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1 Introduction

1. The Transport Committee is a Departmental Select Committee of the House of
Commons charged with scrutinising the administration, expenditure and policy of the
Department for Transport (DfT). The Department spends large sums of taxpayers’ money,
and transport is critical to the success of the UK economy and to most people’s lives. In
2008-09, the Department for Transport budget exceeded £15 billion of public
expenditure.'

2. The range of subjects into which the Committee inquired in 2008—09 is listed at Table 2
below. Most inquiries result in a report, and the evidence gathered is always placed in the
public domain. In this report we review our activities and achievements during the year,
and set out how we have gone about fulfilling the core tasks for select committees, as
described by the Liaison Committee. In Annex C, a detailed overview of our activities
during the session can be found. Finally, we will briefly preview our work in the 2009-10
Session, which will be short but busy.

3. The Committee published eight reports in Session 2008-09, and the bulk of the work on
a further four inquiries was also completed within the session. A report on one inquiry, the
future of aviation, was published shortly after the Queen’s Speech, on 7 December 2009,
and others will follow shortly.> We have sought to combine major, strategic inquiries, such
as the future of aviation and the major road network, with smaller inquiries, focusing on
the work of an agency, for example VOSA, or on a specific issue such as the impact of the
snowfall last February on the transport system.

Membership and support

4. In the course of 2008—09, we experienced several changes in Membership, but the rate of
attendance at our meetings has remained very healthy at almost 75%.?

5. The Committee is assisted by a permanent secretariat of 6.5 staff. We have also received
expert advice from a number of other sources. Over the past year, we have received
assistance from the Committee Office Scrutiny Unit, the House of Commons Library, the
Parliamentary Office of Science and Technology and the National Audit Office. On major
or technical inquiries, we have also been advised by Specialist Advisers, each of whom are
experts in the specific area of the inquiry. Our Specialist Advisers are listed in the Sessional
Information at Annex C. We are grateful to all those who have assisted us in our work in
2008-09.

6. We have continued to enjoy courteous relations with the Department for Transport.
Ministers and officials have generally been positive and flexible in meeting our requests for
information and oral evidence. As we note below, the current Secretary of State, Rt Hon
Lord Adonis, has been particularly forthcoming, and we are impressed by his open and

1 Department for Transport: Annual Report and Resource Accounts 2008-09: Appendix A: Table A1: Total
Departmental spending, p 217

2 Transport Committee, First Report of Session 2009-10, The future of aviation, HC 125

3 Attendance stood at 74.4% for the year. See Annex C.



constructive approach to our work. The Government is required to respond to our reports
within two months of publication, and over the last few years, we have received all
responses promptly except where prior agreement had been reached on alternative
arrangements. A table summarising our recommendations during 2008—09 and the
Government’s responses to them can be found at Annex A. We are grateful to the DfT
Parliamentary Relations team who have done their utmost to be helpful and meet our
requirements over the years.

2 Highlights from the Committee’s work

Impact

7. In our July 2008 report on the Rail White Paper, we had criticised the Government for a
lack of vision and long-term strategy for the railways.* We particularly regretted the
Government’s failure to plan for high speed rail and for not allocating money to
electrification projects to enhance capacity and efficiency on the network, as well as
reducing costs and emissions in the long term. However, six months later, on 15 January
2009, the Secretary of State announced that the Government had changed its position, and
would henceforth be pursuing high speed rail through the creation of High Speed Two Ltd,
a company set up specifically to develop route proposals for the first stages of a high speed
network.”

8. Our report on road safety, published late in the 2007-08 session, provides a good
illustration of the potential impact of our work, and our role in keeping important issues
alive. Our report highlighted major shortcomings in the way road casualty figures are
reported and presented, and we recommended major changes to these processes, including
a national road safety survey. In early 2009, the UK Statistics Authority (UKSA)}—a new
body, answerable to Parliament, responsible for monitoring the quality of Government
statistics—picked up our recommendations, bringing their own scheduled study of the
validity and reliability of road casualty statistics forwards. UKSA published its report on the
Department’s road casualty statistics in July 2009, requiring the Department to implement
seven important changes, all of which were in line with our own 2008 recommendations,
though they covered only the more technical issues. In November 2009, we asked the
UKSA to give evidence updating us on their concerns about the road casualty statistics
regime. We also questioned the Secretary of State, Lord Adonis on progress in meeting
UKSA'’s requirements and making additional improvements to the road casualty statistics.®
We continue to follow up this issue.

4  Transport Committee, Tenth Report of Session 2007-08, Delivering a sustainable railway: a 30-year strategy for the
railways? HC 219

5 HC Deb, 15 January 2009, cols 355-360

6  Transport Committee, Update on road safety —UK Statistics Authority: Oral evidence, HC 1086; Transport
Committee: Transport questions with the Secretary of State: Oral and written evidence, HC 1087



Key findings

9. Two of our inquiries have highlighted poor performance where responsibilities and
targets are shared across Government departments.” Our inquiry into taxes and charges on
road users uncovered a lack of integration between HM Treasury’s policy on road user
taxes and the Department for Transport’s policy on transport. We also uncovered evidence
of poor coordination between the Department for Transport and the Department for
Children Schools and Families as well as the Department of Health regarding school
travel.® Although the Government accepted there was room for improvement in some
areas of inter-departmental co-ordination on school travel, both Government responses
were disappointing. We believe we have identified a very important area for improvement,
which merits further follow-up in the next Parliament.’

10. Many parts of the country descended into chaos as a result of the unusually cold
weather and heavy snow last February. London was particularly badly hit, with the
transport system grinding to a halt, leaving millions of people stranded. We heard evidence
from key witnesses such as local authorities, transport engineers, the Highways Agency and
the Minister, Paul Clark MP. The Mayor of London, Boris Johnson, appeared before us
reluctantly, and only in April, following protracted correspondence. Such behaviour was
very regrettable, not only because of the abject disrespect for parliamentary scrutiny, but
also because it demonstrated lack of leadership and strategic oversight of the transport
system in our capital. Our report concluded that better coordination, planning and
leadership is key to improving the effectiveness of responses to adverse weather impacts on
the transport system.'” We looked forward to the report from the UK Roads Liaison
Group which was published in July.

11. The Government concurred with the majority of our conclusions and accepted our
recommendations about coordination, collaboration and leadership.!" The UK Roads
Liaison Group,'* which published its detailed study on the lessons from the severe weather
in July, focused heavily on the procurement and management of salt stocks, but also
highlighted the need for better coordination and collaboration between all the different
players in the transport sector.”® The response to the snow and ice experienced in most of
the country during December 2009 and January 2010 provided the first test of the ability of
transport service providers to respond in a coordinated fashion to severe weather.
Although some improvements have been made since February, many people have

7  This issue had also arisen forcefully in our late 2007-08 road safety inquiry. In that case, we found collaboration
between the DfT and the Home Office deeply disappointing, indeed, we recommended a Royal Commission on
Road Safety to help overcome this serious problem.See: Transport Committee, Eleventh Report of Session 2007-08,
Ending the Scandal of Complacency: Road Safety beyond 2010, HC 460, paras 119,124 and 132.

8  Transport Committee, Second Report of Session 2008-09, School travel, HC 351, para 51

9  Transport Committee, Third Special Report of Session 2008-09, School Travel: Government Response to the
Committee's Second Report of Session 2008-09, HC 561; Transport Committee, Sixth Special Report of Session 2008-
09, Taxes and charges on road users: Government response to the Committee's Sixth Report of Session 2008-09,
HC 995.

10 Transport Committee, Fourth Report of Session 2008-09, The effects of adverse weather conditions on transport,
HC 328

11 Transport Committee, Fourth Special Report of Session 2008-09, The effects of adverse weather conditions on
transport: Government response to the Committee's Fourth Report of Session 2008-09, HC 957

12 The UK Roads Liaison Group (UKRLG) is a body which brings together national and local government from across
the UK to consider roads infrastructure engineering and operations matters. It was established in 2001.

13 UK Roads Liaison Group: Lessons from the Severe Weather February 2009, July 2009, Recommendation 10



experienced dire conditions on the roads, railways and airports around the country during
recent severe weather, and it is clear that there is a great deal of work still to be done. We
will continue to monitor events over the next few winter months.

Innovation

12. With the appointment of Lord Adonis as Secretary of State for Transport in June 2009,
we lost the regular opportunity to question the Secretary of State on the floor of the House
at Transport Questions. That a Secretary of State for a major spending department cannot
be held to account in the elected Chamber raises an important constitutional issue. Whilst
options for resolving this problem are being considered by others, we decided to ask the
newly appointed Lord Adonis to appear before us at regular intervals to answer “Transport
Questions’ by Select Committee. To his credit, the Secretary of State was enthusiastic, and
appeared before us for the first session on 4 November 2009 when he answered questions
on road safety, the third runway at Heathrow Airport and the Department’s medium to
long term investment priorities.'"* Our next Transport Questions session is scheduled for
February 2010.

13. Lord Adonis has also given evidence to the Committee on three other occasions since
becoming Secretary of State, and with four appearances before the Committee in seven
months he has demonstrated impressive flexibility and an exemplary commitment to
parliamentary scrutiny, for which we are most grateful.'”

3 The Committee’s effectiveness

The core tasks of select committees

14. The Liaison Committee'® has set out ten core tasks for departmental select committees
based on the resolution of the House of 14 May 2002."” It has asked that committees report
annually on how they have fulfilled the core tasks.'® The core tasks are focused around four
key objectives, and they provide a basic framework for the organisation of select committee
scrutiny (see Table 1).

15. Naturally, in some years, we focus on some core tasks more than others. The need to
respond to urgent issues, such as the impact of severe weather on the transport system last
February, or ad hoc events such as draft bills or national policy statements, also shapes our

14 Transport Committee: Transport questions with the Secretary of State: Oral and written evidence, HC 1087

15 Lord Adonis was appointed Secretary of State for Transport on 5 June 2009. He gave evidence to the Committee on
17 June (Rail fares and franchises), 15 July (The future of aviation), 4 November (Transport Questions) and 2
December (Performance of the Department for Transport).

16 The Liaison Committee consists of the chairmen of departmental and some other select committees.
17 CJ(2001-02) 552-553 (14 May 2002)

18 The ten core tasks are: to inquire into: (1) Government policy proposals; (2) areas seen by the Committee as
requiring examination due to deficiencies; (3) departmental actions; (4) associated public bodies; (5) major
appointments; (6) the implementation of legislation, and (7) major policy initiatives, and to examine: (8) any draft
legislation; (9) expenditure, and (10) Public Service Agreements.



programme. We are confident that we have covered each core task thoroughly in the

course of the 2005 Parliament.

Table 1: Core tasks for select committees

Objective A: To examine and comment on
the policy of the department

Objective C: To examine the
administration of the department

1. To examine policy proposals from the UK
Government and the European Commission in
Green Papers, White Papers, draft Guidance etc,
and to inquire further where the Committee
considers it appropriate.

6. To examine the department’s Public Service
Agreements, the associated targets and the
statistical measurements employed, and report
if appropriate.

2. To identify and examine areas of emerging
policy, or where existing policy is deficient, and
make proposals.

7. To monitor the work of the department'’s
Executive Agencies, NDPBs, regulators and
other associated public bodies.

3. To conduct scrutiny of any published draft
bill within the Committee’s responsibilities.

8. To scrutinise major appointments made by
the department.

4. To examine specific output from the
department expressed in documents or other
decisions.

9. To examine the implementation of
legislation and major policy initiatives.

Objective B: To examine the expenditure
of the department

Objective D: To assist the House in debate
and decision.

5. To examine the expenditure plans and out-
turn of the department, its agencies and
principal NDPBs.

10. To produce reports which are suitable for
debate in the House, including Westminster
Hall, or debating committees.

16. In this chapter, we explain how we have discharged our responsibilities in relation to
each of the ten core tasks during the 2008-09 Session of Parliament. Table 2 below
summarises our work in relation to the core tasks.

Table 2: Work of the Committee in relation to the core tasks
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Objective A: The examination of DfT policy

17. Almost all the work we do engages with Department for Transport policy and decisions
at one level or another. It is not always straightforward to divide inquiries into those that
deal with emerging policies as distinct from policy decisions or policy deficiencies, and we
therefore consider our work in relation to core tasks 1, 2 and 4 together.

Emerging policy, policy deficiencies and decisions

The use of airspace and the future of aviation

18. During the 2008-09 Session, we carried out two major inquiries into aviation policy,
which took up more than one third of our oral evidence sessions. Our report on the use of
airspace was published on 10 July.’ We finished taking evidence on the future of aviation
during the 2008-09 Session, and the report was published on 7 December 2009.2°

19. On 15 January 2009, the then Secretary of State for Transport, Rt Hon Geoff Hoon MP,
had announced the Government’s go-ahead for a third runway at Heathrow Airport as
well as the intention to launch exploratory work on a high-speed rail network.”" Both our
aviation inquiries probed the adequacy of existing strategies and policies for the aviation
sector in light of these major decisions. We asked interested parties how adequate and
robust the Government’s plans were, given significant changes in climate change policy,
passenger forecasts and the economic outlook for the industry since 2003.

20. In the use of airspace inquiry, we covered a great deal of highly technical material, some
of which was brought home to us only during a very informative visit to NATS Air Traffic
Services in Hampshire. The vast majority of our evidence praised the technical competence
and professionalism of NATS and the airspace regulator, the CAA, and we found calls to
create a separate new body with responsibility for airspace decision-making to be without
solid foundations.”” We identified a range of shortcomings in terms of communication and
consultation with interested parties. In some areas of airspace design and change processes,
we could benefit from techniques already used in other countries. We emphasised the

19 Transport Committee, Fifth Report of Session 2008-09, The use of air space, HC 163
20 Transport Committee, First Report of Session 2009-10, The future of aviation, HC 125
21 HC Deb,15 January 2009, cols 355-360

22 Transport Committee, Fifth Report of Session 2008-09, The use of air space, HC 163, para 22




importance of reducing stacking and of limiting flights over national parks and other Areas
of Outstanding Natural Beauty.” In terms of the environmental impact of aviation, the
industry is optimistic about the impact of new technologies. We agreed that significant
efficiency and environmental gains can be made from improved navigation and descent
approaches as well as better aircraft design.*

21. We received a joint response to our report from the Government and the CAA.> The
Government welcomed the report, but was disappointingly defensive in its approach to the
relatively limited criticisms we made. Some of the shortcomings in respect of
communications and consultation were recognised, but the tone of the response remained
more defensive. Our conclusions stemmed from genuine concerns expressed by parties
with a strong commitment to the industry, and it would be beneficial to the Government
and the CAA if our recommendations were always met with an open and constructive
mindset.

22. During our inquiry into the future of aviation, we concluded that the 2003 aviation
White Paper had stood the test of time well, and remained a broadly sound basis for
aviation policy and infrastructure planning. Aviation is important to the British economy,
and whilst it is imperative that steps are taken to reduce the environmental impacts of
aviation, including noise, air pollution and climate change, such measures need to be
weighed carefully against any detrimental impacts on jobs and the economic benefits of
aviation. We found the Government’s policy on aviation infrastructure, including the
expansion at Heathrow broadly persuasive, and urged the Government to ensure that a
new high speed rail network provides good links to major airports. We questioned,
however, the Government’s policy of an additional runway at Stansted airport in
preference to Gatwick.

23. We reiterated our long-standing concerns about the absence of financial protection for
many air passengers, an issue which has been highlighted again and again when passengers
of collapsed airlines are stranded abroad, often facing great costs and uncertainty. The
Government has so far remained intransigent on this issue, but we hope they will accept
our recommendation that the ATOL (Air Travel Organisers’ Licensing) levy should be
increased and extended to include all flights overseas and not merely package holidays.

24. We were also critical of the lack of clarity about taxation of the aviation industry. Our
report emphasised the importance of clarity, something which could be achieved through a
“statement of the revenues raised, the extent of any tax exemptions and how these compare
to the social and environmental costs of aviation.”* We expect the Government to provide
this with its response to our report, due in February 2010. The aviation industry needs to
contribute its fair share of Government tax revenues, but it is essential that this does not
damage the long-term viability of the industry. To determine whether this balance has
been achieved, we need access to the relevant data.

23 Transport Committee, Fifth Report of Session 2008-09, The use of air space, HC 163, para 65
24 Transport Committee, Fifth Report of Session 2008-09, The use of air space, HC 163, para s 46-57

25 Transport Committee, Fifth Special Report of Session 2008-09, The use of airspace: Government response to the
Committee's Fifth Report of Session 2008-09, HC 996

26 Transport Committee, First Report of Session 2009-10, The future of aviation, HC 125, para 127
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25. Both our reports on aviation policy scrutinised elements of European Union policy.
Airspace policy is a natural candidate for international collaboration, and the Single
European Sky (SES) project brings many aspects of airspace policy and management under
EU control. We found the SES and the accompanying research programme (SESAR)
promising, though we were concerned to ensure that the high standards of safety and
expertise practiced by the CAA and NATS in the UK would be promulgated across the
continent, avoiding a lowest common denominator approach. We also concluded that it is
crucial that the European level of decision-making does not acquire the power to overrule
recommendations from the national regulator.’

26. In our report on the future of aviation, we examined the adequacy of the EU Emissions
Trading Scheme (EU-ETS) as a means of reducing carbon dioxide emissions. Although we
highlighted the importance of international action in this area, we concluded that the track
record of the EU-ETS so far is appalling, raising serious concern that it will ever become an
adequate instrument of environmental policy.*®

Draft bills

27. The Department for Transport has not published any Bills in draft in 2008-09, and the
opportunity to carry out pre-legislative scrutiny has therefore not arisen. However, we
believe our scrutiny of the draft Local Transport Bill*® and the draft Marine Navigation
Bill*® in 2007 and 2008 respectively resulted in valuable and constructive changes to
subsequent legislation. We therefore hope the Department for Transport will publish any
future substantive legislation in draft in order to ensure thorough Parliamentary scrutiny
before a ‘real’ Bill receives formal consideration in the House.

Objective B: Expenditure

28. As in the past, the majority of our inquiries contain an element of scrutiny of
expenditure. We also continued our practice of holding an annual evidence session with
the Secretary of State for Transport and the Permanent Secretary on the Department for
Transport’s Annual Report.’® In the course of this session, expenditure and targets were
discussed together with issues of policy and its implementation.

Taxes and charges on road users

29. Our inquiry into taxes and charges on road users addressed both sides of the public
expenditure equation, namely the revenue raised from motorists as well as the expenditure
on transport, particularly roads infrastructure.’> However, we did not find motoring taxes

27 Transport Committee, Fifth Report of Session 2008-09, The use of air space, HC 163, paras 77 and 82
28 Transport Committee, First Report of Session 2009-10, The future of aviation, HC 125, para 69

29 Transport Committee, Ninth Report of Session 2006-07, The draft Local Transport Bill and the Transport Innovation
Fund, HC 692

30 Transport Committee, Ninth Report of Session 2007-08, The Draft Marine Navigation Bill, HC 709
31 Transport Committee, The Department for Transport’s Annual Report 2008, HC 1112

32 Transport Committee, Sixth Report of Session 2008-09, Taxes and charges on road users, HC 103
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to be unreasonably high, but there was little doubt the Government has lost public
confidence and trust through poor and muddled communication in this area.

30. The notion of hypothecation, that is, the ring-fencing of roads revenue for re-
investment in the roads network, has gained currency among some motorists’
organisations in recent years. We heard no persuasive arguments in favour of
hypothecation of roads tax revenue. On the contrary, we concluded that to create a balance
between motoring taxes and expenditure on roads would be a poor way to make public
policy or public expenditure decisions. However, we did accept that it was appropriate for
funds raised locally though specific charges, such as the Central London congestion charge,
to be ring-fenced for local transport spending. Whilst rejecting hypothecation, we
recommended that investment in integrated transport provision should be increased, and
we also highlighted the need for much better and more transparent connection between
the DfT’s transport policy and HM Treasury’s policy on road user taxes. Whilst it was clear
to us that a national road pricing scheme is off the agenda for the time being, we urged the
Government to consider the introduction of a lorry user charging scheme, partly to level
the playing field between UK and foreign registered operators.

31. Although the Government welcomed the inquiry, its response to our report was
generally non-committal. Disappointingly, it rejected our recommendation that changes to
road user taxes should be based on usage, for example through fuel taxes, rather than a tax
on vehicle ownership, such as Vehicle Excise Duty.”

Rail fares and franchises

32. Our inquiry into rail fares and franchises arose from our concerns about the impact of
the recession on passengers and the rail industry. As we entered 2009, very large fare rises
were introduced across the network even though inflation was near zero, and many
passengers were suffering severe consequences from the recession. Rumours were also rife
that several franchises were in financial difficulties, and might default on their contracts.
We concluded the inquiry with a brief report reiterating and updating recommendations
from several previous reports on rail fares and franchising respectively.** We have
consistently highlighted the ineffective risk-sharing arrangements as well as the significant
costs of the current franchising system to passengers and tax-payers alike.*> In 2006, we had
warned the Government about the systemic problems in the rail franchising system, and
highlighted the risk of franchise holders creaming oft the profit in good times, but
defaulting on their contracts in less profitable times. Our concerns had been vindicated by
the collapse of GNER in 2006. During our inquiry, the announcement by National Express,
in July 2009, that it would provide no further financial support for the East Coast Main
Line franchise once again vindicated our assessment that the franchising system is
systemically flawed.

33. We have consistently urged the Government not to renegotiate franchise contracts, and
our report therefore applauded the Secretary of State’s decision to take the East Coast main

33 Transport Committee, Sixth Special Report of Session 2008-09, Taxes and charges on road users: Government
response to the Committee's Sixth Report of Session 2008-09, HC 995

34 Transport Committee, Eighth Report of Session 2008-9, Rail fares and franchises, HC 233

35 Transport Committee, Fourteenth Report of Session 2005-06, Passenger Rail Franchising, HC 1354
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Line franchise back into public ownership rather than renegotiate the contract, and we
urged the Government to retain the franchise under public sector control. From the outset
of our inquiry, we had deplored the systemic lack of transparency about developments.
Only the Government is in possession of the evidence needed to judge the level of financial
risk to which it is exposed in the event of other train operating companies defaulting on
their contracts. Whilst the Government’s response was comprehensive and engaged well
with our recommendations, our views on rail franchising and fares continue to diverge
from those of the DfT.

Objective C: Administration
Public Service Agreements, targets and statistics

Departmental Annual Report 2008

34.In our annual evidence session with the Secretary of State for Transport on the
Department for Transport Annual Report, we examined the Department’s performance
against its then five PSA targets, among several other issues.*® The session had been
preceded by an exchange of correspondence, requesting specific information from the
Department on expenditure and targets.

Non-Departmental Public Bodies and associated public bodies

The enforcement activities of the Vehicle and Operator Services Agency

35. Our inquiry into the enforcement activities of the Vehicle and Operator Services
Agency (VOSA) concluded that VOSA is highly effective in most areas of its enforcement
work, but that it does not always have the funding, staft or powers required to optimise its
effectiveness. We found this to be particularly notable in relation to enforcement work with
foreign registered vehicles and the punctuality monitoring of buses. To respond effectively
to this situation, VOSA needs access to ports so that it can stop unsafe vehicles at the point
of entry to the UK. It also needs access to a pan-European database of hauliers with a track
record of breaking road safety regulations such as vehicle weight or drivers hours. This has
the potential to allow much better targeting of foreign registered vehicles in the same way
as UK-registered vehicles.”

36. The Government and VOSA responded jointly to our report.*® The response was
broadly positive towards the majority of our conclusions, although the quality of the
response was variable, being very vague in places. We decided to publish the report as a
Special Report as usual, but also to write to the Minister to seek clarification on several
points which had been inadequately addressed in the response. The Minister’s reply can be

36 Transport Committee, The Department for Transport’s Annual Report 2008, HC 1112

37 Transport Committee, Seventh Report of Session 2008-09, The enforcement activities of the Vehicle and Operator
Services Agency (VOSA), HC 39

38 Transport Committee, Eighth Special Report of Session 2008-09, The enforcement activities of the Vehicle and
Operator Services Agency (VOSA): Government response to the Committee's Seventh Report of Session 2008-09, HC
1057
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found in Appendix 1 to this report. We hope the omissions were an oversight rather than a
conscious attempt to veil controversial issues such as fee levels and the privatisation of
parts of the VOSA estate.

Appointments

37. The July 2007 Green Paper, the Governance of Britain, proposed the introduction of
pre-appointment hearings by select committee for key public posts.” A list of posts covered
by this arrangement was agreed between the Government and the Liaison Committee, and
one such post, the Chairmanship of the Office of Rail Regulation (ORR) lies within our
remit. This post came up for re-appointment in the spring of 2009 and, in accordance with
the new process of scrutiny, the Secretary of State wrote to us on 22 April to invite the
Committee to hold a pre-appointment hearing with the Government’s preferred candidate.
This took place on 29 April. The nominee, Anna Walker, is a career civil servant who had
held the post of Chief Executive of the Healthcare Commission for three years. She had no
previous experience of the rail sector.

38. Our questioning was designed to establish whether Anna Walker possessed the
professional competence and personal independence required for the post. We were
particularly concerned to establish whether her lack of rail industry experience might be a
significant weakness in her CV. Contrary to our expectations, our questioning of Anna
Walker persuaded us that coming fresh to the rail industry, but armed with very wide-
ranging experience of regulation in other industries, could be a significant strength.
Consequently, we were happy to endorse the appointment of Ms Walker as Chairman of
the Office of Rail Regulation.”” Anna Walker took up her position as Chairman of the ORR
in July 2009, and we will naturally continue to monitor her performance in post.

39. We note that had the performance of the nominee been less persuasive, we would not
have hesitated in reaching a different conclusion. Although the recommendation from a
select committee on the appointment of a candidate is non-binding, we would not
normally expect the Secretary of State to proceed to appointment in such circumstances.

Implementation of legislation and major policy initiatives

The new European motorcycle test

40. Our inquiry into the new European motorcycle test specifically examined the
transposition of the Second European Driving License Directive into UK legislation. We
received evidence from across the industry, indicating that the Government had been
overzealous in its implementation, but evidence from road safety groups were at odds with
these representations.

39 Ministry of Justice, The Governance of Britain (Cm 7170), July 2007

40 Transport Committee, Third Report of Session 2008-09, Appointment of the Chair of the Office of Rail Regulation,
HC 433
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Objective D: Contributions to Debate in the House

41. Seeking debate of our major reports on the floor of the House and in Westminster Hall
is an important part of our work. When the Government has responded to our conclusions
and recommendations, we can raise awareness and benefit from the contributions of other
Members through such Debates. The following Reports from the Committee were debated
in the House or in Westminster Hall during 2008-09:

a) Our report on the Government’s White Paper on the Railways, delivering a sustainable
railway: a 30-year strategy for the railways,* was debated in Westminster Hall on 12
February*, and also in an Estimates Day Debate on the floor of the House on 9 March
2009,* and

b) Our report on road safety, Ending the Scandal of Complacency: Road Safety beyond
2010, was also the subject of an Estimates Day Debate on 2 July 2009.*

42. We recognise that it is highly unusual for a select committee report to be debated both
in Westminster Hall and on the floor of the House in quick succession. But in our view, the
strategy for the railway network over the coming 30 years is of critical importance to the
national infrastructure, and we believe the subject fully merited both debates. As discussed
at paragraph 7 above, the announcement in January 2009 that the Government is going
ahead with the development of high speed rail proposals as well as significant
electrification projects had vindicated some of our key recommendations in our report on
the White Paper.*® However, major issues concerning investment priorities still remained,
and were pursued in both debates. Both debates used up the available time, were well
attended and attracted a broad range of participants from across the House in addition to
contributions from members of the Committee.*

4 \Working methods

Transport Questions with a House of Lords Secretary of State

43. As noted above, the Secretary of State, Lord Adonis, agreed on his appointment that he
would appear before the Committee at regular intervals for Transport Questions sessions.
Within reason, these sessions are in addition to the appearances we would normally expect
from any Secretary of State. Whilst this arrangement does not fully compensate for the fact
that elected Members of Parliament are unable to question a Secretary of State who sits in

41 Transport Committee, Tenth Report of Session 2007-08, Delivering a sustainable railway: a 30-year strategy for the
railways?, HC 219;Government response, HC 1105 of Session 2007-08

42 HC Deb, 12 February 2009, col 479WH
43 HC Deb, 9 March 2009, col 81

44  Transport Committee, Eleventh Report of Session 2007-08, Ending the scandal of complacency: road safety beyond
2010, HC 460; Government responses, HC 136 and HC 422, Session 2008-09

45 HC Deb,15 January 2009, cols 355-360

46 In both Debates, all the available time was used up. During the Estimates Day Debate, a total of 23 Members spoke
in the Debate (16 who do not serve on the Committee as well as seven Committee members). During the
Westminster Hall Debate, 13 members, including four from the Committee, spoke in the course of the Debate.
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the House of Lords, it does provide an immediate and common-sense approach whilst a
solution which is constitutionally sound and satisfactory to all Members of Parliament can
be identified. Lord Adonis has appeared before us no less than four times in the seven
months since he became Secretary of State. This level of openness and commitment to
Parliamentary scrutiny is commendable.

Evidence from Ministers from other Government departments

44. Our inquiries on school travel as well as taxes and charges on road users both involved
scrutiny of policy areas shared between the Department for Transport and other
Government departments. In both cases, the quality of our evidence was critically
dependent on being able to question Ministers and officials from at least one department in
addition to the DfT. On school travel, Sarah McCarthy-Fry MP, the then Parliamentary
Under Secretary of State for Children, Schools and Families, and her officials gave oral
evidence alongside Paul Clark MP, Parliamentary Under Secretary of State for Transport
and his officials.

45. On taxes and charges on road users, we had invaluable oral evidence from the then
Exchequer Secretary to the Treasury, Angela Eagle MP who, after lengthy negotiations with
officials, agreed to appear before us together with Paul Clark MP. We recognise the
pressure on ministers’ time, and we would not expect such cross-departmental ministerial
appearances to become a frequent occurrence. They are, however, vital if select committees
are to conduct effective scrutiny of genuinely cross-cutting areas of policy making and
implementation.

The representativeness of witnesses

46. Like many other committees, our evidence is not drawn from a particularly wide cross-
section of society. Whilst we are fully committed to achieving the most representative
sample of witnesses possible, we are, to a large extent limited by the demographic
characteristics of the industry and those with an interest in it.

47. Over the past year, we have sought to widen representation by, for example, inviting
the National Union of Students to give oral evidence on school travel and the UK Youth
Parliament to give evidence on the future of aviation.” Four Members of the Youth
Parliament provided fascinating insights into the thoughts of young people in relation to
air travel and the environment when they appeared before us on 15 July. We believe this
was the first time that MYPs have given evidence to a select committee in public. We hope
such special invitations will encourage these groups to take an interest in our other
inquiries and perhaps to submit evidence without prompting in future.

Engaging with the media and the public

48. Transport Committee oral evidence sessions are generally very well attended, with the
public gallery in the committee room regularly reaching capacity. In conjunction with
good media coverage and a steady flow of correspondence from the general public, we

47 Transport Committee, Second Report of Session 2008-09, School travel, HC 351, Ev 47; Transport Committee, First
Report of Session 2009-10, The future of aviation, HC 125, Ev 81
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believe it is evidence of a healthy level of engagement from both the industry and the
public.

49. The Committee receives nearly 400 items of correspondence per year, a significant
proportion of which consists of informal e-mails, often reacting either to one of our reports
or to an oral evidence session. Over the past year, we received especially large volumes of
correspondence in connection with our work on road safety, taxes and charges on road
users, foreign registered HGVs and the expansion of Heathrow airport as well as the
impact of the snow in February, including our oral evidence session with the Mayor of
London, Boris Johnson.

50. Most of our reports have generated very healthy levels of media coverage. Our reports
on Taxes and charges on road users, The enforcement activities of the Vehicle and
Operator Services Agency (VOSA) and Rail fares and franchises all received excellent
coverage across broadcast and print media (general and specialist alike), with the latter
running for several days. Coverage of the Committee’s report on the use of airspace was
limited, reflecting the relatively technical nature of much of the report, and the competition
with other Committees in July. School Travel received a modest and, considering the
importance of the subject, somewhat disappointing level of media attention and,
predictably, our pre-appointment hearing with the nominee for the Chairmanship of the
ORR received little coverage.

Visits

51. We undertake relatively few visits, and in order to maximise the benefit of any visit to
our current inquiries, we select very carefully where we go and who we meet. Over the past
year, we made four half-day visits within the UK, and one visit abroad. In connection with
our inquiry into the use of airspace we visited NATS’s Swanwick Centre, near Fareham in
Hampshire. The Chairman visited a VOSA test site close to the M25, in connection with
our inquiry into the enforcement activities of the Vehicle and Operator Services Agency
(VOSA). Two visits did not relate to ongoing inquiries. Both our visit to Transec in March
to receive an update on transport security and our visit to the Olympic Park in July to
appraise progress on infrastructure and logistics for the games were designed to keep us up
to date on issues of long-standing interest to us. Our one foreign visit was to Washington
DC in the United States, where we met a wide range of representatives from the aviation
industry, Federal Government and Congress in connection with our inquiry into the future
of aviation. We also took the opportunity to learn more about recent developments in US
surface-transportation policy. A summary of what we learnt on this visit is annexed to our
report.*

Government responses to our reports

52. Most of the Government’s responses to our reports are of a reasonable standard.
However, as noted above, the Government’s responses to some of our reports have been
less than satisfactory. In the case of the response to our report on the enforcement activities
of the Vehicle and Operator Services Agency (VOSA ), it simply did not address key points

48 Transport Committee, First Report of Session 2009-10, The future of aviation, HC 125, p 41
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in our recommendations.” We therefore wrote back to the Department for clarification.
The Government’s letter of response is attached in Appendix 1 to this report.

53. Government responses to select committee reports should not merely be an exercise in
self-defence. We make recommendations on the basis of evidence, and we always seek to
be fair. We strive to produce unanimous reports wherever possible, and we believe our
work merits serious consideration, and at times some serious internal examination and
urgent action. We expect the Government to respond constructively to every
recommendation we make.

Petitions

54. 17 petitions to the House were referred to us.*® We considered and took note of each of
these, and where appropriate, we also noted the observations from the Secretary of State in
relation to a petition. A list of petitions referred to us, and the action taken, can be found at
the Annex B to this report. Like last year, however, we note that most petitions are
concerned with local or regional issues such as the safety of a particular junction or
reductions in the number of trains serving a particular station, which do not fall directly
under the competence of the DfT or its agencies. Such issues lend themselves better to in-
depth scrutiny in other forums.

5 Looking ahead: Session 2009-10

55. A General Election has to take place by the first week of June 2010. This means that
Parliament is likely to be dissolved at the very latest in early May. As a result, this Session
will, under all circumstances, be a very short one. Before dissolution, we expect to publish
reports on several inquiries where we have concluded evidence taking recently. In addition,
we will be conducting a full inquiry into the Government’s proposal for a National Policy
Statement on Ports. This is a new process, but we look forward to contributing to the
creation of a sensible framework for future planning applications for ports developments.
We have also launched inquiries into mobility scooters and the impact of flooding on
bridges and other transport infrastructure in Cumbria.

49 Transport Committee, Eighth Special Report of Session 2008-09, The enforcement activities of the Vehicle and
Operator Services Agency (VOSA): Government response to the Committee's Seventh Report of Session 2008-09, HC
1057

50 The House resolved, on 25 October 2007, to approve a recommendation from the Procedure Committee, to the
effect that select committees should keep records of public petitions received, and that these should be formally
placed on committee agendas. See: Government response to the First report of the Procedure Committee, Session
2006-07.
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6 Legacy

56. This will be our last Sessional report before a General Election. We are likely to come
close to publishing 50 reports in this Parliament.”* In so doing, we have covered a very wide
range of issues, and as demonstrated in this and previous annual reports, our work has
influenced policy-making, administration and expenditure right across the remit of the
DfT and its agencies—and sometimes beyond. In some areas, we have been able to
highlight best practice, and any concerns we have raised have been resolved quickly and
expediently. However, in a number of areas, we have raised major concerns, and these have
been rectified only very slowly, or not at all. We hope our successors will wish to pick up
the baton in these areas, and continue to hold the Department and its agencies to account.
We briefly point to some of these issues below.

Areas for follow-up

The railways

57. Our predecessors in the 2001 Parliament had seen great turbulence in the rail industry,
and reported several times on the fundamental problems of the sector.”® Although the
industry has improved almost beyond recognition, including another round of structural
changes in governance, regulation and strategic policy-making introduced through the
Railways Act 2005, serious and fundamental problems remain. We have therefore kept up
the pressure through inquiries into the key areas of rail franchising,” rail fares and
ticketing,* strategic and investment policy as well as the governance and performance
problems at Network Rail*® Our most recent report on rail fares and franchises
demonstrated that the franchising system is as broken as it was five years ago. The
Government take-over of the East Coast Main Line Franchise in 2009 highlighted once
again the unrealistic financial basis of the system, as well as the untenable absence of
proper risk-sharing between private and public sectors. Fare rises well above inflation and
the lack of transparency of ticketing arrangements illustrate the lack of passenger focus
across the industry. Network Rail’s governance remains problematic, and performance
problems have led to several catastrophic overruns on major engineering projects. These
are very important and compelling issues for our successors to address.

51 At the end of the 2008-09 Session, we had published 43 reports, and we expect to publish a further six or seven
reports (including this one) before dissolution.

52 See for example: Transport Committee, Fourth Report of Session 2002-03, Railways in the North of England, HC 782;
Transport Committee, Seventh Report of Session 2003-04, The Future of the Railway, HC 145

53 Transport Committee, Fourteenth Report of Session 2005-06, Passenger Rail Franchising, HC 1354; Transport
Committee, Eighth Report of Session 2008-09, Rail fares and franchises, HC 233

54 Transport Committee, Sixth Report of Session 2005-06, How fair are the fares? Train fares and ticketing, HC 700;
Transport Committee, Eighth Report of Session 2008-09, Rail fares and franchises, HC 233

55 Transport Committee, Tenth Report of Session 2007-08, Delivering a sustainable railway: a 30-year strategy for the
railways? HC 219
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European transport policy

58. An issue which often has a less tangible and immediate impact on travellers, but is no
less important, is the development of transport policy at European level. In the current
Parliament, we have not addressed this area in an inquiry per se, but it is one that has come
up repeatedly in the course of other work. Our report on Galileo, the European Satellite
Navigation System, directly addressed the nature and process of European policy-making
as well as budget management and financial oversight by Brussels. We were not
impressed.”® Our work on the European Aviation Safety Agency” and the “Open Skies”
EU-US air transport agreement also gave rise to significant concerns,”® whist in other
inquiries we found important positive developments such as joint European airspace
management through the Single European Sky programme.” Occasionally, we have called
for extended European collaboration, such as on efforts to bring to justice foreign-
registered HGV drivers who break safety rules on the roads across the EU.®

59. The quantity and importance of policy formulated or managed from Brussels has
increased significantly in recent years. Furthermore, the ratification of the Lisbon Treaty
provides an opportunity for national parliaments to engage more extensively in the
scrutiny of European policy.® Although the process is as yet unclear, we hope our
successors will consider how most effectively to engage with this challenge.

Road safety

60. Road safety has returned to our agenda on several occasions over the past five years. As
long as thousands of people lose their lives or sustain serious injuries on our roads every
year, we trust this is a subject our successors will also wish to look at. We have looked at the
subject from the vantage point of roads policing and technology as a means to reducing
casualties,”” and we have considered the particular risks relating to novice drivers® and
unsafe lorries, particularly those registered abroad.* We have also looked at road safety as a
social problem, exploring the skewed risks which result in the socially disadvantaged being
at significantly greater risk of death or injury than advantaged groups in society.® Finally,
as discussed above, we have found road casualty statistics wanting, and the UK Statistics
Authority has supported this assessment. Ensuring casualty data is correct is crucial to any

56 Transport Committee, First Report of Session 2007-08, Galileo: Recent Developments, HC 53
57 Transport Committee, Thirteenth Report of 2005-06, The Work of the Civil Aviation Authority, HC 809

58 The Transport Committee produced an opinion for the European Scrutiny Committee on this subject. It was included
in the Fifteenth Report from the European Scrutiny Committee, HC 41-xv, paragraphs 1.1-1.16.

59 Transport Committee, Fifth Report of Session 2008-09, The use of air space, HC 163

60 Transport Committee, Seventh Report of Session 2008-09, The enforcement activities of the Vehicle and Operator
Services Agency (VOSA), HC 39

61 See: http://europa.eu

62 Transport Committee, Tenth Report of Session 2005-06, Roads Policing and Technology: Getting the right balance,
HC 975

63 Transport Committee, Seventh Report of Session 2006-07, Novice Drivers, HC 355

64 Transport Committee, Seventh Report of Session 2008-09, The enforcement activities of the Vehicle and Operator
Services Agency (VOSA), HC 39

65 Transport Committee, Eleventh Report of Session 2007-08, Ending the Scandal of Complacency: Road Safety beyond
2010, HC 460
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policy development in this area, and we hope our successors will follow up our inquiries in
this important area.®

Parking policy and enforcement

61. Over the past five years, few subjects have given rise to as much correspondence from
members of the public as parking policy and enforcement. Our 2006 report on this subject
was comprehensive, but little has changed since and many people feel the system is
arbitrary and inequitable.”” We have little doubt that the time is ripe for a follow up to our
2006 recommendations.

The quality of the passenger experience

62. The quality of the passenger experience on public transport is another subject which
has arisen in many of our inquiries, almost irrespective of transport mode. Our reports on
passengers’ experiences of air travel,”® financial protection for air travellers® and the
opening of Heathrow Terminal 5° have all highlighted some of the frustrations
experienced by air passengers. In other inquiries, we have heard wide-ranging concerns
about the cost, reliability, punctuality, crowdedness and the complexity of ticketing systems
on buses” and the railways. Despite the fact that vast sums have been invested in public
transport over the past decade, passengers continue to have mixed experiences. We believe
passengers are entitled to better services, and we think this is an area our successors might
wish to prioritise.

Transport security

63. The issue of transport security has, quite naturally, been a constant concern to us
during this Parliament. The bombings on London’s transport system on 7 July 2005 took
place shortly before the first meeting of the Committee. The threat against our
infrastructure has not abated. We gathered evidence on the issue of security across all

transport modes in 2005-06, and material which was not classified or sensitive was
published.”

64. We recognise that this is a very difficult area to scrutinise by select committee. Much of
the material is highly sensitive, and cannot be placed in the public domain. Doing so could
endanger public safety or jeopardise ongoing police investigations. Taking evidence in

66 Transport Committee, Eleventh Report of Session 2007-08, Ending the Scandal of Complacency: Road Safety beyond
2010, HC 460

67 Transport Committee, Seventh Report of Session 2005-06, Parking Policy and Enforcement, HC 748
68 Transport Committee, Eighth Report of Session 2006-07, Passengers' Experiences of Air Travel, HC 435

69 Transport Committee, Third Report of Session 2005-06, Financial Protection for Air Travellers: Second Report
Abandoning Effective Protection, HC 636; See also: Transport Committee, First Report of Session 2009-10, The future
of aviation, HC 125

70 Transport Committee, Twelfth Report of Session 2007-08, The opening of Heathrow Terminal 5, HC 543

71 Transport Committee, Ninth Report of Session 2006-07, The draft Local Transport Bill and the Transport Innovation
Fund, HC692; Transport Committee, Sixth Report of Session 2005-06, How fair are the fares? Train fares and
ticketing, HC 700; Transport Committee, First Report of Session 2007-08, Ticketing and Concessionary Travel on
Public Transport, HC 84

72 Transport Committee, Session 2007-08, Transport Security: Travelling without Fear, HC 191
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public and publishing our conclusions on the basis of this evidence is at the very heart of
select committee work. On the matter of transport security, it is problematic for us to work
in this way. A further complication is that this is an area where much of the responsibility
lies with the Home Office, and consequently, there is significant overlap between our remit
and that of the Home Affairs Committee, and to some extent the Intelligence and Security
Committee. We have, however, kept a watching brief on this important area, and we
receive occasional briefings from Transec, which we visited in March 2009. We have no
doubt that our successors will wish to retain a close watch on matters of transport security.

Transport for the 2012 Olympics

65. Since it was announced, in 2005, that London had been awarded the 2012 Olympics, we
have held two brief inquiries into the Olympic Transport Plan.” As the implementation of
the plan progresses, our successors may wish to examine it again to satisfy themselves that
the plan is robust, and that progress on its delivery is timely.

73 Transport Committee, Seventh Report of Session 2005-06, Going for Gold: Transport for London's 2012 Olympic
Games, HC 588; Transport Committee, Third Report of Session 2006-07, Transport for the London 2012 Olympic and
Paralympic Games: The Draft Transport Plan, HC 199
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Annex C: Sessional information

For website access click on www.parliament.uk/transcom

The Committee was nominated by the House of Commons on 13 July 2005.

Members Meetings attended
Ellman, Mrs Louise (Chairman) 29 out of 29
Clelland, Mr David 24 out of 29
Donaldson, Mr Jeffrey M. (added 9.11.09) 0 out of 1
Efford, Clive (discharged 19.1.09) 0 out of 3
Hollobone, Mr Philip 21 out of 29
Leech, Mr John 23 out of 29
Martlew, Mr Eric 24 out of 29
Pritchard, Mark 18 out of 29
Smith, Ms Angela C (added 19.1.09) 20 out of 26
Soulsby, Sir Peter (added 19.1.09) 24 out of 26
Stringer, Graham 26 out of 29
Wilshire, Mr David 10 out of 29
Wilson, Sammy (discharged 9.11.09) 16 out of 28
Overall Attendance: 74.4 %
Total number of meetings: 29
Of which:

Number of meetings at which oral evidence was taken 28

Number of times oral evidence was taken partly or wholly in private 0

Number of wholly private meetings 1
Staff

Details of the permanent staff of the Committee during the Session can be found in the Committee's publications.

Specialist Advisers during the Session

Peter Brooker, Professor Brian Graham, Professor Chris Nash, Mr David Quarmby and Professor Jon Shaw.

Witnesses

Oral Evidence was given during the Session by the following categories of witnesses:

Number of appearances by:
Cabinet Ministers
Other Ministers
Members of the House of Lords (all of whom were Ministers)
Number of appearances by officials from, or representatives of:
Department for Transport 7
Other departments comprising:
HM Treasury 1

o 00 W



Executive agencies comprising:
Driving Standards Agency
Highways Agency
Vehicle and Operator Services Agency
Representatives of public bodies and non-Ministerial departments
Advantage West Midlands
Passenger Focus
Sustainable Development Commission
Traffic Commissioners
Public Corporations
Civil Aviation Authority (CAA)
Representatives of other organisations / individuals

Overseas Visits

—_w -

__ W=

135

Date Destination Members Staff | Purpose Cost
19- Washington in the Ellman, 2 In relation to the | £26,496.54
23.10.09 USA Leech, inquiry into The estimated outturn
Martlew future of
aviation.

Visits to European Institutions

None.
UK Visits
Date Destination Members Staff | Purpose Cost
16.12.08 Vehicle and Ellman 1 In relation to the | £266.80
Operator Services inquiry into
Agency (VOSA), Taxes and
Leatherhead 2 charges on road
users.
24.2.09 NATS air traffic Ellman, 2 In relation to the | £744.00
control centre at Hollobone, inquiry into The
Swanwick Smith, use of airspace.
Soulsby,
Wilshire
25.3.09 Transec, part of the | Ellman, 2 Briefing on Nil
Department for Clelland, transport
Transport, London Hollobone, security.
Leech,
Martlew,
Stringer,
Wilshire,
Wilson
21.7.09 2012 Olympic Park, Ellman, 2 Update on the £17.60
Stratford Soulsby, 2012 Olympic
Wilshire, transport plan
Wilson

A Travel in a representative capacity
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Reports and Oral and Written Evidence

Title HC No. Date of Government reply
(2008-09) | publication

First Report: Work of the Committee in | 211 30.1.09 Not required

2007-08

Second Report: School Travel 351 22.3.09 Received 18.5.09: published as
Third Special Report Session
2008-09

Third Report: Appointment of the 433 7.5.09 Letter from Secretary of State,

Chair of the Office of Rail Regulation Rt Hon Geoff Hoon received
1.6.09

Fourth Report: The effects of adverse 328 29.5.09 Received 17.7.09: published as

weather conditions on transport. Fourth Special Report Session
2008-09

Fifth Report: The use of airspace 163 10.7.09 Received 28.9.09: published as
Fifth Special Report Session
2008-09

Sixth Report: Taxes and charges on 103 24.7.09 Received 5.10.09: published as

road users Sixth Special Report Session
2008-09

Seventh Report: The enforcement 39 24.8.09 Received 21.10.09: published

activities of the Vehicle and Operator as Eighth Special Report

Services Agency (VOSA): Session 2008-09

Eighth Report: Rail fares and franchises | 233 27.7.09 Received 9.10.09: published as
Seventh Special Report
Session 2008-09

First Special Report: Ending the Scandal | 136 19.1.09 Not applicable

of Complacency: Road Safety beyond

2010: Government response to the

Committee's Eleventh Report of

Session 2007-08

Second Special Report: Ending the 422 27.4.09 Not applicable

Scandal of Complacency: Road Safety

beyond 2010: Further Government

response to the Committee's Eleventh

Report of Session 2007-08

Third Special Report: School Travel: 561 28.5.09 Not applicable

Government responses to the
Committee's Report of Session 2008-89




Title

HC No.
(2008-09)

Date of
publication

Government reply

Fourth Special Report: The effects of
adverse weather conditions on
transport: Government response to the
Committee's Fourth Report of Session
2008-09

Fifth Special Report: The use of
airspace: Government response to the
Committee's Fifth Report of Session
2008-09

Sixth Special Report: Taxes and charges
on road users: Government response to
the Committee's Sixth Report of
Session 2008-09

Seventh Special Report: Rail fares and
franchises: Government response to
the Committee's Eighth Report of
Session 2008-09

Eighth Special Report: The
enforcement activities of the Vehicle
and Operator Services Agency (VOSA):
Government response to the
Committee's Seventh Report of Session
2008-09

Oral and Written Evidence: The
Department for Transport's Annual
Report 2008

Uncorrected Oral Evidence published
on the Internet: The future of aviation

Uncorrected Oral Evidence published
on the Internet: The future of aviation

Uncorrected Oral Evidence published
on the Internet: The future of aviation

Uncorrected Oral Evidence published
on the Internet: The future of aviation

Uncorrected Oral Evidence published
on the Internet: The future of aviation

Uncorrected Oral Evidence published
on the Internet: The future of aviation

Uncorrected Oral Evidence published
on the Internet: The major road
network

957

996

995

1004

1057

1112

499

499

499

499

499

499

533

22.7.09

26.10.09

27.10.09

16.10.09

2.11.09

11.11.09

6.5.09

13.5.09

17.6.09

1.7.09

8.7.09

15.7.09

20.5.09

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable
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Title HC No. Date of Government reply
(2008-09) | publication

Uncorrected Oral Evidence published 533 24.6.09 Not applicable
on the Internet: The major road

network

Uncorrected Oral Evidence published 533 8.7.09 Not applicable
on the Internet: The major road

network

Uncorrected Oral Evidence published 533 20.7.09 Not applicable
on the Internet: The major road

network

Uncorrected Oral Evidence published 978 14.10.09 Not applicable

on the Internet: The new European
motorcycle test

Uncorrected Oral Evidence published 1056 28.10.09 Not applicable
on the Internet: Priorities for
investment in the railways

Uncorrected Oral Evidence published 1056 11.11.09 Not applicable
on the Internet: Priorities for
investment in the railways

Uncorrected Oral Evidence published 1086 4.11.09 Not applicable
on the Internet: Update on road safety
- road casualty statistics

Uncorrected Oral Evidence published 1087 4.11.09 Not applicable
on the Internet: Transport Questions
with the Secretary of State

Government replies to Reports for Session 2007-08

Reply to the Committee's Eleventh Report: Ending the Scandal of Complacency: Road Safety beyond 2010, received 12.1.09
and published as the Committee's First Special Report Session 2008-09.

Further reply to the Committee's Eleventh Report: Ending the Scandal of Complacency: Road Safety beyond 2010, received
20.4.09 and published as the Committee's Second Special Report Session 2008-09.

Formal Minutes

The Formal Minutes of the Committee were published electronically after each meeting of the Committee. They are available
on the Committee's website at http://www.parliament.uk/transcom.

Divisions

None.

Debates

Committee reports were debated on 2 occasions in the House of Commons and on 1 occasion in Westminster Hall. Further
details can be found in the Committee's Sessional Report.



Number of oral evidence sessions for each inquiry during the Session

Inquiry

Number of oral
evidence sessions

Appointment of the Chair of the Office of Rail Regulation (ORR):

Future of aviation® 6
Priorities for investment in the railways 2
Rail fares and franchises® 3
Taxes and charges on road users® 4
The effects of adverse weather conditions on transport. 2
The enforcement activities of the Vehicle and Operator Services Agency 1
(vOosA)A

The major road network® 4
The new European motorcycle test 1
The use of airspace® 6
Transport Questions with the Secretary of State 1
Update on road safety - road casualty statistics 1
Total 32

113

A The Committee also took oral evidence on this inquiry in Session 2007-08; figures appear in the Return for that Session

(HC 1 (2008-09))

B0On four occasions, the Committee’s meeting comprised two separate oral evidence sessions. Therefore the total in this

table does not match the figure given above for the number of meetings at which oral evidence was taken.
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Appendix 1: Letter from the Minister to the
Chairman in response to a request for clarification
on The enforcement activities of the Vehicle and
Operator Services Agency

Thank you for your letter of 29 October about the government’s response to your Committee’s report on
The Enforcement Activities of the Vehicle and Operator Services Agency (VOSA).

I note that you agreed to publish the response as a Special Report but that you are seeking further
clarification on the government’s response to two of your recommendations relating to the Testing
Transformation Programme and the monitoring of bus reliability and punctuality. I am grateful that you
have set out some specific questions on these topics to help my department in providing the clarification
you seek.

I attach, as an annex to this letter, the responses to the specific points and questions you have raised.

I trust that the response provides the clarification you require and will satisfy the concerns of your
Committee members.

Parliamentary Under Secretary of State
Department for Transport

Annex: Reply to questions from the Transport Select Committee on the government’s response to
their report on the enforcement activities of VOSA.

Testing Transformation Programme

Q1I: You state that it is not the primary objective of the Testing Transformation Programme to
reduce the size of VOSA’s estate. Is it an objective at all, primary or otherwise, to reduce the size of the
estate? If so, by how much, and by when?

Response: The overarching objective of the programme is to reduce the overall cost to the customer of
taking time out for statutory testing by “Taking tests to the customer™ This will be achieved by
“encouraging the greatest possible spread of testing facilities within the private vehicle maintenance sector
and offering testing and maintenance services at the same location and time”.

The following specific operational objectives have been agreed for the Testing Transformation
Programme:

1: The vast majority of HGV/PSV tests to be conducted at non VOSA sites;

2: The approach (or approaches) to the generation of Authorised Testing Facilities (ATFs) should:
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a. ensure adequate geographic coverage
b. seek to reduce testing costs (both direct and indirect); and
c. improve the service to industry in terms of flexibility ;

3: Subject to the above objectives, maximising receipts from the sale of existing facilities to ATF
providers and the disposal of sites no longer required for testing; and minimising capital
investment by VOSA and ensuring VOSA’s operating costs are optimised.

The preference would be to deliver all tests through ATFs, but at this stage it is not known whether
ultimately there may be a need to retain a small number of VOSA operated sites as a safety net to cover
areas of the country which may be less attractive to commercial operators. Work is required to confirm
the need for some form of safety net once market appetite for ATFs has been established, but this will take
some time.

Q2: How many test sites do you expect VOSA to own by 2015 and 2020 respectively?

Response: The precise timetable and metrics for delivery of the objectives of testing transformation is
currently subject to review and will be confirmed in the VOSA 2010/11 Business Plan, to be published in
April 2010. In general terms, we expect that VOSA testing stations will by 2015 be progressing towards
the “safety net” level mentioned above which is required to ensure testing coverage in remote
geographical areas where it might not be feasible for commercial ATFs to operate. There is no pre-
conception on the exact number of sites falling into this category. By 2020 we would hope the testing
estate to be at the safety net level, with VOSA only retaining facilities where it has proven impossible to
offer alternative private sector testing in that locality.

Q3: You emphasise the link between private sector involvement and test fees. Can you give us an
assurance that there will be no further above-inflation increases in test fees before a significant and
demonstrable improvement in the number and flexibility of test slots has occurred?

Response: The overall purpose of the VOSA testing task is to ensure safety standards are met, whilst
providing high quality service to customers at an acceptable charge which reflects the true cost of its
services and covers its overall costs through fees.

VOSA is in the process of completing its financial plans that will put the agency onto a much firmer
financial footing and see it out of deficit within 7 years. These plans balance minimising any increase in
fees with carrying out the Testing Transformation Programme (TTP) restructuring and minimising
investment in the agency's estate. As tests move to private sector ATF premises, the need for VOSA to
modernise its own testing estate diminishes and this should ease upward pressure on testing fees.

Monitoring of Bus Reliability and Punctuality

Q4: How many FTE staff does VOSA deploy to the task of supporting Traffic Commissioners in
monitoring the reliability and punctuality of PSVs?

Q5: Are there any plans to alter this number over the next two years?
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Response: The Vehicle and Operator Services Agency (VOSA) currently deploys 19 bus compliance
officers and two bus compliance managers to support the Traffic Commissioners in enforcing bus
punctuality. The Department for Transport funds 13 of the bus compliance officers (10 in England, 2 in
Scotland and 1 in Wales) and the two bus compliance managers. The Scottish Executive and the National
Assembly for Wales fund a further 4 and 2 officers respectively. A further bus compliance officer post is
currently being recruited which will bring the total to 20.

Q6: How many times over the past twelve months have the Traffic Commissioners penalised
operators for failing to operate services in accordance with the registered particulars? How many of
these resulted in financial penalties and restrictions on an operator’s license respectively?

Q7: How many operators were affected were penalised in this twelve month period?

Response: For the period 1 November 2008 to 31 October 2009, the Traffic Commissioners called 37
operators to public inquiries into whether operators had failed to run services in accordance with the
registered particulars. These resulted in 25 operators receiving financial penalties, with fines totalling
£122,150" and 9 operators having restrictions placed on their licence. Of these, 8 also had a financial
penalty imposed.

Q8: How do you expect the revised punctuality performance regime that is being developed to be
enforced?

Response: In terms of the enforcement of the revised punctuality performance regime, the details are still
being finalised. However, the intention is that the new regime will complement the Traffic
Commissioners' enhanced enforcement powers, where for the first time they will be able to hold local
authorities to account for their contribution to poor performance. Whilst there will be a continued role
for targeted observational work, there will be a need for an increased level of joint working with local
authorities and operators. Decisions on the future level and type of resources allocated to buses, including
staffing levels, will be taken in due course once the details of the new regime have been finalised.

1. this may not be the final figure paid into the general fund as operators have the right to appeal to the Transport Tribunal against the
decision of the Traffic Commissioner and the Tribunal can reduce the level of fine or cancel it completely.
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Appendix 2: DfT Memoranda on Estimates and
Supplementary Estimates

Spring Supplementary Estimate 2008-09

Introduction

The Department for Transport Spring Supplementary Estimate for 2008-09 seeks the necessary resources
and cash to support the functions of the Department for Transport, Highways Agency, Driver and Vehicle
Licensing Agency, Maritime and Coastguard Agency, Driving Standards Agency, Vehicle and Operator
Services Agency, Vehicle Certification Agency, Government Car and Despatch Agency; and to support
the construction of venues and infrastructure related to the 2012 Olympics. These are continuing
functions from the Main Estimates.

The purpose of this Memorandum is to provide the Select Committee with an explanation of how the
resources and cash sought in the Spring Supplementary Estimate will be applied to achieve departmental
strategic objectives and Public Service Agreement (PSA) targets. This includes information on
comparisons with the resources provided in earlier years in Estimates and departmental budgets, and may
also refer to future financial plans.

The overall changes in provision sought in this Supplementary Estimate of £+8,244,816,000 Resource and
£-152,875,000 Capital relate primarily to:

Resource:

e Increase associated with implementation of Financial Reporting Standards of £8,014,377,000 (lines
C, M, AF and AG);

e Take-up of End Year Flexibility of £11,200,000 (line T);

e Transfer of £150,875,000 from capital to capital grants (lines M and V);

e Increase of £200,000,000 in Annually Managed Expenditure (line AA).

e Net transfer to non voted provision of £131,581,000 (across lines F, ], L, M, T, X and Y) including
a net transfer of £127,282,000 from the Departmental Unallocated Provision (lines J, M and T);
and

e Transfer to the Department for Innovation, Universities and Skills of £55,000 (line T).
Capital

e Transfer of £150,875,000 from capital to capital grants (lines L, P, Q, R and U); and

e Transfer to non voted of £2,000,000 (line C).

An explanation of key terms used in the memorandum is provided at Annex A.
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SUMMARY OF THE MAIN SPENDING CONTROL FIGURES CONTAINED IN THE ESTIMATE

Voted provision
The Supplementary Estimate provides for a 54.19% increase in voted resource:

e Net Resource Requirement (NRR) of £8,244,816,000
e Net Cash Requirement (NCR) of £0

Budgetary data

The changes to key budgetary figures are:

Resource Departmental Expenditure Limit £473,863,000
Of which:
Near Cash £ 14,945,000
Non Cash £458,918,000
Administration budget £ 11,200,000
Programme £462,663,000

The increase is funded by :
e Take-up of End Year Flexibility of £11,200,000 to meet administrative pressures;
e an agreed increase of £462,718,000 from Treasury for the implementation of Financial Reporting
Standards (FRS); partially offset by
e a net transfer of £55,000 to the Department for Innovation, Universities and Skills for
Government Skills.

Capital Departmental Expenditure Limit £0

Whilst there is no overall change in Capital DEL, a total of £227,060,000 has been transferred from Non
Voted to Voted, incorporating:

e A net £232,160,000 take-up of DUP (consisting of £258,060,000 capital grants for Railways’
Network Grants partially offset by a transfer into the DUP of £25,900,000 Olympics underspend
for use on this programme in future years); partially offset by

e A transfer of £5,100,000 to the shared services transformation project from headroom in other
transport grants (£3,200,000) and aviation services, transport security and royal travel
(£2,000,000).

Departmental Unallocated Provision
Use of the Departmental Unallocated Provision (neutral in its impact on the DEL Budget)
is described in the table on page 5.

Annually Managed Expenditure £200,000,000
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The increase in voted AME forecast relates to an upward adjustment to FRS 17 provision for the British
Rail pension fund.

Non Budget £7,551,659,000
The increase of £7,551,659 relates to the opening value of government guarantees as a result of the
implementation of FRS 26 in respect of London and Continental Railways (£5,220,000,000), Network

Rail’s Debt Issuance Programme (£2,327,659,000) and Air Travel Trust (£4,000,000). More details are
provided in the Notes to the Estimate for “Changes In Accounting Policy” and “Contingent Liabilities”.

DEPARTMENTAL UNALLOCATED PROVISION 2008-09 (£°000)

Estimate Item Near Non Capital
Cash Cash
Main OPENING DUP 32,137 77,515 328,622
Winter Utilisation of Voluntary Early Retirement provision -9,100 9,100
Supplementary | (non voted)
Heavy Goods Vehicle enforcement works -3,800 -1500
(line Q)
Rail to reflect net subsidy payable to Train -2,559
Operating Companies (line M)
Continuous Insurance enforcement (line P) -2,500
Freight Grants (line O) -2,000
Bus Passenger Champion (line X) -1000
Travel & Transport Direct government franchise -200
(line P)
Central administration for transfer to the Office of -45
Government Commerce (line T)
Central administration for transfer to the Cabinet -40
Office (line T)
Humber Bridge cost of capital charges (line H) -11,600
British Transport Police Authority (non voted) -7,500
Highways Agency schemes (line L) -10,300
Cycling (line Y) -6,000
Blue Badge Scheme (line U) -2,000
Air Accident Investigation Branch (line D) -200
TAKE UP IN WINTER SUPPLEMENTARY -21,244 | -10,000 -20,000
BALANCE AFTER WINTER SUPPLEMENTARY 10,893 67,515 308,622
Spring From Rail headroom (line M) to meet pressures 104,928
Supplementary | slipped into 2009-10
Central administration (line T) -50
Reduced utilisation of provision (non voted) -1000
Capital Rail pressures (line M) -258,060
From Olympics (line J) 25,900
TAKE UP IN SPRING SUPPLEMENTARY 104,878 -1000 | -232,160
BALANCE AFTER SPRING SUPPLEMENTARY | 115,771 66,515 76,462
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DETAILED EXPLANATION OF CHANGES IN PROVISION SOUGHT IN THE SUPPLEMENTARY

ESTIMATE AND IMPLICATIONS FOR BUDGETS

Element Estimate (£'000) DEL Budget (£'000)
Resource | Capital Resource | Capital
MOVEMENTS IN PROVISION RELATED TO DEL
Take-up of End Year Flexibility

e Central Administration (near cash) 11,200 11,200
Total End Year Flexibility 11,200 11,200
Agreed Budget Increase:

e FRS implementation (non cash) 462,718 462,718
Total Agreed Budget Increase 462,718 462,718
Transfers to other government departments

e Dept for Innovation, Universities and Skills for Government -55 -55

Skills (near cash)
Total transfers to/from other government departments -55 -55
Transfers from/to Departmental Unallocated Provision (DUP)

o Network Grants (capital grants) 258,060

e Central Administration (near cash) 50

e Support construction of venues and infrastructure related to -25,900

the Olympic Games (capital grants)
e Railways (near cash) -104,928
Total transfers from Departmental Unallocated Provision (DUP) 127,282
Other transfers from/to non voted (excl DUP)
e Highways Agency, offset by increased CFERs (near cash) 15,737
e Bus Passenger Champion from Other transport grants -500
(near cash)

e Write-back of Voluntary Early Retirement provision (non -2,500
cash)

e Shared Services Transformation Project from Other -3,100
transport grants (capital grants)

e Driver and Vehicle Licensing Agency from Cleaner Fuels & -4,045
Vehicles (near cash)

e Driver and Vehicle Licensing Agency from Railways (near -12,455
cash)

e London & Continental Railways from Railways (near cash) -252,000

e Shared Services transformation project from Aviation -2,000

services, transport security and royal travel (near cash)
Total other transfers from non voted (excl DUP) -258,863 -2,000
Transfers from capital expenditure to capital grants

o Network Grants from Highways Agency 120,000 | -120,000

e Area Based Grants from Highways Agency for de-trunking 8,836 -8,836

e Network Grants from the Vehicle and Operator Services 8,000 -8,000

Agency
e Network Grants from Transformation, Licensing, Logistics 7,339 -7,339
& Sponsorship
e Network Grants from the Driving Standards Agency 6,200 -6,200
e Network Grants from Research, statistics, publicity & 500 -500
consultancies for roads and local transport
Total transfers from capital expenditure to capital grants 150,875 | -150,875
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Total Movements in Provision Related to DEL 493,157 | -152,875 473,863

MOVEMENTS IN PROVISION RELATED TO AME

e  British Rail pension fund (non cash) 200,000

Total movements in provision related to AME 200,000

MOVEMENTS IN PROVISION RELATED TO NON BUDGET

e FRS implementation (non cash) 7,551,659
Total movements in provision related to non budget 7,551,659
TOTAL 8,244,816 | -152,875 473,863

* Note: capital grants appear in column 3 of the Estimate but are
treated as capital in the budget.

Significant Non Voted Changes
Non voted budget provision has increased by £360,641,000 for resource and reduced by £227,060,000 for capital.

The resource increase largely reflects a transfer of £369,383,000 from rail headroom to London and Continental
Railways (£252,000,000); to cover a shortfall in Driver and Vehicle Licensing Agency receipts (£12,455,000); and to
the departmental unallocated provision to respect of programme slippage into 2009-10. This is partially offset by a
net decrease of £8,742,000 including £15,737,000 use of CFER receipts by the Highways Agency.

The capital decrease largely reflects a transfer from departmental unallocated provision to Network rail capital
grants (£258,060,000). This is partially offset by a transfer into the departmental unallocated provision of
£25,900,000 for the Olympics and £5,100,000 from headroom on voted programmes to the shared services
transformation project.

DETAILED EXPLANATION OF CHANGES BY ESTIMATE SECTION

Section A - Ports and shipping services (+£0.250m resource)
£0.250m near cash resource transferred from Aviation services, transport security and royal travel (Section C) to
meet pressures for work carried out by the Maritime and Dangerous Goods Directorate.

Section B - Maritime and Coastguard Agency (neutral change)

£1m increase in expenditure, fully offset by an increase in appropriation-in-aid receipts.

Section C - Aviation services, transport security & royal travel (-£2.418m resource and -£2.000m capital)

e £0.250m near cash resource transferred to Ports and shipping services (Section A) for work on Maritime
and Dangerous Goods.

e £2.168m decrease in non cash resource to reflect the revised accounting treatment of changes in fair values
for Air Travel Trust Fund arising from the implementation of Financial Reporting Standards 25 & 26.

e A £2.000m reduction in capital transferred to non voted provision, of which £1.500m is surrender of
unused allocation for vehicle access at train stations and £0.500m transfer to the Cabinet Office for security
measures not going ahead.

Section F - Cleaner Fuels and Vehicles (-£10.000m resource)
£5.955m near cash resource transferred to Central Administration (Section T) for the Shared Services
Transformation Project and £4.045m near cash resource to the Non Voted Driver and Vehicle Licensing Agency to

cover a shortfall in receipts.
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Section G — Bus Service Operator Grant (+£3.446m resource)
£2.946m near cash resource transferred from Area Based Grants (Section V) to part cover pressures arising from
increased fuel duty and £0.500m from Other transport grants (resource) (Section X) for Bus Fuels Grant.

Section I — Accessibility and Equalities (+£2.400m resource)

£0.400m near cash resource transferred from Central Administration (Section T) for the Disabled Persons
Transport Advisory Committee and £2.000m capital grant transferred from Research, statistics, publicity and
consultancies & other services for roads and local transport (Section U) for the Blue Badge scheme.

Section | — Support construction of venues and infrastructure related to the Olympic Games (-£25.900m capital

grants )

£25.900m capital grant has been transferred at the request of Treasury to the Departmental Unallocated Provision
to bring the budget in line with the forecast spend.

Section L — Highways Agency (+£6.369m resource; -£128.836m capital)

e £9.368m near cash resource has been transferred to Area Based Grant (Section V) for de-trunking.

e Anincrease of £15.737m in near cash resource to cover work on the Strategic Road network, fully offset by
an increase in CFER receipts arising from interest receivable on a subordinated loan, which was not
included at the time of setting the Main Estimate

e £8.694m near cash resource increase in expenditure, fully offset by an increase in appropriation-in-aid
receipts

e £128.836m reduction in capital provision comprises of £8.836m transferred to Area Based Grant (Section
V) for de-trunking and £120.000m headroom to Railways (Section M) for Network Grant

e £6.5m increase in capital expenditure fully offset by an increase in non-operating appropriations-in-aid
receipts from disposal of assets.

Section M - Railways (+£215.202m resource)
e £258.060m capital grant take-up of the Departmental Unallocated Provision for Network Grants;

e £164.886m increase in non cash resource to reflect the revised accounting treatment of changes in fair
values for Network Rail’s Debt Issuance Programme arising from the implementation of FRS 25 and 26;
e A total of £46.600m capital grants transferred in from headroom in various Sections for Network Grants:
» £2.500m from Freight Grants (Section O)
»  £4.000m from Area Based Grant (Section V)
» £40.100m from Other transport grants (capital) (Section Y);
e A further £142.039m headroom in capital grants has been transferred from capital expenditure for Network
Grants:
£120.000m from the Highways Agency (Section L)
£7.339m from Transformation, Licensing, Logistics & Sponsorship (Section P)
£8.000m from the Vehicle and Operator Services Agency (Section Q)
£6.200m from the Driving Standards Agency (Section R)
£0.500m from Research, statistics, publicity & consultancies for roads and local transport (Section
U);
e £27.000m headroom in near cash resource transferred to GLA Transport grants (resource) (Section W) for
increased support to be paid to the GLA;
e  £264.455m near cash resource transferred to Non Voted for London & Continental Railways (£252.000m)
and the Driver and Vehicle Licensing Agency to cover a shortfall in receipts (£12.455m);

YVVVVY

e Anincrease of £208.215m near cash resource expenditure fully offset by an increase in appropriation-in-aid
receipts; and finally
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£104.928m near cash resource transferred to the Departmental Unallocated Provision to meet slippage into
2009-10.

Section O — Freight Grants (-£2.500m capital grant)
£2.500m capital grant headroom has been transferred to Railways (Section M) for Network Grant.

Section P — Transformation, Licensing, Logistics & Sponsorship (-£7.339m capital)

£7.339m capital headroom has been transferred to Railways (Section M) for Network Grants.

Section Q - Vehicle & Operator Services Agency trading fund (-£8.000m capital)

£8.000m capital headroom has been transferred to Railways (Section M) for Network Grants.

Section R - Driving Standards Agency (-£6.200m)

£6.200m capital headroom has been transferred to Railways (Section M) for Network Grants.

Section T — Central Administration (+£14.250m resource)

End Year Flexibility take-up of £11.200m administrative near cash to cover Radio Spectrum (£0.155m),
British Airports Authority’s Report (£3.000m) and the remainder to meet other administrative pressures
(£8.045m)

£5.955m near cash resource transferred from Cleaner Fuels and Vehicles (Section F) for the Shared Services
Transformation Project

£0.050m near cash resource take-up of the Departmental Unallocated Provision to help meet
administrative pressures

£0.055m near cash resource transferred to the Department for Innovation, Universities and Skills for
Government Skills

£0.400m near cash resource transferred to Accessibility and Equalities (Section I) for the Disabled Persons
Transport Advisory Committee

£2.500m non cash resource transferred to Non Voted for the write-back of Voluntary Early Retirement
provision

Reclassification within the Administration Budget of £3.800m from non cash to near cash resource to meet
administrative pressures.

Section U - Research, statistics, publicity & consultancies and other services for roads and local transport (-

£2.000m resource; -£0.500m capital)
£2.000m capital grant transferred to Accessibility and Equalities (Section I) for the Blue Badge scheme and £0.500m
capital headroom to Railways (Section M) for Network Grants.

Section V — Area Based Grants (+£9.970m resource & capital grants)

£9.368m near cash resource and £8.836m capital expenditure transferred from Highways Agency (Section
L) for de-trunking

£2.946m near cash resource transferred to Bus Service Operator Grant (Section G) to part cover pressures
arising from increased fuel duty

£4.000m capital grant headroom transferred to Railways (Section M) for Network Grants

£1.288m capital grant headroom transferred to Other transport grants (capital) (Section Y) in respect of the
Industrial Development Act Grants.

Section W - GLA transport grants (resource) (+£27.000m resource)

£27.000m near cash resource transferred from Railways (Section M) for increased support to be paid to the GLA.
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Section X — Other transport grants (resource) (-£1.103m resource)

£0.500m near cash resource transferred to Bus Service Operator Grant (Section G) for Bus Fuel Grant and a further
£0.500m to Non Voted for Bus Passenger Champion. £0.103m capital grant has been switched to Other transport
grants (capital) (Section Y) for Transport Statistics Road.

Section Y — Other transport grants (capital) (-£41.809m resource — capital grants)
e  £40.100m capital grant headroom transferred to Railways (Section M) for Network Grants
e £3.100m capital grant headroom transferred to Non Voted for the Shared Services Transformation Project

e £1.288m capital grant transferred from the de-trunking element of Area Based Grant (Section V) in respect
of the Industrial Development Act

e £0.103m capital grant transferred from Other transport grants (resource) (Section X) for Transport
Statistics Road

Section AA - Railways and other expenditure (+£200.000m resource)
£200.000m increase in non cash resource FRS17 provision for the British Rail pension fund

Section AF - Financial Instruments (+£7,551.659m resource)

A new Non Budget Section has been created for a total of £7,551.659m non cash resource to reflect the opening
values of financial guarantees in respect of London & Continental Railways (£5,220m), Network Rail’s Debt
Issuance Programme (£2,327.659m) and Air Travel Trust Fund (£4.000m) arising from the implementation of FRS
25 and 26.

Section AG — London and Continental Railways (+£300.000m resource)
A new DEL Section has been set up for £300.000m non cash resource in respect of changes in fair values relating to
the assets arising from the implementation of FRS 25 and 26

IMPACT ON PUBLIC SERVICE AGREEMENT (PSA) TARGETS

The changes in this Spring Supplementary Estimate are being made in order to bring funding into line
with the latest programme requirements, or to reallocate funding which has proved to be surplus to
programme requirements in 2008-09. In general, these changes should not impact significantly on
delivery of PSA targets. However, the Spring Supplementary Estimate proposes changes to reflect the
opening value of FRS 26 government guarantees (£7,551,659,000) with changes in their fair value
(£462,718,000) and these have been included in the resource column of the table below as follows:

DSO 1: opening value of £3,776,710,000 and change in fair value of £+230,882,000
DSO 2: opening value of £640,000 and change in fair value of £-347,000
DSO 3: opening value of £480,000 and change in fair value of £-260,000
DSO 4: opening value of £3,773,829,000 and change in fair value of £+232,443,000
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Resource
(incl capital Are in pursuit of Departmental
Sections grants) Capital Strategic Objective (DSO) Which supports PSA target “:
£'000s £'000s
All of: A,B, H, T, Z, AA, 1 1 7 111 To sustain economic growth | Deliver reliable and efficient transport
AC, AD; 5’353’ 83 30 ’96 and improved productivity through | networks that support economic
Part of: C, K, L, M, U, W, reliable and efficient transport | growth
X, Y. networks
All of: E, F, G; 2. To improve the environmental
Part of: L, M, N, U, W, X, 2,342,271 25,847 performance of transport and
Y. tackle climate change.
Allof: D,0O,P,Q,R, S, V, 1.321.280 863.990 3. To strengthen the safety and
AB; ! ! ! security of transport.
Part of: C, L, M, N, U, X,
Y.
All of: 1, J; 4. To enhance access to jobs
Part of: K, M, U, X. 4,441,854 0 and social networks, including for
the most disadvantaged.
Total 23,458,589 | 1,197,798
Note:

1

The Department for Transport’s PSA covers the contribution that transport makes to economic growth

although the Department’s broad range of transport policy is covered by (a) its full set of DSOs and (b)
additional PSAs, led by other departments, under the new framework.

DEPARTMENTAL EXPENDITURE LIMIT

The DEL expenditure for the financial years since 2005-06 is set out in the table below:

Previous years’ expenditure against Departmental Expenditure Limits (£'m)
Year DEL Budget QOutturn Variance %
Resource
2005-06 6,036 5,614 -422 -71%
2006-07 7,787 7,519 -268 -3%
2007-08 6,897 6,800 -97 -1%
Capital
2005-06 6,564 6,495 -69 -1%
2006-07 6,684 6,501 -183 -3%
2007-08 7,185 7,052 -133 -2%
Total
2005-06 12,600 12,109 -491 -4%
2006-07 14,471 14,020 -451 -3%
2007-08 14,082 13,852 -230 -2%
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The changes to the DEL for 2008-09 are set out in the following table:

Changes to the Departmental Expenditure Limit in 2008-09 £'000
Non-

Voted voted Total DEL
Resource
Main Estimate 5,905,563 449,947 6,355,510
Change announced with Winter Supplementary Estimate 24,941 -24,314 627
Change announced with Spring Supplementary Estimate 113,222 360,641 473,863
Total resource Departmental Expenditure Limit 6,043,726 786,274 6,830,000
Capital
Main Estimate 6,045,080 1,248,111 7,293,191
Change announced with Winter Supplementary Estimate 88,338 -98,300 -9,962
Change announced with Spring Supplementary Estimate 227060 -227060 0
Total capital Departmental Expenditure Limit 6,360,478 922,751 7,283,229
Less depreciation at start of year * -367,765 -25,092 -392,857
Less change in depreciation at Winter Supplementary Estimate * 0 -7,500 -7,500
Less change in depreciation at Spring Supplementary Estimate * -485,133 0 -485,133
Total depreciation -852,898 -32,592 -885,490
Total Departmental Expenditure Limit 11,551,306 1,676,433 13,227,739
* Depreciation, which forms part of resource DEL, is excluded from the total DEL since capital DEL
includes capital spending and to include depreciation of those assets would lead to double counting.

END YEAR FLEXIBILITY

The department's EYF has been accumulated by underspends in previous years. The department uses its
EYF to fund ongoing programmes where slippages have occurred and for the management of unbudgeted
pressures which arise.

(of
Total which
Administration Other Resource  Near  Capital | £m
End Year Flexibility costs Resources DEL Cash) DEL | Total
Adjustment for 2006-07 final outturn 0 1 1 2 0 1
2007-08 EYF not taken up 50 18 68 20 4 72
2007-08 underspend 12 85 97 9 133 230
Reduction for Reserve claim 0 0 0 0 -69 -69
Transfer to DCLG for CIF* 0 0 0 0 -20 -20
Entitlement 62 104 166 31 48 214
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EYF drawdown in winter

supplementary estimates 0 0 0 0 0 0
EYF drawdown in spring

supplementary estimates 11 0 11 11 0 11
Balance of accumulated end year

flexibility 51 104 155 20 48 203
Of which ringfenced: 0 0 0 0 0 0

* Communities Investment Fund

ADMINISTRATION BUDGET

The Administration Budget and outturn for the financial years since 2005-06 is set out in the table
below:

Administration Budget (previous years)

£m
Year Budget Outturn* Variance %
2005-06 * 269.923  255.226 -14.697 5.4%
2006-07 * 263.170  243.426 -19.835 7.5%
2007-08 294.526  282.328 -12.198 4.1%

* 2005-06 and 2006-07 outturn exclude £+51.957m and £+37.986m respectively of reclassification between
administration and programme of consultancy and Transport Security expenditure included in 2007-08 outturn.

Changes to the Administration budget in 2008—-09 (current year) £'000

Limit
Main Estimate 281,622
Change announcement with Winter Supplementary Estimate 304
Change announcement with Spring Supplementary Estimate 11,200
Administration Budget 293,126

The £11,200,000 increase in the Spring Supplementary Estimate reflects take up of End Year Flexibility
for; British Airports Authority Report (£3,000,000); additional rent costs for Great Minster (£3,000,000);
buy out of a lease (£1,500,000); Radio Spectrum costs (£155,000);and other administration pressures
(£3,545,000) .
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Winter Supplementary Estimate 2008-09

Introduction

The Department for Transport Winter Supplementary Estimate for 2008-09 seeks the
necessary resources and cash to support the functions of the Department for Transport,
Highways Agency, Driver and Vehicle Licensing Agency, Maritime and Coastguard
Agency, Driving Standards Agency, Vehicle and Operator Services Agency, Vehicle
Certification Agency, Government Car and Despatch Agency; and to support the
construction of venues and infrastructure related to the 2012 Olympics. These are
continuing functions from the Main Estimates.

The purpose of this Memorandum is to provide the Select Committee with an
explanation of how the resources and cash sought in the Winter Supplementary
Estimate will be applied to achieve departmental strategic objectives and Public Service
Agreement (PSA) targets. This includes information on comparisons with the resources
provided in earlier years in Estimates and departmental budgets, and may also refer to
future financial plans.

The changes in provision sought in this Supplementary Estimate relate primarily to:

Resource:

e An increase in Greater London Authority grant to cover the reinstatement of
Transport for London borrowing costs in respect of Metronet (£7,080,000 on
line W) and a payment to Transport for London for costs relating to Metronet
deferred from 2007-08 due to later than anticipated exit from administration
(£157,500,000 on line AD)

e Transfer from non voted provision of £112,114,000 including take up of
Departmental Unallocated Provision (£23,744,000 across lines H, M, O, P, Q, T,
and X );

e Net transfer to other government departments of £-16,415,000 (lines M and T)

e Reduction in Highways Agency impairments (-£200,000,000 on line Z); and

e Net increase for other resource changes of £3,721,000.

Capital
e Transfer from non voted Departmental Unallocated Provision for the Highways
Agency (£10,300,000 on Line L); and the Air Accident Investigation Branch
(£200,000 on line D); partially offset by
e repayment of capital loan from the British Transport Police Authority (-
£1,500,000 on line AC).

An explanation of key terms used in the memorandum is provided at Annex A.
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SUMMARY OF THE MAIN SPENDING CONTROL FIGURES CONTAINED IN
THE ESTIMATE

Voted provision
The Supplementary Estimate provides for a 0.42% increase in voted resource:

e Net Resource Requirement (NRR) of £64,000,000
e Net Cash Requirement (NCR) of £286,013,000

Budgetary data

The changes to key budgetary figures are:

Resource Departmental Expenditure Limit £627,000
Of which:
Near Cash £ 627,000
Non Cash £ 0
Administration budget £ 304,000
Programme £ 323,000

The increase in Resource DEL is funded by:

e an agreed increase of £7,080,000 from Treasury for additional Greater London
Authority grant to cover the reinstatement of Transport for London borrowing
costs in respect of Metronet; partially offset by

e anet transfer of £6,453,000 to other government departments.

There is also a further take-up of Resource DUP of £31,244,000, though this is
not an increase in overall DEL, as follows:

e £23,744,000 (excluding £9,500,000 capital grants) voted use of DUP is described
in the table on page 5.

e In addition there is non voted use of the DUP for the British Transport Police
Authority (£7,500,000).

Capital Departmental Expenditure Limit -£9,962,000

The decrease in Capital DEL reflects a transfer to the Scottish Executive in respect of
indexation costs of rail services transferred to Scotland.

There is also a take up of Capital DUP of £20,000,000 (including £9,500,000 capital
grant) as described in the table on page 5.
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Annually Managed Expenditure -£192,399,000
The decrease in voted AME forecast relates to the Highways Agency reduced level of
impairments (-£200,000,000) partially offset by an increase in use of rail provisions
(+£7,601,000)

DETAILED EXPLANATION OF CHANGES IN PROVISION SOUGHT IN THE
SUPPLEMENTARY ESTIMATE AND IMPLICATIONS FOR BUDGETS

Element Estimate (£'000) Budget (£'000)
Resource | Capital | Resource | Capital
MOVEMENTS IN PROVISION RELATED TO DEL
Agreed Budget Increase:
e Anincrease in Greater London Authority grant to cover the 7,080 7,080
re-instatement of Transport for London's borrowing costs in
respect of Metronet (near cash grant)
Total Agreed Budget Increase 7,080 7,080
Transfers to/from other government departments
e From Cabinet Office for Parliamentary Counsel costs (near 313 313
cash administration)
e From Communities and Local Government for staff costs 36 36
(near cash administration)
e To Cabinet Office for Government Security Zone -40 -40
management (near cash resource)
e To the Office of Government Commerce for Sustainable -45 -45
Procurement (near cash admin)
e To Scottish Executive for Access for All Works in Scotland -769 -769
(near cash grant)
e To Scottish Executive for indexation costs on Scottish Rail -5,948 -5,948
Services (near cash grant)
e To Scottish Executive for indexation costs on Scottish Rail -9,962 -9,962
Services (capital grant)*
Total transfers to/from other government departments -16,415 -6,453 -9,962
Transfers from Departmental Unallocated Provision (DUP)
e Humber bridge cost of capital charges (non cash other 11,600
current)
e Highways Agency schemes (capital) 10,300
e Cycling (capital grants)* 6,000
e Heavy Goods Vehicle enforcement works (near cash other 3,800
current)
e Rail to reflect net subsidy payable to Train Operating 2,559
Companies (near cash other current)
e Continuous Insurance enforcement (near cash other 2,500
current)
e Freight grants (near cash grants) 2,000
e Blue Badge Scheme (capital grants)* 2,000
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e Heavy Goods Vehicle enforcement works (capital grants)* 1,500
e Bus Passenger Champion (near cash grants) 1,000
e Travel & Transport Direct government franchise (near cash 200
other current)
e Air Accident Investigation Branch (capital) 200
e Central Administration (near cash admin) for transfer to the 45
Office of Government Commerce
e Central Administration (near cash other current) for transfer 40
to the Cabinet Office
Total transfers from DUP 33,244 10,500
Other transfers from non voted provision (excl DUP)
e Increase grants to London Underground Limited (capital 75,000
grants) *
e To Rail for Network Grant indexation from British Transport 3,300
Police Authority (capital grants) *
e To Rail for Scottish Executive (near cash other current) 580
e To reflect utilisation of CTRL provisions (near cash other -10
current)
Total other transfers from non voted (excl DUP) 78,870
Total Movements in Provision Related to DEL 102,779 10,500 627 -9,962
MOVEMENTS IN PROVISION RELATED TO AME
e Increase in Rail provision for Channel Tunnel Rail Link 7,601
pensions (non cash other current)
e Reduction to reflect level of Highways Agency impairments -200,000
(non cash other current)
Total movements in provision related to AME -192,399
MOVEMENTS IN PROVISION RELATED TO NON BUDGET
e Grant payment to Transport for London for Metronet 157,500
e Reduced grant in aid to the British Transport Police -6,580
Authority
e Increased grant-in-aid to the Rail Passenger Council 2,700
e Repayment of a capital loan from the British Transport -1,500
Police Authority
e Grant payment to Cross London Rail Links Ltd 6,525
e Cross London Rail Links Ltd — repayment of Contingencies -6,525
Fund Advance
Total movements in provision related to non budget 153,620 -1,500
TOTAL 64,000 9,000 627 -9,962

* Note: capital grants appear in column 3 of the Estimate but are
treated as capital in the budget.

Significant Non Voted Changes

Non voted budget provision has reduced by £122,614,000 (of which £43,744,000 is from the take
up of Departmental Unallocated Provision) as detailed above.
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DETAILED EXPLANATION OF CHANGES BY ESTIMATE SECTION

Section A - Ports and shipping services (-£1.900m resource)

The change reflects a near cash transfer of £1.400m to the Maritime and Coastguard Agency
(Section B) to cover uptake on the Crew Relief Scheme; and the reallocation to other priorities of
£0.500m near cash headroom in the original budget for the Crew Relief Scheme (Section C).

Section B - Maritime and Coastguard Agency (+£1.400m resource)
A near cash increase for administering the Crew Relief Scheme provided by a transfer from
Section A. The scheme subsidises the cost of operating with British seafarers by meeting part of
the expense of relieving these crews in distant ports. It applies to both officers and ratings, and
supports seafarers under training as well as those whose jobs are most at risk because of high
repatriation costs, and the availability of cheaper foreign seafarers.

Section C - Aviation services, transport security & royal travel (+£0.500m resource)

A near cash increase for work to audit radio spectrum use across DfT and to assess the impact
on DfT and on the aviation and maritime industries of the OfCom proposals for Radio
Spectrum pricing; provided by a transfer from Section A.

Section D — Accident Investigation Branches (+£0.200m capital)

Take up of capital Departmental Unallocated Provision to the Air Accident Investigation
Branch for additional hangar refurbishment work.

Section H — Tolled River Crossings (+£11.600m resource)

Take up of non cash Departmental Unallocated Provision for the proportion of the Humber
Bridge’s cost of capital charges being met by central government following the reduction in the
interest rate charged on the Bridge’s debt.

Section K — Commission for Integrated Transport and Transport Direct (+£0.255m resource)
Near cash transfer from Section T for Transport Direct.

Section L — Highways Agency (+£10.300m capital)

Increase of £1.477m for administration and £57.695m near cash offset by additional fees and
charges income and recoveries from third parties. Take up of £10.3m capital Departmental
Unallocated Provision for Highway Agency capital schemes.

Section M - Railways (-£6.588m resource; +£68.338m capital grants)

e £2.559m near cash resource to reflect the forecast net subsidy required by franchised
train operating companies, funded by a transfer from the Departmental Unallocated
Provision;

e £0.580 near cash resource to reflect the forecast subsidy payable to franchised train
operators in respect of services provided in Scotland, transferred from non-voted near
cash;

e -£0.010m near cash resource in respect of non-voted utilisation of provisions made for
the Channel Tunnel Rail Link;

e -£0.769m near cash resource transferred to the Scottish Executive for the Access to All
scheme;
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e -£3.000m near cash resource transferred to Other transport grants (resource) (Section
X) to fund train services provided through Passenger Transport Executives, reflecting
subsidy requirements for 2008-09;

e -£5.948m near cash resource transferred to the Scottish Executive to reflect the impact
of indexation following transfer of Scottish rail services in 2007-08;

e £75.000m capital grant to fund investment in London Underground Ltd funded by the
non voted sale proceeds of land at Stratford by London and Continental Railways;

e £3.300m increase in capital grant to Network Rail (Network Grant) to fully reflect the
impact of indexation since the CSR07 settlement, transferred from non voted capital;

e  -£9.962m capital grant transferred to the Scottish Executive to reflect the impact of
indexation following transfer of Scottish rail services in 2007-08; and

e £283.562m income previously scored as negative expenditure has been re-classified as
appropriations-in-aid.

Section N - Government Car & Despatch Agency (-£0.196m resource)
£0.024k non cash and increased administration appropriations in aid of £0.172m transferred to
Central Administration Section T

Section O — Freight Grants (+£2.000m resource)
Take up of near cash Departmental Unallocated Provision for freight grants.

Section P — Transformation, Licensing, Logistics & Sponsorship (+£2.700m resource)
Near cash take up of Departmental Unallocated Provision for continuous insurance
enforcement (£2.500m) and Travel & Transport Direct government franchise (£0.200m).

Section Q — Vehicle & Operator Services Agency trading fund (+£5.300m resource)

£3.800m near cash and £1.500m capital grant take up of Departmental Unallocated Provision
for HGV enforcement works.

Section T - Central Administration (+£0.160m resource)

Of which £0.036m relates to transfer of a post from the Department for Communities and Local
Government in respect of Traffic Management; £0.040m and £0.045m from the take-up of
Departmental Unallocated Provision for subsequent transfers to the Cabinet Office (for the
Security, Monitoring and Co-ordination Centre) and the Office of Government Commerce (for
the Centre of Excellence for Sustainable Procurement) respectively. In addition, £0.313m
transferred from the Cabinet Office for the Department’s share of Parliamentary Counsel Office
costs.

£0.024k non cash; and £0.172k near cash additional expenditure supported by increased
administration appropriations in aid; both transferred from the Government Car and Despatch
Agency (Section N).

£-0.385m on the Interchange Scheme have been transferred to Transport Direct (£0.255k to
Section K); and Transport Analysis and Economics Bursary Scheme (£0.130m on Section U).

Section U — Research, statistics, publicity & consultancies and other services for roads and local
transport (+£2.130m resource)
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£2.000m take up of capital grant Departmental Unallocated Provision for the Blue Badge
Scheme to be used to help local authorities to identify lost, stolen and fake badges, thereby
improving enforcement. It will also improve the badge renewal process. £0.130m transfer from
Central Administration Section T for the Transport Analysis and Economics Bursary scheme.

Section W — GLA transport grants (resource) (+£7.080m resource)

HM Treasury agreed reinstatement of the abatement of TfL borrowing costs in respect of
Metronet that were not avoided in 2008-09 due to the delay in Metronet leaving administration
(see Section AD)

Section X — Other transport grants (resource) (+£4.000m resource)

£1.000m from the take up of near cash Departmental Unallocated Provision for Bus Passenger
Champion, a body which will champion the interests of bus passengers and was promised by
government in the context of the Local Transport Bill 2008. The £1million will enable it to start
work on developing a network of bus passengers and research so they can understand existing
and potential passenger priorities and advise decision makers. £3.000m near cash resource
transferred from Railways (Section M) for Train Operating Companies funded through
Passenger Transport Executive.

Section Y — Other transport grants (capital) (+£6.000m resource — capital grants)

Take up of £6.000m capital grant Departmental Unallocated Provision for Cycling, England to
increase the proportion of the previously announced £20m of funding to be spent on
infrastructure investment.

Section Z — Highways Agency (-£200.000m resource)
Reduction of non cash Annually Managed Expenditure as a consequence of revised forecasts in
respect of impairments.

Section AA - Railways and other expenditure (+£7.601m resource)
An increase of £7.601m in resource AME to reflect an utilisation of provisions for the Channel
Tunnel Rail Link.

Section AC - Grant in Aid funding of NDPBs & PCs (-£3.880m resource; -£1.500m capital)
A non budget resource increase of £2.700m for the Rail Passenger Council, partially offset by a

£6.580m reduction in the British Transport Police Authority’s requirement. £1.500m capital
receipt is in respect of the British Transport Police Authority’s repayment of a capital loan.

Section AD — Other Grants to GLA (+£157.500m resource)
Payment to Transport for London to replace borrowing that would have been undertaken by
Metronet if the company had not gone into administration and was delayed from 2007-08 due to

the time needed for Metronet to leave administration.

Section AE - Cross London Rail Links Ltd (neutral change)

£6.525m relating to the costs of utility diversion works related to Crossrail that were undertaken
prior to the Crossrail Bill receiving Royal Assent, offset by equivalent receipts from Cross
London Rail Links Ltd, of which £3.5m will be used to repay a Contingencies Fund advance
received in 2006-07.
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The changes in this Winter Supplementary Estimate are being made in order to bring
funding into line with the latest programme requirements, or to reallocate funding
which has proved to be surplus to programme requirements in 2008-09. In general,
these changes should not impact significantly on delivery of PSA targets.

LINKS TO OBJECTIVES AND PSA TARGETS

Resource (incl

Are in pursuit of Departmental

Sections capital grants) Capital Strategic Objective (DSO) ™ Which supports PSA target ™
£'000s £'000s
All of: A, B, H, T, Z, AA, 11.194 247 307.961 1. To sustain economic growth and |[Deliver reliable and efficient transport
AC, AD; ! ! ! improved  productivity  through [networks that support economic growth
Part of: C, K, L, M, U, W, reliable and efficient transport
X, Y. networks
All of: E, F, G; 2. To improve the environmental
Part of: L, M, N, U, W, X, 2,356,785 25,847 performance of transport and
Y. tackle climate change.
All of: D, O, P,Q,R, S, V, 1.331.038 1.016.865 3. To strengthen the safety and
AB; ! ! ! ! security of transport.
Part of: C, L, M, N, U, X, Y.
All of: 1, J; 4. To enhance access to jobs and
Part of: K, M, U, X. 331’703 0 social networks, including for the
most disadvantaged.
Total 15,213,773 | 1,350,673

Note:
1

The Department for Transport’s PSA covers the contribution that transport makes to

economic growth although the Department’s broad range of transport policy is covered by
(a) its full set of DSOs and (b) additional PSAs, led by other departments, under the new

framework.
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DEPARTMENTAL EXPENDITURE LIMIT

The DEL expenditure for the financial years since 2005-06 is set out in the table below:

Previous years’ expenditure against Departmental Expenditure Limits (£'m)
Year DEL Budget Outturn Variance %
Resource
2005-06 6,036 5,614 -422 -71%
2006-07 7,787 7,519 -268 -3%
2007-08 6,897 6,800 -97 -1%
Capital
2005-06 6,564 6,495 -69 -1%
2006-07 6,684 6,501 -183 -3%
2007-08 7,185 7,052 -133 -2%
Total
2005-06 12,600 12,109 -491 -4%
2006-07 14,471 14,020 -451 -3%
2007-08 14,082 13,852 -230 -2%
The changes to the DEL for 2008-09 are set out in the following table:
Changes to the Departmental Expenditure Limit in 2008—-09 £'000
Non-
Voted voted Total DEL
Resource
Main Estimate 5,905,563 449,947 6,355,510
Change announced with winter supplementary estimate 24,941 -24,314 627
Total resource Departmental Expenditure Limit 5,930,504 425,633 6,356,137
Capital
Main Estimate 6,045,080 1,248,111 7,293,191
Change announced with winter supplementary estimate 88,338 -98,300 -9,962
Total capital Departmental Expenditure Limit 6,133,418 1,149,811 7,283,229
Less depreciation at start of year * -367,765 -25,092 -392,857
Less change in depreciation at winter supplementary estimate * 0 -7,500 -7,500
Total depreciation -367,765 -32,592 -400,357
Total Departmental Expenditure Limit 11,696,157 1,542,852 13,239,009

* Depreciation, which forms part of resource DEL, is excluded from the total DEL since capital DEL
includes capital spending and to include depreciation of those assets would lead to double counting.
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END YEAR FLEXIBILITY

The department's EYF has been accumulated by underspends in previous years. The
department uses its EYF to fund ongoing programmes where slippages have occurred

and for the management of unbudgeted pressures which arise.

(of
Total which
Administration Other Resource  Near  Capital | £m
End Year Flexibility costs Resources DEL Cash) DEL | Total
Adjustment for 2006-07 final outturn 0 1 1 2 0 1
2007-08 EYF not taken up 50 18 68 20 4 72
2007-08 underspend 12 85 97 9 133 230
Reduction for Reserve claim 0 0 0 0 -69 -69
Transfer to DCLG for CIF* 0 0 0 0 -20 -20
Entitlement 62 104 166 31 48 214
EYF drawdown in winter
supplementary estimates 0 0 0 0 0 0
Balance of accumulated end year
flexibility 62 104 166 31 48 214
Of which ringfenced: 0 0 0 0 0 0

* Communities Investment Fund
Significant financial pressures later in 2008-09

e We have reviewed the position and no significant financial pressures are
anticipated at this date.

ADMINISTRATION BUDGET

The Administration Budget and outturn for the financial years since 2005-06 is set

out in the table below:
Administration Budget (previous years)

£m
Year Budget Outturn* Variance %
2005-06 * 269.923  255.226 -14.697 5.4%
2006-07 * 263.170  243.426 -19.835 7.5%
2007-08 294526  282.328 -12.198 4.1%

* 2005-06 and 2006-07 outturn exclude £+51.957m and £+37.986m respectively of
reclassification between administration and programme of consultancy and Transport Security
expenditure included in 2007-08 outturn.
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Changes to the Administration budget in 2008-09 (current year) £'000

Limit
Main Estimate 281,622
Change announcement with Winter Supplementary Estimate 304
Administration Budget 281,926

The £304,000 increase in the Winter Supplementary Estimate reflects a net transfer from
other government departments as follows:

(a) £313,000 from the Cabinet Office for the Department’s share of Parliamentary
Counsel Office’s work;

(b) £36,000 from the Department for Communities and Local Government in respect of
traffic management costs; partially offset by

(c) £45,000 to the Office of Government Commerce for the Centre of Excellence for
Sustainable Procurement.
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Main Estimate 2009-2010

INTRODUCTION

The Department for Transport Main Estimate for 2009-10 seeks the necessary resources
and cash to support the functions of the Department for Transport, including its
Executive Agencies' , and to support the construction of venues and infrastructure
related to the 2012 Olympics. These are continuing functions from previous years.

The purpose of this Memorandum is to provide the Select Committee with an
explanation of how the resources and cash sought in the Main Estimate will be applied
to achieve Departmental Strategic Objectives and Public Service Agreement (PSA)
targets. This includes information on comparisons with the resources provided in
earlier years in Estimates and departmental budgets, and to future financial plans.
Details of changes in resources relative to original plans set out in the 2007
Comprehensive Spending Review are also provided.

An explanation of key terms used in the memorandum is provided at Annex A.

2007 COMPREHENSIVE SPENDING REVIEW

The Comprehensive Spending Review, announced by the Chancellor in October 2007
(Cm7227), set new annual Departmental Expenditure Limit figures for the years 2008-
09 to 2010-11. These confirmed the overall 2%4% annual real increases announced in the
2004 Spending Review.

Department for Transport CSR settlement for 2009-10 & 2010-11

£million 2009-10 2010-11
Resource DEL 2 6,493 6,673
Of which near-cash ° 6,150 6,058
Of which administration 275 269
Capital DEL 7,614 8,112
Total DEL 3 13,775 14,465

Notes:
' Highways Agency, Driver and Vehicle Licensing Agency, Maritime and Coastguard
Agency, Driving Standards Agency, Vehicle and Operator Services Agency, Vehicle

Certification Agency, Government Car and Despatch Agency.

> The CSRO7 settlement made provision for DfT to manage the public expenditure
pressures caused by the Metronet companies entering PPP administration. At the time of
the CSR the related terms for the transfer of £1.7bn to TfL for payment of the Put Option
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to Metronet's lenders and the £630m offered by DfI to TFL over four years (reflecting
Metronet's unused borrowing headroom at the time of its collapse) remained unresolved.

Agreement was subsequently reached between HM Treasury and DfT that the funds
would be transferred to TfL under a grant-based arrangement as opposed to a loan-based
arrangement. This required the level of future TfL Transport Grants to be reduced to
ensure that TfL did not receive any additional benefit from the financing cost savings
through grant funding, as opposed to commercial debt servicing. This resulted in a
£81/96/103m near cash reduction to the GLA transport grant (resource) in 2008-09 to
2010-11. This reduction has not been included in the above table but is reflected in the
Main Estimate.

* Full resource budgeting basis, net of depreciation.

Changes to the CSR settlement are as follows (£million)

Change 2009-10 2010-11

Administration Near Cash

Transfer from the Department for Communities +0.037 +0.038
and Local Government to cover staff costs in
traffic management.

Transfer to the Office of Government Commerce -0.045 -0.045
for the Centre of Excellence for Sustainable
Procurement.

Programme Near Cash

Transfer to Home Office/Office of National - -0.500
Statistics for page 4 of 2011 census.
Transfer from the Department for Communities +1.400 +1.400

and Local Government in respect of the Pan
Government Agreement.

Transfer from the Ministry of Defence for Royal +0.500 +0.500
Travel

Transfer to Cabinet Office for the security, -0.040 -0.040
monitoring and co-ordination centre.

Transfer to Department for Innovation -0.055 -0.055
Universities and Skills for Government skills.

Transfer to Scottish Executive for Rail -0.500 -0.500
Environmental Procurement Scheme.

Reduction in GLA transport grant (see note 2 -96.000 -103.000
above)

Saving as announced in Budget 2009 -200.000

TOTAL NEAR CASH -94,703 -302.202
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Capital
Fiscal stimulus: Highways Agency +400.000 -400.000
Fiscal Stimulus: bringing forward of planned +300.000 -300.000
purchase of train rolling stock.
TOTAL CAPITAL +700.000 -700.000
PROVISION SOUGHT IN MAIN ESTIMATE 2009-10
The following key Estimate and Budget control totals are sought:
Voted provision
The Main Estimate provides for a:
e Net Resource Requirement (NRR) of £15,630,092,000
e Net Cash Requirement (NCR) of £13,259,651,000
Budgetary data
The key budgetary figures are:
Resource Departmental Expenditure Limit £6,398,054,000
Of which:
Near Cash £6,055,054,000
Non Cash £ 343,000,000
Administration budget £ 275,172,000
Programme £6,122,882,000
Capital Departmental Expenditure Limit £8,313,602,000
Annually Managed Expenditure £4,264,652,000
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EXPLANATIONS OF SIGNIFICANT CHANGES IN PROVISION COMPARED
WITH THE PREVIOUS YEAR (2009-10)

The Department’s 2009-10 Estimate implements the second year of the 2007 CSR
settlement described above. To illustrate the impact of in year budget changes on the
2008-09 Main Estimates position an explanation is provided below of budget changes
with particular reference to one-off changes such as take up of end year flexibility.

Net Resource Requirement

2009-10 Main Estimate £15,630,092,000
2008-09 Main Estimate £15,149,773,000
2008-09 Spring Supplementary £23,458,589,000

Provision is currently £7,828m (33%) lower than the 2008-09 Spring Supplementary
Estimate figure.

During 2008-09 the Net Resource Requirement was increased by £8,309m of which
significant elements were:

e £8,014m non cash Prior Period Adjustment increase associated with
implementation of Financial Reporting Standards 25 and 26;

e £165m increase associated with Metronet;

e £151m use of Departmental Unallocated Provision;

e £11m use of End Year Flexibility; partially offset by

e £-32m other changes (including £151m transfer from capital to capital
grant; and £-170m net transfer to non voted provision).

At the start of 2009-10 the Department has £608m of non voted Departmental
Unallocated Provision of which an amount may be used for voted provision during the

year.

Net Cash Requirement

2009-10 Main Estimate £13,259,651,000
2008-09 Main Estimate £12,275,144,000
2008-09 Spring Supplementary £12,561,157,000

Provision is currently £698m (6%) higher than the 2008-09 Spring Supplementary
Estimate figure and reflects the fiscal stimulus package for Highways Agency (£400m)
and Rail (£300m). During 2008-09 the Net Cash Requirement was increased by £286m
to meet estimated requirements.

Resource DEL
2009-10 Main Estimate £6,398,054,000
2008-09 Main Estimate £6,355,510,000

2008-09 Spring Supplementary £6,830,000,000
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The £432m reduction (6%) from the 2008-09 Spring Supplementary Estimate figure
reflects the near cash and non cash explanations provided below.

Administration Budget

2009-10 Main Estimate £275,172,000
2008-09 Main Estimate £281,622,000
2008-09 Spring Supplementary £293,126,000

The £18m reduction (6%) from the 2008-09 Spring Supplementary Estimate figure
reflects the year on year real terms efficiency savings agreed in the CSR07 settlement,
together with the impact of the EYF drawn down at that time to manage in year
pressures.

Near Cash DEL

2009-10 Main Estimate £6,055,054,000
2008-09 Main Estimate £6,069,510,000
2008-09 Spring Supplementary £6,085,082,000

Provision is currently £30m (0.5%) lower than the 2008-09 Spring Supplementary
Estimate figure.

During 2008-09 the Near Cash DEL was increased by £16m, of which £11m was EYF
take up; £4m non cash provision converted to near cash; £7m HM Treasury agreed
increase for Metronet; partially offset by net transfer of £6m to other government

departments.

Non Cash DEL

2009-10 Main Estimate £ 343,000
2008-09 Main Estimate £ 286,000
2008-09 Spring Supplementary £458,918,000

Provision is currently £458.6m less than the 2008-09 Spring Supplementary Estimate
figure. The Treasury has advised that the in-year movements for 2009-10 resulting from
the implementation of FRS and IFRS should be deferred and reflected in the Winter
Supplementary Estimate.

During 2008-09 non cash provision was increased by £459m to reflect a HM Treasury
agreed increase of £463m to reflect the accounting treatment of changes in fair values
arising from the implementation of accounting standards FRS 25 and FRS 26; partly
offset by £4m converted to near cash.
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Capital DEL

2009-10 Main Estimate £8,313,602,000
2008-09 Main Estimate £7,293,191,000
2008-09 Spring Supplementary £7,283,229,000

Provision is currently £1,030m (14%) more than the 2008-09 Spring Supplementary
Estimate figure.

During 2008-09 the Capital DEL was decreased by £10m to reflect a transfer to the
Scottish Executive for rail services.

AME (all resource)

2009-10 Main Estimate £4,264,702,000
2008-09 Main Estimate £3,980,103,000
2008-09 Spring Supplementary £3,987,694,000

Provision is currently £277m (7%) more than the 2008-09 Spring Supplementary
Estimate figure and includes a revised estimate of impairments requirements.

During 2008-09 AME was increased by £8m to reflect increase in use of rail provisions.
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The Department for Transport Annual Report 2009 (Cm xxxx) will describe the
Department's performance in 2008-09 against the targets in the Public Service
Agreement (PSA) for the period 2008-11 which was set in Spending Review 2007. The
tables below set out the links to the Department’s new Departmental Strategic
Objectives and PSA target from 2009-10 onwards.

Resource
(incl capital Are in pursuit of Departmental Which supports PSA
Sections grants) Capital Strategic Objective (DSO) ™ target
£'000s £'000s
All of: A, B, H, W, AA, 10.748.4 41.04 1. To support national economic | Deliver reliable and efficient
AC; 0,748,438 941,048 competitiveness and growth, by | transport networks that
Part of: C, K, L, M, T, U, delivering reliable and efficient | support economic growth
V, X,Y, Z. transport networks.
All of: E, F, G, N, AD; 2. To reduce  transport’s
Part of: L, M, U, W, X, Y, 1,100,908 27,881 emissions of carbon dioxide and
Z. other greenhouse gases, with the
desired outcome of avoiding
dangerous climate change.
Allof: D,0O,P,Q,R, S, V, 3.284.031 1.041.132 3. To contribute to better safety,
AB; ! ! ! ! security and health and longer
Partof: C,I,L, M, T, U, V, life-expectancy through reducing
X, Y, Z. the risk of death, injury or illness
arising from transport, and
promoting travel modes that are
beneficial to health.
P : . . i
art of: I, K, M, U, X 244’425 0 4. To promote greater equallty.of
opportunity for all citizens, with
the desired outcome of achieving
a fairer society.
5. To improve quality of life for
transport users and non-transport
All of: J users, and to promote a healthy
Part of: C 252,290 O | natural environment.
Total 15,630,092 | 2,010,061
Note:

1

The Department for Transport’s PSA covers the contribution that transport makes to

economic growth although the Department’s broad range of transport policy is covered by
(a) its full set of DSOs and (b) additional PSAs, led by other departments, under the new

framework.
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LINKS TO OBJECTIVES AND PSA TARGETS FOR 2010-11

2010-11

Are in pursuit of Departmental Strategic
Objective:

Resource

Capital

£°000s

£°000s

10,793,188

278,842

1. To support national economic
competitiveness and growth, by delivering
reliable and efficient transport networks

1,320,573

18,737

2. To reduce transport’s emissions of carbon
dioxide and other greenhouse gases, with the
desired outcome of avoiding dangerous
climate change

3,303,090

1,334,518

3. To contribute to better safety, security and
health and longer life-expectancy through
reducing the risk of death, injury or illness
arising from transport, and promoting travel
modes that are beneficial to health.

247,580

Q | 4 To promote greater equality of opportunity
for all citizens, with the desired outcome of
achieving a fairer society.

252,175

0 5. To improve quality of life for transport users
and non-transport users, and to promote a
healthy natural environment.

15,916,606

1,632,097

Total

DEPARTMENTAL EXPENDITURE LIMIT

The table below compares outturn from 2007-08 with planned DEL for the current and

future years:

£000s OUTTURN | OUTTURN' | ESTIMATE | PLANS
2007-08 2008-09 2009-10 2010-11
Resource DEL 6,793,930 6,495,376 | 6,398,054 6,371,119
o/w Near Cash 6,555,016 5,852,363 | 6,055,054 5,756,119
Non Cash 238,914 643,013 343,000 615,000
Capital DEL 7,052,712 7,187,594 | 8,313,602 7,411,572
Less depreciation -392,368 -859,977 -272,979 -232,451
2
TOTAL DEL 13,454,274 12,822,993 | 14,438,677 | 13,550,240

' End of March 2009 provision

al outturn.

? Depreciation, which forms part of Resource DEL, is excluded from total DEL since
Capital DEL includes capital spending and to include depreciation of those assets would
lead to double counting. Planned depreciation for 2009-10 and 2010-11 reflects latest
assessment of requirement and differs from assumptions made in the Comprehensive
Spending Review. For those years the differences in the value of depreciation are £-59/-

88m.

Near Cash

The £703m decrease in near cash expenditure between 2007-08 and 2008-09 largely
reflects (a) the £501m planned reduction between years indicated in the 2008-09
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Estimate Memorandum; (b) an estimated £233m underspend in 2008-09 compared to
£9m in 2007-08; and (c) 2008-09 as the first year implementing budgets arising from
CSRO7.

Non Cash

The £404m increase in non cash DEL expenditure between 2007-08 and 2008-09
largely reflects £463m change in fair value of FRS 26 government guarantees included in
the 2008-09 Spring Supplementary Estimate.

Capital
The £135m increase in capital expenditure between 2007-08 and 2008-09 reflect (a)

2008-09 as the first year implementing budgets arising from CSR07, partially offset by
(b) £624m Reserve claim in 2007-08 for Metronet.

For 2009-10 and 2010-11, plans reflects the 2007 Comprehensive Spending Review
settlement with adjustments identified in the table on page 4.

END YEAR FLEXIBILITY

The 2008-09 EYF stock for the Department for Transport was reported in the Public
Expenditure White Paper 2007-08 (PEOWP) (Cm 7419 ) *. The analysis below shows
changes since then as follows:

Total Of which
Administration Other Resource Near Non
£'000 costs Resource DEL Cash Cash Capital

Entitlement® 62,456 104,010 166,466 30,757 135,709 47,642
Take up in Winter

Supplementary

Estimates 0 0 0 0 0 0
Take up in Spring

Supplementary

Estimates 11,200 0 11,200 11,200 0 0
Balance of unused

EYF at 31 March

2009 51,256 104,010 155,266 19,557 135,709 47,642
Provisional

underspend 2 14,685 319,939 334,624 232,719 101,905 95,635
Provisional EYF

opening stock at 1
April 2009 65,941 423,949 489,890 252,276 237,614 | 143,277

' EYF entitlement published in PEOWP (Cm 7419 ).
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? Provisional underspend is based on the difference between provisional 2008-09 outturn
(at the end of March 2009) and budgets agreed at the 2008-09 Spring Supplementary
Estimates.

The Department’s 2008-09 total DEL opening entitlement of £214m (set out above)
arose from: changes in 2006-07 outturn (£+1m); 2007-08 EYF not taken up (£+72m);
2007-08 underspend (£4+230m); reduction for Reserve claim (£-69m) and transfer of
Communities Infrastructure Fund entitlement to the Department for Communities and
Local Government (£-20m).

The main elements of the 2007-08 underspend were:
Near Cash (£8m) across a range of programmes;
Non Cash (£89m) which reflects unused Departmental Unallocated Provision;
Capital (£133m) across a range of programmes including Local Authority Major
Schemes (£47m); unexpected repayment of entire NATS loan of £106m (£21m);
Local Authority Road Maintenance Schemes (£15m); Community Infrastructure
Fund (£12m); reduction in Trustports borrowing (£6m); and others (£32m).

The Department took up EYF during 2008-09 as follows:
Spring Supplementary Estimates: £11m near cash for administration.

Provisional 2008-09 under/over spend The near cash underspend is £233m, of which
£219m relates to programme and £14m to admin. The non cash underspend is £102m,
of which £101m relates to programme and £1m to admin. The capital underspend is
£96m.

Future Use
It is likely that some end year flexibility will be required to meet pressures including
those which may arise as a result of the economic downturn.

Near Cash: the provisional stock of £252m (£227m programme, £25m administration)
will be used to meet pressures that may arise in 2009-10 and 2010-11.

Non Cash: the provisional stock of £238m (£197m programme, £41m administration))
will be used to meet pressures that may arise in 2009-10 and 2010-11.

Capital: the provisional stock of £143m will be used to meet pressures that may arise in
2009-10 and 2010-11. £65m is ring-fenced underspending which will be used to meet
future costs of the Olympics programme.
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2009-10 OPENING DEPARTMENTAL UNALLOCATED PROVISIONS

£000
Resource - near cash 228,910
Resource — non cash 151,849
Total Resource 380,759
Capital 227,381
ADMINISTRATION BUDGET

The table below compares outturn from 2007-08 with planned DEL for the current and

future years:

£000s OUTTURN | OUTTURN'! ESTIMATE PLANS
2007-08 2008-09 2009-10 2010-11

Administration 282,328 278,441 275,172 268,387

budget

Notes

' End of March 2009 provisional outturn.

The budgets for 2009-10 and 2010-11have been set at levels that will enable the
Department to deliver annual value for money reductions as detailed in the
Department’s CSR07 Value for Money Delivery Agreement.

PROVISIONS AND CONTINGENT LIABILITIES

Provisions

DAT (Central)

£'000s

Early

retirements
1

NFC travel
concessions
3

Greater
London
Authority *

Channel Other
Tunnel Rail

Link *

> Total

Position as at 1
April 2009

Balance at 1
April 2009

18,904 62,000 16,000

249,991

311,

575 | 658,470

Provided in year
in Main Estimate

22,

177 22,177

Provision
expected to be
used in year

(4,775) (62,000)

(22,100)

(88,875)

Expected
unwinding of
discount

Estimated
closing balance

14,129 16,000

249,991 311,

652 | 591,772
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Notes

1 Early retirements - These amounts relate to former staff who left the Department's
employment before their formal retirement age, and in respect of whom the Department and its
Agencies are responsible for making payments until their retirement age.

2 Greater London Authority Grant - Amounts in respect of a commitment to fund a deficit in
the London Regional Transport/London Underground pension scheme.

3 NEFC travel concessions —this is for amounts in respect of re-imbursements to National
Freight Company PLC and its subsidiaries for providing travel concessions to staff previously
employed by the road transport division of British Rail.

4 Channel Tunnel Rail Link - These amounts cover Domestic Capacity Charge payments to
London and Continental Railways Ltd (LCR), specifically those de-risked to facilitate the raising
of finance by LCR.

5 Provisions for shipping inquiries, the PPP arbiter’s pension liabilities, Channel Tunnel toll,
Channel Tunnel opex, South East Trains, CTRL Section 2, SRA pension liabilities, LCR grant

provision, sale of RFD payments and dilapidations.

Highways Agency Provisions for Liabilities and Charges

£'000s Land and Engineering Bridge Tunnels Other Grand
Property and Strengthening Liabilities Total
Acquisition | Construction (RCU, 3
Services Party
Claims &
Other)
Position as at
1 April 2009
Estimated 208,134 90,184 111,394 | 213,504 13,711 636,927
Balance at 1
April 2009 *
Provided in 50,037 46,614 - - 8,988 105,639
main estimate
Provision (69,190) (49,605) (39,135) | (59,600) (6,921) (224,451)
expected to be
used in year
Estimated 188,981 87,193 72,259 | 153,904 15,778 518,115
closing
balance

' The balance at 1 April 2009 is derived from the Highways Agency Draft 2008-09
Accounts..

Contingent Liabilities

The Department accounts for contingent liabilities in its Resource Accounts in
accordance with the Accounting Standards Board’s publication, Financial Reporting
Standard 12 “Provisions, contingent liabilities and assets” (1998) (FRS 12), as endorsed
by Treasury’s Financial Reporting Manual (FReM). This includes contingent liabilities
created through letters of comfort, guarantees and indemnities, which are required to be
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reported to Parliament in accordance with Government Accounting, as well as
contingent liabilities arising as a result of litigation or other claims or disputes affecting
the Department. Consequently, the Department recognises as actual liabilities any
contingent liabilities which it considers more likely than not that it will have to settle, it
discloses any contingent liabilities for which it considers the likelihood of settlement to
be more than remotely likely and it also discloses all contingent liabilities reported to
Parliament in accordance with Government Accounting, except where disclosure might
prejudice a legal claim, or jeopardise security arrangements.

The majority of the Department's contingent liabilities fall into five categories:

Financial guarantees in respect of Network Rail - The Department has offered

guarantees to the purchasers of Network Rail’s debt instruments that, if Network Rail is
unable to repay its borrowings, the Department will do so. These guarantees enable
Network Rail to borrow at a preferable rate.

Letters of Comfort to Train Operating Companies - The Department has offered
guarantees to Train Operating Companies and Rolling Stock Companies. These
typically provide assurance that companies will recover the value of their investment in
franchise-specific assets and consequently encourage investment. They also reflect other

concerns, such as force majeure arrangements.

Measures to support London and Continental Railways - Following the restructuring of
London and Continental Railways between 1998 and 2003, the Department has offered
a series of support measures to the company. The value of these measures depends on
London and Continental Railways future performance as well as other matters.

Support in other transport sectors - The Department has offered financial support to
other entities in the transport sector, where required by legislation (for example, to

protect purchasers of package holidays) or to support contractual arrangements.

Occasional claims and litigation - The Department occasionally faces legal challenges
over some of its actions. It defends its position robustly and ensures that disclosure
given in the Resource Accounts does not prejudice the Crown’s position.

FRS 25 and 26

In 2008-09 the Department adopted FRS 25 and 26, the accounting standards on the
disclosure and measurement of contractual arrangements deemed to be financial
instruments. As a result three of the Department’s contingent liabilities have been
classified as financial guarantee contracts. These are a financial indemnity in support of
Network Rail’s Debt Issuance Programme; a guarantee to the Air Travel Trust Fund and
various guarantees to support London and Continental Railways. A financial guarantee
contract is a contract that requires the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to make payment when
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due. The Department notified Parliament of the adjustments arising from this change in
accounting policy in the Spring Supplementary Estimate 2008-09. In accordance with
HM Treasury instruction, provision for in-year movements relating to these financial
guarantee contracts will be requested in the 2009-10 Winter Supplementary Estimate.

Significant changes:

(a) Network Rail Debt Issuance Programme (DIP) - Financial Indemnity provided for
holders of debt raised under NR’s DIP against any cash shortfall at NR to meet debt
service payments. The Debt Issuance Programme was initiated to replace Network Rail's
earlier borrowing programmes. Over time, the amounts borrowed under the Debt
Issuance Programme will therefore increase, while amounts borrowed under the earlier
programmes will reduce. Exact figures of the amounts borrowed by Network Rail as at
31 March in any year do not become available until late summer of that year, when
Network Rail's accounts are released; until then, the information is market sensitive.

(b) The guarantee for the Air Travel Trust Fund (ATTF) - This Fund provides
compensation following the collapse of a tour operator, but does not have sufficient
liquid funds to cover any large-scale failure. Legislation provided for the Fund to
supplement these funds by a surcharge on tickets, but the power has lapsed. Until the
power is restored, the Fund would be required to borrow to meet its compensation
commitments. The Department has agreed to guarantee the ATTF borrowings up to a
limit of £31m.

(c) Docklands Light Railway Lewisham Extension guarantee — This guarantee lapsed in
2008-09.

(d) National Air Traffic Services (NATS) Private public Partnership obligations — There
are two obligations: an indemnity to the financial adviser; and a commitment to
respond if the contract experiences financial problems. The contractual warranties given
as part of the NATS PPP in 2001 have now lapsed, these were previously estimated at
£760m. Separately, the Department continues to carry a contingent liability as NATS
shareholder in relation to the potential for a cash call on equity holders.

APPROVAL OF MEMORANDUM

This memorandum has been prepared with reference to guidance in the Estimates
Manual provided by HM Treasury and that found on the House of Commons Scrutiny
Unit website. The information in this Memorandum has been approved by the
Departmental Accounting Officer.
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ANNEX A
GLOSSARY OF KEY TERMS

Administrative Expenditure - expenditure incurred by departments and agencies in
providing those services which are not directly associated with frontline service delivery.
Includes pay, training, travel, accommodation, stationery, utilities, etc.

Annually Managed Expenditure (AME) - a Treasury budgetary control for expenditure
which is generally less predictable and controllable than expenditure in DEL.

Comprehensive Spending Review (CSR) - a cross-government review of the
departmental aims and objectives and analysis of all spending programmes, with the
resultant allocation of three year Departmental Expenditure Limits (DEL).

Consolidated Fund Extra Receipts (CFERs) - Income, or related cash, that may not be
appropriated in aid of an Estimate and is surrendered to the Consolidated Fund.

Contingent liabilities - potential liabilities that are uncertain but recognise that future
expenditure may arise if certain conditions are met or certain events happen.

Departmental Expenditure Limit (DEL) - a Treasury budgetary control for
expenditure which is generally within the department’s control and can be managed
within fixed three-year limits (Comprehensive Spending Review period).

Departmental Unallocated Provision (DUP) - an amount held back by a department to
meet unforeseen pressures in expenditure and is not allocated at the start of the year to
any particular programme. It forms part of the DEL.

End Year Flexibility (EYF) - a set of rules by which departments are allowed to carry
forward unspent DEL budget from one year to the next. Agreed EYF entitlement for the
year is set out in an annual Public Expenditure Outturn White Paper (PEOWP).

Financial Reporting Standards (FRS) - a publication issued by the Accounting
Standards Board that communicates best practice in accounting for the type of
transaction or item specified in the title. Accounting standards FRS 25 and FRS 26 on
financial instruments provide guidance on the accounting treatment of contractual
financial assets and liabilities.

Near-cash - resource expenditure that has a related cash implication, even though the
timing of cash payment may be slightly different.

Non-cash - costs where there is no cash transaction but which are included in a body's
accounts (or taken into account in charging for a service) to establish the true cost of all
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the resource used. Such costs include cost of capital charges, depreciation, profit/loss on
disposal of assets, provisions, writedowns, bad debits, etc.

Non Voted Expenditure - public expenditure outside that voted by Parliament in
Supply Estimates. It is largely used for NDPB and DVLA budgets, apart from grant-in-
aid paid to these bodies which is voted expenditure. Non voted expenditure also
includes utilisation of provisions and Supported Capital Expenditure (Resource).

Provision - a provision is set up to cover recognised liabilities which either have to be
paid out by departments over a period of more than one year (such as pensions or
contractual obligations), or are held back by the departments pending decision for
eventual payment if directed by a ruling body.

Reserve - a small amount of both resource and capital DEL budgetary provision that has
not been allocated by HM Treasury to a department. The function of the Reserve is to
assist departments with the costs of genuinely unexpected and unforeseeable events,
which are also large relative to the department's available resources.

Supplementary Estimates - seek parliamentary authority for additional resources
and/or cash, or vary the way in which resources are allocated. Normally presented in the
summer (June), winter (November) and spring (February).

Voted Expenditure - that which has been authorised by Parliament in response to
Supply Estimates.
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Formal Minutes

Wednesday 13 January 2010

Members present:

Mrs Louise Ellman, in the Chair

Mr David Clelland Mr Eric Martlew

Rt Hon Jeffrey Donaldson Mark Pritchard

Mr Philip Hollobone Ms Angela C. Smith
Mr John Leech Graham Stringer

Draft Report (Work of the Committee in 2008-09), proposed by the Chairman, brought up and
read.

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 65 read and agreed to.

Annexes agreed to.

A Paper was appended to the Report as Appendix 1.

Papers were appended to the Report as Appendix 2.

Resolved, That the Report be the Second Report of the Committee to the House.

Ordered, That the Chairman make the Report to the House.

[Adjourned till Wednesday 20 January at 2.30 pm
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The Blue Badge Scheme

Department for Transport Annual Report 2007
Freight Transport
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First Special Report
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Work of the Committee in 2005-06
The Ports Industry in England and Wales

Transport for the London 2012 Olympic and
Paralympic Games: The Draft Transport Plan

Department for Transport Annual Report 2006
The Government’s Motorcycling Strategy

The new National Boatmasters’ Licence

Novice Drivers

Passengers’ Experiences of Air Travel

The draft Local Transport Bill and the Transport
Innovation Fund

UK Transport Security — preliminary report

Financial Protection for Air Travellers: Second
Report Abandoning Effective Protection

Going for Gold: Transport for London’s 2012
Olympic Games

Departmental Annual Report 2005

Future of the British Transport Police

How fair are the fares? Train fares and ticketing
Parking Policy and Enforcement

Piracy

The work of the Department for Transport's

Agencies — Driver and Vehicle Operator Group and

the Highways Agency

Roads Policing and Technology: Getting the right

balance

Bus Services across the UK

Local Transport Planning and Funding
The work of the Civil Aviation Authority
Passenger Rail Franchising

The Performance of the London Underground:
Government Response to the Committee’s Sixth
Report of Session 2004-05

The Departmental Annual Report 2004:
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Report of Session 2004-05
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Fifth Special Report

Sixth Special Report

Seventh Special
Report

Eighth Special
Report

Rural Railways: Government Response to the
Committee’s Fifth Report of Session 2004-05

Tonnage Tax: Government Response to the
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