ex
- introduce: resource accoummg thmughm;t central gavasmmn& Aa‘tesr a o v

;f-ficnnsuitamrx exercise mvoiwng ail; deparimsemts,, thse Govefnrrxem oW mposas :

R conasuiéi on hmw a: retsowce basﬁd P‘umm Emem:%um S@ma’y wcu%d
oK ;:nraciuce : L S

R f}&hait suésg;eci ""'xmae’tmg th:e taiégéi idﬁt&es above for !II”EIFGdIUC}lﬁg resomce
. accounting, and the m&u&s of fg;a'tmr mnwﬂatm the trrst Sufmey ona ;
/ ‘-rasaumg basxs wnur!d be caamed outin the year 2@8@ 8

e fo c@nsula Parl&amem and ofhers o on how expam:&stwe mwgh& be' L
- mnaro!%lwad an a: raseurc& baws anal @n ﬁhe mnsaqxuem repoartmg .

s rthat the. mrrs&;zé&atmn pan:ﬁd w/ldi last amai 3“»8%’1113}{3;’ 1995 ’?he
R Gwemme:m m pubd“ h ibs de@an&esd wnpasa!ts fior resaue:ce buﬁgetmga

Benefits of Resource Accountlng and Budgetmg

- 8.2.The dewmpmna of reswrse amwnm\ng ami beadgﬁtmg szﬁoum pmmde a: ;_:
: gnlumbaar @f beneieﬁs - i

For departments - ' mare accurate and z*e!wani mana@@ment mfc»rmatean wnth wmich
e _depaﬂmenrts can cost the-reswsces that they uss, anadma T them
m&h the: Guipu;ts they detwer aane:i i

- - :B@.eﬁm mrmrmmi dsecmw:ns m '@he ﬁa-!ame be@weem ::;uxrmt and s::apmtal e

- ér_expemama- -talkawg; into accnoum the Uppmtumrfy casi o:f' ca:pﬂaﬁ angd ibs
L Cﬁﬂsumpmm wefwna L : - : - .




For the public
sector as
a whole

For the
economy as
a whole

a higher teuel fian -
: mﬁiherto wm sﬁ k.eanﬁ [ g 'ngm canmmi of pm;hc &pandm ma wh@zﬂeﬂy &n@ﬁ' o

g s in ﬁmg with other lm%ﬁ%{%v% aanﬁaﬁbu&mg 0 the fmm mammm @i& a

e the posaamimty of & redmz: onin tdm,m,ﬁmm sre:mms; @:aé&t o fomgs i@xy
g;amm;mg béﬂw us&@é ersmxsaaﬁm ' :

Resource Accounting: Main Features

'Z-ﬁl;;d; ‘l% iérecoménended that the framework of accounting pi

= : wﬁh accounting psractxc:a-

0.3 ﬁeswme amcam;t\ng plri:mdes me ﬁgpmtma&g ‘fe@m eﬁag@aﬂ@fwmﬁ iy Himik e |

~full costs of resources Conwmed by dﬂpsarimanms fia] thein ohjectives a‘*@aﬂs
. ou%guits ot

iplesand
mmmmms for sesource ac;cmm&mg in éepartm@nts should bo based o Uk o

-Genesathy i’%mamm Aﬁc@cunr&mg Prachioe; iy @aammuwa}r the: aamwnm’g, a@:ﬁ
- _:;!msc!osw:er regul mremem‘s -oaf the. Qnm‘fg:ralmes Act {1 985) and acmz&z*nﬁnn@

tandards, su;:zp&em : _ed wﬁere afppmpsnas.te e am:@mmam the particular
equiremants of central govemmem This should ensure broad d consistency
me ﬁest maf the: mﬂﬁaﬁi&c seze:t@r amﬂ the &rm&t& sBctor.

g@remﬁeﬁf @y eam d:egaamm Tm"s wwalgd* u_ ..;u tsm;a a*sgsem an@i Eiva&aﬂuﬁws @ff

_ ats emecwhwe agem;ms zmMmg ?ﬁa@ﬁn@ \Func?&

ﬁ 5 Resmrce acmuntmg pfwad’e‘s m@mmamm ﬁqr & mﬁa fange o] nzoitzanzuzal

asers, The indormation will be valuable for P@afkanmm am! ma public at large.
: But it vl @%30 ﬁe e:)f greal wiue 0 dapaﬁmﬂds and fhelr: agencies, atall
: wve}& i deve%cp‘ g mear pians g m%a@ﬂn@ ﬂmg’ FESOUICES.




Resource Budgeting: Main Features

%Mwmm Hmemaﬂsmm \cangtsmt totad t«) an a:s.:cmsatis bam s ami b«e emmrejxyi e
@@mma’canﬁ wm mmtasmm ﬁa»rm co:nﬂmei of put:rkc ex;}enﬁsmires e;xup)ﬁessm‘:i asa

G mts oW m&h ‘Ednw amﬂ 'bwmwm:g; ﬂu& cafsm mm&m\ mufd;
zaé‘ i qkeﬁ&mmdeﬁt feweld, .

@ﬁf idfecmmﬁ masﬁémg !
W&k’e &swﬂhm tha:@,ﬂmz,







Chapter 1 The Basis of the Changes

Introduction

Definition

Why the changes?

1.1. The Budget Speach on 30 Mowvember 1993 included an announcement.

that & paper would be published on the introduction of accruals-based

rEsource ax:comtvmg hy degsaftmm%s and its nmpizcmms for the way -

‘ emnemmwve s pianm‘:fd aﬂd t:omﬁ}ﬂsad am mcmey is sov:ghft ﬁmm Pﬂarlmmam, :

: A2 The: Gnovemmam be!rzev@;s that it would be desa*;ab%e i mr=nmpie ﬁa t;usmtd r.m :
: the: introduction of resource accounting by changing the current public - £
; wpencﬁmrﬁ planning and control aarraﬁgemems to reﬂact the mtmdummn m‘ =

resource accounts. Since this would be a mﬁher major step, the cansui.taatzon |

~period will be used to discuss the pmpi}s;ats with Parliament and mhaf relavanat:f,

pames bnemre fmai dec%mns are taksen o hw;« t;:: proceed. - e i:

The term “remuw’ce a&;coummg“ covers a 3et oa‘ accruals acmun:tmg L
iachn:sqzues fior re;mmng on the expenditure of UK central government,
comprising departtments and their executive agencies mcﬁucimg Trading Funds 5
and'a f:arrwwem for analysing expenciiwre by deparmental mb;ec;hve r&latmg

this to outputs wherever pcssybde “Resolrcs budg@img” covers g#ﬂannmg asncé :

conatroblsmg publuc eaependtzure on a rescfume acwummg bas&s

1 3 A§ the heart of the changes are pmgaosa!s which, when imked o mbust

depar&mmtaﬂ managemen;t smmmat Hon sys&ems will ;Mowde m;fcrmaltnon for.

. beﬂer management decisions so that government depaﬁments lm;}ro-ve the.
Cuse of thelr resources to fulfil their abjecwes These chaages will puﬁ further
emphases onwhat depanmen;ts produce rather than on what they have
: avatdasb.le tQ spend. In doing so the proposals signal the Gwea'nmem g
: lmenmzon to carry forward its strateg;c approach to olanning, mnagemem and
- controk, will .thm a fmmswerk wh;ch canmues to deﬁver fnzfm contmﬁ of pul:x!wnc
. expamdﬁwrﬁ ; : S

i 1.4. These p;oposa!s arre not bemg put f&maird in isokation. Thsy originate

from !he basic grmmptes of scund financial management laid down i 1 982 in-

. the Fmam:aﬂ Maﬂagemem iunmatw& They. also underpin mher mettawes taken :'
v saznce %heﬁ mcludmg Ne:x:i St@pa and-the O te:ze:ﬁ & Qhaﬁer : i

o 1 5. As paﬂ of &he Pﬁi:efm S%eps mmmwe acc:ruaés accaummg has aé%re‘aa{iy b&en :
e adapted for execu&we agencies mthm cm&rai government, buitding on well

- established prnnmpies from comimrczas! accounting procedures. ithas also

~ been introduced, oris bmﬂg cans;daered in most mhar parts of the pumc

sector. Whm is now proposed is %) ﬁpply resource accounting, which includes

. the. ascmalls cam:em (;trherantiy to the whoie of cenzral govemmen.t and not

jtus;t its emcmwe ag'eﬂmes e




1. 6 A chang& {35 thns si ze w:;:l;l r:e‘cgmfra new w&t@mﬁ anel aﬂmmﬁle 5&(;&3 bcvth
for those operating the systems and for managers aznd s‘taff wiho-use the
anifoztmamn provided. There will inevitably be cosis in deva!apmg systems and
In providing the necessary waining. But many of ﬁhese costs would in any
awnt have been incurred as part of a continuing pmaess of upz:iaatmg systems
and skills. The Government belioves that the costs and risks associated with
the {iameigpment of resource accmmwg wa»ﬂ be mstexf:exf %:sy the bernefits
osuml;med elsewhere 3] tms Gmen Papm : :

Other Opportunities from Resource Accounting

Across
government

Within
departments

For the economy

1700 ads:ﬁmﬂ to the overall t}enaﬁuts smmamed at;me e pa‘cgms&d‘
chauges will provide the Gppoﬂmsty for a nwmber ot sg;mamc: @vamﬁms; iy

the managﬁmmt of public ﬁx@ﬁﬂdﬂu!’ﬁ. e

% B Ast ﬁhe aggxreg:ate Pew-zi resou&rﬁe a@c;oumimg Wﬁﬂ
P pmwﬁe a betler basis fm thg m;:astmem of capsstai

o _ an{:ourage improved Use oif c:a;}vtal by Qfeaimg an wg,pmgmty m
i devasmp a more syatrema%zc approach to camia chasrg»sng;,, asne:%

* f:-make mmpaan&on of services paﬁomtfed acioss hhe pub!ic sectm anch
-, with the private sector mone stzaaghﬁward Y

1.9. Rasoume accoummg wil gwe departmen&s e mpoﬂumty to de«velmp
ﬁhmr (iata collection and management systems. The results will give - -
depaﬁmemts i:»etter information on the cost of the services ihey prwsdeg and
%he i Gf resswrca*s mwvred o meet their aims am:i ob;em

1.48. Re:seunree asccaunm;ng sho:w%zd give rtsez« tcz aﬁdnﬁzml benems for the
management of the economy as a whole by offering the pesszb:;@y of reduced -
barrowing through identifying, and then disposing of, underutilised fixed :
assets, and through the better maﬂagemam of working e;amtai Tt:rere will adso
be improved inforrnation on the stock of fixed assets and capital c&n&umpﬁazﬂn
o asazst the Cemra! Statistical Office i prepaﬂmg ihﬁ Mf ";artae! Ac‘cmﬁts

Resource Budgeting

1.4 The introduction of resoures: accounting apens up the: appsommwm s
smrc}ducmg reswrce budgexmg This would mean ﬁ?abaqt G

th@ promass of pimng pubdic axpendﬁugra, fior gew&rnmcmi asa w.%%%,ote
aad for departments individually, would be better ammmd b



Control

Cash control

Estimates

- ipwessumefor sp:raﬂdwrag art tﬁhe em‘j cxf tm f»mammi year {the “year-emi
- swmg@*’y wiould be redmed“ : : e

- contiol of e,xfpmitwe woudﬁ b,e more sz}u'rxdiy ba:seﬁ since mannage,rs
o ;wow»d Heano Pore relawaﬂt mformaﬂen ;

e e ]pmﬁedures fofr ﬁecxd‘mg on: tfhe wal of ca;:sntaé wouéd e zm;a*rwed :
o ﬁlﬂd L . [ e

e effectiveness of the top-dowin ép#rbaaﬁ o the Pubiiié‘&ixﬁendéﬁu;re

Survey, would be enhanced bfy pmwcfmg ﬁc:ar batfwr m@armad chafws B!
heﬁwaen smendmg apimﬂ’s ' : -

‘3 tz A& Ehe dapaﬂm:enm wel, rmﬂmme mzdgetmg wmikﬁ

£, o aliow mr more eﬁfectwe m’gamsatmn and. plannmg of the relsamﬁnsmp

1 between departments, ihemr executive agencies and the cth&r bed :

et {such as non- depa\ftmemai public bedaes (NDPB&) w;t%} wh;ch %hey are.
_ijmked) by alignirg ;ntemasi bmdget»aw ptan nmg and cmtm! ey
awramgements

SR emmmage depaﬁm&ﬁm 1o focus on the services and other outputs

wihich ﬂit!mg;ff f:fie.%ii;ve&' ' ta;tih:e;-r iihah‘an--t:he‘hnauts which téh@y cans.umg' and: :

L aktc;sw dﬁﬁaﬁmﬂﬁiﬁ o ;:)Jan mema&%y aﬁd isse cmtmﬂed exiemally on the e j‘

same basis.

?E “?3 A cem;faal plr aznsty fw Hw Goveammm% B keep t;gm control on pub i

-~ spending. The additional information prcmcied by resource accounting and
' ‘bu:dgesi\swg would assist this ka;ecwfz {Eaﬁh constraints would conlinue lo ;
_apply to hoths pranming and control to ensure that the Pumc See:ia(rr Bmmwmg S

Remmmat (PSBR) femamed wztm(n planned hmﬂs

e A4, But rzasmn:e budgatamg would -give the oppoﬂunaty for a*ggmgate c:on‘trcﬁ
of cash to be at-a less detailed level than hitherto, since the detailed p‘i?m.nmg' L
; amj control ffgmas in me ccmtml total could be in Fesaomce terms. ‘

1.5, Whilst it wauid be possab!e to cz}nnmnue 1o see&a Pama}mmﬁasry auztahmmy
and report back on the present cash basis; with a different resource-hased
budge&mg &ysﬁem within government; this weu Id potentially be a mam e
com;}!a\ca‘eed system. Information available from resource budgeting wou!x:l
 provide Parliament with tvhe opportunity to authorise expenditure using L
resource- basseci Es%amatsés The Government would then reportto Pawhzmem i
on tzhe travss:s ﬁif fesowme aacauafl‘a supp!emnmd Wl’ﬁh x::ash smormatian S




Capital

Limitationsof . .. .0 o0 e S .
present system . 1.16. While the present Gash accounting system has. served goverpment welt
- over many years, there are limitations. to-the information which it provides om
capital. With cash accounting, spending en what is used over many years is
recorded only when the money is spent. Mo subsetgswm agcount s therefore
T tfa!@en of whother &he aaset skl ‘m s, k&ars ﬁeacﬂed» %he emﬂz am usedul Jﬂéﬂ,,
" or'has been: S@id S i

Identifying
cost of capital
asitisused : -1.47.Oneof the« most xmrpcxrram smgr%g chanagﬁs ity ther gamgmse@ Sy&&em s the
_ wnprcved %E&&tmn& of capital. Resouice am@uinmg allocates the cost of
3 pmwdmg capital CW@T its expesied usefut life, a;nd gw&& ther mp;mrium&y o
' charge directly for its Use on this basis. A move to rescumce accounting amzi
: ﬁesaowrce b.udge%mg should i mprcwe the guality of decisi -t-akelng onEew
f, -capitad mwstmem and the use of ems&mg capital 25561, eaﬁe wouldbaa
sharper focus on the: desirable balance betwesn mp&t@k and cowronl
expenditure and a better wndaramgdmgl of such matters as fhe @@@ﬂ@, ;@g
_ ﬂeg!ecinmg» mmmcename

Link with
the Private - . ‘ : BISIR O : : :
Finance Initiative = 1.18. Where capital projects are financed outside govemment usmje‘r iwh,e ;
: Private ?:ma@m Anitiative, and the wisk i w;za:assa’s o the private Sector, the '
. ‘relevant assets will not appear on the deparimental balance sheet. Ti’rewe Sl
' howwar be an emry it the Operating Cost Statement m ﬁespaat of eharges
: {awswg from the d@p&‘fr:m@nt s use of ihe a.e&et&

Wider Context

1. ‘%9 This nm%sa@w& can b@ seenas a ?wﬂher sie'p ina; process: of gwe:zxmem
financial m&n&gmenﬁ pefmm, focusing on value for money ami improvwed
~accountability, which has been in progress for a number of years. Itis not an
- isolated event. Other parts of the public sector ave already introduced similar
. accounting and budgeting arrangements, and technological developments ae
-~ helping %z}mah'e the changes easier and cheaper. ltis intended that other =
_ me@huds of i INproving the maxnﬁagﬁmen’é of the public s,emm’ could then bui
the additional information avail lable: Mwng these are svsf&tamam capital
: "cha‘rgmg and improved links between resmwgces aad wﬁere am is ipassmle o
.dm‘me them, output measwes ; S S

! Rd._'@?_éit :

' 1 20.The {'fmposasls in this ﬁ&nﬁuimmﬂ! g)arg}@r aﬁs&; bum 1o e:xpefgne‘me: @af

; deve!op:mems ehsewhare it the world. Other Governments are: dxrseusmng

' wiays of using at:m’uaﬂs am&umﬁmg to.achieve similar @bgescwe\& Ammong:
wamzes with simiiar c:ma%a&mmsx, %&w Zea&f:ami has ¥ d fuﬁim@ﬁm EH




intsoducing accruals accounting and budgeting, linked closely 1o financial

= :magemeniﬁrerfmm including output-based performance contracts. Other
coundries {for. example Ausiralia, Icefand, Canada, and Ewesd:en} a;fe moving in -
a sirnilar direction. A {ietaxel&d suwey of accma!s ae«:ou{m{m@ by governments in -
other countries was: pubhshed by the Qrganrasamon ﬁafr &mmmm Coaperaxtmn
g Eiwe.tcmmam i Jlum 1993“ T

Parliament and the Public

1 2‘1 Nom ai mesg potential changes in aecceummg wm;m aﬁect the
“underlying péﬁ&’lmpi'ﬁs of Mm&ste:s aocnunftamhﬁy to Parhamefn& indeed, thsfas '
additional informetion would assist: Parliamentary scrutiny as wseﬁt as prwwdmg :
the appanumy for. greatrer dep%h in ;mlmy aanaaiysss and review. e

1.22. The Mmﬂuchon czf fefsmurce accoum 1ng wouid gwe these used iro deaetmg

thh plrwaﬁe sechor fmasnctai information an apportmuty o understand the = 3

gwemmﬁm s accmmfés more easnaly A set of &Izlusat:raawe acceummg ﬁarmats TR
: pmmded at Annex A, Rl o

OECD "Am@,ﬁn&mg fmr whaﬁ’?" iﬁe value @é acawad acgwm ing o tha mzb!fc se«;tm” D
G{;E}E?G’JD €Q35 178, PARIS 1993 e : IS




Chapter 2 Resource Accounting and Audit
Introduction and Summary of the Proposals

23 This 'C:é’iap’ﬁééf describes the principles of reSOUrCe accounting in more
: detail, and deals with the main technical-accounting issues. The Government
 proposes that he first vear of resource accounts for all departments will be
- 1998-99, with the first set of published figires being those for 1999-2000. The
- 1999- 2090 accounts would be the first departmental resource asmwaas 1o e
‘famd he:fwe Paxfh&mend

Key features
of resource e . - :
accounting ";‘fzﬁg.The ke’yzi»é«za@ﬂzf&s of ma:at;ﬁr:aaz a@mamﬁﬁg are.

| ccrheremi amm;mmg framwmk tt) fﬁiﬁﬂ arange of ﬁeﬂgumramagms frcmmi
fowm J:e\,éai reanagermant m&o:rma%mm to hng?l fe%:fei fmanmazi repoﬂs

»-use-of accruals acccmtmg %ecﬂmques o p@ovade a mmﬁe accwraatfe Pt
measwemem of neawrces acmsurmedx, S : :

« a fmanma! ra;}cxrtmg s{ructsu:re m ﬁnﬁe&x.:;h »ne&amms ué:ae:i o ctepﬁrﬁmmgw 7
ob;a&% ey, and hmkmg thase Gbyestwa whﬁr@m maczm&me tsc
‘ qwasnMuad m&?a&ur% of wﬁp:ut and ;}@ﬁmmm}e‘ '

e _accaunmg fm tvhe lse of car;:wtaﬁl and current resources consastently, in
: 'tafms of resowrces con»sumed : R . -

. g}r&miiﬁiﬂﬂ Gf'essanmiai z:a'ﬂh af;f:mnﬁhi%ng imﬁc}rmﬁmgj'

- = asystem for m;mz‘tmg accma&s ameumtmg mfmmatemn m Pa;zkmmm
and th'e puab i, amé :

. aud&'&amﬁ?ey of ‘téhta main firancial statements _{%@mﬁa& Cost Stawmem,
Balance Sheel and Cash Flow Statement: see Annex A Schedules Ao
©). GRS e :

Who is it for? 2.3. Resource accourting will bev'\o%ﬁ%use :

~* Yo assist managers in depaﬂmen«t& £ plammg ané eantml&mg the use
{;f resou:rces wnfhm departmems SR

* - more wati@ly within: Gavarrsmem in pamcu%ar in bh:e F’ﬁbjm Eandxttﬁre
Suw&y (3% Cﬁamer 3); and. : e




o Par iamrent and the public as an explanation of how. rescmces hawe
been used; aﬂd W@M be used. This is aiso dmscussed i Ghapxsea' 3
What are :

the benefits? 2.4.The mtmdmt@n of amruads accwnﬁmg will have s;gmfxcam benyeéﬁbs‘, -
above all more ancurate and relevant information on capital consumption. This
should lead t ;imprwemems in the use of ex;stmg aﬁsets and future. ,

;mv‘estmni decisions, But resource accéunting is more than just accruals
- accounting, it brings w;:th it a framework to capiure costs and to maich these
0 (o] dae;}ammma& o:txfem’swas am (where appropriate) outpuls, and to t-rammmt

this information %a} !;he relevam meanageemnt lwel within.a d&pfaremem ‘

;’2.5 With a”baﬂﬁtemn@érs&andﬁﬂg of the. fué‘it {:'osi of their aperaﬁsims
departments will b:e better placed to make decisions on the aeiwimatmﬁ of
resources consistent w;rlh th@w ov:esraﬂs prsmﬁges, For e*xamp&& S

% .dacesmns a;t)cm whether to provide a pamcuiar samce in- imuase or
~ through an external cqnitractar or consuitent will be tacsﬂaﬁated smca 1?'33 ‘
‘ caersﬁ fxf me v&amus optwns wa&l be aaﬁxar to compare B

® mmimfimg perfzmmnce a;gaiznst Gbéeczwe.s Wiﬁéz be easii.ez;- :

"o with better mﬁorma»tzeﬂ on wozkinag aapltal aomm! of cash flow mx be
¥ jm@sﬁe eﬁe&twe am : ‘ . . S

« - the d@veimpmgnat of chargmg systems will be &acg itated as better
‘ :a«rcoumang mfermamn s ;TJFWIdBﬂ

Accruals
accounting in
the public v a v

sector ~26. The z\mmciucmn ﬁ::f accrua!s accc«xmmsg will brmg the accoums m
ceriral departments into line with other parts of the public sector where
amruzaﬂfs accwums are already in pjace the: Nmmnaé Health. Sewac&, o
nationalised industries, axecwwe &gmws ma:»at NDFBs, and local
authorilies, Am&x@ rcaa*vtawns a bﬂm overview aﬁ tvi're accoumlmg sy&t@ms a.a&ad .
inthese areas. ~ o

Detailed Requirements

Financial
statements 2.7, 31 is pmposed thaa resource accounts in the pubim seclor shouxkj :
comprise the f@hlaw jing t ﬁmﬁmaad sta&cemaems ﬁm each department (axamp%
are Mustrated at knnax A S{:h\admd’as A iﬁ C)

- Qpecaﬁng C@st wmnﬁ {Schadauie Ay &howmg rasmmes
amsymedr dwmg the year net of departmental income imm customers;




Publication

Audit

. departments nor will they be: ‘taid before Parliam
it is proposed that the Qﬁmptr&ilﬁr aﬂd Aa..a.datow General fC&AG) should be

Balance Sheet {Scheduke B} b me draft i‘armai Shaws &ssef&s and :
: ', izammes balanced by an anal ysss of c;aapﬁta% em;}myed and provisions.
2 f-fﬂ(:al;zﬂta;l employed represems mmstmm by. the taxpayer in the net
. assets of the dapaﬂm@rﬁt and a& such provides useful information. An
.a«iﬁema&we (s&mplwfxed) preserﬁatmn wa‘uéd !:ze i\O Gfmt the bmm hatt of
the balance sheet, leaving a Statamnt of Assets ami i.tamhftri:ea @ﬁély
_‘*Vzews are suught on these ami Othar po:ssabia paraesezntamms emd

e 'Cash Fiow Statemeﬁ‘f {Schedaute G? aﬂalysm th:e cassh mﬁf&w
ﬁiSfﬁ!"ﬁngfﬂﬂg between capital and current flows as WHE as ehﬁwmg &hse;
SOLCES: cﬁ firance. - -

- 2.8: Additionally, departments should produce

+  Main Objectives Analysis (Schedule D) — an analysis bgé.a.d onthe
-Operating Gost Statermert, smwimg the cost of resources consumed by -
Lo main daparbmemai ab;ect.we wath audﬁmtmna% c&a&a on mmgmagamsi o
oy budge!

3 ane:i wn&i be stmng&y encaur@g@d @e pmca.me

c:}umz a;ne:i F?erfu:xrmance Analysns {Schadluée Ey~ mmarrmg th«e ﬁuwlll
" costs 04 deﬁwermg 8 departmem S maiey ccbject»wes as defined in
S Schedw% [ above - with the eutpuls achieved. it is for consultatios
- whether the Statement shoutd include propesly attribuled outputs o 0?
: 'Wﬁs emd t:athef &utssdﬁ E‘}ﬂdzes h;a”t%kzed w the d@;mrﬁmant, o

2.9. The apemwng Cost Stageemem Ba!ame Séa;ee% ami C.ash Fi ow Sta&emem
- il be pubkshed and laid before Parlament. The Main Obgegtwras Analysm :
' awd Oudout and-Perfarmance Msaby*&@*s mnglht be aﬁa@hed of pubilished
B ei*s&where for example in the Departmental %e@ert

' 2.10. Untit such time as the cash-based Appropriation Accounts may be
-~ replaced by any other form of reporting to Parliament, they will continue lobe
“prepared and audited as at present. The ﬁmrs{ full set of departmental resaume ;

accounts, prepared for financial year ‘3998 9& will not be published by :
ment by the Treasmy Howem

invited 1o audit these accounts, in 1 the course of his audit of deparkmental -

: ﬂ;zpmpnmzan Accoums; and io repm*t tssfs audﬁ og:nmnm to depap%m&nxs_

: 2 11. ?he Treaamy pmp(}ses to use a%s emtnng pawears tc dtrect d&pammems. : '

o prep&re resource accounts for the tinancial year 1999-2000 and th@maﬁm

The C&AG would as a result be reguired to conduct a centification auditof .
these new tesource accounts ie Schedules A-C of Annex AL These accounts




= wz@i tuhen m presewted to F’amammg “i“hsa audat statws sf ﬁshedu!aes D and E .-
will be part of the: consultation pmg&ss S

243 e “E:fzﬁrcydumng the newr au’rmgamm{bs the Government will maintain
established standards of propriety Ayl reguiarity. The Comm;&tee of Public
: A(;{:Uums wilk e:ren;tmu@ 1o peﬁt}arm Hs cc}nsi:tmmaaiay impDﬂaﬂt function of
exarnining departmental Accounti ing. Officers on the basis of reports from the
C&AG. The introduction of resource a{:mum;\ng will ot affect the- CaAGs
- ability inder current powers to conduct value for money studies under fhe
: .Nai’i(}ﬂeas Auﬁs& Atzzt 19&8& : i :

Link to Departmental Objectlves and Outputs

- 1:& Paesausce aﬁamnﬂmg wild g;w depas’emen&s a clearet picture Cﬁf 1he mput
Gosts. of {heir aactwutra& There are considerable attractions to taking ihzs :
process one stage further and including an explicit link between a d@tmlﬁd

- analysis of input costs according o departmental objectives and e::u&zfmm as -
$chézciules Dand E at Annex A xlénstrate Qu,tyut and. Performance Arial yms

‘ {i}ﬂ the: tﬁf’aefs m" S{:hsedme E wmﬁd be easfer 1o propose in the case of - T

' de;)aﬁmems {or acgﬂvnmes) which defiver servi ices to third pariies than thase

- primarily pmwdging policy advice o Mmmsterza But even in the iatfter case

;depaﬁmants should deve!c:p a sysfematac a'na!ys s of their 2 \ms and:
ob;e«::trveg and assﬁoc:lsaied s;osis

Capital Chargmg

214 T?m opportunity cost of capital used by departments is already
; r%acegmﬁed in departmental investment aap;xrarssaels but there is cwa"emiy rm
fsysimalﬁc basis for recording the overall cost of capi ital taken upby
X 3d&panr§mmts One means of exposing this oppeﬂunﬁy cost more fu;%y, and
o sha;vrpemng the mcentwes of depaﬂmemg to extract the best value from theu‘
. use of capital, would be t@ Bﬂz mduce caprntai chargmg This ngihct take ths&? fe:;rm :
- of eithey '

(g} extanﬁmg p»resem arramgements; {im‘ 6xafmp!e inthe WS) by cha&rgmg
: -for fired taangs\bie assets in spegific areas of the public sector. Sush

S marg@s would comprise deprec;atsﬁn and the cosi o=f fhe capital ..
“mw&?ed Inthe assets mnceameﬁ D :

U systama&ac aﬁangammis for c%’;mgmg ﬁm’ ﬁhe CﬂE—it oaf ﬁh;ez mt camtai e
Pl employed 0 eaz:h depalrtmem At S

' 2 “25 Raesaume &GCDUsﬂ!ﬁS wmié yzeld an agg;»regaﬁe fa;gme fior the cama! L
amg;tg)yed by dapaﬂmems n sarrymg msa; their activities, which- woutld permrt
~the. tm{od&mﬁ}n of a charge for the cost of thel total capital emp!eyed onthe .

- modet of (u} arbaw uamg sither a notional charge or a cash charge. The




resource buﬂg‘eﬁmg model at Fég;we 3, and the aceoumzmg formats at Awnex B

hmeg beeﬁ g}mpajred on the basis of an rcmeraii nuﬁlanaf{ marrge for laﬁuslﬁraz?mfe» o

Accounting Prmmples PO|ICIeS and Technlques

Accounting
systems

©2.16. The Gwerwnem stazris fmm the pre@umpt;@ﬂ Ih;aﬂ:a khse« am@ﬂtmnrtm@
- principles and C{)ﬂn\sammna to be adopted for r@snum@ ax;munmg shmulxﬁ
 follow UK Generally Accepted Accounting Practice (UK GAAP) in particular the
- accounting and disclosure requirements of the Companies Act {1985).and
* accounting standards. This approach should give broad consistency betwesn

centrat government and other ;:taﬂs of the: p:ubdae sector, and more weﬁe&y Wity
the privale secior, Sm:h & framewa i ol ;:zrwzzde & mrmptahen'swe setof

- accounting &tandards agams& wmch aucﬁiﬁms COul k)‘ mrmmsa dam%n&m@aﬂ
faccouwts L :

' 2 1? Haweve: UK GAAP may naad w0 be mpplmeﬂied in some respects to
- derive a framework of aocounting pﬁmg}bes aporopriale 1o the reguirement of
" central government. The Treasury intends o publish accounting ynaadamw A5
: supp!emem to- UK GAAP where necessary. The aim would be t¢ produce a '

resource accounting reference manual for use by departments and their
auditors. This might C{)ns;deraib y simplify departmentak ﬁkcm&m%& Birections,
Government Acﬂc)unmmg will be amgxnded when amﬁ mhaare a@.pmprme o take

__at:mum of r&smae ae:couatmg S e

'2,1 8. Annex B sets out a d{ﬁé‘t euhﬁsne'ifraaﬁwvmowk of suzggésfred ammm&i@’wg}
" -policies and principles vsﬁhmh  departments could use o develop resource:
: -accmnﬁmg Further work w;ﬂ be needed to flesh this out. There are also a

nuraber of difficull technical qu@simas on which comments: wwﬁd é:xe mimnw .

' These inchude accounting for P@ng term governiment liabilities, sich as

' 'penstons and difficult categories of assef, such as heritage assels, defence S

; m&ﬁeneﬁ (fmnst !me mmiary eqmpmam} and pzhysmaw !ﬁﬁr&sﬁrm&me suchas
reads S

/2.9, Accruals aémummg systems which p owdse mianagement informeation

throughaout the year as well as year-end accounts are h!lmf.aly 1o ield the imest :

overall return in terms of improvements. to financiat management in _
departments,’ because they will build a direct link between nterm: amd axi:@malz:
budgeting and acmuMs W?’ﬁ!ﬁi temhnma&riy it mmgm be possible to- pmﬂuce
~accruals accounts from a cash-based accrring sy&é@m by year-end

adjuszment this should enly be contemplated as an interim: “fall-back™ pass&nm
“since it would be unlikely 1 to y;em mam-z of the potential bﬁn@ﬁr&& dﬁsarfbm
earier in this. s:hazpt@f i




Control by
departments of
their cash flow

Defining the
departmental
boundary

g 2,29 Qescwca acccun@;\nag w'iE r@qui»ra & more sy&iﬁma&m aapprcach hc
- recording debtors and creditors, which will allow: d@paﬂmems o phan and

contrel cash flow more effectively than u’nﬂer apurely cash based acccumng :

- system. /Al present; cash fiow is mostly conteatied at the end:of the payment

;mmces& more comprehensive information on debﬁcars aand creditors. shauld

. he!p e%epartmems o mfecact cash-flow difficulties, and 1o take remedial aehcﬂ

well in advance (for example by rescheduling purchases).

. 2 21 Gonsci«p:iashcd rascuarce accounﬂs wcwﬁ b@ ;arc;mred écr each whi ofke

department by consohz%atmg the accounts of each of its individual account g
uwmts These would compnse the “centre” of the department and its cmcc%we
agencies, mczt.jdmg Tfadmg Funds. Defining the boundary of the | de,partmam

- in this way ensures that it {;crrespomis to-the respcnsrhﬂhsmes of s mmmpa Sl
g ﬁi@cccﬂm‘ng Officer {see Figure1 below). *

2.22. 0 is nob mmsezd tvhza\t cmsﬁatutmnaﬂ&y mdepenﬁmt bcd ies such as :
NDPBs, nationakised industries and lobal auﬁhcwb&es should be brought within

_the scope of the' consci‘sdmed departmental accounts, ever though they may e

be fmam:;a& y linked to the department. "i‘o consolidate their assels and =

3 mammes cm a deparimental balance sheet would be mis eaz:imgn n:that

cwnersm;:a of the assets and liabilities is not vested in the depamﬂaﬂt Grants,

loans and other forms of support to these bodses will be weated as ¢ thmrd party
: -1rafnsacbscn$ and itiaﬂtmed m the relevant deparﬂmemai resource acccunltmg :
sx;hexﬁu&ea gy o e

‘2 23 The structure of resource accounts as set oul in this Paper. and thelr

Tafete dewlcpmeni will be consistent with their pcssable use as ﬁm ba«@ls fz::a* .

. 1_1%1353 F’UEFE#IC Expenditure Suwey

Whole of Government Resource Accounts

Consolidated Fund

2 24 vis not cleala‘ wheme»r aggmgate resource accoumﬁs ﬁc«r ﬁhe wmﬁe o
' Government would bs of practical value, given the diferences be%wecn the
: fva&rwus de:carrtmems axnd other parts of gweamment which they wo,u&g} adc!
~ together. The Government does not therefore intend 0 produce aJn i

aggaregateﬁ sm cf depaﬁmerﬁa! rescwce :acccumts [

2. 25 The Gcnso%adat«eﬁ Fi.md md ihe Namnaa Loa:ns Fund set om the
- Exchequer’s net cash position which is critical 1o the control of the PSBR and -
~Ihe related ﬁumfmg operations, Resource ax:coummg wﬁ% m}{ thevrefme cn‘aange g
the way in which the accounts of the Consolidated Fund and National Loans
Fund are p)rsapamd and s‘nﬁmmamn wilh ccmmac tc E}@ publwchad inits cresﬁaﬁ
; fmm




xFig‘u.re 1
The Departmental Boundary
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Tax revenue - 2.26, Tax revenus is accounted for in the Consolidated Fund on a cash basis,
‘and in the FSBR using statistical forecasts of anticipated receipts. In botir
- cases the present reporting methods are considered to be the most
' a»ppm;:mat@ bearing in mind the uses to which the relovant information is put.
: T‘h& revers dspartmems do haweve; supplement this wwith datarﬂis O | %%ae
ca%lectren of outstanding tax, which may faaiu;re in their resource aecounts: {as;
at mnm& Schedute E} ' L

Implementation

Timetable 2.27. As aresult of the work so far, the Government has conchided that
resource aaccau‘nmg should be sry&roedmsee:i in all departments fromi1 3&8-&9
But some de,paﬁmems may be able 1o implement resoLirce accounting a year
- {or enore) eardier, and will derive benefits from an earlier siart, Publicationof .
resource accounts woud not be a requarezznmt undil the $999-2000 acecw&ts
to allow departments to adéfess any system difficulties which mrght afise in
; pmparmg accounts for the aaflmr year. The first {and subsequent) sets of
A ;mb *sshead acc{mms wsuki be lazﬁ before Pamamem

j 2 28 'A%&hough this ti‘émetab 2 repre&eﬁts a demamdMQ target for such a
, 'patentmﬂ!y iaweachmg refiorm, it builds on existing work, For axampla wmh o
- has been i progress in afl ciepairtmams on the preparation of fixed asset
Tegisters to a common standard since 1992; and many departments have had _
_ -mpaneﬁce of 1rnimdmmg accruals accounts in thmr axecutwe afgemc{tes smw _
- the mtroductmn ofthe Next Sheps rmhatwe i 1988. B e

Costs '2,-29.. Liipheréy ms;ts ffai%i imzc;s témae mam s:ahe;gﬂﬁim:




Syst&m chawng&s .
< The indorsmation temmlogy requnremems of resomce ascmm%aﬂg _
‘sysieevn‘% will be for the most part standard accounting applications, such-
a8 Purchase Lﬁdg@r and General Ledger ga»ckag,es But they may need
tobe taitored to depaﬂment&! requirernents. The Tfeasmy will be '
issuing tecﬂmmé gmﬁance for departmenis ko use in ci»s’a“ftmg ws’eem
o wemi&caﬁsons m comman ma;rﬁdaard& :

* Mam»agamam mwe . it

- The itroduction of resgurce amouznshmg in depaﬂmen’ss Wﬂ*ﬂl reqmm a
: ,.s:igmfmam ccsmmaﬁmam of mawnagemewt bime fmm ih& mas’é ssmwr Eﬁvets ‘
: m}wnwardﬁ : - ~ ; ' S

+ Traiming : : e
- Staff: training ss of Cﬁ‘iscal! mpaﬂance “fh@m will need to be mme&'emm
of time in building up expeﬂms@ in departments at all lwals,, bmzh in the - ;‘

technical azsgects of resource a'ccm’@i‘ng and budgeftm@ and more o
@&ﬁwash!ny to mee»t me wi der changpes in managemem cuéimra

2.30. The: axdent o wé”mch éapaﬂman’ts Ay ineur addnhmnal costs as g sesuéi S
of the pmposa&s i this Paper will dagend on the extent to which these _

' ;:)mposais fit ezx:shng pians for system fepéacamem and: upgradawng The .

. nm!emsamatmra timetable has been chosen to N imise the aﬂdmona@i ccst 0# %
these prz)posadsf E}spartmarztai ;amsmsats will ‘be sam;em o dei&ded aupmasaﬁ :

of the-options, in a«dvasnce of woauremeni ' -

281, The Treasury will continus to coardma&e efforts across QW&YW&W‘E" :
= d&“}l}ﬂﬂm&?ﬂm fo ensure that the mﬂmductwn of resource accounting is. '
aﬁh;wed as cost aﬁ@ct‘xveiy as p&ssm e, for exampte by sharing of ratem
5 technma;! information and expemﬂce ansd zssumg gmdam:e whea've '

a@apmp:rtate

Northern Ireland 2 32 The th&m ﬁre!and Dapaﬂmnem osf Fmame arnd P’E'TS{}‘.rﬂﬂﬁ’l BRG] sas i
“certain Troasury ~r%mr}s¢m§mes in respect of the Northern lretand Civil
Service and accordingly will have direct ;fespt}nsmhty for Ehze mtfrcdum;on of
FESOUNCE. amounmmgg in Nmrt#’:eﬂm freiam ﬂ@p&ﬁm@m St :




Chapter 3 Resource Budgeting
Introduction and Summary

. 3.1. This Chapter looks al whether and hosr public expenditure planning and)
- contiol zﬂfrangﬂnmis might be changed to work salisfactordly with - andto
receive Makirm ‘benefit fmm the anxﬂredmlason ¢f vesoures accounting. i
7 would be ;msszrh‘{e to derive all the necessary information on cash from
| RESOUNCE A acmum@mg syst:emﬁ 1o support the current cash based planming amnd
- control arrangements and stop ﬁhe{e But there are arguIments for going ffurﬁhw‘
by adopting the principtes of resource budgeting, wihich d&paﬁmﬂnﬁs will use
: {ffar their owninternal management purposes, in the Public Expamslmture Suwegg
and in-year can@re:l azrpangementﬁ : S

32 ‘fi“h'& Government belioves ihat il wauld be both possible and desirable in
principle o taxe this further step since # would-allow-public resowees lobe :
managed and accounted for on a coherent basis at all levels. Such a move

- wiouild theretore contribute 1o the Government's overall economic policy

. objectives, as well as reinforcing financial management at all levels.

. 3.3. The main issues and some of the possible ways forward are described
below, Further work on the details, in consultation wilh other interested parties,
is needed before final decisions can be taken on how to proceed.

What is meant by “Planning and Control Arrangements?”

3 4 Tha e;xpress;oa ;}l.annmg ard condrol a;r{angemﬁnas ref;e‘a's g !wo
- systems; -administrative and Parliamentary. The systems and the ﬁelamron&mrp
between &hem are described in Annex D. The term “resource budgeting” is
~used: o sﬁwr pesss:b%e charnges o both adminisirative and Pamheaamamary
’;)tmc;,ecimes - -

General Principles

3.5, Any x:oan&tfe:ra@sez‘a 0:1 ihe z:ase iw mmgm ﬁhf:a current basts of the public
e‘xpmﬁ%wa planning. and control arramgam@m@ mrist ake as #s Sikairtmg point
an identification of the ommtwes of the syshems as tlha@y Sab'am T cutfr@mt
arrangemﬁms B

e ‘,h:e:!p.me‘ &mmmw o faze:iéﬁfxwe éamimmg:emmmm objectives;

Y suppm tshe Gavemment s nmme&omn@mm c:b;ect:ms ford mprmmg ﬁhe
M j;}es’frm’maﬂce of the public sector; : : o
R pmwde a sysiemahtc -basis for plenning ;:mmc exf}andaiuxre *m a W:&Y;l
o which su pi}Oﬂﬁ ciemsam m@;kmng on the amog}rma af%lx}aaﬁam of




resouces botk w&haen am! beiwaem a‘apasr!;mams in amwdame m;.th;
'g@memnmm priorities; o : :

e @#z‘s&%ﬁ@iimaat.-éﬁimmki:cznltmt over _;,mmaﬁ fsr;;e.r;d»i.wnsg &gm@izmi@ﬁﬁeﬁ:

e pﬁwfde awmans of em‘mrmg $hat ax;}endahure 5 nmmred and -
- controlled i \jﬁeafr and: ‘

@ »;ammm&a Pawhlamm wﬂahh Zhe ;mﬁo:rmataon it ne:eds !1@ Mﬁn& uts wnmatuﬁmnai 3
role of a@pmamg wpendaﬁure by the Execufcw@ Feiahan ad -

6. The Gwammem believes thal new a:rfangemmtg for ;:xlaammg and

' x:métrmﬂmg aggregaic puxbim expendﬁure Wsﬁ!l rmed o qufl g key obj aciwe& gl

descrbod abowe. There may also be benafits to be gained from the rew:

, sy&t@m& for emwmke by ;am@mvmg the way in which these key objeclnws arre
et

The Policy Framework: Macroeconomic Policy Implications

General
Government
Expenditure

PSBR and
cash control

3.7 The Gowernnment’s cz:b;ecwe is expressed in zverms of G@nera:l ‘
Ewm&ia&we f(fGG:E) exeiuﬁmg p*é‘WBHS&UOﬂ pmceeds asa propc}mm -of Gmss '

- Demestic Product (GDP). GGE is used as the numerator in this key ratio
. because it is a-good meas;ure of the Government's impact on the economy.
3‘Benause itis & cnncem based on the National Accomms it also facas»zzaﬁes :
s lnatfezmamnaﬂ comparisons. GGE is an accruals Carsc&m a}khzough the quaﬁ&y ca‘::f
;V; the GC-‘»E data on acmua!s is less satisfactory than if accruals accounts were. .
" avaitable for ceﬁct«raul govemmmt depavrtmenis The mzméucmn of such
f amouwn@s ahwm !hereﬁcm ﬁm;:mwe the measuwemem a»nd caomm! of GGE

3.8. There are some. mﬁerewm;es be«twefen &Gﬁ and the: publwsc expanmsmre . - _
Control Total {see Figures 2 and 3 below)”. Changing the basis of the Control

~ Total to-a full resource cost: basis will have the effect of mrigving some aﬁ'emanis :

of GGE which aare outside the' current conbrol lotal (a{i;u&tmeﬁxs for non- tsradansg_

" capital consumplion {demecmzﬁn) and the cost oé capsta:i) within: the: g resource .
hased Control Total. GGE 4%@% ww&d be unx:hangad .

38 'Ti*ais ‘smggﬁsxs that mam@ o a resource based' comif(‘ﬁ 1103%342 wéu\ld help o
:acheiewe the Government's expenﬁmre ab;eactwe emresseii intermsofa
' QGE va ra;qro . by fmu&mg m&mf maora p’l’ﬁﬂfﬁ&ﬂy on the reiwani §§gmes

3. w The Gwemmgms fiscal aﬁ;@mw«e is expressed in t@m’es of i;he PSBR
which is a cash concept. T%'se Government pubhshes detailed spenckzwﬂg piam e
and detatled tax ;msm;cxesads together with & fme{:ast of the revenue expected to

bne raised. Tﬁe F’Sﬁ%ﬂﬁ s, 9n E}mad terms, the mﬁemnee heiween these« The

“frerluiirer detells sooder ssample :ng);zmax B 0? mii‘ &ssatssiacs Swm em’em 1® tiza ?smam@m} e
i szafemém g Bmdged R&@-@rt F@z-ai% GHCMERG :
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Gﬁwmmeﬂt a&so publﬂshas ;)fogecmns of ihe likely paath of the PSBR over the

mecimm Y, but, bacause the revenue mde of the account is not subject to
direct control, these are subject foa marg;‘n of unceﬂasné:y

3. 11 The P’SBH i a!sn significant because the. Govemmem is respcnsrbie ﬁcr

; mnagmng its.owin t::ash flow, ami for ensurmg that cpara,tnmzs in the money

markets to finance ﬁhe PSBR r{m smootht Y. This. would: aonatmue tobe the case -

_ even if the Government were to express its fiscal stance in terms: of the

General Government Fmancea! f}encm: {G&FE}} which i is the measure of %ha f' :

- government d&fazmi uﬁed f@r the Maastncht Treaﬁy ecommzc wmr@rg@nce

Qn&eara&

&12 A FOSOUACE: “based Conﬁ:ot Toﬁ;ad with 1 no aﬁdamna& ccns@ra:;m on cash
would increase the marging &f uncertammy surmundmg the PSBR, This c:x:mid
have implications for the: dsetermmatmrn of fiscal policy. A move to resource

: bu:dgahmg wonid therevﬁm‘e hawe fo:be: acmmpaamed by continuing conitrol over:

cash ﬂow a&thaugh f‘aoi nec&s&aﬂw with th;e same deg»ree of central cana;mi

‘over detail.

3.13. Thﬁ reiahmnsmp bemieen m:easwas of gw&mmenst ex;aendsﬂure receﬁpts

-and borrwmg is shswn at F;gwe 2

Mlcroeconomlc Con3|derat|ons

Better value
for money

Consistency of
budgeting
systems

3. 14, !lmroumg va!ue tor money in those services best {.‘H‘G’did&d by %he pubhzc

- BECIOY is.an important part of the. Gwemmeem S sumaly side pﬂhmes The

pmsmaakes Paad down i the Financial Managemem #mnat%sve in 1882 wefe

: des;gned ten ﬁack!s@aﬁe improevemems m the f:fﬁzczency and affecweness oi

pumm sec’wr managememt

| 3.15, Ths beit&r mﬁm’maﬂon a«v&alable fmm resource accozm&mg smuﬁvd mip to B
. improve the quabnty of decision makmg at depaﬂmentad level Mowng o
- rBSOUIce budgeting should of&e{ a similar improvement-in the a«rrangemmts for,

overall pﬁannmg and control of public experiditure. Because it also Gﬁzars tha G
possibility of chalngmg the basts of the aﬁimzmstra&we control reg;ma " '
deprawrtments will be able to plan and be: sontrolied on thze same basis; Tha ;

- consistency of depaﬂmeais internal budge‘fmg systems wath the overall -
: 'system of budgetary allocation and control Withi‘i"t gwemm.eag is & Key
2 @bgectme osf fhe proposa&s in this docwmenﬁ: Sl

' 3»16 The Gwemmmt beimv&s thai amove ﬁo resource budge’rmg nvolving -
_the introduction of a resource based Gontrol Total supported by acash . :
" canstraun; w&uid be consistent with its overall economic pal&cy ob;ectwes
Because it weulzd aisc mvm% a cim;@r alugmmen% of mxe {:{mﬁm} Tc}taé wsm




: Gﬁﬁ {whkis! s'etammg a;dequaie saffeguards in reiamm ‘@0 cash co:ﬁérﬁ@l‘) ‘ared %he_ .

provision of be«t’&er information to support ﬁmprwed dee;smﬂ makm@, i woui*d
also be desaaahte in m;mmi b :

What Could Aggregate Resource Budgetmg Involve"

Practicalities

Different basis
for the
Control Total

A resource based
Survey

' '3 ’i? “E'he Gmemmeﬁs has c{mssﬁeireci the ﬁ?&ﬁtlﬁ&lﬁﬁlﬂ% Tow the gsammg
—and contral DrOCESses mtlgiht be adapted-and has identified a pumnber of
possibilities. These are described below.

3.8, Departme:ﬁart rescmce acceumﬁs will 3mhde the fieh imput costs:

- lincluding depreciation and the costof ca;gma! tarl!cﬂng accoumnt of changes o _
' iwarkmg capital} of the resources consumed by the. depmmem in support- of :t& i
' overall cbiectives. For the ptannmg arﬂd control prm%es o take these cosks

into account, they have 1o be {eﬁleated inthe s&ntro.! agg’regaﬁe {hat these
prOCesses are designed fo deliver, Resource budgeting would therafore

~involve changing the composition of the Control Total, This is ilustrated in

Figure 3 betow. it shows that there would be a small increase in the Gonleol

- Fotatas deg:}rema&:ﬁm WS feciaﬁsmeﬁ, with & cormsponding ;feduotmn below
the line, and the.cost of cawpi&al was added above the fine, agaimwith a

correspanding reduciimn betew GGE wm:ﬁd be Ieft UﬂCh&ﬂ’gB‘d Controk wuéﬂ
thus be emﬁcised over a skrgmy ga?ea&sr !pmmrmn of GGE than at present.

319 The Controf Total at collimn two of Fl.gure 3 would equale o the totals for

_' c:urrend: am caegzatai e‘pendmg shown on szﬁeduiﬁ Dot ﬂmm‘x ;ﬁé

3.20. The annual Public Exgendéﬁkgaré Survey currently reviews the cash plans:

of each Govemment department. Since ¥he plans reflect cash outlays during
the year, all cash (whether spenton current goods, services and grants or on
capital assets) scores equally against the departmental total; is equally subject
to the top down Survey proaess mtmﬁuced in 1992; and is interchangeable | i
thaz depaﬂmenis hawe ﬁreednm to a%l'ocaﬁe fesowces o wrrem oncapital

: 3'.21’.. But it current budgets were 1o include both deprectation and fhe cost of
* capital (see paragraphs 2,14-2.15 abowe), the distinclion in economic temms
- between the current use of resources and capital investrment would become:

clearer. it would then be possible, though not-essential, to set-separate

 objectives for current and capital spending. A resource based Survey could
* thus differ from the present cash based Survey i two important sespects:

= the full-cost of resources consumed would be taken inle accowit; and’



g ﬁi’m&w? wwmmmn cowd bﬁ amwn be&weﬁn crmrert and c&mbai

&p@nﬂ@ng
* Figure 3 i
Possible Changes to the Control Total
¢ Cash based Control Total Resource based Controf Total
Departmental programmes (1) Departmental programmes
(excluding cyclical (excluding cyclical
Social Security) Social security,
but including
depreciation and
cost of capital (2))
+ EC Spending + EC Spending
+ LASFE + LASFE
+ Reserve + Reserve
= Control Total = Controi Total
+ Cyclical + Cyclical
Social Security Social Security
+ Central Government + Central Government
Debt Interest Debt Interest
— Cost of capital
+ Accounting Adjustments + Accounting Adjustments
(3) less depreciation
=GGE = GGE

) Includes central government's own spending, support for local authorities etc

For discussion of alternative accounting treatments of the cost of capital, see paras 2.13-2.14
above

3) Accounting adjustments to reflect the basis of measurement in the National Accounts, and
hence in GGE

-~
o =

The top down ‘ e ' EEREE S e _
approach | 3.22. How might this work? Each department would have a “resotiice budget”
- made up of separately identifiable current and capital budgets. The arguments
for conducting the Survey on the basis of a “top down™ approaa';h {aw&iwng
‘ Cabiaet agrenment 10 .overall lotals at the stant of the process, Tollowed by
~ ‘consideration of idivicual programmnes. in its-EDX committes, subject to final
-approval by Cabinet) would continue o appl«y This means that iiepa;rimemae
resource budgﬁ% would continue 1o be determined in the context of an overall
reredt wha x:h maym may not 3@1 saepae;ate ab;acﬁw@s fm capital ang cusrmn& e
spenﬁmg agreed at the s&art olf the macess R 2l




Current spending

Capital spending

Use of information

3,23, At the same time, it would be necessary to consider the cash required to
- “finance deparimental resource budgets, and the implications for the PSBR.

i The E:E@vemmen& s need to be able to finance it spending plans means that -
£ cash weu%d continue to be an important cmstramst even if not the ;anmasfy

ﬁm@ans e:»f control. Careful mﬁneﬁormg of cash requirernents would need to be .
- partof the Survey, but it might be sufficient 10 set cash control totals for each '
b de;:}emmem it 1erms of-a ranga around a: can’tral ﬁngme T

: '§§3 24 eram but:égets wau!ﬁ he measwed in accmafs terms: and as such
- would include charges fm de;:;rreciaﬁzon the cost oi capital and changes in
workmg cap:tas As at present Ministers would review their budgets and
~ decide how best w a!iscate resources 1o meel their ovaraaﬂ! ahgectwes But

“there wou!t% be a e é;mensmn m that, for th,e first time, all feﬁmﬁmes wauid :
i;ze ta:ken mfto account. : =

:tro bfmg ou@ the economic sugmfioance of currem and aa«pz&al spendmg bul a:lso _

maﬁequafiely suppoits i:-ptfmal decision makmg on the &cmlamon of new e

. asseis and the utilisation of existing ones.

- 3 26. A mwe $>€3 resource bucig@tmg witly an asaomat@d mn«tm! r&gum w&m&i
: ';address these ;:;ro%:}larﬂs; and open up the posssbimy of a more ratma brasis

for the treatmant of capital. It should encourage the efficient unhsamn of -
capital by ereatmg incentives to dispose of unwanted or uneconomic aase:ts

‘ Ti“;e quaiaiy af decision making on the acquumﬂm of new Gaplrtal shaats:i alsobe

;mpmvad since: ihe mgemg capztai costy wou%d ha»ﬁe S be &tsmm&da&eﬁ

w;:hm Ewtura f@%usrca buttgats paE

'.':‘:;3 27 The measures of GGE and &DP (’irem wmch GGE is derzvedﬁ} include the

full cost of publicly financed capital mveatman& measwed in cash. This i8 one
reason for suggest ng i ihat the full cost of new ca»;:mta! should rermain: within the j

Control Tetal. This, %oge’iher with the need to manage cash and borrowing,
‘Ssuggesis that therﬁ will be a can%mumg neeci for some form G“f mmtro! over -
: new: ;}ub%zciy fmamed ‘capital mvestmeraﬁ SRR e

3.28, Furthaf wcrk takmg acgoum of t;he views of those ;3&:‘;3 of fi’ze ;mbluc
. mector whose cap;@al expendﬂure falls szn 3he control mai <z needed o
_devise the details of a scheme under which departments would operate

: -1separate capstai and ourrent budgeis Thxs wsif take into account the
r 'Eﬁgvemmem 3 poiicy %hat a steadily rising pmpm‘%eon of caapntal rnvestmem 3 B
. the public services should be: fmameé by prwate capﬂawi based m a pmpe:r' e
, ;sh&ﬁng Qr transfef cf r:sk ' : : :

| 3 29, lmpmmmenis in the qu_a!;ty_and the: relzabuny ef outpuﬁ and peﬁormanae .
'on Gutputs sn!ormaizon as for examp!e shown in the Qutput and Performance
. Analysis statement at Schedule: E of Annex A {see also paﬁ:agifam 2.8) would

;f{;provlde valuahle information to suppori dac;saon makmg on t»he aﬂéocatmn of




rasources by mefmmg Suwesy discussions of that: depmmeml 5 mogmmmes

E}epartments might atso present mmfmatmn on their spending plans: shawmg

as far as possible t:he allocation of resources to the achlevemam of high | level
abjectives. Schadule [ of the tﬁiusttrariwe acmunimg fmma&s a:t Annax A shaws :
'lis;uch apresentation. - L .

Less detailed ‘ Sl e
cash control =3 3@ The possﬁa&tty oi mowng o a resource baser.ﬁ cantm% tetad has ,
. Implications for the current arrangements for cash ::on@rol in-year.. it would
‘;mmy 4 greater degree of flexibiity over actual cash: flow in yeazr The o
~.Gmrmmnt s responsibility f fGr managsng its: activaﬁses in the money markets
- means that control over aggfegme cash flow: would have to be maintained. But -
this need ot be mcampatabl& with a regime uﬁder wmch centmi con%rol over .
gash was mme flexible and less det&ﬂed than at presem with cash. cpafaamg
asa ccﬂstca;m rather than: the pnmary expendﬂu;r& c:c}nftro! variable; v eﬁeei
mm would mean datega@mg detaas!{ed coMral over cash mamg@mzmt o
_depaw"{mems B . :

In-year control ;3;3:12..fiiisn_e~§wgzari‘=c:szampm a{t@h@&ﬁt@:ﬂ@é@dﬂ&d t:zééﬁ ) aﬁswsmai
e shew-sgewdsing ;ﬁlahzs weeré -m»s:i: B

Swithout: un,amepm@ e cﬂnsequances fm’ ca:sh mamsgemaen; asnd
bﬁﬁfowmg,, anx:% s :

+ i a way whmh mam%amezi g:am;:;ar Pa«rlaamemafy mmm}

il 32 The Gwemmem belmwes that there. would be adwamaeges I@r ‘

B 'ciepartmenuts which Wera gl@nnmg ﬁmd managiﬂg their operations on a ﬁu*i% ?: S
IESOUICe. cost basis to be contm!«!m on the same basis and thus that the

: ‘mzma}fy L yearr control variable fm admmtraﬁw& puxp@s&s shou!d be the ‘
d@paﬂmmﬁai resource buﬁgex it -

3.33. Sc;me of tiw argumenﬁs far mamta«snmg overad! cxmtro! of cash in addi’tmﬂ
‘have been descrmed abovie. There | lsalsoa s:gmfmam ?airlmmaniabry ;
-~ dimension. Cash control has formed the bas;s of ?@r&&ammtaw authority for : s
- ”speﬂdmg by the Exet:utwe since the early 17th Gentury, and the G{}V@mm&ni
_ wishes o consult Parliament about the form cash and feanmca basez:i C{m@mi ,
_ migé}t ta:ke fn feﬁuﬂ*@ e

Resource Based Estimates and Appropriation Accounts

3. 34 ﬂ wauid b:e techmc:a;!ﬂy pssmb!a orurra &LFW}?’ ona resoume basss i}m

- to-seek Paarisaemantary aqmmva# for Estimates dﬁﬂc}mxna@rj i cash termis. Bui
ihere #s a strong. argument for the Paﬂsamewtaay sys%ems of ﬂpgnrvwa! obe '
;;- c:losety aiagmd with the accountmg basis of E:he Gevermm&m’s oven hudsgaixs‘ng

. sysw;m The link between Paﬂuame,ﬂtaery arppi'ﬁvai and budgets set fnor

RESOURCE BUDGETING



Legislation

Other Issues

Local authority
spending

“ mdwzdua% respmsxbzhty areas wzmhmn dapamzénis wz;u:lti be strang@r if trhe .

as:counﬁmg systems were consistent. Information would then be presmﬁed o
Padliament on resowce costs and the cash required to support the resource

- budget. Pc:ssm%e changes to the nature of ?’arhamen&aary apmgmi are a k,ey :
e patft of the c@mu ria@on pm{:ess S :

3,35, This would ‘imp y faliﬂ'iy radical changes fiom the current Estimates and

A;:zpre;:xriamn Accounts formats. One possibility waulle:i be to base these
dacuments on th@ suggested accounting formats set ot i this Green Paper.

i taking this farward durmg the Gongulmnaﬂ period, the Gowemmem wilt meed
: t@ take fully into account the views cwf the prmm{y racupxenxts of ﬂm&@ :
dawmer;&s Paamammt arﬂd the Comptwﬁler and Audz%@: Gm@mt

: ;,43 36 The Gﬂvecm\ment wxﬁ xmroduce depaﬂmentat resource amamﬁs umisaf :
h éxastmg !egws‘rauan While F’aertzamenrt continues 1o volé cash amnmdéy, e oo
© - Government must also acfnfamue to.prepare accounts which show fhe use to
- ‘which voted cash has been put. Butif the basis of Estimates were fo chaage .

the Bammmem wouid then CQﬂSldBt’ thecase for new legistation.

3.37, Ti‘w dwﬁaﬂm&ﬁiw baunﬁanry forthe p:repz%aatnoﬂ of consolidated resgume .
'ae::cv:rums has: been dea‘med in paragraph 2.21. As.at present, the scope of the

resource budgeting system would need to go be&;and e %}@m@ary, cwernngf <

for examp:te cel mmt govemmem supm)rt §or %ocai amhunrﬁaﬂs

| 3.38. “’i“h@m are-a numbar of other issues which wdﬂ need to he taé:ceﬂ zmo e

account in the detailed eie.s;gra of a ﬁxass;biﬁ resource- buggeetmg‘ &y&bem Tmee
of !hese are d@scmbaé irihe éeé wﬁg pawagra}ghs : :

'3 S@ Exp@ndﬁu{@ by !ocai axutahgrmes aacaunts f@r some. 25 par cmt of

G&mefra! Gwemment Expendmfum Th;s B repreﬁe%&ved i the: Control Tmm m :

: tmfee ways

il suppart guﬁan by gwemmem depaﬁmems in ’me form of g;:amts {gﬁne:al:z.

~and sp@cmc:, including capital grants); :

= - credit approvals issued by depariments, which give perm&ssm o

a mdw dual authorities to borrow or raise other forms of credit for {:aimtaﬂ
2 purpeses {in Scm!ami conse!ﬂts 1o incur capital axpemiime;, s:nd

- ,sf_}esm:tmg wm:h is frmamed by Eecafi amharm:es Fecrm ihear OV resaumes» _
i (neg cﬂumﬂ tax and the use c.:f bazlfaﬂcesy : o

3.40. The §aa'at twr.) of these which 4 w@e@ha‘r nepmse:am amw"xd 8’5 pex’ c&m of
totaﬂ local authority speﬂdmg are mciuded in the re eva:na de;}a«rtmwﬂtat
pragrammes The third is included as a distinet block wm &hﬁ Camstmi "?"’mat




EC expenditure

Scotland, Wales
and Northern
Ireland

i _ This treatment reflects, ori the one hand, the Feépﬁﬂs-ébiiai@iﬁé of céﬁai&a»l‘ i

govesnment deparimenits for the finance which they give, or make available; to
local authorities; and, on the other hand, the constitutional relationship - '
between central and local government, wi‘sereby local authorities can, within
iihe framework of the tocal gcvemmem ﬁmame sys@am d:etsemme the level
and aJJE@samon @f Ehear resnwﬁa& ' S : : ‘

3.41. Ji! Ismoh e\xpgﬂted that the cccﬁ&mis oir'iocal ammrm expendatws neefd
change under 2 system of resource budgeting. Developments in tox;ad

. govermment accounting generally support the reformulation of the control mai '
“onto ah accruals basis. As emlawed in Annex:C, local authoriiies themseweﬁ

aliready’ sase* accruals accounting as a basis: fm reporting their curr»em

f f expeﬂmtum and a new code of capital accounting on an accruals @as;s has
baaﬂ in- ope?mm‘x sirice Apnwi 199& Bl : 5

: '3 42. Efunher wark i5 aeed’ad %0 dma rring whant mptlc;azmns thiere msgh‘t t}e (sff

any) fot the presentation of r;enhawl gawnmam s support o Gc:a! au%hs‘xrmes m o
resource budgets,

343 Incommog W}éh that oaf aﬁher mamber siames the Ua!(’s cenﬁnbutwn tothe °
Eump@aan commaunitios s calculated 80.a5 0 ensure that the EC budgei which
is cash- based, batances each yealr The profile-is uneven, bacause ‘

ot butwns ane palzd on f the basts of es%ﬂmatﬁs which are aﬂjusteec;i in: tﬁ:e izgh:i -

of Guﬂm’ﬂm v

ad Beacaase %he E{,} budget is cash based th,ere s a stxm:ng argument. for:
: -rsetammg the present basrs onuwhich EC expenditure is | inchuded inthe Gﬁmm 3
‘Total both at the planning stage: a and in reporting outturn. Nevertheless the

Government will consult on whether there is a neeé fumr alternative
arralngamenis as ;:zar{ of the f.unher wm’k o La@ma resa’uzme budgemg forerard.

3.45. The level of spéhdihg by the territoriat depariments is determined by

~ imeans of biock budgets. Within these blocks the relevant Secretaries of State
§80idﬁ lhe allocation of resources 0 mﬁmdual p:ogrammﬁs The nntmductlon
“of msau nce: bud;gm;rng could have implications for the detail of these: !
amangements but it whou‘!ﬁ. riot call into question their basic pra‘mﬁ:ztea,x




Chapter 4 Conclusrons and Way Forward

4 in ths %rgm of iurriher wafk carrref;s s:xut ssrnse ihrs aud@at Sta&esmnrt last
Novemban ths Government has sanc’rudsﬂ thaft ' -

5 Sl drspsﬂmmts shsuid mtmdusea rs»smrce aaccozmmg as:soon as
possible; - :

o most depariments smuin:i bs ab%e 1o hws such sysiams i p!ram E:ary
' Amri 1397 Lot

e al& dep&e’tmarrts m;ust. &é—we thsm i «méace 'bwy A@ziﬁ- 1998; -asmﬁ

[ \Mj&m o ﬁwrfheir mﬂsultaﬁm the ﬁarst ‘Pub; ic Expandrﬁurs %uway on a
' msw&e basis wouéd be matmdsfcsﬂ foir t:hs Budge:t iy uw ysar zsu

Resource Accounting Issues

Consultation tt 2. in rslsrzmﬂ rs tehe pmposa»!s on accxarrmrﬂrg prrmapskss and gam@s
drssussed in Chagmra views are so:ught i pa;mc.urlar OR

s the dmﬂ fra:mewark ()rf a&cmn%ﬂng r:aarmc:rp!;ss and conventions based o:n '
UK GAAF’ set.out at Annex B, and me cru’rszandmg me}ummg r;ssues :
discussed %hsre and in Chaptsr 2

» 'the fermai asd scc:pﬁs of resource a«cccmrn&s mcﬁtrdmg me swggssmsd ,

- definition of the cfspartrmemai mundary, and the tnrsmmiem of NDPBs

, and other badres supparted bvy G@wfemmem Dieat fwrmasts are artttsmsd e
:a:t Anane:x A ' IR R :

e fhe mszr%is ofa sysﬁammrc a@prsa:ch ir} chargmg for the capsta\‘
- employed by depar‘rmem‘s Cbassd on the accounting rnimmmm inthe
SR ';:xro;mssd departmen@ad ba Elfels shzeats) and whether suc:h & sysﬁsm
o shawid involve cash charging or a mtrsﬂat figure;and :

. {-: "-iih;e pmp;)sed &u:d[iét afrraﬁrrgme:n&s,. :
Further work - 43. The Trsasury wﬁ be taésmg ﬁcrfwaerd wr.@h e:iapammrems EE

o = the gzmducztmn af a ref&rems mamra»l cwsrmag accwmmg prmr:rpi@:s
S aenﬁ pﬂhmes fo be adwmed in e preparaaron csf resource a;ccsunts

_ - ﬁhs devsmpmem eaf commerz staénﬂams for asssumﬂng sy:smms z@
- achieve consistency with central data requirements; whikst aﬂoawemg
 deparimens the flexibility to design systems 1o meet theiromn
B management rm‘osrmat!rsn requmreamems and i




e e development of a cohemrsa and detawlémi humae%ablﬁ for oo

“implementation in departments, and Treasury's role in z:omdmaaz:ymg th:e
iﬁm%s to smwre cs:amxpifemm cm sahedmiue ami at mmaamum mst i

L %4, The work of the Efifceemy Scmimy {:m depwimeﬁi}a& mmagemnfi

.nnffmmamn sys%emﬁ due to rep@rt in the Autum‘n will %akﬂ account of the

" relationship between such systems and the {ieveiomem of FESOURCE
' '«amaumtmg mdapar!men@s S : ;

Resource Budgeting Issues

Way Forward

4,,5 in re%ate:@n o msowce budgatmg s:saues m masm axeas on whmh views -

- awre sought, m deuelo;:r 1h& tdeas desauss&d i Ghﬂp! er 3, am:imx:ie

e dewrmmmg how 4 res&ume’ﬁased Pumxc Expenditure 3%@3/ would :

mr%a ms:!ucﬂing the m‘ea:tmem o§ capaa,af spendsmg,,

*the 1mp!gca¢|ons of mmng toa rafsoumﬁ based Purb:hc Expendntsuase
- Survey for Estumaines and Appmpna&am Aﬁccums uvsnng the ;\ﬂfmmaﬁen .
. Ww&:cied b‘f mseurse accountsy - LAt e e e

. deveéo;:xmg systerm 10 pm\f de swﬁ’ nsent nn«yaaar mnmtcrmg and caomroi 5
‘wer t}c«th resmzme censmmmmn anz:t ea@h : :

e e ﬁh& ‘ampﬁcations aa‘ a move 1o resaurrce‘ budgeﬁng for other samam

outside the proposed: depaﬂmantai i:xoum’alry, w#mse exp@ndaﬁ.we faﬂ%s‘ :
E\mhi;’n the: mnutmi tm@t aﬂd : eim ;

* how my ZJaii’TSﬁiﬁﬁ%a!l pmtxtgmswwldb:é handled.

48 0tis reqmstred that wn%en commem&; should be mbmftﬁead to the
_Resource Accounﬁmg Unit, HM Treaswry. Parliament Street, LONIBC}N SW1P e

3AG by 31 January 1995, The: Treasury would also weicme the epmnuaﬁy

’ 'i:c; d;scuss the propasaisa wﬂh those who wish t@ cio so

4,.'? 1 the Ia:@'&! m‘ wews recxweﬁ on m}posa s m tms Paper the G.cwemmem ‘
: :waaﬂl miake.a further anmum:emenrt of:the a»ppma;ch ;it intends o follow ory:
nnmdmmg 1eSource hudgetmgg anz:i hﬁw i gmposes to deal w&t:h oﬁhes :
_ mmamamd‘mg matters. - : '




Annex A

Suggested Accounting Formats

AL Th\zs ﬁmma,x s%wws ﬁﬁuaﬁra&;m@ a@ci}tmmg mrmact& f@»r a fictitious x’vz
depaartment, as follows:

¢« Schedule A - O;}era’mg Cost E&aﬁemm sm}wmg the cost of resounces
' mnsamd {i{ua'm;g the yea!r

® S‘;ch&duie B Ba*!am:e Shee& &hawmg the assets amé samhi@fas a*i '@h&a
yaa;’ e %mr!ﬁmed tby rae;@weas and D{OWﬁ%D% : o

e 'Schedus!e C~ Cash F%ow Statzam@nlt analy--sang tha% nex mash @um@w my

cuwemfcafmtad and the sources of financing;

' _’t«ogaiher Waibh iﬁrmws er the fclluwsﬁg sup;:;lamantaw ﬁtaz@mmta

b E:‘xchedusl*e D — Main {Zih;ecwaes A:na&ysaﬁ camparmg: budge&ed wmth
~achual results by main ijea::twe headmga and.

- Scheduzle E~ Ouripuft and Performance Aﬂaﬁyﬁﬁ, _campwmg ’targev% wmh '
actual mshﬁoutpu& ﬁar specific activities. it may not be posss&t:e m '
;:»mduse o&bpuﬂ: dawta for all activities com;pnsmg a mam Qb;eczwe
headang ' :

Prior yoar frsgums are gwea in brackeis as mey maay no% be a“@*arﬁamﬁ f:or anq;f

oyear. heﬁm’e 1997- 98,

A2 An a»!tm‘na&we ;}reseniantmn fo the Ba?ame S&teest would be & &atemenut of
" Assets and Liabilities. This would omit the fundmg elements (Public Dividend

Capital, Revaluation Reserve: aem:i General Fund) cza" the illustrative- Ba&am@ :
: .-Shset shmm at Schedute 8 ' '

CAJ. 'I‘he ﬁxgwes shown wr main objectives in me ana&ysrs al Sﬁhedu%e {2 8."!’9

e ’;net of i lmame An aliernative presentation might be 1o show: ma gress costs,
“and the as"mur‘rts recevered, for ear;h of the mam ob;eatwes

A, V“rews asre mwted cm eaab of. t:nese auemaawes QAQ and A 3 ahwe) and -

any oiher aspe&;ts of schaduies A 1o E whmh ﬂahlow




:Sgﬁ.a;dm;e A

Department XYZ

Gperaung Cast Statement (note :,;
f;c;:r year ended 31 March 1999

- fPrior year,
S million ; e £ million € million
- Pa;y:bad#am assoma@ed saﬁaﬁ ccxsis L SR, BE
" Non- pay: aﬁhmmmrtsirazmn costs o L 2k0
. Depreciation .~~~ il o BEO
e :Cc}siﬂf,cam&ag (nmez’) o iapg
- Mon - mecurting administrationcosts .~ 15
- eg red:mdmypmgrammesem o
“Ancome - S L
efmm other g;evemmem depamﬂams ST 00y o
from outside cusﬁ&mrs R {150y

us;;errmmmsz:mnm co;sr‘ o DI g aeglis

: :;cwse:m.giga_ms S G RS A T S e 500
Coptalguants f (007 gy
- Other disbursements (note 4) ' f o eo00

_ NETOPERATING cosT 1 0 Bohedule f-3, @55 .:

NOTES f :
O e | f)egartmema! gmup f;gwes shmwa in this a&d accampaﬁysmg Sahedwes
- .are after aimmataan of m&ra»depaﬂmm&aﬂ bransact msfbakamzm
2 Camnnses :
- Capital charge: fa::er umemumraﬁeﬁ caps&a! amplwed £3e}m mﬂl[mﬂ’l
{see Schedule o SE
iinterest on borrowings from the- Maizmaé Loans Fund - £5 miillion
-3 Includes central government support | 'ﬂ't}l" mmar public seatm borﬁrﬁs,
eg. tocal authority specific grants. Sl ~
Ancides: expanmiure cm State benefits.




: S;:h;éﬁa@féﬁﬁ. : '

Department xYZ
_Balance Sheet

“asat3t March 1999

[31 Maich 1998 - R LA
Eamition SRRRRNTEE B CEwiion £ million
o | FEEDASSETS . oo T
_ Tangibleassets L s 0 5,250
Clpwestments. oo 100
“Long term loaps it sg

Totel FixedAessts . sam

CURRENT ASSETS -~ © . .1 . :

Swcks B 15
:'i}ébﬁ;ses gdua withinr ong year) o 10 7
Short term deposits B 2
Cash at bark and in hand , L e T

. T e
Creditors (due within one year) 0 -1 (250 |

' N.etc.wmmﬁssﬁts. by NS N RS EE 33:{1;59;}; Sl

. TOTAL ASSETS less CURRENT LIABILITIES 5230

. Pepresentedby: - . - |

. Public Dividenid Capital of Trading Funds R
" Long term hafrowing fram National Loans Fund by Trading Funds : 500

© Provisions : R SR “55 '
. cRevalualion Reserve. L.l T ol s
CoGeseralFund b0 T 4,150

TOTAL CAPITALEMPLOYED =~ 5288




Department XYZ
Cash Flow S:tatemen'{

- dor year. er;:zé!aiﬂr 31 March’ 1’@&@

Pm}r yeaw when awvmfabfe

CHWREM“{ EXIF’-E N@ﬁ?ﬁ%ﬁ

 Schedule €

¢ raillion

£ i ¢ million
: ENQ’@" OPEQAFHIN@‘C@STS &mm Sﬁhedw@ Ai{““—wwh- 3 955,.
: Amt ﬁar ﬁagmaﬂ grams - SEE balaw {5&&} e
‘CURRENT HE,SOURCES . 55fio Schedule |
ﬁa}ust mr maxxam&m’s I:T) Warkmg capmi mne: Srha:n c:ash ; 23 i -
';Ad;uaf mmon~cash #ansanfsans e _
Depresiation {8503
b ‘ Camﬁa\ | ehigge: for umemmvera@ed capital. . {3@0} _ E
i NET QA&H OUTFLOWS FOR c:uﬂasm Ex?mm?uaa 2325
3AP3TAL ﬁXF’E’NBKURE
| Addntw&s 800 ;
Dtsposaks (2‘3@3 S
Ca!pzaba: gaams & SQ{) : =
ET CASH QUTFLQWS F&R CAPETAL EXP‘E’NIB[TUHE 200 |
NET CASH OUTFLOWS oams
 FINAMGING fnote 13 |
“Monies authorised by Péﬁ(;lﬁamsem_ | - 3,215
“Mational Loans Fund _ s
'_E,..Qans‘ to offuar 'g}mbi@c secmr bodies oy o :
. NET CASH INFLOW FROM FINANCING S s
 DECREASE IN GASH AND GASH EQUWALENTS s
o 325
rime 1

Cemralx gﬁwmmgm direct sp:a:mdmg m addition aﬁb&a‘r ;:mbﬁc secm bodx,as raise fmaaca imm othef snu nces waih
prior approval from central government. T . . :

AMNEX B




| Bepartment X‘V‘Z |
~Main Qb;ectwes An‘alys;s

Main Objeciive 1

; E}&r@ci &g&ﬂdsng .

L Analysed By aclivitylongasisationat ey
Uineet suppot i locat Authanties: fnole 1)

mfysaﬂ by type of grant
" Divect smpmﬁ o olinar ‘public bodies ﬁnms 1
' Amiysed by philic By :
S NI e Tma&maimabiemivé 1

" Main Objeciive
= Direet spﬁﬁdmg
Aﬁaﬁysed b y acfm&}fmrgammnmai wmit
Diract s,«uga;@w& tertocal amhxorm:e gme %} :
Anslyspd by G}fpe of gram
Dizect supportto other public bodses (m&e 1)
Am;}zsgd by public b y '

" Totet main objsctive 2

Dsfﬁm 5gzaandmgl L : S :
- Anabsed by an@mlyz’argamsaﬁwml @m{ :
- Direct suppat to local a&gfhﬁmae& Qmia 1}

Amaiysed by f}g}e af gram el
 Direct suppont 1o other publicbodies thete 1)
B - Analgsed by public body
b S Tokal main objective 3
- Oblectived
* Direct shending:

) Analysed by afzzmtyfmgamsa!mm&‘ it
Direct support 16 local authorities: {emmg 1) '
. Mﬁ!ysgd by typeof gt
szem supmmft tor other pulle &:mi!@s fmxte ‘r}.
.éﬁnai}ss&ﬁ By @uizzim bm@y

< Total main objective 4

TOTAL ALL #MAIN OBJECTIVES

fgley

ted Tor e state

Schedule D = .

. iirest ; ’ eapntaz IR
B ;e e Smbo
Em:ﬁm : ) JE Nt G imém

2005, 00

S 850 200

O 100

s o

: 2485 "Q;M“M%, fmmr%eﬁuﬁviib}"b

'» ekl . " w.': L

ERE B Th&ﬁm@%&'e 2] 8;“:@0?&& frams wod athbriwmdng; ypath

e hym:hﬁmiw Sundig 1o sigpag ﬁ?&(‘i’%h@ﬂﬁ?f spanding by loesl snthenias ant @E%{ e Bouies (e R aRe b A0TSR IF oL oxasgia e

e alths Fol et payments ol Fiveniss Suppen B i Natenat rons S Rutesto Enghsh leoalaul
<o handeg ool ke detalien unter 3 : g e el a!wm ; B I I :
L i iael it grants BEEERR it :

bes }S%ﬁ




| ‘ | ".'-Sc!_maﬁ
| Department xyz o o
OQutput & Perf@rmance Analysus

_ mry@as* ended 31 March 1999

PlanfTarget . Achleved

- Oudput L ‘Co'st' ﬁu&;&ui . Cost.
: : =L miliion et Emillion

 Main Objective 1
For example: e e _ :
- Toimprove @uae‘sa‘y of A E%Z%i?#bmvemém‘zjas 2_5% fmprovemeni 34
o Todmalt new legistation on B 81December1995 15 15 January 1999 165
U fotestc . Day 25 6oumf?’days . 1_2:5; |
 Todetect and prosecute D' 2000 defections 40 2100 detactions w0
' ' . 190 successfdl - 48 175 successful i

prosecutions . pmseoutmns

M@m Qb;ectwe 2 :
See M Qb;eaf:ve 1 for
_ gxafmpfg of &naflysies

See Main bective 1 for - =

example of analysis:

- See Main Objective 1 for
exampie of analysis




Annex B Accounting Principles and
PO|ICIeS

E:i Th;es Aﬂnex 1@ no& mf;ndedw 1o be fully compjrahen*sw@ or definitive; its

purpose is fo se{ ou«& a dmft outhine of a;ccnummg orinCiples and mnweﬁm@ms;
. “which ﬁ(}reshmiﬂws mare {iatamied guidance which will be published by thﬁ -
o Treasmy anétef aansultaﬂkmn {sae Qhapte,r 2, garagmm 2. 18’} ' e

Accounting Prmmples

B.2. Resource accounting would be based on UK Generally Aﬁcapf&ed
- '&cm:ummg Practice- (UK GAAP}, arkd in particular the accounting and: .
< discloswre reqmramnﬁs of the Cemmnmes Act {1985) and accounting
" standards. These would é:e supg!emmn.t&ci whe e a;pcpramzant& to take account
of the pu&)ﬁac sector context within whmh r@aoume aacma&mg willbe
. .apglucahﬁe : R

Accounting Concepts

&3 UK GAAP is umdemmﬂed by five accounting smcems% all of which wmﬁcﬁ“ :
' ap;a!fy 10 resource acccmﬁmg 'Fheese arer - ‘

' v " jMateriali;ty‘ Sifrict Complis&nm with UK GAAP would not ﬁeceséagriiy
o -aagp%y where the amounts involved are not material o 4 true and-fair
; 'gasresamatam of the: fmaxnma ré&ustnts and po&a'smﬁ Ozf the em:fty

. : ! Gamg concern. Accounts would be prepared cm the ﬁa&m th’ai the
iy annw waﬁ! cantinue 1o operete for the fmesea&bie future.

e b 'Mamnﬁﬁgmm:ua!s, Er_mdm@a .aﬁd'expgndé&uara W@&Il{i: i:xie‘: ma;tched o
©fhe services pzrwtde-dm‘ consurmed iﬁ- the s‘a%me- a.ccmm;ﬁng‘ p&résd...-'

L Qomnmemy Acmwmmg ;}GIEIQY@S wm.a&ti be consk s%ently apps%xsed bmh
- within, ‘and betwesn, eaz;‘h accmzmm pecmedi" Pabmes would x:m&y bé _
(::haﬂged ary the grcus‘acta thait %hea new pmhcy gzws—: a fairer
' prssematmﬁ cf m mama«amm arrnd Q“»? thze fimancial pz}smo«n

P ‘ Pmdenca 'F’r@;}er abhc)wam@ wauk:i be n"‘aaacm f@{ ait knmwh ami
" foreseeable losses and liabilities; income would aw!]y be inchider
. 'w«h@s’e th‘ere is a reasm&b!e ceﬂamty of it ansing.

Accounting Conventlon

B 4 The aemmﬁ»is wouid be pmpasred under tixe hrstmmar!‘ cosh a@cmn&mg
3 mwanttonj ‘modified to mckudze ﬂxefzi assets, an@, wheﬁe mmewai s&oc:ks aﬁ
gw{enz va!'tu»e . " o : : : . s R G




Accruals of Income and Expenditure

Customer income

Employee costs

Supplies and
services

Commitment
accounting

3 iB ﬁ Cmmmw mﬁmmaa n @he ?Qrm o&f sa}es feﬁ‘ﬁ ch:ajrges and reems wmwi*d be

amnued aﬂd amwmed ?{)sr m ihe permd to whlnch it fel&t@ﬁ..

B Fumditng ari*si‘wng A réasu.l?t of tiepanmnxal spem&f;g aﬂk@cs,émns imdeer :
s 1&’;@ anmwaﬁ Public: Expanda&ure Survey round. woulﬁi not be treated as mcamze m

atal am:@ums bult Wil tm c;:edza@led t@ the General Funﬁ

B The full cost of @mpiayees WOUM be chargec} te} f»he amamfﬁs @f ﬁhxe pemd

within: wihich the @rrm%eye&s Work. Materfal amums earmned bu& mn@afd at tthe e
endof a paamsd wiouid be acmzm‘:% i s s

8. 8 The costof sippl ﬂes and sewxms wouid he acarued aénd accounted for in
the pazrlsad durmg which they are cens:umed or receweif M&%ma& SUIS un;zam

catthe. endof a genoad er gmds or services rezcewed onf wmi&s cmm*;)kemeﬁ
‘:mudd be accmmi : i L

B.9. R@muﬁc@ a@cmmg should nm be vzajk\ean ﬁ} smply any paﬁ:cuk&r Wp«e of ;: ;
acccvurtﬁmag systent, em:epa that the system smuld as a mxmmum requirement

. proguce accruals: data. Cﬂmnmm accounimg Syﬁh&mi& which camulre data
~atan earlier 3tage ina %yp;@ali traﬂsacimn than is strictly necessary. for e
: produam:g &mma&s accounts, may be deswab%e to fulfil some deparmems
' “Hinancial managﬁm@m Qbﬁectwes Bu& ﬁor Ofuwr depaﬁmsms %hezr a;dei\;mnaﬂ
. ccmpé@my may not be ;ush&eﬁg e :

Defining the Departmental Boundary

_ B. 1? Yhe d'eﬁmtﬁm ei‘ the d&paf‘;menmz gmuxpf fm' wh\ech consolida ex
_ a@cmmis would be p]repavred accords with the respmmbs&aty of the - :
‘ depaﬁmems principal Accounting Officer. Bodies for which Acmmmg Oﬁamrf;,
‘_resmm;bmw@s Erlech em'rmﬁd sep@rateéy and lie outside the ;mrﬂnm@asali : f

' ;ﬁeccounmg Osfaﬁacer s remmt wou]ld be axchuded from the d_apalrinfsemuaﬂ group o

iﬁ.‘f a Tha amwnts rela:mg o the wm!@ depa-rt:m;ani e é&he “d@panmmtaﬂ

- group a:cc@um@bs’? would Fepresent the t:.ansadﬂdaded atcceums of the centre of _
. that department together with ;ts executive agencies misuciang ?rasdmg Fune%s, g
s Traﬂ&amrsns ba’mmaﬂ thesa: eon&taﬁuent parts of the same c?epaﬂmaﬁiai gmu;:}

would be eﬁmmateci on cons&hdamgn The x:onsoiadated accounts would not

' imx;jude the @p’&f&%i@ﬂs assets and Iztfamlamras of MDPBS ﬂaﬁmna&meﬂ lncﬁusmes 2

“Jocal authorities ‘of olher public bodies asswaatad with, lbut externalto ahe
dapa:r:men;t but-any transactions with suz.:h bodies would be freated as :

ransactions with bhwd ;}a{t s anﬁ cleark y rc#aenuﬂ;eﬁ in the dépanmmta&

aa::ws.mets




aﬂﬁhsugh fh@y m;agf wa vaarym@ emue,nat ber %emawcmd@ de@em!m@ o the
departmeni.

Disbursements

B.12. Gomemmam gr.aims amd other dishursements such as siraxtsa benelits : :
: would be recognised as ;:Lasrt of the cp@rammg cﬂs;ts afihe amaummg p»EE‘:{i:G&i {m)
wtfmch ’ehey reiate e : - '

B. 13. Capmt:alil gna“ms wwkd be expensed wthe mmm@hmﬂmmﬁm Qaf th:e angels
does fod weast inthe depaﬂnwm

Fixed Assets

Recognition B 14. Direct expenditure on the acquisition, ‘creation or-enhancement of fixed
asseia mmﬂ be capitalised on an aceruals basis. Expendituye on the
ac:;gwsxtmn ofa tanglb & asset, or expenditure which adds to, and not meﬁeky

o mammelns., the vatue of an e,x,rsmg asset, would be capumaléased and Cis&S&ifﬁeﬁf
s afixed asset, provided that the fixed asset yields benefits to the boﬂgf am%
‘ 'me services i provides for a spemmcé of more than one ye»atr :

31 5. -Q&p:%t:aﬂsiﬁex:f expenditure wﬁm{gﬁ-zﬁmﬂmﬂe emg:)eﬁdmtm am}
e amuési&éb?ﬁ., fez:iramastinn; enhancement or @m out-of lm:d:;

* .az:quass’im Canstiuctsmn pwrepwaﬁwa enha!ncammi ar reg@ia&seﬂmgm& mﬁ .
bwldmgs and es&her structures; and -

e éﬁ(@ﬂ&lﬁmﬁ unsﬁah!ahmn or seplacement of mwalhke or immovable pdam
o mmh@n@ry, apparamus vamc es and 'wa&seis '

B 16 In ré"zss context, anihaanaemem means rhe cawymg ok @f m’m mm aweﬁ
. mgndec:i 1o i : : ' :

e i:engatihén sﬂhs#awﬁai!yﬁﬁe é.x?sea.fmél Jife of the asset; or -
® mcrease subatansmaﬁ th:va apem marke}t waiiue oﬁ the asseur @‘f
. i\acrease subsﬁamiah 31 the eﬁiﬂm to \mhvish the: asset can orwill be used

for the purpf}ses mf orin ﬁmwnmmn) wﬂh dhe ﬁusm;u{ms @f ts%rﬁ bgdy
' 'ce;;m;@medﬂ . : . S U L

B.17. 'Ulnxftézr this ;:;mi:ismi@?ﬁn;_impganweemsram;waks and structural repaiss would be
~ capitalised, whereas ordinary jobbing roaintenance to buildings, inchuding
" painting and decorating would not be cluded.




Measurement

Revaluations

Military assets

Infrastructure assets

Heritage assets

: &&a&ue {see paraagﬂmgh B ‘?9} m some cases;

3 B 1&. A«s&ets achumrsed mdezr fmame Eeases would be {:amiaéhmd an::i zm’tm:fed

togem%aew Wil & l\ea:bséﬁty to. ga*y fumze rentads.

i B 18, Whe‘re a imcﬂ::i assat is aga&,ﬂreﬁ for Qmer than a cash consideration or

where payment’ ns deferred, the assel would be reacogmsed ang s;nmmm in the' : ‘
balance sheet at “fair value” {mmi value of an equ;vamm a;ssgt s émqueﬂﬂy N
5&5{5&{1 asa gmd appmxwatmﬂ) » s

B :»:mz Fixed assets waiwl be mc!xudsed 5} Lhe accemms a;t fxﬁ\?ﬁﬁ’ z:saiirue fo fhie:

busimess by refierence tno current casxs

B2t Fixed a*’ss&i%vadlues \M}m&d be reviewed almuaaﬂ'éz mx}‘ adjusted if o
ﬁm@cassaw Rmf@ssmna@ vamuamﬁs of - am‘ and ;@m@eﬁy would be carsied aut
at keaﬁ;t OnCe vy fw:e yeam {,

B 22 At masem all mu&:talry asszea%s {ie weapom, Facniticns msuppmn

infrastruckure) are alass;fa:ed as current axpendnuire i the national a&catmfs
i 1995-96 the Gemeraé S@a@«ashma@ Office will adnpi the new Umad it mvs

c%assmx:azrm which reqa,.an{es assals with a d‘uaaE msxia&taxrymmmaaﬂ use (ag same

mmraﬁ and-hospitals) to.be recorded as capital e:xpmm‘nkume in the natiomal
accounts. But fhis distingtion waudﬂ be of r»@&az’weéy littte velue for dﬁfem;e -

RanaAge!

e & ;a:ulrmses

1B.23 Information o the capital value of dial use assets wilthave tobe
: prwxded invorder o meet nmmnaﬂ acmumﬁng requirements. Bﬂwt an aa&ttema&w@ :

BeCOURNgG fﬁrealﬁmeni for exampie amore cemprehens e pﬂdﬁﬁy of c:apentaé&s;\ﬂg“ :
weapons and support mftasstrucbuw mc;ghﬁ better match the management and o

" reporting needs of the Mmgs!ry &f Qﬂﬁ@m@ This wﬂl be addiregseﬁ ivthe
canswfmm pmm :

B. 2@"-?&&:3@ assets »:xcmr mainty i the road and rail networks. Railways and

minor roads are optside the scope of resource a.ccounrts but i‘aruwnxk maeds anci B

- imom:ways awe the m«s@cmm ity of cemitmé gnvemmerﬁt

B.26 @Jﬁ!‘@ wsmb*a a@eomﬁmg ma@mena W@u&sﬂ* i:ze ol calgmta iso imnk toads:
s motorways. The palicy mngm differentiate betwesan remwamﬁ assets. (ag

' fthe road surface) and bhﬁse which once acquared will not inwolve farther mpaﬁaﬁ

expenditure (eg site parepfarraszaon} Work s in progressilo dawe!aop &t
comprehensive set of accoumimg ;:sﬂhckes for m&ras@rwcmm assets, and tm's

w@(k will e conchuded as part of the consuitation prgpg@s,.

~ B.26 Herilage assets are those assets which are intended to he presersed for
future generations because 0? fheir cultaral, environmental or historical
assoviations. This definition: ;::atemmlly covers a range of assets from hmmc
flamlﬁmgs to w:srks of art. The principles on which: hse‘n&age assets are t@ b@
walued pose some difficult questions. Modified historic costis notan

: a@propmaae awpproaﬁ:h wthe vaéuaiﬁson An altmmtwe basis cczw&d be “%amr
wheme the asset is unigue, this




: fr_*ﬁi@hrs:be impossible to establish. However, to the extant that the asset has an
ancillary functional pUrpose (e-g where a historic building is used for offices)
- valuation ngm be more straightforward. But there is also the question of
whether a ;&usrely nominal wa!ue {ie close to zero) would i}e mom saasanab,!e
= dor exampie where thare waa i ;}msmct of replaceteant with a similar ass@t '
‘should the Grrgma% asset be da&trayﬁd or where there is nio mﬁ@mﬁafﬂ eve»r to
- dispose. of the asset, Where the pasmbxlmty of disposal arises, however,
- estimated market value would be appmsprsate Specific a;:cowxiang p{EﬁfCIBS ﬁ@ir
: heratagﬁ assets will be formulated to deal weithy each c:mf these mrcumsiam:e&

Depreciation

B.27. Provision for é:!aéérééiaﬁbn would be made by allocating the value of | .
: assels, less any estimated rasmi;uaﬁ amtms as tamrhy as ;mss;ab&e tothe
- periods @xpeaﬁed to beneiit %mm their use. :

=B 28 "‘f’hé asefuﬂ fves «:}f a&s@is would be e&témated on & realistic basis and

. only rewged whare wstﬁﬁtﬁd i tha fight of further experience. More specific
gufdafnce on a&set iavses is gweﬂ n ‘*Accaummg ior Capital Assets: A Working
Draft of Gwdame" issuef} by the Treasury ol Fe!amal;y 1992, F:reahmed tasnd
wmxie# noi be dep;ecs&%ed g SRR ’

Leases

Finance leases  B.29. A finance tease would be recorded in the balance sheet of the lessee as
~anasset and as an obbugatsan o pay future rentals. The fentals paid would e
* apportioned between the finance charge (charged fo the operating acmum)
- and a feduction of fhe. cmtstandmg obigation. The leased asset would be
_ dﬁprematse(i wnth the - depra{:aastwn cttarge !\ﬂcl’udﬁd i the Q;}erafcmg accomt

Operating leases B, 33 D;}eratmg lease paymanm woilla be ax:p@ﬂsefd as %hev ar#se
Cost of Capltal

; ,B 31 As ex;:v%aurzad i Ch@;}irer 2. paragraphs 2,,14 10 2,15, capstal cbawg»s.ng o
; ;were o be more wadesy adopted in gwem*mnﬂ one of various possible '_ .
nmdeis rmght be apprc:pnata Fm i ushramwe pw;}oses the aacoou\nftmg tarmaés o
' ,shawn gl Anaax A mglude a8 m&mnasz charge ia}r capsiai emiwed @aaezi an

' ?umremunerated caapztai amp!&yed cmsiy, el @xcbud!mg ba&rﬁow:‘ng fmm the e
: Natsiona:! Laans Fund and Pumc EJN dﬁﬁd Capital.

Pension Costs of Government Employees

“ O B.32, Deparﬁm;en%s make payments to the Gupe:ra@mﬂa@ian Vote achmiristered
by the Treasury in respect of the governiment's liability under the Principal Civil




Sew;ce Eﬁ:&ﬁs;m Schmm (PCSPS): {Aﬁcrum Sup@ramnwat«m Lmsb li%:iy
Cmﬁra&mmrﬁ) Such contributions wmnk} ba aucmumed for iay de;}anﬂmerr&s as
lhay t:semma lﬁMIE %@fr paymaﬂt ' :

B 33, Puwhm ctmsldﬁraiqon will be gw&n i:«:) %E‘se aemuntﬁﬂg raa:maremams Qi t»he
i Gmw«e:mmﬁnt s various occupational pension sch&me& namely the PC;’S»P‘S
aa“meci f@lrces i@a@herg and the Nahonai Heahth Sewme sc:hemas

Stocks

B.34. Stocks would noimally be included in the balance sheet atthe fower of &
cost and net realisable value. Where however, stocks represent a significant

 jproportion of & depaﬂment’s {or an agency’s) t@ta! assets and were malerially
affected |by changing perwes they would he recmdﬁd at tthe %ower of thezzr : *
erurEnt re,piammmt cost and the mc\werab!e a;mcmm :

Foreign Exchange

- B:35. income and-expenditure arising from a transaction denominated ina

fmmgvn cuz‘rency would be transiated into £ sterling at the “exchange | rate in 5
operation on the da%e on W?’I’Ich the transaetion ocourred; if fhe rates do’ Aot
fluctuate szfgm‘manﬁy, an avexage tate fm‘ a paried may be used as an
:@pprﬂxma&mﬂ Where %he transam.emz is to be settiec# ata mrmactﬁed rar!e ihat‘
rate wwid be used. i

B.36 At »eagh ba&ame Vshei‘aﬂ.t‘ date, monetary assets and liabilities denominated -
in-a foreign currency would be translated by sing the closing rate o, where

' appropriate, the rates of exchaange f&sxe;d i.mder thﬁ terms af the raizwam
fransactions. ‘ : o REEIE R AN e :

' B 3? Exch"anege differences arising from hha ab{we w&uw be mmded a~s gﬂﬁ .
fo the ope'rax%mg c:osts fﬁl’ the year. a

Post Balance Sheet Events

B.38 Wmﬁé; az:;gameemli ;mst -iz»:a%asncle sheet w_em -mm:s wm:c:n e

* wpmw:ises aﬂda’seaﬂ&i @wdwca re!aﬁmg tc c&nﬁr&%&cms exlsjtmg a& bhe
t:aasmce sheea! e:iatre, : :

= indicates thaz appémamm of the going :cancem come;::.t t@ a maamna@t palrt |
of zehe chy fis nm awpprapnat@

changes would be mﬁi@ i tshe a&m@ums t@ iae tm% u;ded in bhe Stamem ef
Acz:m:ms : ‘ : ' '

B39 Thﬁ oacsua‘ran@e of a maienai post balance sheei event r&iat@ng 0
:caandamﬁzs m;m did: nm exist.at the ba!me shest: date would be d:sclosez:%
The disclosure would state the n:atvum af the event and, where possziade an
estlma‘&e mf it‘S ﬁna‘nma eﬁects ' : :




Provisions

Bad and
doubtful debts

VAT

EC Funding

- B.40. Proper provisions would be required for any habilities or losses I:ik@a%y {mt;
- _certain) Yo be incurred, where there is uncertainty as to the amounts.or the: =
- dates an whmh they nght arise. Provisions, or changes in provisions, woeuid
. e charg,ee:f o the .opa.na%mg cost a@cﬁm riekated amaﬁmme wcudd he
, ,:«chairgari diwm:ﬁ by a@amsx the pm’sﬂm@n : S E :

B.471. Prowmon wcxu}d be made against cieb;ts kmﬁ t@ b& umm)ﬁmta@&e amif '

' _- those mged to be Gtgumful -

B.42. Expenditure, income anﬁ aswz m&ues wcm&iﬁ be stated excﬁuswe of VAT, :

it ex:cespé fm mecwwabie VAT on exp@admu&e aﬂd assel pwmhaeea

B. aa, The flf'flt amount of VAT cw.eci 0 o E}y Cusmnas and Eﬁm&e Wuukd be

inchuded in the ﬁepaﬁmsma& balance sh@ﬁt under working capital.

8. 44, Depammﬁnaﬁ would recognise EC mcaasp%s asa source of %amdmg in theit
re80UICe acccmrn:ts and woudd be rwumree:i o acc@unﬁ for Feéaire\:i axpenmmum

ona basvs conss&stenﬂ with hmdmg authm’ssed t}v Parﬁamm{

: B @5 Further conslderatson ‘mu be gw&n o the mwp&zcaﬁams itaar resouwce
. “accounting of the net UK contribuion to-the EC and of the roles of Treasury
and Paymaster General acting as agent and bamker resme&waby for the -
: fpaymeni am racmm of shase ED iums e -



Annex C

Executive agencies
and Trading Funds

The National
Health Service (NHS)

The Development of Accruals
Accoun’ung in the Public Sector

E ;CA This Armex pmwdas a hrx@ﬁ‘ ﬁw'sw«@w o=f the i@ggstsaﬁ:on mnﬂew xm;.ch :
- accruals aﬂwwn&mg has begn mtmz:ﬁuceﬁ in the ﬁaini@wmg mrts {'ﬁf tih:e ;Jub:%m

“SE:O?{CM[

= Execufive agencies and Trading Funds;

e j”fiﬁag%&ﬁ@miz Hesith Eﬁrﬁ:{:@;-

e Nzarmmamed industries and public cmpmazﬁmﬁ; :

o Norsdepanimental public bodies, and
e H&ﬁééﬁ%aw!ﬁhmiﬁéasﬁ ‘

€2 ﬁapaﬁ from local amhontre& accmts of mvast badmes c&mp!y wmt»h UlK

: AGAA? 1oithe exient that this is appmpnaie

' C 3. "E’he Eféawmy Urmrt £ rezpm’t “1mpmmmg Mwmgemant in {:‘awwmm@m The
- Next ;‘Ss%eps" (1988} remmmmded that the execulive functions of dapartm@mts
 should be undertaken by executive agencies. These would be ﬁumie(} either
- fhrough the Vote sinrusiure e, Supply-financed; or 2hmugh separate mnds s
-~ outside !ihe normad Parlwaammtasfy Swml\y e "%'ramrag Funds. - o e

C4. Supplymﬁunanﬁeﬁ a;gem;es are seﬁ up asa resu%’i of amn"ase.mmrartiw écﬁbr‘i., .
Trading: Funds are estatbizshezi md@r the Government demg Funds Aot

: ’?973 as amwded by-the Gsnvemmana Tramng ﬁrct ?%ﬁ

: ii 5. The ‘I’reas uzry has pews to dmrec:i the accounts 0§ both S,uppky«émasmed

agencies and Tra,etiwmg Funds, respecwety under the: Emheqmew and Audit:

- Departments Act 1921 and the Government. Trading Funds Act 1973,

- Accounis direclions are vssued i} Su:pply imﬁmeﬂ agemtss in respgsz of their
- second year of o;:era&zon e’ they do not pmduce audited acmunlts for their first
- yeai, The accounts direstion for a Trading Fund comes inko force for its first

year of ap%a:aaﬁm A smalt nimber of Supp;ly financed agenmes have adapxed '

an accwnts format wmch was aapgroued by the: Trea%wy hut which does not
:;can{mm i some: respects wath the requirements of the Camgaames Ac‘t aas’aad
amcmmng sx&ndairrds

C.6. The ;:}resem structire of rhe NHS i embado ed in refmms inoduiced by
fhe 1990 NHS and Community Care Act. In essence, art interral miarket. waa
created within e NHS in which ihe responsibility for purchasing, or =

: _cammsssmmngh ‘h aasiﬁh car;e sarvu*;es i*tas be*an separaﬁad from twhe




Nationalised
industries and
public corporations

Non-departmental
public bodies
{(NDPBs)

: reamﬁsmmty ?crnr psmédmg ih&m Or‘z tehe ctemami s:de f:sa‘ thus mafr%r:et are m

: Suppiyuﬂf zwawnz:ed heaith authmﬁrsea famﬂy ha&%%h Semscea authorities and GP
fFu:ncihaideazs On the supply side, t:he key (;hange has been the establishment

of NHS “%"rus&s as providers. They are c;%assa%ted as puwb}&c cmrpm:a&ms anc aner

,I:dsremﬁy msg}msm%e to the Secretary of State for Heafth, Trusts: generate their

-~ income by way- of contracts with the: District H&aﬁ‘eh Authorities and (%P
‘Fu;nﬁm!deérs : : .

T Acmwms ave pxrepasre{:i amfes’ théa aumenw of e NHS M ﬁ}?? in the
ccase of Eng!faﬂd ant:é Wales and the NHS (Scmifm} ?\m 1978 for Sccﬁamﬁ

C.8. In aa@h of England, *Scoﬂaxnd and Wales the reasewam Semetary of S&a

- with. Treasusy approval, r.ssuas accounts directions for individual Fealth bqlds@f&g :
- The Treasury issues accounts dirgctions for summatised nafional accounts for

e NHS Tsuﬁié; ' ‘

' - F}agéana% am:i_DEs,t:fi,c:t Haaéith Authonities:

e

Spemai Heealxth Au!;hccm»es and

*

Fa‘mﬁy H&a £y Sew ce Au:bhm&aﬁa%

' {: 4. Most ﬂatuona&tsed mdustrses and pumle carmratmns ake mmrpma&ed
: unda:r spamﬁzc Af::t of P‘ar!&a:m.em The retevant legistation will specify that the:

accounts are to be drawn up in a form directed by the Secretary of State of th@ ;o

8 fspaﬂsar depariment, with the approval of the Treas.uzﬁgg‘ Ofther rmaiamah;mdw
~industries a_afe irn;corpara;bed undesr the GampamiﬂﬁAéi, and are therelore .
' ﬁxpac&ed to chserve the normal accounts requirements of that Act.

CAOn ;mrae:iet:a this means thai all natrizsﬁ'atssed inclustries pmduce ammmts '

Jin accordame with best ccmmemfaé gractme (UK GAAP): some are required fo

“do 80 thmugh the aecmiﬁ (tig;ez::mm mhers do 50 h&came the Gamg}ames
Acts require it. ‘ :

C.11. An NDPE is de;fgnad afs “a bady whmh has a re:iaar e ivhse m@a@&sa& @f
. natioral gmmmmem Dt § is not a government daparﬁmn& or part of one”. The

- various types 0»! NDP“B‘S are explained in "?ublm Bodies” published by HMSO.

' Most executive NDPBs have been established By specific legistation, although -
~afew have been set up by means of & Royal Charter, and all will be subject to.
- accounts direction by their sponsor depariments. Some NDPBs are limited

~companies established under the Companies Act and will produce accounts in
; “accordance with best commercial practice and company law. Advisary bodies




Local authorities

and tobomals are mrma&ﬁ«y a;cceuwted ﬁor in thez;r spensm dapsaa;‘tmem s f :

. Agpswg;yrmx@n Accounts,

;1:“1 2. The: Jamammb 'rs*porbmg requirerents for | le::ca*i autthi@aes in Ggeat Bntatm
are set out in a Code of Practice dated Sep&emb@r 1993 compiled by ifma

Certified Iﬂsiaw@e of Pﬂbﬁc Finance Accounts (CIPFA)L.ocal Authority

& (Scotland) Accounits Advisory szmmee {LASMC) Joint Committes in
= accondance with: thve Agmun&mg Standard Board's rutes for the de%!fepmffmst {3?
Statements of Recommended Accaumng Practice (SORPs). The Code

specifies the principles and practices of accounting required 1o prepare a
staterent of aceounts which “presents tairly” the financial positionand ~~ ©

“wransactions of a local aumomy Authorities which will he sub;ecz to

reorgamisation in the pam}d upto 1 Apr:i! ?998 are not subject fo ﬁhese‘ 2T

i raquafemem&

13 The Cade accards ity t»ha statu&my ia‘axmwmk estams;hed frﬁl‘ Engiash
and Welsh anuiuhvo;rntses by ihe Accounts am:i Auada: R@Msms 19&3 {as

? ggafmemeﬁ; and fhe Leca! Govemmant and Hnus;\ng Act 1989 In Scsiézmd the
: &ta&um :ﬁramwmmk is e:s;%absirtshed by e sanaI Auth&nty Acsounts (Sc;at and)
Hegma’mons 3966 -

G4, T#ae Code is based on the. acc&mtmg stam#ards adopted asnx:i t:&gued by
‘the Accounting Standards Board except where these conflict with spemaﬁ:c S
. statmmzry accounting, requzrements for local authorities. By statute the .
- statement of accounts is required to “;:Jraseni faerly" e fmnanclat Q&sxatmn and

outturn for a fmanma! year redher than giving “a frus and fanr view” as. raq,mireci

‘ by ﬁhe !egzséamzan gm/emmg the cmpﬂram 3&@’@{};’

- £.15. The accounts.are prepa;red in acmz'dame wnth irhze msﬁermat ca&’t
_ .a{:c:oumtmg conventions, mmdn?aad by the revaluation of caﬂaﬂn categanes of
= fixed assets. !rﬁrastruciur@ assets arnd cmmmnty assets are: ;\ﬂc!auded inthe

balance sheet at historical cost; Qp@f&tfﬁﬂ&l tand and properties and mhe:r P

: operationa a*sse@s at tm ?ower of net current r&glammam cost o net

realisable v,akue 3] amstmg use; and non-operational land and ;)mpemea aﬂd

~other non-operational assets including:investment properties and assets that 5_ _

are smrpi*us o mquasr&menta at he lnwar of net current replacement cost or ﬂei :
realisable value. The requirement for local a&a’éhonines to account for fixed

- assels was: mzmdmed far ﬁm:am:?anl yeafs z:cmmem:mg on am aﬁm’ 4 A»pr
?994‘ ol S

.16 The simum?y audxt f:;f the accounets is ;:xmmdad i@x in tbe Lacai!*
- Govesnment Finance Act 1982 for England and Wales, and in- the Laca&
: Gmemmmt (Sccx%anntf} Aci ‘3973 for the Scottish aswthont ies.

ANNEX C




Annex D

Public Expenditure Planning and
Control

b This Annax dasenbas the existing public exgemistwe ;Jlam”mg and
' : control syatems,, i}oth adm:vnu:stszaéwe and. Panrhamentary The two systecms zfra
' lﬁ%i‘»‘{dapeiﬁdﬁm and their mﬁaaﬂa:cmn iﬁ sémwrr in Fagum 4 ' :

Admlnlstratlve Systems

Composition of
Control Total

Survey procedures

B2 The Treasuary mnducts an amual review: sz pubbzc expenmmfe m
- Public Exp@ndxstu;re Suwey (PES} ‘The measure of expenditure used covers

cenbral and focal govermment spzmdsang (:m%udang central g gnw@men«t suppert

P for public corporations) alnd i known as General Govenrment Exp@ndmtuse
- (GGE) am&udmg p.rwaissaﬁeon ;Jm&eeds

D.3. Tha..admmxstfawe-_pmce;d;mms e

' 'adu;:s.:t an &x:pe!‘icitlfy *m‘»dﬂwn‘ approach;

U

- * focus on §he Ccmimé Tﬁiﬂl whlﬁh m’smdes ayclmaiﬁy reiaitad e:kemeﬁ@s of
- social mcumy arnd dabt interest, but inchides Local ﬁmmmy Sel--
- F;mnced Expanﬁiﬁura {’LAS»FE)

e -~ deliver ihe mzendad maxmum raie of gmwth in- publm speradmg over.
- time by setting a firm ceiling on growth in the Control Total (white
- aliowing the cyelical elements outside this total to vary with the cycle);
@ng T o

B o review the ah}oca;twa of resources wﬁﬁm i%m aga’eerzﬁ eeaégng i«m‘ th&a& -

- C{}mmi T&mi

D.4. The Control Total covers about 85 per cent of GGE. I addition to most
. departmental spending programmes, it inchudes LASFE, and a Reserve o~
provide a margin for uncertainties and fulure additions o deparimental
- spending. It excludes privatisation proceeds, social security spending directly
~related to unemploymem central gememmem debt interest and certain
- agcoounting adjustmants raqux:red fo reflect the 1&3&533 of rﬂea»suramm ada@ted
Cinthe namonai accounts.

CpsT he pu r;mse of the Survey is to review the allocation :baétwm
: -psagmmmes within the cellings agmed in advance: by the Eabmem

: fﬁﬁ The Chmcauor s Euzigei Statement 1o Par&raammf unz;!ud@s apendmg
propasa&s for the next three years analysed by departmental grouping. The
1993 budget made a dlﬁbmcimn i g,wgmmemfs accounts hetween cunrent and
_ capital tramacmm S




~ Figure 4

PUBLIC EXPENDITURE PLANNING

AND CONTROL

Processes and flows for one year's spending
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Cash limits

Parliamentary
systems

D.7. Further deatalés of ﬁhe public exp%ﬁsm:ve p«lrans ause puém!gshed ry

D@@aﬁmﬁﬁ&&l Heports and a Stalistical &a@piemem tor the Budget as aa'ﬂy as

j "gmssahle in the niew 2 y0ar,

D8 'Cash éliméts pm‘vide an administrative control over central goverament's .

cash wpendxstwe The Treasury, assmted by the Pa}amastm Gaﬁes'av!’s Oﬁwe

- profiles, manitors, forecasts, and analyses spend ing iy aggregate amd agﬁamsf :
_departmemat votes. - :

D. 9 Maafa Supply Estmr:nates am ﬂmmal!-l‘y pr%emﬁd o Paraxamm inMarch.
- Ti’re»y seek Parliamentary authorisation for spending for the year ahead. Qne or
- more Estimates are presented for each government department. The«y a“xgylam
in some dmaﬁ th:e spene:ﬁmg for whrch a@prova! s being sozugm ERNN Y

-: D10, Thz-:» cwarage of Su@galy Esatima;teﬁ anct fhe'Conferoi 'Ema; w’eﬂm;
: there are sxgntéicaﬁi dmemrmes The re%a;&:nnsmp m seat o&;& in; FLgtusre &

s 11 F’a;raamem 8 z:m&zderaimn of E&dﬁmaﬂ@s fmﬂlx}wa six stages:

e the Gewmnenét requests cart@m ﬁund&w '
« informmation is provided abaut what the mcmy' il be spent on and who -
o :wa!i be respon‘slb o for efnswmg it il be spem prape:rby o support each
.fequeah o o :

; ' - Pa}rﬁatmﬁm cor;szﬂers hhesa fﬁ@u@&’ﬁa lEﬂVBSMQM:&Q arn{i de:txar&es some m‘

e Parliament vams n famm an At IS passeci &@ make the. cash

o V'aw&dabia, ~

e enhance its ccmt-ro! P*arésaﬂmem gwes kegzs!alt:w force to she Ambits
- {see parargrafph 0. 15) of Estma&es wmch 3531@0;;?;! the ;mrposas ﬁm
wmch the mmey can be: spem& and R .

o - after ax;:rmtura f‘ras been meme&, it is amaamm for amd aud:amai b»y o
- the Complroller and mrduko:r G@‘nemz who # rep{x{is o P“arlmmesm s:m the
H ndmgs - :

D.12. Consolidated E:uﬁd Acts fmd fhe anmai Appmpﬂatton Acti gwe
jF’arisamers%awy authﬂﬂty fo.r SUMS r&q&m&te{i in Estimates irﬁ be issued from m: :

Consolidated Fund. The Appropriation Act also iwmm ﬁ?aa way in wehich: this

money can be spent by prescribing how.the overall sum is to be a;;zprqprtamd
Tt ;}a'mcutar Est@mams in order o %mme &pecifmeci serwcﬁs

'DJ&. Suppiamen«taw Suapplgfﬁsﬁéma@asj, whemnecegsary;. arenormally
. presented in June (Summer), November (Winter) and February (Spring).~~

ANN“J( D :
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: D M. he Cﬂﬂtmgaacaes Ftieh caga J:ae lﬂﬁ'ﬁdi m imaﬂce umgent esc;azeﬂm@mme Em
; am:mpamsm of Paaﬁl‘:amanm @r@waﬂ!a@fs Efsﬁ;amaﬁes,, '

Format of Estimates :{Mfﬁ Eam Es%amaaire @@r V@k&} Is ima standard mmm 'F’m’i i mmmm&
e iﬁm:m@wﬁm&m sought;

- = adescription of the semvices fimanced oy the Estimate, known as ils
P, aumgl

« the department or personi(s) wihe with account for it. The met prevision
. and Ambit are seproduced in the Appropriation Act, together with a total
Higuire: for approprations: i aid - that is, receipts which Parliament
amfhorises o beused o fnmzan‘ce some or allof izhae eSS expendilune o
- the Estimate - included in Part i of the 'E&’ﬁxsmam Tﬁg@ﬁw %?‘ra«&*@
e i",;mmwde the s&atuﬁmy auﬁh@rsty o @xpeﬂdmusrﬁ

D.16. Pzarn !J aﬁso gwes & breaxkﬁown of zm gmss alﬂﬁi mm m@wamn wax@fai imy }
spgndmg sector, fun{;tsonal category and subhse;adf

B.47. Pant Wl gives ciemm of expected mcmmﬁ mmmz e empendmm onihe
Eﬁtma;t@wl@u& wihich are to be paid into the Cma@;la daded Fund ,an ot
. ,appmpm«achﬁ (3 au:i '

' D 18; Tahles s*immng deiaﬁs of experrdmtum Ol ma;m% %&n@-ﬁl@m f@m;a@is ame
‘appended fio those Eshmatas whmh cordam sﬁgmﬂcam amm@mﬁﬁs, @i casgmtaﬁ
expem:ﬁaw&e

- D18, Where appropriate, the imfréd&cﬁ@ﬁy,mfa te the Estimate identifies all
' @met&tﬁammag sontingent liabilities, whether St@%uivw O e sﬁat@mlfy whers any
cost would be met ﬁmm ihe E&!mm«a&e

Cash limits el
and Estimates zﬁ 2& Eam Esnﬁfmad:e is mther subjeat toa c:as“hw Emt or m,t ihaic C&@I’r‘?l il i
, a@phes, e Gscvemmani is stating i its intention o avoid, i pﬂssm‘%em secking
- any &app,tammtary provision even if there-are-unexpected influences on
expenditure, by recrdering priorities or taking offsetting action so thak: the cash

. linmit is not exceeded. Cash liemits: i increase the: aibility of the Govenmment o

- Iicld to its plans and prewde a Qk@’aﬁ' amcemimz(@aﬁfmmw maamgemm v
R{";Ostcgn’ﬁﬁm ) AL

- b.2% Cash hmsts ae emt intended 1o be ﬁh‘an@;ed ot they ;fmg; b@ xn@n@a&mﬁ

' 'io; ewamp;e wnd&r eid- year ﬁlemt@.mw schemes for capital expenditure-and for
rinning costs. Cash Vit increases: require the specific approval of the
Treasury and are notified to Parliament, uswally in a writien amswes 10 a
?"aw%mm@rﬁaw Quﬁsmm Such an (e,nmmmam is mi itself ﬁé}@s means ef
seeking Pariament's a,pipmwa@il for an merease s S;u,@z@;i' provisiion.

Padiamentary authority can only be given via a Supplementary Estimate,




Accounts and Audit &22 &tg;amly Ests;ﬁm.aases afe basaed (Iﬂ a caﬁh a{:cmunbmg systam for - payments
and receipts. After the end of the imamcat year an f«\pwopﬂammn Acwum B ';
- mepaweﬁ« for each ﬁawmate wihich, after certification by the Comptrofier a&nd
Auditor Genmaﬁ' as la:d before tha Haause of: Commcns inthe f@liowmg
At S :




Annex E Departments and their Executive
Agencies

g Tms Annex lists depanmenats and their faspectwe amcutwe a@enm& Aparrt
' .]?mm tho&e which are executive agancxaa in their own right, departments wotld
“be reqwred t%o pri}duca mnsamltad acmums basﬁd on these greupmgs

: %‘tﬁ%@s E L . i
Ly Depaﬁments whmh are a}sm executive axgemres L
: {2y F*mapecuve candidates for executive agency s&atus L

43 "i’radmg %ﬁumis

- Agsrié.:wlsmre, Fisshmies and Faéd Mintstry of =
- Agriculiural Development and Advasm:ry Semme -
. Central Sclence Laboramry
- Central Veterinary. Laﬁm:a&ory_ :
. Food Science Laboratory (2)
© National Meat Hyglens Sewmﬁ {2@
Pesticides Satety Dmreciwa&
-‘Vateﬂznéary M&dwm&s Drrecmmam :

{:ammt Of#;celoff.sce af ?ubhm Service mﬁ Science
: _Chesamgtm Compudef Cem{e (3)
Givil-Service Collgae
Ocoupational Health Sewzce , ,
Lo Remw@men»t and Assessmam Services A,gemy
Centrai Qﬁfme of !nferma.tmn {1 )(3} ,
: ',Cemrari Statistiﬁai Gﬂsce {1)
. t;::hatri_w c,amﬁﬁsstinm g
Crown Estate
Crown Office Scoftand =~~~
_Crown Prosecution Service (2) -

. Cﬁuatoms" and Emisé; inc;iu:_deisng «i@sﬁ}xéﬁu&iue Uamt»s '

: Befence, Mrmstry csff
o Asmy Base Repair Organisation
- Army Eng;mmmg Services {2)
o AT Individuat ’f’r&mmg 2)
e Ay iogist&c !xnrfﬂrmataon Syatams {23
- Army Logistics (23 :
Chamzcai aﬂd Bsoiogtcai Daﬁenm Estah&shnment




Defence Accounts Agency :
Detfence Analytical Services Age ne:y
Pefence Aniimat Contre
Defence Central Services (2)
Defence Lands Organisation (2 :
- Defence Operational Anatysis Centre
Dezfeﬂce Paostal and C@umer Services -
Defence Reseamh R,gancy {3) - ‘
Duke of York's Roval- Military Schm w
Hydrographic Office Defence ﬁageﬂw_
- Meteoralogicat Office
o M\aé%ary Survey Direclorate Gen@ra
MNewal Adroraft Rﬁpﬁ&t’ Qrgamsaimn
Naval Suppart (23 -
 Pricing and Quality Service (2)
e Queen Victoria School ' '
I BAE Suppmt Cz}mam Maun@ename Gmup Defeﬂca Agﬁracy
RAF Training Group Dea‘er;ce Agency
BN, A{my RAF Medma! Seﬁwces 2
RN, }%rmy BAF Pay alnci P@rsomne! {2)
RN, Ay, RAF Recruiting 2y ‘
RN Training (2?
- Bewvice Gmlmen 5 Schw (Nmih West Eumpe}

“Education; fctemr%mm'mr o
.. Teachers Pensions Agency

iEisecr;vrifmiQt-y Bﬁg@iﬂ&ﬁﬁ&ﬂéﬁﬁe‘ e

‘Emaplaymem Ee;}aﬁmem{ ﬁmup
E\m@ﬂnym&:fm Sxemca Ag:er’acy

Efmwrme:n-t 'De-panment 05 :

Bauzld;m.g Research- Establishment:
The Buying Agency (3) e

Fuels Supplies Branch {2“))

Planning inspectorate

“Puoperty Hotdings (2) :

Queen Elizabeth i Qanfereme Cemre '

Sez:uwﬁy Famd:;ﬁaes Executive: ‘

’Expm"t Credits Guawanﬁe& erartmem

*Famf ”’{rad\mg, szﬁce cﬁ‘ ‘

_ F’Gﬁ!’*&ﬁgm and Camsmanweaaiih Qfﬁme
L W%&Iﬁm P’ark Coﬂfemme Cenlt@e




:Feres#!ffy :Gamﬁasissinm
: ﬁas Stwpp%y; Tfice of |
: V.Genera! Begwifsqte:r {)ﬁic:e m: ﬁcnaslamd
: f@wemm&n& Acmaery’s Qeg&rtm:eni
| \Gwe:rmmém H:Qspistaﬁ«ty Fund
' :Heam@ Department of
1 Medicines Control ﬁngency {3}
. NHS Estates :
" NHS Pensions Agency ,
o Medical Devices E}ﬁrecﬁc}ra%e
- Youth Treatment Service ‘(;2} ,
He"me Office
Fire Service Coll :egte {3)
Forensic Science Services
HM Prison Service '

'; UK :F%’:a@g.;mrt Agency

Intand Revenue, ilm.:deEng its Emmmi\m Offices.
Vahuamn Of;ffce

' 'ﬁm;iememtsm,&aard (1)
 Land Registry, Her Majesty’s (13(3)
'i;e:gfaiiis.éweia}r'iaﬁ:fn the Law Officers =~
- Lord Chancellors é#:paﬂmen&
- Court Service (2)
- Public Trust Office (2)
§ ﬂaﬂé,ﬁai H:éristaga, Depariment of
¢ Historic Royal Pataces Agency
- Royal Parks Agengy -+
- National Investments and Lams"@sﬁf;icé‘é o
i N'a;ttinnaw!, Lottery, Office of

3 Naﬁﬁha;{ annéé, Department of {2)

fsber’shsem §remmi Civil Servu;e De;:a’mmems, i;m:ﬁuﬂmg their amcuiweﬁ & 8
- agencles .




: i%%a:therﬁ;;&e:iam@i)ﬁﬁiﬁ;é — :
Compensation Agency.

a&rdﬁamﬁé i&u?\&ey (1} -

L Overseas Development Admzmstra&mn -
Naéura& Rsesmces institute '

: Ra&s&mgemEﬂa%hi&iéﬁnamﬂh;is;ismg,, Office of :
; Paymas&ex; Office of Hae;r Majaeséy’s Payfm'astér Gﬁﬂﬂta}{(ﬂ‘)}[ ,
: !anpﬁaamiang cemsuaas axm! Eiusweys, G}fﬁme off (2)

' Prwy Q@urmﬂl Qiﬁ»zce imlmtmg the Lord Preszcien& s Oﬁme am
ﬁm Lord Privy saai s Oﬁme S

| ;Mifi:c Bmzcig G.t:ﬁix’:e {1}

| Pmrbkc ka's gosaés Boar(f .
Raail ngmlamr(}iﬁmeoﬁ -

- Register of :Eri:é;mﬁiiy Socmtms -
.:Bze:gsiws:t:ers c;Ji éx:oﬁamé (1} co
:‘Iééy@zlgw‘im& (;1)(:35)5‘ :

: Scottish Cmulrts Aﬂmnmstranm
Smmsh Courts: Sﬁwme {2}

$mamsh {mica : i
U Fisheries Research Serwses (2)
'Hbfaﬁoa*sc Scotlard.
R@aﬁs ﬁuﬁecﬁmaﬁe 2%
- Seottish Axgﬁrzcultwra& Scxsnce Agency' 5
- Scolish Fisheries Proteciion Agency
Scottish Office Pfenssms Agency
Scottish Prison Service R
) :Smuﬂsm Awaufds Agency for Sci}biam L

'r'saamsh Raaamrds Qufﬁ;ce f‘l)

Secuinfty and !meidrgenne Semce ‘

: “.Sermssf%ﬁz:amd &ﬁﬁne gzg =




Sec;ai Seculraty, De;xaﬂrt{mem of
Benefits Agency :
. Chitdh Suppart Ag‘emy
Contributions Agency £
 information Technology Sawmes Agemy
' Raesememmt Agancy :
War Pensions Agency

 Standards in Education, Office for
= Smﬁm&ry Q?Erce* Her Ma;es&y 5 (?} @)
Te!ecammumcmmﬁs, Cifice: af

- Trade and iindustry; aepartmem of
- Accounts Services Agﬁmy '
- Companies House (3)
Insclvency Service
' Lamraww of the Government Chem@i
National Engineering Laboratory
- National Physical Laboratory 7
~ National Woights and Meaaures Leat}mad:@ry‘
Patent Cffice (3) S
- Radiocommunications Acgam}y
) _Warfen pr!ﬂf‘i’gs Labcraiﬁcry

, “Frasnsport mepaﬂmem ot
. Coastguard GRS
 Driver and Vehicle Lgcemmg Agency
Drriver and Vehude Testing Agmcy
Driving Standaids Agancy s
‘Highways Agency
Marine Safety Agency L ety
- Surveyor General's Organisation (2~
Traffic Area Offices (2) .+ -
Transport Research Laboratory
Vehicle Certification Agency
“Vehicle Inspectorate (3)

.fﬁl?ﬁem\rygiﬂﬁr,Majcesiy’s o

'Treasury sulac;t@rs Department (2;
(Swammam Pm;}erty Lawyezs '

f Wa,ter Se&rwms, D{%ﬁt\t;e of

5 Weish Ozfﬁlce : ‘
Cadw Welsdfz Hl;stam Monmemﬁ




Glossary of Terms

Accounting
Officer

Accounts
Direction

Accruals
Accounting

Appropriation
Account

Balance Sheet

Capital Assets

Capital
Consumption

Capital
Expenditure

- The Permanent Heads of ii}e;}aﬁmemts and mm: seniorofficiats; ;mfa,zd*ﬂng the

Chief Executives of executive agencies, are asppomted Amm;mﬁg Oaﬂuxzer&
Permianent Heads of Depaﬂmen&s arg reﬁen’ed to as principal. Accounting - _
Ohficers, :@th@r senior officials are depaﬂmenta! Accounting Officers and Gh;e!

. VEmoust ATe AgencY Acwumwmg Officers.. An Accounting Officer's ;
“responsibilities inchide Eensuring: public funds are yrapmiy managed and that

soun-finamcial pr»@cedure@ are followed, and’ signing accounts. The fuﬁ

 duties of an Am:@cwmmg Officer ar& sel ot i a memmamum which is

included, along with o-thzer related gu&damﬁ i ‘"@ow»emmem Am:eunutmg
(pum;[shed by HS0). w g

A Sormal document which is issued by the Treasury o 4 sponsor department
t@a muhlw se*cie@a; @rganﬁsaz»icm detal izm ihﬁ content of as:{:mn&s a:nd &hza w&y in

A methad of acx:wmmg wmch ;’ecards mpendctwe asitis mcurfeﬂ and
: mcom:e as it is sarned durmg an amimmﬂng pertod. (Cc}mipaxre wnh Cash

Asmmnﬁsm@}

A end of year a(;ceum whmh cempams asmmnis auths:msed by Pamamaaﬂﬁ m i
Supply Estimates with actual paymenis made and #’ecatpis bmughrt 10 account
and explains. any substanial @féﬁ@{enﬁ% Qne is mapﬁred fior each Vem {sea :
Yabe}. : : ;

A financial statement whgzah shows ﬁhe assets, liabilitles and caprtafi of an
owgamsafas@n orea pamcu!ar date, ﬂmmaJs!y the end of an asmumng pﬁ@m{f

Bee ?F,iaﬁed? Mssets

See Depreciation

For the purposes of classifying public expenditure this is expenditure on new
construction, fand, exlensions of and adwigraﬁms to existing bmmmgs and the
'@urc:hase of any other fixed assets {eg maf;h'mery and plant) ~ mciud‘zﬁg
yehicles — having an @xpeate{i working life of more than: tme year, Also
includes expenditure on capital grants and stocks and baﬂdmg f»or caga tal.
pusrposes, ' : ; L




Capital Grants

Capital Resources

Cash Accounting

Cash Flow

Cash Flow

Statement

Certification Audit

Commitment
Accounting

Consolidated Fund

Control Total

Cost of Capital

Current Assets

Current Liabilities

Depreciation

Estimates

Fixed Assets

Candinbmmrzs towards expkand‘atme m:n hxad assels macte by {:Eﬂ!tfaf

- government depanments o @rgamswmn& n the ;awrwa(te'z s&ctm and olher parts
- of the: ;:mebirax;* seakm R

S.e.s Fmed ;sé\-ssze.ts‘ £

A smethod of accounting which records cash payments and cash receipts as
~ they occur within an acc&u‘nzihg ps(%rf%@ﬁ:i; (Go:m;ﬁa;re wamh Auamwasts Accountirg)

The receipt and pa’ymem of cash referred to as. G&Sh aﬂﬁw alm;é' @ut@iz:ﬁw

: respeamety

A mmm of cash inflows and cﬁ:ﬂ&ﬁk}ﬁw’s:duﬁngf an mumm gpﬁa'r,.imssu :
- The: awm of Appmpﬂa%mm ﬁ:ccmurnts uﬁﬁema*kan b@y %he Cﬂf’mp‘troiﬂar aﬂd

: A,udi.tm C;Senarai :

A metuh@d ~0f &CC&U!W@E&‘}Q which records the \raéﬁuue of t:ransamwm‘ wamhonseﬁi OF
cmm*ramsd icxf parmr to pumharse asm:ﬁz‘m“ paymem :

The Excheq\ue:r account.in %& whxzch %ax fevmuas annz:i other c:mmnt receipls
not specifically e%icfeﬁteci eiaewhere are made and fronr which-payments for the
targest part of ceniral Gwa'rﬂmant axpen:ﬁﬁwe (that showe in-Supply

Est:mastﬁs} are macie

; Se:e ' ?’ﬁbﬂéc Expenﬂiﬁﬂlre 'C(a'miﬁdi T&m;

Tl"ze Gppaﬁumty cost of camtaé ipvested..

Gash or othar ass&ts which can reasanab!»y be expecmd t@ beccwme cash nn
the normal cowrse of busmess The latter sml«ude stocks, debmzs, ‘accrued

mmme and pafymeﬁﬁs in advam:,e

: ?Laabz !mes mmrred in the rrczrrmar! course e)ff abmarmess mmucﬁing c&emmrsﬁ :
: 'ammeﬁ e%pendﬁum amd racm ple i amm

: A measure of fihe wearrmg out, cmsumpm@ma, ol o%?mf seduction in the wseful

life of a fixed asset whether arising from use, passage of ime or
obsolescense %‘_i’arough‘ technological or market changes. '

; Se:é-'s)umkyésﬁmmes '

' A&sets wﬁh an expac;ted fife oi more than one yzear beld for use in an
: f@rgm;sa&mn




Financial
Management
Initiative (FMI)

Fufl Cost

General Fund

General
Government
Expenditure (GGE)

General Ledger

Gross Domestic
Product (GDP)

Heritage Assets

sl msziraawa cemmmmned ba; the G@vemm@né in 198,2 whﬁse malim ﬂhjpaciwe
Cisto prormote in each “department axn Qrgamsautmn ami 4 sys&em in whick ‘
mxa&gms atr aiiﬁ kaw{s hasve e :

i -5‘, a clear view of their cbgacam ami assess anci wfhe;wer possmte
' mwe ouﬁputs or pem{mance m reiaiwn w0 trhnsa Objeﬁt‘l%ﬁ

o el d’efmsﬁ resmnsabt!mty for ma&(mg the best use: 0! theazf ﬁeswrces
" mvcéiu@m@;a Criical sr:ru%m»y of output am va:leua far money,

. . ‘%he mﬁmmamn (pamz:u!asf y about cosis) %rammng am access: m« e,xp:eri e
advice that ihvey nzeed m axetrmse tﬁhﬁl?l‘ ;‘espaﬂsmlatueﬁ aﬁectﬁmﬁy

The cas@ aﬂ ale resowca& used in su@;:zlymg a semme, mci»udmg an
appropriate share of cwerheads and any seiiia;ng aod distribution erxgeﬁses

' Bothcash and notional (mm cash} cesis arg mgzludeﬁ mciudmag dveprecga%m
sEndidhe costof camda% : : . _

‘_iii;a & ffepanmem s amau;ﬁa, the baukance on the g@nerail fund w&ukﬁ Tepu'sesam )

iits imitiall capital, apart ﬁrcxm that financed from long term b@rmwmgs Of ?ub!mc .

‘Jawsdﬂnd Capital, plus subsaqueni mr:svemems ninet a‘S&‘eQS ex'ca,m whem

3@33&;‘3&9 reserve accounts are qperated.

“The c@em\tmmq e%paendwmﬁe a;f @hae centrat gm@m mnﬁ alnd iocai aaﬁhar;ty

seclors; ammmg paymenfts bameen bhe %w»c}

’%‘h@e amatsms i v.m:r:zh ﬁu %ransac:tmﬂs o;f an ous:gva;msahm are shc:{ws’?., emifh@r Eﬂf
detail or in swmmaw

Waiue of the goods and services produced by the United Kingdom re&i_dén&s,,‘ i
including taxes on expenditure on both. home produced and imported goods
- and services and the effect on subsidies. No deduction is made for the.
 depreciation of existing assels. GDP also me::ltuﬁes the income of UK.

residents fiorm economic ammty abroad am psroperty hek:i abmad less tha

5 .uncome inthe LiK of non resmhems

See &rsﬁ@x :B. ga:raxgm_aqph 825 g




In Year Monitering
and Control

Lease

Management
Accounting

Management
information System

National Accounts

National Loans
Fund (NLF)

Non-Trading
Capital
Consumption

The monitering and controting Qfdﬁ;}aﬁm@nﬁaa expenditure for consistency
with the provision which hias been agreedin the Survey, voted in Estimates
and made 5ub:]ect to c:ash B as where they-apply. (Sm aﬁsc} Ame,x D of thig

, F%&Pﬁf }

A finance Eje'as-a is 4 lease that transfers. substantially all the risks and rewards
of ownership of an asset fo the lesses.

Aty Qgﬁaxaﬁim lease is a laase other :%;haﬂ.a: finance lease.

An mmg;raai part of maa&gemam c:ancemed ws!‘h identifying, presenting asmi
_ l.rﬂerpmtmg information used for

_— "'ﬁmmu‘ha‘tﬁnﬁg strategy;

. piamééang and cqmrd:l' activities;
& daciﬁfan'taskim;g;;
> optirmising théu_sé of resonum&s
bl déxs_c}»oswé T;) s%aekeheiders am:l :

+ - gafeguanding ;a:ss;e&%&}. i '

: ﬁm iﬂfarmahan sysiem dessgmad o aidd managers, at all Eevels an

Qrgamsa&;m in dec;saon msaakmg pmcesses

Thﬁ C&O pmhhshes &nﬂua'léy (m the “ﬁlue 3063@3:”) estimates t}& m dam%fm '

arnd n&mﬁat pmdua? neome ami ax;:;endature for i;he UA{

'The acoount tihrough which all government b@rrowm@ 1ransa,cmns arici mx}sfe -
_ !ending travnsactmnfs are hand eii o i

Gross Domestic Product (GDP) s measured without a deduction for capital -

- consumption, or depreciation.. For trading bodies, profits (or trading surpluses)
-are recorded gress in this sense. But non-trading activities (for example 1 most.

B -ef centfa! goverriment), which do not give rise to gﬁmnﬁ or surpluses, also use

up capital assets. The CSO makes an eslimate for this element, to allowa

: mnsxs.ﬁem comparison to be.made betweeﬂ teading and non-trading sectors im

. the Naiswﬁa:i Accoums Tﬁe tnchu&mns Qtf a ﬁitﬁ'\‘il!ﬁl!’ esmma@e» i, Geemexra*! L




Opportunity Cost

Parliamentary
Grants

Principal
Accounting Officer

Public Dividend
Capital

Public Expenditure
Control Total

Public Expenditure
Survey (PES)

Public Sector
Borrowing
Requirement
(PSBR)

Purchase Ledger

Resource
Accounting

Resource
Budgeting

Revaluation
Reserve
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