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Northern Ireland Executive: 2004 Spending Review

2 Tuly 2004

settlement

This letter records for future reference the 2004 Spending
Review (SR2004) settlement for the Northern Ireland
Executive (NIE), covering financial years 2005-06 to 2007-
08. It sets out your budgetary settlement, how I propose to
handle your Public Service Agreement (PSA), an efficiency
target reflecting Sir Peter Gershon's review, and the reforms
on which the settlement is conditional. This settlement is
final and will not be reopened. The settlement takes into
account that devolution is suspended. When devolution
returns, it will be for the devolved Assembly to make policy
decisions in devolved areas within this settlement. The
settlement takes no account of any possible transfer of

responsibility of Northern Ireland Office (NIO) law and order
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functions to NIE in the SR2004 period, but the terms of a
baseline transfer may need to be agreed in due course if

there is sufficient progress in the peace process.

Summary

2. Improving efficiency and modernising the workings of
government is, as you are aware, central to this Spending
Review. Delivering a step change in performance here is
crucial if we are to meet our ambitions for front line public

services such as health and education in Northern Ireland.

3. Reflecting the ambitious agenda that the NIE will need to
take on over the SR2004 period, this settlement provides
you with additional resources of £0/511/876 million above
your agreed baseline, including PEACE. This represents real
growth in your budget over the SR2004 period of around 3
per cent in real terms from a 2004-05 baseline. Combined
with the efficiency gains identified in the Gershon review
and reprioritisation within your baseline where programmes
are not delivering, this settlement will enable you to
maintain services in most areas, and to enhance provision
in those areas where the impact on outcomes has been

shown to be the greatest. The settlement
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includes health and education consequentials already

announced.

4, The SR2004 budgets section of this letter sets out your
budgetary  settlement in more detail, including

consequences for your DEL and for AME, and ringfences

within the settlement.

5. While the capital and resource DEL split is indicative and
you are able to switch between them, if you switch more
than 3% of capital DEL (net of switches into capital grants
within resource DEL) the excess will be deducted from the
following year’s resource EYF/DEL to offset the impact on
the fiscal rules taking one year with another, in line with the
reference in the Statement of Funding Policy about
protecting the fiscal rules. I reserve the right to introduce a
published limit and to reduce the 3% figure if necessary.
This applies from 2004-05 onwards and may be subject to
review in SR2006.

6. More generally I am concerned to ensure improvements
in financial management throughout the public sector. I
welcome the progress which has already been made but I

would ask you to give this priority and would be happy for
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our officials to continue to work together closely on

improving your financial management systems.

7. Devolution is currently suspended. However the terms of
the settlement will continue to apply when devolution
returns and the funding has been calculated according to
the normal devolved funding arrangements. If sufficient
progress is made in the peace process, it may become
necessary to consider the terms of a transfer of resources
from NIO to NIE for law and order functions to be devolved
under the peace process, but in the meantime the NIO
settlement assumes that NIO functions will remain reserved

during the SR2004 period.
Priorities for investment

8. The bulk of the settlement reflects the application of the
Barnett formula to increases in provision of UK government
departments, based on the revised Statement of Funding
Policy on which you have been consulted, which is being

published at the same time as the Spending Review White
Paper.

9. There is one DEL item additional to the Barnett block. I
am willing to provide an additional £0/59/30 million for the
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PEACE programme, over the Barnett formula. This is on top
of £80 million included in SR2002 plans for 2005-06, which
includes an extension of £30/30 million (excluding match
funding which is to be within existing DEL as you propose)
to end in 2006, on the assumption that the Commission
agrees this extension and £29 million to cover the remaining

costs of the existing PEACE programme falling in 2006-07.

10. This is subject to the PEACE programme ending at
that date, with no above-Barnett funding after 2007-08 and
no new EU programme funding being sought after 2006; to
the successful elements being thereafter mainstreamed
within the domestic Barnett determined block; if justified
and to our agreeing the details of the extended PEACE
programme to ensure that it delivers value for money and is
in line with our economic and social priorities. You also
have structural funds EYF to draw on. Exchange rates may
vary in either direction over the SR2004 period and as
normal the consequences of this variation must be absorbed
within your settlement. The PEACE programme, excluding
the above extension, has cost some one billion euro and it is
vital that you should be able to demonstrate the quantified

benefits which this huge programme is delivering.
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11. CAP modulation match funding is now in the Barnett
block, but subject to possible review in the future if the CAP

regime changes substantially.
Rates reform

11. I am broadly content with your proposals subject to

the following points.

12. I have some reservations about the use of discrete
capital values rather than banding as in GB. I am content to
accept your judgement provided the necessary steps are
taken to avoid excessive administrative costs (which fall
within existing DEL) and limit the extent of appeals
reducing the buoyancy of the rate base. On rate reliefs I am
pleased that you propose to put a cap on these as a
proportion of revenue, that the system will be self-financing,
and that you will not be introducing repercussive elements
in relation to pensioners. I am disappointed that you are not
immediately introducing rating of vacant property and my

agreement is conditional on taking powers to do so in the

medium term.

13. More generally, it is important that the reform is
presented as being equitable between tax payers and

ratepayers (the balance of funding shifting towards
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ratepayers) as well as between groups of ratepayers
(horizontal equity); and that the economic case for reform is
emphasised in terms of creating a less distortionary tax
base. Also, we should not rule out the possibility of further
reform in the medium term, both in light of the outcome of
the ODPM balance of funding review in England, and of the
outcome of the review of public administration and
proposals to reform local government in Northern Ireland,

on which I look forward to a progress report in September.

14. I am grateful for your letter of 8 July. I am sorry you
have decided to postpone the announcement of rating
reform. However, having considered the issues carefully my
view remains that water charges should not support AME
RRI borrowing once the GoCo is introduced. You have
already explained that rating reform is necessary to increase
rates sufficiently to support RRI AME borrowing. My
agreement to rolling forward RRI borrowing at a level of
£200 million a year is therefore conditional on your going
ahead with rating reform. I have already made clear that I
am not pressing for consultants to examine a privatisation
option in 2006 because that is not technically feasible, apart
from the political considerations with which you are
concerned. My view therefore also remains that my

agreement to a write down of water assets is conditional on
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a study of options for involving the private sector in the
GoCo, with no options ruled out except privatisation in
2006. I can confirm that on the basis that you accept these

conditions I am prepared to roll forward the £200 million

RRI.

Water reform and RRI

15. I am broadly content with your proposals subject to

the points below.

16. I am prepared to confirm an AME RRI borrowing profile
of up to £200/200/200 million subject to the points above,
financed by qualifying revenue based on above England rate
increases and the other principles that have been agreed
between officials, including in relation to application of EYF
to qualifying revenue, inclusion of exceptional England BT
payments and separate calculation of domestic and non-
domestic qualifying revenue. My officials will work with
yours to conclude agreement on the concordat based on
these principles which will determine the calculation of
qualifying revenue for RRI purposes, ensuring no cross-
subsidisation between water charges and rates. The RRI
AME borrowing financed by rates will finance water and
non-water investment prior to the establishment of the

GoCo, which will then become responsible for water
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investment financed by water charges; and, thereafter, the
NIE RRI AME will include non-water investment only, when
water investment will become the responsibility of the GoCo.
The rate increases over the SR2004 period necessary to
support this level of borrowing should be announced in your
draft spending plans in September and agreed in advance
with my officials. The amounts of RRI borrowing after the
creation of the GoCo (based on the principles set out above)
may need to be considered further in the light of more
detailed examination of private sector funding options and
testing of the financial model, and decided ahead of the Pre-
Budget Report in the autumn.

17. My settlement letter at the conclusion of SR2002
envisaged full-cost domestic charging for water in 2006, and
my approach to this issue has been on that basis since
then. I am, however, prepared to agree a phasing in of
water charges from April 2006 when the GoCo is expected to
come into being of one-third/two-thirds in 2006-07 and
2007-8 with full cost recovery in 2008-09. The NIE subsidy
to the GoCo to support this less-than-full-cost recovery will
score in your DEL, as will any NIE lending to the GoCo.

18. I note your concerns about the rate of increase of
household bills from rate and water charge increases. I am

willing to consider a write down in the value of NIE water
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assets of approximately £4.7 billion ahead of its transfer to
the GoCo on the grounds that the existing valuation based
on replacement cost would be unrealistic for the GoCo. This
will result in lower non-cash charges and hence lower water
charges. My agreement is subject to an external assessment

of the correct valuation of the assets and the NIE financial

model.

19. My agreement is also conditional on your engaging
consultants to advise on all the options for involving the
private sector in the financing and management of the
GoCo, excluding full privatisation in the short term (but not
the medium term) as this would not be technically feasible
or politically attractive to you, but including private sector
minority stake holding. My expectation is that this study
will identify value-for-money options for bringing in private
finance and reducing the GoCo’s costs below those currently
being assumed, thereby reducing pressures on water
charges. We will need to agree the preferred GoCo financing
option in the light of the consultant’s recommendations. I
share your concerns that the consultant’s costs should not
be excessive. The terms of reference and appointment of
consultants should be agreed with the SIB, the Cabinet
Office Shareholder Executive and the Treasury.

10




Confidential - 2004 Spending Review

20. The settlement is based on the GoCo starting in April
2006. I am concerned that a delay in setting up the GoCo to
April 2007 may become unavoidable. I would ask you to
make every effort to avoid such a delay. However, I should
make clear that if there is a delay, or if a returning
Assembly decided to review these plans, I would not extend
beyond 1 April 2006 the concession that the non-cash water
depreciation and capital charges are treated as AME. Our
officials would need to agree the details. In addition it is of
course the case that any EU infraction costs would need to
be met from your DEL as well as all the costs of the NIE
water agency, including the investment programme needed
to avoid infraction proceedings. If the planned NIE PPP
water schemes are deemed to be on balance sheet by your
auditors, these will score in your DEL. I also reserve the
right to review the RRI AME borrowing facility if there is a
delay beyond April 2007 or if the Assembly decides to review

these water reform plans.

21. More generally, the context of the proposed increases
in household bills is that at present people in Northern
Ireland make no contribution for domestic water, rates are
about a third or so of the level in England (the recent
increases have largely been on non-domestic rates towards
England levels) and there are no local authority precepts for

policing costs, which are borne entirely by UK taxpayers.

el
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These low receipts contribute to the huge fiscal deficit which
Northern Ireland has with the rest of the UK. It is our
agreed policy that this is inequitable and that the rate gap
should be narrowed over time and that water charges
should be introduced. When law and order functions are
transferred to NIE under the restoration of devolution we
will need to consider how best to introduce normalised

funding arrangements for policing.

22. On vulnerable groups I am pleased that you are not
proposing repercussive DEL water subsidies. I am content

with your proposals on economic regulation.

23. I realise that rating, water reform and RRI will be
contentious in Northern Ireland and I am happy to lend you
my full support in presenting this essential reform
programme positively. I am willing to treat the transfer of
the water agency to the GoCo as a policy change rather than
as a classification change, which means that I am not
seeking to reduce your DEL in respect of the headroom
created within your DEL for other spending by establishing
a self financing GoCo. In addition you have been
underspending your capital DEL and RRI AME. You have
EYF to carry forward, which, along with your agreed ability
to switch from resource to capital DEL, means that the

overall NIE SR2004 settlement offers the prospect of a large

1%
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and ambitious programme of infrastructure modernisation

in Northern Ireland which will benefit all households.

Public Service Agreement

24. On the basis that devolution remains suspended I
propose that we agree a relatively small number (e.g. 15 or
so) high-level NIE PSA targets prior to publication of your
draft budget in September, on a similar basis, as far as
possible, to England (although the actual figures will of
'course reflect your circumstances). I would also encourage

you to reduce the overall number of NIE PSA targets.

25. 1 also look forward to seeing your investment strategy

and pay and workforce strategy in the autumn.

26. As we agreed at the May finance ministers meeting, I
also propose that we track on a UK-wide basis a small
number of public service indicators to enable the four
administrations and the public to be assured that service
delivery is improving across all the countries and regions of
the UK. Further details are set out in a paper which my
officials are sending to yours at the same time as this

settlement letter. We can discuss this and the SR2004

13
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targets which the four administrations are setting at the

next finance ministers’ meeting.

~ Efficiency review

27. I am very grateful for the constructive and cooperative
way in which you have engaged with the efficiency review.
The key challenge for your administration will be to take
forward the actions identified by the review to ensure that
our key shared priorities are delivered. This will be crucial if
you are to live within the challenging settlement while

delivering your enhanced agenda.

28. In particular you will need to have set out by the
autumn a credible action plan for releasing efficiency
savings by 2007-08 of at least 2.5 per cent per annum, i.e.
some £535 million in 2007-08, of which at least half should
be cash releasing. I would also expect you to roll forward
2005-06 administration costs flat or less in cash terms in
your September spending plans, using broadly similar
definitions to central government departments. I would
expect that the % back office staff savings should be at least
as large as in UK Government departments. I would be

grateful for sight of your proposals for reforming public

14
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administration in Northern Ireland in September, including
reducing the number of public bodies.

Budget reviews

29. Consistent with block finance principles, this
settlement is not subject to the same sort of detailed
conditions as for UK government departments. However, I
do attach particular priority to making progress on water
reform, rate reform (all the costs of which should be
accommodated within your DEL), the RRI including PPPs,
the review of public administration (which I wish to see
reflected in the efficiency action plan to reduce the size of
the public sector and the number of public bodies in
Northern Ireland), health reform (on which we have agreed
an independent review), and economic development (where I
would like to agree an updated Northern Ireland economic
strategy by the end of the year). I look forward to seeing
your proposals in these areas in the draft spending plans in
September.

30. The remainder of this letter sets out the budgetary
settlement for the NIE for the financial years 2005-06 to
2007-08; and sets out a number of detailed implications for
the NIE arising from UK settlements. My officials will
provide yours with details of the Barnett formula

15
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calculations and will explain the basis of settlements for UK

Government departments.

31. I would be grateful if you would clear your draft NIE

spending plans with me in September.

32. I am copying this letter to the Prime Minister and
Gordon Brown, and to Sir//(ndrew Turnbull.

i
=

PAUL BOATENG

16
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SR2004 BUDGETS

This section sets out the NIE’s SR2004 budgetary settlement. This
settlement is final and will not be reopened. Access to the Reserve will
be considered only for large, genuinely unforeseeable and unavoidable
contingencies, and then only as a last resort after your ability to
absorb such new pressures within your settlement has been fully

taken into account.

Northern Ireland Executive control totals

Table 1 sets out your agreed 2005-06 total resource DEL and capital
DEL baselines and total additions to these baselines in 2006-07 and

2007-08.

All figures presented here include VAT.

Table 1: Northern Ireland Executive total resource and capital
DEL :

NB. There will also be additions in 2005-06, £1 million in each of
resource and capital DEL for ‘add-back’ of CMF and ISB DEL
consequentials, plus £80 million resource DEL for PEACE and £62m

for PEACE in 2004-05.

Budgeting flexibilities — capital

You will not be allowed to switch funding from capital DEL into
resource DEL (except as set out below in respect of capital grants).

I will, however, continue to allow unlimited budgetary flexibility to
transfer from resource DEL into capital DEL to support additional

L7
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investment, although the non-cash consequences will need to be
provided for from within your existing resource DEL.

To ensure that expenditure plans remain consistent with the fiscal
rules, if you wish to switch funding from capital DEL into resource
DEL, the excess over 3 per cent will be deducted from your following
year’s resource DEL/EYF.

Capital grants to the private sector and to public corporations
continue to score in your resource DEL, but are treated as investment
in National Accounts and hence for the purposes of measuring
performance against the fiscal rules. Accordingly, overall capital
grants allocations set out in Table 1 are ring-fenced and cannot be
switched into other current spending within your resource DEL
subject to the 3% flexibility above. However, the following flexibilities
will remain available:

- you will have unlimited flexibility to switch from capital
grants in resource DEL to capital DEL to fund other forms of
investment;

- I am willing to consider proposals to increase capital grants
spending in resource DEL through transfers from capital
DEL, but only where this will increase the level of capital
grants above that set out in Table 1.

Departmental Investment Strategies

The NIE will, following the Spending Review, be expected to publish a
Departmental Investment Strategy (DIS). A PES paper providing
further information will be issued shortly.

Private Finance Initiative

PFI plays an important role in service delivery and will continue to do
so across the SR2004 period. In determining specific capital
allocations, you will need to ensure that there is a level playing field
between PFI and conventional forms of procurement: the choice of
procurement route must be based solely on value for money rather
than on expectations of balance sheet treatment. As part of this
process, you will wish to adopt the new value for money appraisal

18
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guidance for PFI that has been the subject of recent consultation. In
planning and managing investment programmes, departments will
need to maintain appropriate flexibility to manage any risks, including
changes in balance sheet treatment and changes to procurement
routes following the application of the value for money appraisal
guidance, within the spending plans set out in this letter.

Departments will also need to reflect the conclusions of the other
policy changes arising from the publication of “PFI: Meeting the
Investment Challenge” in 2003, which have been the subject of
separate consultation with departments. This includes the
implementation of minimum thresholds for PFI projects (where PFI
projects must have a capital value of £20 million or above, unless
specific agreement has been reached with the Treasury) and the
discontinuation of PFI for information technology projects.

Near-cash consequences of this settlement

Table 2: Near-cash consequences of this settlement

En! 6895 7309 7810
Note: numbers may not sum due to roundings.

19
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Table 2 indicates the proportion of your overall resource DEL that has
been allocated to enable you to manage your main non-cash costs.
These increases are based on Barnett consequentials.

Departments and devolved administrations are expected to manage
these costs with the same rigour as all other elements of their
budgets. Where ongoing savings in the level of non-cash are made as
a result of improved decision-making then departments have some
flexibility to redeploy these resources. Departments should bear in
mind that such flexibility is only available within the context of the
fiscal rules. Departments must therefore discuss and agree any
material proposals with the Treasury before making any commitments
based on this flexibility. Departments are also reminded that they
should seek agreement from both the Treasury and their Auditors
before changing their accounting policies due to the potential impact
on their budgets.

Table 2 also shows where appropriate the movements in provisions
which impact on resource DEL. These figures are based on the use of
3.5% real as the discount rate for long-term liabilities. This discount
rate will be reducing to 2.2% with effect from 1 April 2005 and the
impact of this change has not been taken into account within this
settlement due to its timing and complexity. Detailed guidance on
managing the impact of this change is provided in PES (2004)04.

Other technical points

The updated Statement of Funding Policy incorporates updating of the
Barnett formula comparability factors and population shares and
other changes since the last version.

You may also wish to note the following points:

- officials will need to consider any implications for the NIE of the
outcome of the rail review,

- the AME provision for Education Maintenance Allowances is
£22.5/28.8/30.6 million, based on introducing the same scheme and

forecasting methodology as England;

- alongside the Spending Review the Government has published a
ten-year Investment Framework for Science and Innovation. To the
extent that research funding (e.g., through the Research Councils) is

20
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UK wide, I would encourage devolved counterparts to continue to
work with their colleagues in England on taking the strategy forward.
Other research funding (for example that through the DfES, including
increases for knowledge transfer funding in England), is devolved and
for the DAs themselves to determine;

- the settlement includes DEL Barnett consequentials of DEFRA and
LG provision in 2006-07 and 2007-08 for public expenditure elements
of increases in the standard rate of landfill tax (£4 /7 million included
in the table above). In 2005-06 the NIE will be able to take up landfill
tax-financed Barnett consequentials of £2 million from the Reserve
(not included in the table above). Budget 2003 announced that
landfill tax rate increases would be revenue-neutral to business and
local government as a whole. The devolved administrations are
strongly urged to meet this commitment through appropriate
additional spending as in England;

- your officials have provided LASFE AME forecasts. Any changes to
these forecasts should be cleared with my officials;

- the allocation of the THB element of AME Supporting People
funding for NI in 2005-06, 2006-07 and 2007-08 is £44/45/46
million based on similar adjustments in England. As in England
this may leave a gap from 2004-05 levels although final decisions on
the size of the Supporting People programme in England will be made in
the autumn with possible consequences for Northern Ireland. If NIE wish
to fully close this gap they will need to look to efficiencies and if
they wish, contribute from elsewhere within their DEL. It remains
our intention that all Supporting People funding should be
consolidated into NIE DEL when this happens in England;

- in this Review the Government has confirmed its intention to
extend the policy of promoting free access to museums and galleries,
and the VAT scheme that helps deliver it, to university museums. It is
our intention that the benefits of the extension of the VAT refund
scheme that helps deliver free access should be felt across the United -
Kingdom, as is the case for the existing S33a VAT refund scheme for
the national museums and galleries. The extended scheme will
operate in a similar way, with the resultant costs flowing through
Annually Managed Expenditure. The costs will not affect your DEL or
AME settlement. The Secretary of State for Culture, Media and Sport
leads on the free access commitment in England. I hope that your
officials will work with the DCMS over the coming months, as her

21
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officials draw up a list of institutions to come within the extended
scheme,

- the NIE did not submit proposals in the Gershon review and
therefore was not eligible to bid for the Gershon Efficiency Challenge
funding for exceptionally high efficiency savings;

- no allowance has been made at this stage for pension reforms
mentioned in your April letter, pending further work;

- other AME forecast numbers are, for 2005-06, as follows: CAP £210
million, social security £3,763 million, pensions £153 million,
regional rates £168 million, AME non-cash charges (roads, water etc.)
£1,087 million;

- consistent with private sector best practice, government
departments are requested to ensure that in principle all public sector
procurement should be (i) via a process (e.g., a framework agreement,
catalogue, procurement card) that has been put in place by a
professional procurement specialist; and/or (i) have the support of
procurement professionals. Departments are agreeing with the OGC
by December 2004 plans for implementing this principle within those
public sector bodies that they fund, and the NIE may wish to adopt a
similar approach;

- effective financial management is a critical enabler of efficiency and

effective control of expenditure across the public sector. It is a priority
to continue to drive forward recent reforms and improve financial
management further. Specifically, departments should have
professional Finance Directors reporting to the Permanent Secretary
with a seat on the departmental board. The devolved administrations
may also wish to take this forward. The Treasury will conduct a
department-by-department review of the effectiveness of financial
management and officials will liaise in relation to the devolved
administrations. The Treasury will use its existing quarterly devolved
officials’ quadrilaterals to monitor devolved spending.

22
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Presentation

In presenting this settlement you may wish to focus on the numbers
outlined in the tables below:

Table 3: Total DEL additions

4 7004 7420 511
Resource DEL plus capital DEL less depreciation

Table 4: Total DEL presentation

IR 7004 7420 7931
1Resource DEL plus capital DEL less depreciation
NB If £62 and £80 million PEACE provision is added in 2004-05 and

2005-06 the SR2004 average annual real terms growth rate is 2.8%.

23




Bilbrough Jeanne - Cabinet Secretary's Office -

?rom: Office, CST's [CSTs.Office@hm-treasury.x.gsi.gov.uk]

Sent: 12 July 2004 12:51

To: 10 Downing Street (E-mail)

Cc: Cabinet Secretary (E-mail); Chancellor's, Action; Parkinson, Mark; Passman, Elizabeth;
Aitken, James; Office, CST's

Subject: SR2004 Northern Ireland Executive settlement CST to Murphy

20040712 letter NIE

2004 Spend... <<20040712 letter NIE 2004 Spending Review CST to Murphy.pdf>>
Please see attached letter

Donna Brice

HM Treasury

1 Horse Guards Road
London SW1A 2HQ

Tel 0207270 4671
Fax 020 7270 5456
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If you have received this email and it was not intended for you,
please let us know, and then delete it. Please treat our
information in confidence, as you would expect us to treat yours.

All Treasury information systems may be monitored to ensure
that they are operating correctly. Furthermore, the content of
emails and other data on these systems may be examined,

in exceptional circumstances, for the purpose of investigating
or detecting any unauthorised use.
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that they are operating correctly. Furthermore, the content of
emails and other data on these systems may be examined,

in exceptional circumstances, for the purpose of investigating
or detecting any unauthorised use.
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Secretary of State

Northern Ireland Office
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NORTHERN IRELAND OFFICE - 2004 SPENDING
REVIEW SETTLEMENT

This letter records for future reference the 2004 Spending
Review (SR2004) settlement for the Northern Ireland Office
(NIO), covering financial years 2005-06 to 2007-08. It sets
out your budgetary settlement, your Public Service
Agreement (PSA), an efficiency target reflecting the findings
of Sir Peter Gershon’s review, and reforms on which the
settlement is conditional. The settlement is final and will not
be reopened. The settlement takes no account of any
possible transfer of NIO functions to Northern Ireland
Executive (NIE) in the SR2004 period depending on the

progress of the peace process.
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Summary

2. Improving efficiency and modernising the workings of
government is, as you are aware, central to this Spending
Review. This settlement will enable the Northern Ireland
Office to continue to make progress towards its aim of
securing a lasting peace in Northern Ireland, based on the

Good Friday Agreement.

3. Recognising the current constraints on public
expenditure growth and the fact that public spending per
head in Northern Ireland on public order and safety is over
double the UK average notwithstanding normalisation, the
settlement provides reductions to your baseline of £0/50/60
million. This represents a nominal terms increase of 9 per
cent in 2007-08 over the 2003-04 estimated outturn. The
settlement — combined with the efficiency gains identified in
the Gershon review (which will realise annual efficiencies of
£91 million by 2007-08), your EYF of £381 million
(equivalent to around one-third of your annual spending),
reprioritisation within your baseline where programmes are
declining (e.g., the ending of the Bloody Sunday Inquiry
(BSI) which has cost around £28 million in 2003-04 and
around &£155 million in total), and the declining

requirements for compensation claims — will enable you to
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maintain services in most areas and to enhance provision in
those areas where the impact on outcomes has been shown

to be greatest.

4. The SR2004 budgets section of this letter sets out your
budgetary . - ‘settlement . in.. more ¢ detal, = inchading
consequences for your DEL. I am not proposing any
ringfences in your settlement other than in respect of the

existing £18 million EYF for prison officers’ severance.

5.1 can confirm that I am not proposing to cut your EYF
entitlement. I would expect your EYF to help to finance
items such as the post-Cory public inquiries, costs such as
new severance schemes to deliver efficiency savings, costs of
Acts of Completion and all other spending pressures arising
over the SR2004 period. I would not expect there to be any
NIO Reserve claims over the SR2004 period.

6. This settlement assumes that NIO functions will not be
devolved to the NIE in the SR2004 period. If sufficient
progress is made in the peace process, we will need to
consider further the terms of a transfer of resources from

the NIO to the NIE.
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7.1 am very grateful for all the information and evidence
which you and your officials have provided in SR2004,

which have helped to inform this settlement.

Priorities for investment

8. The resources this settlement provides are intended to
build on the significant investments we have made in
previous Spending Reviews to enable solid progress towards
the achievement of the Government’s agenda in Northern
Ireland. Combined with resources released from efficiency
savings and reprioritisations within your baseline, I will
expect the additional investment to be focused on the

following priorities.

e Law and order: spending pressures such as
implementation of Cory recommendations on
inquiries and costs of Acts of Completion will be
kept to the minimum necessary and offset through
prioritisation and efficiency savings. Your officials
have outlined the steps you are taking to control the
costs of the Cory inquiries. We must identify the
reasons why the BSI has cost over £155 million and
what lessons can be learned for the future. While I

recognise the difficulty of announcing a formal limit
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on aggregate costs I would expect the cost of the
four Cory inquiries — including Finucane, assuming
that goes ahead — to be well under £50 million in
total and for proper project and risk management
arrangements to be put in place to ensure
overspends are avoided, including liaising with the
DCA public inquiry team. We shall be looking for
savings from Patten police severance, disbandment
of the Full Time Reserve, prison officers’ severance,
reduced criminal injuries compensation costs and
administration cost reductions (e.g., from
implementation of the Causeway and Flax projects).
There is considerable scope in the settlement for
strengthening front line delivery, in particular for

the police to bring down crime rates.

Reform - the Northern Ireland Office is
implementing a substantial reform programme
following from the Good Friday agreement and
criminal justice reforms set out in your April letter.
We need to quantify the benefits as well as the costs
of these reforms, which are allowed for in this
settlement. | am concerned at the growing prisoner
numbers in Northern Ireland and the associated

costs, and we must take forward initiatives for
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reform of the prison service without delay. I would
ask you to commission in consultation with my
officials a wide-ranging, independent review of the
NIO’s prison strategy covering issues such as
reducing costs, the role of the private sector, what
actions can be taken to reduce rising prisoner
numbers, and closer integration with the rest of the
criminal justice system, drawing on the Carter
review in England and Wales, while recognising the
current pressures brought about by the
implementation of Steele report proposals. Our
officials can agree the terms of reference with a view
to the report being completed by next March. More
generally, we should make progress on any read-
across or best-practice benchmarking there may be
for Northern Ireland from Home Office criminal
justice reforms (including in joining up the criminal

justice system in NI) and vice versa.

Public Service Agreement

9. Changes to your Public Service Agreement reflect
discussions at PSX, which recognised the particular
pressures under which the Northern Ireland Office operates.

In particular it is considered that combining the confidence
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in police and Catholic representation in the police targets,
and introducing separate targets for confidence in the
criminal justice system and crime reduction, will enable
better monitoring of progress towards delivery of PSA
targets. As regards the cost per prisoner place target, I have
agreed with you annual limits for forward years as set out in
the PSA target, in pursuit of our aim to reduce the cost in
Northern Ireland towards that in the rest of the UK and I
would expect further progress in the light of the prison
review. I am pleased that the outturn for the cppp target
was £1500 below the target in 2003-04, and in order to
demonstrate a continuing downward trend I would expect
the targets for the future years to be met by a similar

margin.

10. More generally, | am concerned to ensure greater
progress in delivering NIO objectives and targets. I attach
importance to reducing the justice gap in Northern Ireland
by increasing the proportion of crimes brought to a
successful prosecution, on which we are agreed that
progress should be reported in the annual NIO
departmental report, and I would like to see more progress
in bringing all police districts in Northern Ireland up to the

standards of the best. I also attach importance to close
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working with the NIE in advance of devolving law and order,

in order to tackle the causes of crime more effectively.

11. At present only one of the four PSA targets is clearly on
track. Devolution is suspended, confidence in the police and
criminal justice system are not clearly on an upwards
trajectory, crime rates for many crimes are rising and the
cost per prisoner place is rising. While I recognise and
welcome that in some respects law and order conditions in
Northern Ireland are better than those in England, the
progress being made on Patten recruitment, the progress
towards normalization and reduction in paramilitary crime,
we must identify why targets are not on course and what
action is necessary to rectify this. I look forward to the next

PSA delivery report setting this out.

12. 1 was grateful for the evidence on law and order trends
which you provided. There is some good news here in
particular, Northern Ireland has a comparatively low prison
population and some crime rates are below average.
However, it is a matter of concern that many of the trends
are in the wrong direction and I am concerned that you
should take all the steps necessary to ensure that serious

crime, including financial crime, is tackled more effectively.
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Paramilitary crime, while lower than in the past, remains

unacceptably high.

Efficiency Review

I am very grateful for the constructive and cooperative way
in which the Northern Ireland Office has engaged with the
Efficiency Review. The key challenge for the Northern
Ireland Office will be to take forward the actions identified
by the review, as set out in the Efficiency section of this
letter, to ensure that our key shared priorities are delivered.
This will be crucial if you are to live within this challenging
settlement while delivering your agenda. In particular you
will need to have a credible action plan for releasing
efficiency savings of £35/73/91 million (of which at least
£18/44 /54 million is cash releasing) and to identify further
savings. I attach particular importance to efficiency savings
in police, prisons and your own administration costs. The
Chancellor and Prime Minister are writing separately to set
out some general conditions on efficiency, on which your

settlement is conditional.

13. Your administration costs provision for the three
SR2004 years is £193/188/186 million. I am concerned
that you plan to increase NIO staff over the SR2004 period
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and I expect you to revisit these plans. By 2007-08 you
should achieve a total reduction of at least 128 Civil Service
posts in the core NIO and the Compensation Agency, and
more should be possible. Although Northern Ireland Police
Service (NIPS) posts are currently planned to rise by 264
(implying an overall rise in NIO posts of 136), this should be
eliminated by 2007-08 by the further work on efficiency in
order to achieve a substantial reduction in the core NIO and
NIPS staff. Including the wider public sector (such as the
PSNI), there will be a total net reduction of at least 1,446
posts according to your present plans, with 1,138 posts

redeployed to strengthen front line delivery.

14. On prisons, I would ask that the independent review
considers the scope for greater use of the private sector,
including outsourcing and benchmarking. The present

levels of cost efficiency need to be improved substantially.

15. I attach importance to improving financial
management and information systems across the public
sector, including in the NIO, and our officials will need to

monitor your spending closely over the SR2004 period.

10
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Risk management

16. It is important that you continue to develop your
assessment and management of risks (especially risks to the
delivery of PSAs and the reform agenda), and to ensure that
you have the capability to handle the aggregate level of risk
you are taking on. Improvements should be made by the
time of SR2006, in line with plans agreed as part of the Risk
Programme. In particular, you should address the issues
and challenges identified in your June 2004 report,

including:

e further embedding risk management into the
mainstream of delivery; and

e introducing robust internal monitoring to ensure that
risks are reviewed and acted on, and outcomes
analysed to identify progress and improvement in

performance.

17. 1 am grateful for your contributions to other cross-
cutting reviews, including the key work of the NIO in
tackling terrorism, which should be implemented over the
SR2004 period. I welcome your contribution to the counter-
terrorism cross cutting review and the priority which you

will continue to attach to countering terrorism and

11
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paramilitary crime in Northern Ireland and more widely.
Maintaining and building still further the UK’s wider
counter-terrorism capability and resilience against attack is
a key cross-government priority. In particular you will need
to make adequate provision from within this settlement to
fund your contribution to the Information Assurance project
and any protective security requirements for work on the
Government Secure Zone. For Information Assurance, I
would expect you to agree your contributions with the
Cabinet Office by the end of September 2004 to facilitate
project planning. The Cabinet Office will contact relevant

departments in due course.

18. The remainder of this letter consists of four sections:

e Section A: SR2004 Budgets, which sets out the
budgetary settlement for the Northern Ireland Office
for the financial years 2005-06 to 2007-08;

e Section B: Public Service Agreement, which sets
out the new PSA for the Northern Ireland Office for
the financial years 2005-06 to 2007-08;

e Section C: Efficiency, which sets out your
department’s efficiency target for the SR2004 period
and summarizes the high level implementation
plans you have prepared in consultation with Sir

Peter Gershon; and

12
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e Section D: Settlement Implementation and
Reform, which details the policy conditions and
reforms which I expect to be taken forward by your

department in implementing this settlement.

19. I should be grateful if all supporting briefing material
and statements on the outcome of the Review could be

cleared with my officials.

20. I am copying this to the Prime Minister and Gordon

Brown, and to Sir Andrew/Turnbull.

S

PAUL BOATENG

13
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SECTION A: SR2004 BUDGETS

This section sets out the NIO’s SR2004 budgetary
settlement. = This settlement is final and will not be
reopened. Access to the Reserve will be considered only for
large, genuinely  unforeseeable and unavoidable
contingencies, and then only as a last resort after your
ability to absorb such new pressures within your settlement
has been fully taken into account.

Northern Ireland Office control totals

Table 1 sets out your agreed 2005-06 total resource DEL
and capital DEL baselines and total changes to these
baselines in 2006-07 and 2007-08.

All figures presented here include VAT.

Table 1: Northern Ireland Office total resource and
capital DEL

Resource DEL

Total 51 1,191 -50 -60
o/ w capital

grants

Capital DEL

Total 57 2 0 0

Table 2 sets out changes in the net administration budget
within resource DEL for the Northern Ireland Office in 2006-
07 and 2007-08.

14
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Table 2: Net administration budget in resource DEL

Zs
75

Net administration budget in resource DEL
Total 176 193 -5 -7

Budgeting flexibilities — capital

You will not be allowed to switch funding from capital DEL
into resource DEL. I will, however, continue to allow
unlimited budgetary flexibility to transfer from resource DEL
into capital DEL to support additional investment, although
the non-cash consequences will need to be provided for from
within your existing Resource DEL.

Departmental Investment Strategies

The NIO will, as usual, following the Spending Review, be
required to publish a Departmental Investment Strategy
(DIS). A PES paper providing further information will be
issued shortly.

Private Finance Initiative

PFI plays an important role in service delivery and will
continue to do so across the SR2004 period. In determining
specific capital allocations, the NIO will need to ensure that
there is a level playing field between PFI and conventional
forms of procurement: the choice of procurement route
must be based solely on value for money rather than on
expectations of balance sheet treatment. As part of this

15
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process, the NIO must adopt the new value for money
appraisal guidance for PFI that has been the subject of
recent consultation. In planning and managing investment
programmes, departments will need to maintain appropriate
flexibility to manage any risks, including changes in balance
sheet treatment and changes to procurement routes
following the application of the value for money appraisal
guidance, within the spending plans set out in this letter.

The NIO will also need to reflect the conclusions of the other
policy changes arising from the publication of “PFI: Meeting
the Investment Challenge” in 2003, which have been the
subject of separate consultation with departments. This
includes the implementation of minimum thresholds for PFI
projects (where PFI projects must have a capital value of
£20 million or above, unless specific agreement has been
reached with the Treasury) and the discontinuation of PFI
for information technology projects.

16
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Near-cash consequences of this settlement

Table 3: Near-cash consequences of this settlement

Resource
DEL 1. ko 1 1,141 e 151

o/w
depreciation 49 49 49 49

o/w cost of
capital 45 23 23 o

o/w
provisions 2 “0 23 2%
Cash paid
out against
provisions 66 T w2 T2

Capital
DEL o 73 72 12

Total near
cash'
spending

1,179 1,240 15150 1,180

1 This represents actual budgets i.e. baseline and additions

Table 3 indicates the proportion of your overall resource
DEL that has been allocated to enable you to manage your
main non-cash costs. These numbers are based on the
information provided in your Forecast Balance Sheet
Analysis.

Departments are expected to manage these costs with the
same rigour as all other elements of their budgets. Where
ongoing savings in the level of non-cash are made as a
result of improved decision-making then departments have
some flexibility to redeploy these resources. Departments

LR
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should bear in mind that such flexibility is only available
where it is consistent with the fiscal rules. Departments
must therefore discuss and agree any material proposals
with the Treasury before making any commitments based
on this flexibility. Departments are also reminded that they
should seek agreement from both the Treasury and their
Auditors before changing their accounting policies due to
the potential impact on their budgets.

Table 3 also shows, where appropriate, the movements in
provisions which impact on resource DEL. These figures are
based on the use of 3.5% real as the discount rate for long-
term liabilities. This discount rate will be reducing to 2.2%
with effect from 1 April 2005, and the impact of this change
has not been taken into account within this settlement due
to its timing and complexity. Detailed guidance on
managing the impact of this change is provided in PES
(2004) 04.

Presentation

In presenting this settlement you may wish to focus on the
numbers outlined in the tables below:

Table 4: Total DEL additions

Resource DEL
g 49 49 0 0
depreciation
Capital DEL 57 72 0 0

Total DEL! 1159 1214 -50 -60
IResource DEL plus capital DEL less depreciation

18
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Table 5: total DEL presentation

19
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SECTION B: PUBLIC SERVICE AGREEMENT

SR2004 PUBLIC SERVICE AGREEMENT
This section sets out your PSA for the SR2004 period.

Aim

To secure a lasting peace in Northern Ireland, based on the
Good Friday Agreement, in which the rights and identities of
all traditions in Northern Ireland are fully respected and
safeguarded and in which a safe, stable, just, open and
tolerant society can thrive and prosper.

Objective I

To support the devolved institutions in Northern Ireland
when devolution returns and encourage further political
development through positive and constructive relations
with the Assembly and Executive and the Irish Government
and effective contributions to the British-Irish Council and
British-Irish Intergovernmental Conference.

Objective II

To build and sustain confidence in the effectiveness and
efficiency of the police service and police oversight and
accountability arrangements in Northern Ireland.

Target 1
Increase confidence in the police throughout all parts of the

community in Northern Ireland by 3% by April 2008, to be
measured by a composite suite of measures on public views
on the fairness and effectiveness of the police and policing
arrangements. In  addition increase the  Catholic
representation in the police service to 30% by December 2010
as proposed by Patten, with an interim target of 18.5% by
March 2006.
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Objective III

To promote and build confidence in a criminal justice
system in Northern Ireland that is efficient, effective and
responsive through implementing the published plan of
agreed changes deriving from the accepted
recommendations of the review of the criminal justice
system established under the Good Friday Agreement.

Target 2
Increase confidence in the criminal justice system throughout

all parts of the community in Northern Ireland by 3% by April
2008 measured by a composite suite of measures of public
views on the fairness and effectiveness of the criminal justice
system.

Objective IV

To uphold and maintain the rule of law by developing and
maintaining a policy, legislative and strategic framework
that takes account of the need to secure justice and the
rights of the individual, that provides for a sufficient
counter-terrorist capability and seeks to minimise the
potential for, and causes and effects of, public order
disturbances and community strife.

Objective V

To lessen the impact of crime by working in partnership
with other criminal justice agencies to maintain and develop
policies aimed at preventing or reducing the threat, fear
and incidence of crime, and to provide support for the
victims of crime.

Target 3
The Northern Ireland Office, working in conjunction with other

agencies, will:
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- reduce domestic burglary by 2% by April 2005 and
by 15% by April 2007;
- reduce theft of and from vehicles by 6% by April
2005 and by 10% by April 2007; and
- by April 2008, reduce the rate of re-conviction by 5%
compared to the predicted rate.

Objective VI
To ensure that the supervisory and custodial sentences
imposed by the courts are delivered appropriately to protect
the people of Northern Ireland and help reduce the risk of
re-offending

Objective VII
To ensure that the prison service is cost-effective.

Target 4
Ensure that the annual cost per prisoner place in Northern

Ireland falls to £82,500 by 2007-08 with interim targets of
£86,290 by 2005-06 and £85,250 by 2006-07.

As the Secretary of State for Northern Ireland, you are the
Minister responsible for delivery of the PSA, and will be
expected to appear before PSX - generally twice a year — to
report on progress against the PSA targets.

The PSA remains in place for the Spending Review period,
2005-06 to 2007-08. As a general rule, amendments to
targets can only be made as part of the Spending Review
process. In exceptional circumstances, where it is
considered that a target needs to be amended or refined
before the next Spending Review, any proposals for change
would need to be agreed by PSX.

Alongside the headline PSA, we have agreed Technical Notes
for these targets. These should be published on the
Northern Ireland Office’s website by 30 July 2004.
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Revisions to Technical Notes after this date can only be
made with HMT and PSX approval.

You will continue to report regularly on performance against
these targets, and any outstanding targets from previous
Spending Reviews, in line with guidance issued by the
Treasury. I also ask that your officials work with mine to
ensure that the PSA performance website is kept up to date.

23
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SECTION C: EFFICIENCY

Based on the recommendations of Sir Peter Gershon’s
review of public sector efficiency, the Northern Ireland Office
has been set a challenging but achievable target of at least
2.5% per year , equivalent to at least £91 million in annual
efficiencies by 2007-08. At least half of these efficiencies
must be cash-releasing; this element is at least £54 million
in 2007-08, allowing resources to be recycled to the
department’s priority programmes.

This efficiency target is against a 2004-05 baseline of £1208
million. To score against this efficiency target, reforms must
be consistent with delivery of PSA targets and must:

(i) reduce inputs whilst maintaining (or enhancing) the
quantity and quality of the department’s outputs; or

(i) improve the quality or quantity of the department’s
outputs whilst holding inputs constant; or

(iii) reduce the price (e.g., procurement or labour costs)
of inputs; and/or

(iv) improve cost/output ratios (e.g., lower unit costs).

Consistent with the high-level efficiency proposals included
with the Northern Ireland Office’s SRO4 submission, and on
the advice of Sir Peter Gershon, the department should seek
to achieve the majority of its efficiency gains by:

e achieving a total reduction of 128 Civil Service posts
in the core department and Compensation Agency, as
well as a total reduction of 1,446 public sector posts.
At least 8 posts will be relocated out of London and
the south east by 2007-08;
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e rationalising back office functions, to deliver around
£10 million savings;

e restructuring headquarters directorates (£17 million
savings);

e delivering savings of around &£22 million through
improved procurement, including by the coordinated
apFroach to procurement across the Northern Ireland
Office and other Northern Ireland departments;

e other cash-releasing savings of £72 million, mainly in
PSNI; and

e delivering productivity gains of £96 million, mainly in
PSNI and NIPS, including increasing front line policing
as a share of police time from 60 to 70% over the
SR2004 period.

The Northern Ireland Office has included efficiency savings
arising from disbandment of the Full Time Reserve (FTR),
which was announced prior to the Efficiency Review. It is
also committed to searching for further efficiency savings,
including the possibility of bringing forward more radical
proposals. It is therefore expected that higher efficiency
savings will be identified before the end of 2004-05 and the
delivery plan will be updated accordingly.

Effective financial management is a critical enabler of
efficiency and effective control of expenditure across the
public sector. We must as a priority continue to drive
forward recent reforms and improve financial management
further.

As already agreed by our officials your officials, should
provide the Treasury with quarterly in-year expenditure
monitoring reports for discussion at quarterly meetings of
officials on expenditure monitoring and PSA delivery
progress.
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SECTION D: SETTLEMENT IMPLEMENTATION AND
REFORM

This section sets out the policy conditions attached to this
settlement, and the reforms that I expect you to take
forward in implementing this settlement.

Patten reforms

Continued progress is expected in the implementation of the
Patten reform package aimed at building an effective police
force which enjoys the full confidence of all sections of the
community in Northern Ireland. Continued progress is also
expected . towards  ‘achievement . of @ 'the - Catholic
representation target. Cost-effective implementation of
disbandment of the Full Time Reserve will be achieved
within severance terms agreed with the Treasury.

Criminal justice reforms

The following list sets out the key Criminal Justice reforms

which should be achieved over the SR2004 period:

e implementation of criminal justice review
recommendations, including establishment of a Public
Prosecution Service and Youth Conferencing Service;

e bring Northern Ireland levels of criminal injury and
damage compensation fully into line with those in Great
Britain by April 2010 and complete agreed reviews;

e deliver a more integrated criminal justice system; and

e increase the proportion of crimes brought to justice.

Prison Service
In order to deliver a more effective prison service you are

required to bring forward in 2004-05 proposals for a value-
for-money prison officer severance package; and conduct an
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independent review of the prison service to report by March
2005.

Forensic Science Northern Ireland

I expect you to ensure implementation of Trading Fund
status for FSNI by April 2006.

Pay and workforce strategy; investment strategy

The three separate strands for police, prisons and HQ need
to be combined into a single departmental strategy by the
autumn, taking into account the Government’s
regional/local pay policy. The draft investment strategy
needs to be finalised in the light of the SR2004 outcome.

Cory inquiries; ‘drawing a line under the past’; Acts of
Completion

The costs of the Cory inquiries should be much lower than
those suggested in the NIO’s April SR2004 assessment of
requirements through rigorous control of costs and risk
management. We should expect less than £25 million for
the costs of the three inquiries so far announced. Any
‘drawing a line under the past’ initiative should be cost
effective, e.g., of the order of £2 million and agreed with the
Treasury. The costs of Acts of Completion should be kept to
the minimum necessary, agreed with the Treasury and less
than £50 million.

Recovered criminal assets

I accept the case that Northern Ireland should benefit from
receipts from domestic drug confiscations, civil forfeiture,
criminal confiscation and criminal forfeiture in line with
England and Wales. I note that you propose to introduce a
scheme of community drug projects funded from seized
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assets in line with the Home Office, which is entitled to
retain these receipts up to a ceiling of £170 million. I am
content that from 2005-06 the Northern Ireland Office
should retain these receipts up to a ceiling of 3.2% of the
Home Office ceiling (i.e., £5.5 million).
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HM Treasury, | Horse Guards Road, London, SWIA 2HQ

Rt Hon Paul Murphy MP

Secretary of State for Northern Ireland
Northern Ireland Office

11 Millbank

London SW1P 4PN

\O June 2004
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I wish to suggest that we discuss the following issues at our

mini PSX meeting in June:

- NIO: PSA, spending proposals, reforms and efficiency
- NIE: PSA, spending proposals, reforms and efficiency.

2.  Our discussion will of course need to take account of
the fact that, although the Northern Ireland Assembly
remains suspended, the normal devolved funding

arrangements apply to NIE.

get “The  papers.  for ~<theneetitig -« are . the JSR2004
submissions which you kindly sent me in April for the NIO

and the NIE.




4. I am copying this letter to Baroness Amos, Ian Pearson

and Sir Andrew Turnbull.

MER\WIR S

PAUL BOATENG

(Approved by the Chief Secretary and signed in his absence)
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To: Northern Ireland Secretary (E-mail)
Cc: Cabinet Secretary (E-mail); Leader of the Lords (E-mail); Office, CST's; Style, Matthew;
NI Parliamentary Under Secretary (E-mail)
Subject: NIO NIE mini PSX CST to Murphy
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Please see attached letter

Donna Brice

HM Treasury

1 Horse Guards Road
London SW1A 2HQ

Tel 020 7270 4671
Fax 020 7270 5456
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If you have received this email and it was not intended for you,
please let us know, and then delete it. Please treat our
information in confidence, as you would expect us to treat yours.

All Treasury information systems may be monitored to ensure
that they are operating correctly. Furthermore, the content of
emails and other data on these systems may be examined,

in exceptional circumstances, for the purpose of investigating
or detecting any unauthorised use.




Sharpe Nale - Cabinet Secretary's Office -

From: Fletcher lan - Cabinet Secretary's Office -

Sent: 15 April 2004 12:07

To: PS Sir Andrew Turnbull

Subject: FW: Fair Employment in Northern Ireland: Article 52 Annual Monitoring Return 2004
Importance: High

Sensitivity: Confidential

From: Hyde Fynn Karen - Corporate Development Group -

Sent: Thursday, April 15, 2004 12:06:58 PM

To: Fletcher lan - Cabinet Secretary's Office -

Cc: Michelle Stephenson (E-mail)

Subject: Fair Employment in Northern Ireland: Article 52 Annual Monitoring Return 2004
Importance: High

Sensitivity: Confidential

Auto forwarded by a Rule

lan,
| have been in contact with Brian Redford at Inland Revenue regarding the proposed reduction of Inland Revenue
staff and it's impact on Fair Employment figures for Northern Ireland. He replied in the following manner:

"Recent announcements by the Chancellor on the number and pace of Civil
Service staff reductions are being closely looked at by the Inland Revenue.
We are undertaking and planning for a number of initiatives with the aim of
investing to modernise the Department and one of the outcomes of that
modernisation is increased efficiency. We do not yet have a firm view of
when and where those efficiencies will arise and we are currently in
discussions with Ministers over the shape of the department in the medium
and long term. Diversity and equality issues across the UK will be a key
factor ‘imthose discussions..”

Kind regards

Statistical Officer

Personnel Statistics 1
Corporate Development Group,
Cabinet Office,

Admiralty Arch,

Room G6,

Tel: 020 7276 1537

For more information on Civil Service statistics and diversity within the Civil Service visit:

and

< N/A iversity-wh rks.gov.uk/>
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Karen Hyde Fynn
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FAIR EMPLOYMENT IN NORTHERN IRELAND: ARTICLE 52 ANNUAL
MONITORING RETURN 2004

Issue

3 Submission of the Annual Statutory Monitoring return (Article 52) to the
Equality Commission for Northern Ireland, for Home Civil Servants working in
Northern Ireland.

2 Publication of information from the 2004 monitoring return.
Recommendation/Action

3. The Minister is asked to:

1. confirm he is content for officials to respond as indicated to the Equality
Commission, and

1. offer his views about publishing information from the 2004 monitoring
return.

Timing

4. The Commission’s deadline is 1 May 2004. It would be helpful to have clearance
from the Minister by Monday 26 April 2004 at the latest.

A
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‘ Submission of the Annual Statutory Monitoring return to the Equality

Commission for Northern Ireland, for Home Civil Servants working in Northern
Ireland

Background and argument

5 Since 1990 registered employers in Northern Ireland have had a legal duty under
Northern Ireland fair employment legislation to monitor the composition of their
workforce and of those applying to fill vacancies. The number of promotees and leavers
is also monitored.

6. All specified public authorities and registered employers are required to submit to
the Commission an annual monitoring return of staff in post. Failure to supply this
information is a criminal offence, as is failure to supply it within the prescribed period.

/. For those Home Civil Service departments and agencies operating in Northern
Ireland this duty rests with the Prime Minister. In practice, the Minister for the Cabinet
Office undertakes this on the Prime Minister’s behalf.

8. There are nine Home Civil Service Departments and Agencies in Northern
Ireland: HM Customs and Excise, Immigration and Nationality Directorate, Inland
Revenue, Maritime and Coastguard Agency, Ministry of Defence, Northern Ireland
Court Service, Northern Ireland Office, the United Kingdom Passport Service & the
Food Standards Agency.

Key Points
% The key points from this annual exercise are:
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