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» London geographic and thematic Directorates re-shaped to
respond to new priorities

» A new, more agile system for boarding staff into priority
positions.

Platform
» Modern IT rolled out in the UK and underway overseas

» WiFi available throughout the UK estate and at many posts
overseas

» A new online portal providing information to staff considering
postings overseas

Priorities for Diplomacy 20:20 in 2018 include accelerating work
on the Corporate Capability Programme, which will improve how
the FCO provides corporate services globally; finalising the re-
shaping of London Directorates; and an ambitious programme of
work to improve the overseas estate.

A key issue for the Board during 2017-18 has been the EU

Exit negotiations. The FCO contributes to the wider HMG
negotiations but also leads on specific negotiation issues,
including Gibraltar, Overseas Territories, Consular, Third Country
Agreements, Sanctions, Common Foreign and Security Policy and
Common Security and Defence Policy. The Board has monitored
the FCO's work, particularly ensuring priority resource allocation.
The Executive Committee discusses EU Exit regularly and has
setup an EU Exit Task Force with a structure of assigned Senior
Responsible Officers. The Management Board took stock of
progress on 13 March.

Other items discussed by the Management Board regularly
have included a monthly dashboard reporting on progress

on delivering the major IT programme, Tech Overhaul. The
Management Board also reviews the monthly estates and
security dashboard, impact monitoring and the FCO’s response
to the annual staff survey. Following the staff survey results
the Management Board undertook a deep dive into the FCO's
Bullying, Harassment and Discrimination (BHD) Strategy in
January, and the Diversity and Inclusion Strategy in March.
Further data on the equality impact of the FCO's employment
practices and activities can be found at Gov.UK/FCO.

The Management Board is required to approve and monitor
major projects, as defined by the Major Projects Authority (MPA).
It takes investment decisions at key stages in the MPA process
and monitors progress. In 2017-18, the Board approved the
Global Asset Management Plan (GLAMP), which set out our
prioritised estates capital investment plan and how the proceeds
of the Bangkok Embassy sale would be used to address seismic
vulnerabilities and the maintenance backlog for the HMG

estate overseas. The Board was kept regularly updated and has
monitored the sale of our Embassy in Bangkok to ensure the best
deal possible, as well as regular briefing and discussion on other
major estates projects.

To increase transparency, the Management Board invites
observers to its meetings. During the year, we invited 10 London
based staff and two local staff to each meeting. Observers are
also invited to attend most sub-committee meetings during the

month of the Management Board.

The 2017-18 Board Effectiveness Evaluation, covering the
reporting period 1 April 2017 to 31 March 2018, was carried out
in April 2018. The Supervisory Board met twice during 2017-

18. But we decided to launch a more detailed evaluation of the
effectiveness of the Supervisory Board early during 2018-19. This
will reflect the impact and outcome of the main Supervisory
Board agenda focus during this period: the Global Britain
Strategy and discussions with HM Treasury about increased
resources for the diplomatic network to deliver on HMG'’s Global
Britain objectives.

As a result, this year's effectiveness evaluation again focused on
the FCO Management Board. This Board met more regularly and
during the reporting period conducted a survey and strategy day
looking at the Board's effectiveness.

Desk research was carried out to assess implementation of
lessons from last year’s Board Effectiveness Evaluation and
further assess attendance, agendas, information flows between
the Board and its subcommittees, format of management
information and effectiveness of minutes and action logs. The
findings showed continued improvement in effectiveness but
with more to do, especially in focusing agenda setting. The
findings also showed consistent improvement in the quality

of the papers taken by the Board, helped by a new standard
coversheet to ensure more consistent information on decisions,
risks and next steps.

In addition in February 2018, the Management Board held an
off-site strategy day. In advance of this Board members were
surveyed about Board effectiveness against each element of the
Board Terms of Reference. The Management Board strategy

day then discussed findings and general Board effectiveness and
impact. The Board agreed a series of measures to improve the
Terms of Reference, including the frequency and focus of Board
meetings, and to include more strategic discussions without
observers. The Board also decided they needed to do more to
assess the implications of decisions on people and culture. These
changes would be implemented during the following quarter and
be evaluated at future Board strategy sessions.

Non-Executive Board Members

The FCO continue to benefit from the advice of non-executive
board members. Their scrutiny and challenge has contributed
to improved management and oversight of discretionary
programmes and major projects. They have brought challenge
and external expertise to a range of our business activities.
Miranda Curtis is the lead non-executive and works alongside
our three non-executives Julia Bond, Warren Tucker and Sir
Edward Lister.

Wider engagement

The Sounding Board

The Sounding Board first met in December 2016. Its aims are:
to act as a consultative body formed of a representative group
of staff; enable a staff voice; provide a sounding board for
proposals; and to provide a quick feedback mechanism. It is
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chaired by a Management Board member who provides the

link between the Sounding Board and the Management Board.
Meetings take place the week of the Management Board. Staff
provide feedback to the Board on any staff related issues coming
to the Management Board.

The Senior Leadership Forum (SLF)

The SLF comprises the FCO's senior global leadership, bringing
together executive members and our most senior heads of post.
The group meets in London three times a year to develop and
inform corporate and policy initiatives.

Cross-Whitehall Collaboration
through the Network Board

The Network Board is chaired by the FCO's Chief Operating
Officer and attended by equivalents in the largest government
departments represented overseas, as well as HM Treasury and
the Cabinet Office. It serves as a forum to coordinate HMG
activity overseas so that we are operating as effectively and
efficiently as possible. The Network Board has been essential in
helping set the direction for how the FCO should be structured
overseas and how together with other HMG partners we can
better join up.

Ministerial Directions

There have been no Ministerial directions during the 2017-18
period.

Raising Concerns

The FCO is committed to ensuring a high standard of conduct in
all that it does, including the effective use of taxpayers” money
and mitigating the risk of fraud and error. An effective policy for
raising concerns is one of the key ways of identifying fraud and
error.

Staff can raise concerns about perceived wrongdoing through
their line management chain or via an independent Nominated
Officer who can provide a confidential source of advice on
matters where the Civil Service Code may have been breached.
Where concerns relate to financial management or fraud, we
maintain a confidential whistleblowing hotline (phone/email/mail)
accessible 24 hours a day, 7 days a week, 365 days a year. All
reports under the raising concerns policy are taken seriously.

Identities of those raising a concern remain confidential

and senior management and the Audit and Risk Assurance
Committee take all concerns raised very seriously, ensuring full
and adequate consideration and resolution. Heads of Mission
and Department are required to ensure that their teams are
aware of procedures and encourage them to report a concern.
Our Internal Audit team also review both the raising concerns
procedures, and awareness of the procedures.

During 2017-18, one concern was raised with a nominated
officer. However, this did not fall within the remit of

the whistleblowing policy and was handled through the
management process. The department’s Anti-Fraud and
Corruption Unit received fifteen reported concerns outside of

normal line management reporting. To date, eleven have been
investigated. Of these, one related to another Government
Department and was forwarded appropriately and six had no
evidence to support the allegation. Investigation of the four
remaining cases is ongoing. In 2018-19, we will continue to
ensure that staff are aware of the procedures, have confidence in
their use and that all reports are investigated.

Number  Number of No. of
No. of investi-  investigations  cases Amount
FY reports  gated completed proven lost
17-18 15* 11 11 (1 passed 0 0
to another
HMG
Department)
16-17 9 9 9 (4 passed 0 0
to other HMG
department)
15-16 13 13 12 1 Less
(fraud) than
£1000
14-15 16 16 16 1 (theft Less
of fuel) than
£1000

*4 of these are still ongoing.

FCO Compliance with the Corporate
Governance in Central Government
Departments: Code of Good Practice 2017

The FCO has sound governance arrangements in place and is
compliant with the Code of Good Practice in all but one aspect
of the Board composition principles. The FCO has not formed

a Nominations and Governance Committee. We continue to
believe that the functions of this committee, as specified in

the Code, are fulfilled by the Senior Appointments Board and
the Senior Pay Committee. The presence of a Non-Executive
Director as a member of our Supervisory and Management
Boards, creates a reporting line to the Boards and ensures robust
external challenge. The Senior Pay Committee is chaired by the
PUS and, for setting the salaries of our most senior staff, consists
of additional external members adding further assurance to the
process of determining salaries and reward arrangements.

FCO Risk Management Framework

The FCO faces a range of risks because of its global footprint
and activities. The complexity of the organisation is inherently
challenging, and the world is increasingly complex. To mitigate
these risks the FCO has multiple checks and balances.

The FCO manages risk at all levels of the organisation, including
the Supervisory Board and Management Board, which considers
the Top Risk Register on a quarterly basis. An officer, ranging
from individual project managers up to Heads of Mission, owns
each individual risk. Above these are strategic-level, cross-
cutting risks owned by Directors. Heads of Mission and Directors
manage and are accountable for their own risks, escalating them
if necessary through the FCO's risk governance arrangements.
The Top Risk Register typically contains 25-30 major, urgent
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risks, with upcoming risks held on a separate register beneath it;
the ‘Bubbling Under’ register. Issues transfer between the two
registers and are removed when the mitigations are sufficient to
significantly reduce the likelihood or impact of the risk.

The Top Risk Register marshals risks into a 'heat map” in order to
demonstrate those risks most urgently requiring the attention
of the Management Board. The Risk Appetite Statement sets
out our broad approach to risk appetite for foreign policy and
operational risks and aids the management of risk.

Managing risk will always be central to FCO activity. In the
coming year, we will retain a strong focus on improving risk
management, and improve staff capability in this area.

To better understand the environment in which Posts operate
and to manage the risks arising, a process of horizon scanning

is undertaken. This brings together representatives from across
relevant FCO departments and DIT to review individual Posts

in each Directorate three times a year. Meetings consider
external issues (political & security) and internal ones (Programme
Management performance, Procurement, Estates, HR and
Finance).

The process allows greater transparency and sharing of
indicators, such as delayed account submissions, poor audit
scores, budgetary management, and known and suspected
fraud. This helps create a shared view of what is happening
across the region, with Posts receiving a formal RAG rating
according to where greatest potential risk/issues are identified.
The performance of red-rated posts is tracked, and depending on
the nature of the risk, a coordinated response is created to help
manage or mitigate identified issues. Recent examples include
designing a response to sharp increases in platform size to
managing the impact of a fraud case.

The FCO's Internal Audit function reviews risk management
arrangements in home departments and at Posts overseas, as
part of their programme of visits, and reports their findings and
conclusions to the Audit & Risk Assurance Committee (ARAC)
and the Accounting Officer. Their overall opinion this year

was that controls provide a moderate level of assurance that
objectives will be achieved and have strengthened in the UK,
with identified control weaknesses caused more by compliance
issues than design. Particular attention is given to areas where
internal audit published a limited or no assurance opinion (e.g.
Consular Travel Advice IT Controls, the CSSF Russian Language
Programme and Consular controls at the High Commission in
Gaborone) and common internal control issues overseas (e.g.
contract letting and management). Directors and Heads of Post
submit an Annual Consolidated Certificate of Assurance (ACCA)
each year to confirm that agreed remedial action has been taken.

The FCO divides risks into two categories: policy risks and
operational risks. Policy risks relate to the delivery of the FCO's
key policy objectives. These include our relationship with Russia,
given the recent Salisbury incident and Russias intervention in its
neighbourhood; cyber-attacks on government operations; Daesh;
issues arising out of the decision to leave the EU and instability

in the Middle East and North Africa. Operational risks are

threats to the FCO’s own management processes and logistics.

These include capacity and capability of resources; commercial
contracts including actions taken following the collapse of
Carillion; information management and the integrity of our
infrastructure. Policy and operational risks do interact. Following
our recent response to hurricanes in the Caribbean there was

a lessons learned exercise, a process undertaken on a regular
basis. This led to embedding crisis response as a key capability
for all FCO staff, allowing the FCO to meet such demands with
the speed, capability and the embedded structures and practices
required.

In 2017-18, the increasing number of policy risks faced by

the FCO concerned the Board. The world faces increasing

risk, from many sources: not least, climate change, degraded
international relationships, continuing conflicts and cyber-
crime. The hurricanes in the Caribbean stretched resources. The
most recent incident at the end of this financial year relating to
Salisbury and the impact on diplomatic relations with Russia is
another example. Policy risks generally focus on the ability of
the FCO to deliver on its policy objectives and included policy
design, consideration of levers and implementation issues.

Risks related to some areas — for instance, a fiscal crisis in the
Eurozone- were removed from the register, while others — for
instance, on the humanitarian situation in Yemen — were added.
To mitigate these risks, the FCO undertakes regular policy
refreshes, engages with key allies and multilateral organisations,
runs cross-government working groups on specific issues, and
develops focused communication efforts. The Board has also
been concerned about a number of cross-cutting areas of risk,
including the broader implications of leaving the European Union
and the threat posed by terrorism and cyber-attacks.

We continue to keep security issues under review and look
to learn lessons wherever possible - including through
regular exchanges with friendly diplomatic services and other
international organisations.

The Board also monitors the key improvement programmes such
as the FCO's transformational change programme, Diplomacy
20:20 and Tech Overhaul, the process to improve our IT. Each
of these regularly presents to the Board outside of the Top Risk
process. The Board considers resourcing issues separately.

Operational risks were also high on the Board’s agenda, as

well as being discussed at the Investment, Infrastructure and
Operations Committee. The Management Board regularly
scrutinises major projects to ensure risks are being properly
managed. Like many other organisations with a global
presence, we face increasing threats to our people, premises and
information, from civil disorder, conflict, crime, espionage and
terrorism across the network.
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Operational Risks

Below is a summary of the 2017-18 Key Operational Risks that
have been addressed or remain under management.

General Data Protection Regulation (GDPR)

Throughout the year the FCO has been working towards
compliance with the GDPR. In May, the Audit and Risk
Committee agreed good progress had been made. We have
created a register of personal data sets, noted where they
contain special category data and have documented the legal
bases for processing the data sets. We have published privacy
notices on our .gov.uk page and have launched a staff training
package. Updated internal guidance covers the new breach
reporting Data Protection Impact Assessment processes. We
have worked closely with our ALBs and FCO charities to clarify
our role and responsibilities . Our focus is now on embedding
further GDPR compliant processes, including responding to
Rights requests.

People

The FCO's global presence, and the UK’s global interests, create
particular resourcing and staff requirements. The FCO lead or
are heavily involved in a number of areas related to leaving the
EU. The continuing volume of global crises, hurricanes in the
Caribbean, world events relating to Yemen, Iran, South Sudan
and Russia and additional demands emanating from the process
of leaving the EU while sustaining a policy of ‘Global Britain’
exacerbate and stretch FCO capacity and capability gaps and
risk delivery of FCO objectives. New monies recently allocated
for 2018-19 will help to provide these additional resources as we
go forward, though there will be a lead-in time for recruitment
and vetting the staff required. Security clearances are taking
longer across Whitehall as the Civil Service gears up for the

UK'’s departure from the EU. The FCO employs locally-engaged
staff across the overseas network to support our operations.
New monies will help to rebalance, particularly in Europe,
where the UK will support many more functions of government
independently once outside the EU.

Capacity and capability gaps put the delivery of key objectives at
risk.

Mitigating actions:

» Diplomacy 20:20, the FCO's transformational change
programme launched in 2016. It is designed around three
pillars of Expertise, Agility and Platform. Agility and expertise
need to be underpinned by a world-class platform: efficient
services and systems that make the best of our buildings and
our technology and support all partners on the platform. The
programme is managed through a Programme Board that
meets monthly and an Advisory Board that meets quarterly.
The Chief Operating Officer is SRO for the Programme.

» Workforce Strategy is published and Implementation Plan in
place.

» The FCO has secured an additional £120m funding from HMT
to support EU exit and the Global Britain agenda. Part of this
will fund 250 new UK-based staff and 10 new sovereign posts
overseas to help deliver our objectives.

» The FCO continues to increase the diversity of the workforce,
including by reaching out through: various apprenticeship
schemes, internships programmes and promoting the FCO as
a great place to work at outreach events. Diversity includes
visible diversity but also promoting diversity of thought, skills
and background.

Despite these mitigations, risks associated with re-aligning
resources to meet objectives continue to be classified as ‘likely’
and would have a significant impact on the FCO’s outcomes.

Due to the FCO'’s prominent global profile and the nature of the
FCO's work, there is a constant threat to the safety of the FCO's
staff and estates. In the worst case, this could result in the death
of or injury to staff, dependants and contractors, as well as the
destruction of our buildings.

Mitigating actions:

» Active threat monitoring

» Staff awareness and training

» Adjustments to staff numbers at affected Posts
» Guarding and practical counter-measures

» Continued review of baseline measures against new
Management Board criteria

These mitigations reduce the impact and likelihood of this risk
from ‘severe” and "highly likely’ to ‘major” and ‘possible’.

Programme Management

With the growth of policy programme spending, it is increasingly
important that staff are well trained in how to manage
programmes. The steep increase created a risk that a lack of
proper programme management capability or capacity

and insufficient assurance or non-compliance with ODA criteria
could reduce the impact and effectiveness of policy programme
delivery and damage the FCO's reputation.

Mitigating actions:

» FCO has adopted a portfolio approach to its policy
programmes. The Policy Programme Portfolio Board chaired
by the PUS oversees this.

» Establishment of Portfolio Management Office to support
implementation of the portfolio approach and to improve the
FCO's overall programme management.

» Refreshed governance and assurance framework implemented
for all policy programmes.

» New and improved operating framework for policy
programmes in development.

» Remote training offered to all Posts to support them through
the transformation programme, as well as support and
training for senior leaders overseeing large programmes.
Further work on capability under way.

These mitigating actions have reduced the likelihood of this
major risk from ‘likely” to ‘possible’.
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Commercial Management

Inadequate contract management structures and lack of staff
with the right capacity could present a risk to policy delivery.
Cabinet Office set minimum Commercial operating standards:

Regular performance reviews to demonstrate conformance
against agreed contracted outcomes.

Effective contract management is applied proportionately.

Appropriate level and number of contract managers, trained and
competent assigned to each eligible contract.

Strong contract management is key to ensuring contracts deliver
as intended.

Mitigating actions:

» All procurements over £100k are required to appear in front
of the Procurement Strategy and Advisory Board (PSAB).
Commercial experts from across the FCO sit on the board;
they challenge and review business cases to ensure value for
money is being achieved.

» PSAB has started to use a contracts segmentation tool to
split contracts into three tiers according to risk. The risk
is determined through analysing a mix of value, contract
complexity and contract criticality. A contract manager is
identified for each. The FCO has led workshops to develop this
segmentation approach.

» Preliminary development of a Commercial Standards
Improvement Plan for the whole FCO.

» Online Commercial Awareness training kept under review to
ensure value.

These mitigating actions have reduced the likelihood of this
major risk from ‘likely’ to ‘possible”.

Major Policy Programmes

Delays to the delivery of major programmes, in particular
Prosperity Fund Programmes could impact policy delivery or
FCO reputation. These are captured in two risks on the Top Risk
Register: Prosperity Fund Programme, and Policy Programme
Delivery.

Mitigating actions:

» Establishment of the Portfolio Board for policy programmes,
chaired by the PUS;

» Additional commercial expertise recruited;

» The Policy Programme Transformation Unit has been
upgraded to a Portfolio Management Office, strengthening
assurance and oversight of FCO spend;

» Internal assurance framework for policy programmes clarified,
strengthened and communicated to staff;

» Case made successfully to re-profile the Prosperity Fund to
reflect realistic delivery timelines;

» Training delivered to key staff, including programme SROs;

» Work underway on a refreshed operating framework for
policy programmes in the FCO.

These mitigating actions have reduced the likelihood of the
Prosperity Fund Programme risk from ‘highly likely" to ‘likely” and
the Policy Programme Delivery risk from ‘likely’ to ‘possible’.

The nature of the projects and programmes undertaken by FCO
means it operates in a wide range of countries, including some
fragile environments e.g. war zones or areas of crisis. In such
environments, there is limited recourse to a normal business
infrastructure to manage or control financial transactions. This
increases operational risk. Sometimes payments have to be
managed with cash, which by its nature increases the risk of
fraud or the diversion of funds. The FCO puts in place checks and
control frameworks to manage and mitigate these risks; however,
they cannot be eradicated and there will always be an element
of residual risk when working in certain fragile environments. The
FCO takes the decision to operate in such fragile environment
with these risks in mind and deploys practical mitigations as far
as possible. Programme managers are encouraged to regularly
review their risks and monitor their controls.

Infrastructure

We are planning on an increase in capital spend across the
estate with the proceeds of the Bangkok Compound sale in
January which will address historic underinvestment. While this
allows us to reduce overall risk (particularly as spend is focussing
on health and safety rectification; overdue maintenance; and
seismic strengthening), this scale-up in spend brings delivery risk.

Mitigating actions:

» We are hiring in additional project managers in the Estates
team, outsourcing delivery where necessary, and putting in
place a new and more rigorous monitoring programme.

There is a major risk of IT service failure, until the rollout of Tech
Overhaul is complete in 2018, due to the age of the IT estate.
This could lead to a loss of capability to work, with reduced
morale and efficiency, as well as reputational damage to the
FCO. The global nature of the FCO's IT estate increases the
potential for and impact of system failure.

Mitigating actions:

» Work to upgrade legacy operating systems, including
deployment of new smart phones to replace BlackBerry
devices and network accelerators to individual Posts.

» Accelerated delivery of new confidential systems.
» Risk-based review of legacy components.

These mitigations have reduced the likelihood of the risk from
‘highly likely’ to ‘likely’; its potential impact continues to be rated
as ‘'major’. The likelihood and impact of this risk will decrease as
the full Tech Overhaul programme is rolled out.

The Tech Overhaul will deliver significant improvements to

the FCO's IT capability, bringing the organisation into line with
the best practice across government. The programme will

also increase overall output by allowing staff to perform their
day-to-day tasks more efficiently. Delay in delivering the design
and deployment of the Tech Overhaul programme will result in
inefficiencies and increased costs.
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Mitigating actions:

» Strong governance structures and careful risk management,
including regular reporting to Management Board.

» Designated as a major project under the Infrastructure and
Projects Authority definition.

» Establishment of Tech Overhaul Representatives in Posts and
departments to ensure staff engagement.

These mitigations have reduced the likelihood of the programme
being delayed from ‘likely’ to ‘possible’.

Information

Major information loss or loss of capability to work could result
from a failure to keep the FCO'’s global infrastructure secure. A
failure of information security would result in not only significant
strategic threats to the FCO but could also incur significant
reputational damage to the organisation, as well as the UK’s
reputation worldwide.

Mitigating actions:
» Switch to a more secure data centre.
» Encryption of all personal data within our networks.

» Ongoing work across government to replace the Government
Secure Intranet.

» Large-scale counter-phishing campaign.

» Tech Overhaul programme to deliver systems that are more
rigorous.

» Additional patches deployed to ensure all systems are
appropriately up-to-date.

These mitigations have reduced the impact and likelihood of an
information security breach from ‘severe” and ‘highly likely’ to
‘major” and ‘likely” respectively.

Great Britain China Centre (GBCC) a Non Departmental Public
Body that is part funded by the FCO experienced a largescale
cyber-attack in December 2017, which resulted in the content
of GBCC emails being downloaded. GBCC reported this to

the FCO and National Cyber Security Centre (NCSC), who are
investigating. GBCC worked closely with their IT supplier to
implement improvements to security, allowing restoration of the
service. They are continuing to work closely with their IT supplier
and NCSC to learn as much as possible about the attack, so that
further updates to the system can be made to ensure a future
attack of the same nature is not possible.

Fraud

Parliament is concerned that Departments are not identifying
all fraud that is taking place. Departments have been tasked
to undertake more work to actively identify fraud and to
professionalise counter fraud activities.

This was echoed at the PAC hearing in March 2017 where the
FCO (along with DFID and the British Council) were tasked with
actively looking for more fraud in the Programme area. The
FCO fully supports the initiative to fully understand the true

level of fraud and has introduced data analytics software, which
amongst other benefits will help identify potential problems.
Extra resource is being budgeted to the counter fraud team

to actively look for fraud. The FCO agrees that a professional
approach to counter-fraud activities is required and supports the
introduction of standards.

The nature of the FCO's Programme work carries an inherently
higher risk of fraud and error than the administrative spend.
We have put in place procedures to mitigate these risks and
where higher risk projects are undertaken, appropriate levels of
management including Ministers are consulted.

Cyber fraud is an increasing risk for any organisation where
vigilance is an important deterrent. Given the nature of this
risk, mitigations have reduced the likelihood of fraud in these
areas, but with the need to be constantly vigilant and identify
circumstances where fraud can occur the likelihood remains as
‘possible’.
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FCO Corporate Governance Architecture,
Membership and Attendance Record

Supervisory Board

Frequency of meetings: The Board met twice during 2017-18

Member

Tenure

No. of Meetings Attended during 2017-18

The Rt Hon Boris Johnson MP Secretary
of State for Foreign Affairs (Chair)

The Rt Hon Sir Alan Duncan MP

The Rt Hon Mark Field MP

The Rt Hon Tobias Ellwood MP

The Rt Hon Alistair Burt MP

The Rt Hon Baroness Anelay of St Johns

The Lord Ahmad of Wimbledon

Alok Sharma MP

Rory Stewart MP

Harriett Baldwin MP

Miranda Curtis, Lead Non-Executive Board Member

Warren Tucker, Non-Executive Board member
and Chair of FCO Audit and Risk Committee

Julia Bond, Non-Executive Board Member

Sir Edward Lister, Non-Executive Board Member

Sir Simon McDonald, Permanent Under Secretary of State
Peter Jones, Chief Operating Officer

One of three policy DGs attending on rotating basis
Andrew Sanderson, Director Finance
*No Supervisory Boards held during tenure.

FCO Management Board

From July 2016

From July 2016

From June 2017

From July 2014 — June 2017
From June 2017

From August 2014 — June 2017
From June 2017

From July 2016 — June 2017
From June 2017 until Jan 2018
From January 2018

From March 2017

From November 2015

From April 2011

From March 2017
From September 2015
From May 2017

From September 2016

Frequency of meetings: The Board met ten times during 2017-18.

2/2

2/2
2/2
0/0*
172
0/0*
172
0/0%
2/2
0/0*
2/2
2/2

2/2
172
2/2
2/2
2/2
2/2

Sir Simon McDonald, Permanent Under Secretary of State (Chair)

Karen Pierce, Director General Political

Dr Christian Turner, Deputy National Security Adviser
Peter Jones, Chief Operating Officer

Philip Barton, Director General Consular & Security
Lindsay Croisdale-Appleby, Director General Global Britain
Deborah Bronnert, Director General Global Britain

Jill Gallard, Director Human Resources

Andrew Sanderson, Director Finance

Helen Bower-Easton, Director Communications

Dr Liane Saunders, Director Strategy &
Strategic Programmes Coordinator

Sir lain MacLeod, The Legal Adviser
Alison Blake, High Commissioner, Dhaka
Warren Tucker, Non-Executive Board Member

Julia Bond, Non-Executive Board Member

*Some of the meetings were scheduled at short notice; Where unable to attend Members provided written feedback.

From September 2015

From April 2017 until March 2018

From April 2017
From May 2017
From April 2017

From April 2017 until July 2017

From July 2017

From October 2014
From September 2016
From March 2017
From May 2017

From 2011

From September 2016
From November 2015
From April 2011

10/10
7/10%
8/10*
9/9

9/10*
3/3

717

9/10*
10710
10/10
10710

7/10%
7/10%
7/10*
10710
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Senior Appointments Board

Membership

Summary of Discussions
during 2017-18

Frequency of meetings

PUS, Chief Operating Officer, DG Political, DG Consular and Security, DG Global Britain, DG EU Exit, Assistant Private Secretary
to the Deputy National Security Adviser (Conflict, Stability and Defence), HR Director, Julia Bond (Non-Executive Board Member),
with PPS/Foreign Secretary as an observer.

The Senior Appointments Board considered appointments at SMS2 and above, weighing up candidates experience and expertise
and their performance against SMS competences. The Board also considered issues affecting senior appointments such as the
diversity of appointments and the grading of roles.

Monthly (except August)

Audit & Risk Assurance Committee

Membership

Summary of Discussions
during 2017-18

Frequency of meetings

Warren Tucker, Chairman (Non- Executive Member of Management Board); Ann Cormack, Independent Member; and Stephen
Hawker, Independent Member.

Evaluation of strategic processes for risk, control and governance, challenging the effectiveness of existing systems through the
targeting of potential weaknesses. Review of risks through risk register reviews and mitigation plans surrounding Information
Risk (including GDPR), Cyber Security, KTD Strategy, Health and Safety, Disaster Recovery and Business Continuity. Analysis of
planned activity and results of both internal and external audit services, including assurance mapping and the outcome of fraud
investigations. Consideration of FCO accounting policies and resource accounts prior to PUS signature. Regular effectiveness
reviews of the Audit & Risk Assurance Committee are conducted, using the NAO checklist, and action is taken to address any
matters arising.

Five times during the financial year.

Investment, Infrastructure & Operations Committee

Membership

Summary of Discussions
during 2017-18

Frequency of meetings

Chief Operating Officer (Chair), DG Ops Directors, Regional Directors, Consular Director, Heads of Mission, Overseas Staff.

The FCO'’s Global Asset Management Plan, including addressing health and safety issues such as rewiring the Residence in
Paris and other estate related investment decisions exceeding £5m in value. Oversight of the FCO's IT portfolio, with a focus
on the £120m Tech Overhaul project, providing advice to the FCO Board, and other IT investment decisions exceeding £5m in
value. The Committee signed off on physical security guarding contracts overseas and the procurement of armoured vehicles.
CSSF and Prosperity Fund programme spending over £2m including projects in Syria, Iraq and in support of post-hurricane
reconstruction in the Overseas Territories.

Fortnightly.

Health & Safety Committee

Membership

Summary of Discussions
during 2017-18

Frequency of meetings

ExCo members, Head of International HR Department/Human Resources Directorate, Director Consular Services, Director Estates
and Security, Head of Security and DSO, Estates and Security Directorate, Head of Talent and Capability Department/Human
Resources Directorate, Health and Safety Manager/Human Resources Directorate.

The new FCO Health and Safety Commitment, Review of significant incidents including Grenfell, Civil Service Health and
Wellbeing Framework, ACCA statements and Terms of Reference for HS Committee.

Twice a year.

One HMG Overseas Network Board

Membership

Summary of Discussions
during 2017-18

Frequency of meetings

FCO Chief Operating Officer (Chair) and representatives from the Department for International Development, Ministry of
Defence, Department for International Trade, Her Majesty’s Revenue & Customs, British Council, National Crime Agency, Home
Office, Her Majesty’s Treasury and Cabinet Office.

Re-focused Board to play a more strategic role including collective Global Britain impact. Re-balanced relationship with the
functional boards - International People, International Estates and Security, International Procurement, Chief Information
Officers, Finance and the Steering Group - to set direction and hold them to account. Established close collaboration with the
Expertise and Platform pillars of the Diplomacy 20:20 Programme in particular the Future Heads of Mission workstream and the
Corporate Capability Programme.

Quarterly.

Policy Programme Portfolio Board

Membership

Summary of Discussions
during 2017-18

Frequency of meetings

ExCo members

The Policy Programme Portfolio Board met for the first time in September 2017. It agreed terms of reference for its role to
“provide strategic direction for the portfolio as a whole as well as scrutiny for the largest individual programmes and those
which are novel and contentious”. The Board also discussed concept bids for a fourth and final window of the cross Whitehall
Prosperity Fund. During the year it has considered portfolio business, including a number of individual business cases, including
by written procedure.

Quarterly.
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Remuneration & Staff Report

Remuneration Report

A number of sections in the Remuneration Report are subject
to audit. Equivalent information relating to Wilton Park is given
in its separate accounts. Other ALBs/ NDBPs provide equivalent
information in their own accounts when required to do so,
therefore they do not feature in this report.

Service Contracts

The Constitutional Reform and Governance Act 2010 requires
Civil Service appointments to be made on merit on the basis of
fair and open competition. The Recruitment Principles published
by the Civil Service Commission specify the circumstances when
appointments may be made otherwise.

Unless otherwise stated below, the officials covered by this
report hold appointments which are open-ended. Early
termination, other than for misconduct, would result in the
individual receiving compensation as set out in the Civil Service
Compensation Scheme.

Further information about the work of the Civil Service
Commission can be found at www.civilserviceccommission.org.uk

Remuneration Policy

Ministers’ remuneration is set by the Ministerial and Other
Salaries Act 1975 and the Ministerial and Other Pensions and
Salaries Act 1991.

The salary of the Permanent Under-Secretary was set by the
Prime Minister on the recommendation of the Permanent
Secretaries’ Remuneration Committee.

The Committee’s membership and terms of reference were
announced by the then Prime Minister on 9 February 1995.

The salaries of the 27 most senior Foreign and Commonwealth
Office staff are agreed by the Foreign Secretary on the advice of
the Senior Management Structure Payband 3 & 4 Performance
Panel, which is chaired by Sir Simon McDonald.

The salaries of members of the Board in Senior Management
Structure Payband 2 followed a framework set centrally for the
Civil Service in response to the recommendations of the Senior
Salaries Review Board. Annual pay awards for these staff are
determined by the Payband 2 Remuneration Committee, which is
chaired by the Chief Operating Officer.

Remuneration (including salary)
and pension entitlements

The following sections are subject to audit and provide details
of the remuneration and pension interests of the Ministers
and most senior management (i.e. Board members) of the
department.

Remuneration (salary, benefits

in kind and pensions)

During the year 2017-18 Harriett Baldwin MP and the Rt Hon
Rory Stewart OBE MP served as Ministers for the FCO. This
was a joint Ministerial role with DFID. Information on their
remuneration can be found in DFID’s Annual report and
Accounts.



Ministers (subject to audit)

Foreign & Commonwealth Office Annual Report and Accounts 2017 - 2018 76

Benefits in Kind Pension Benefits Total

Ministers (to nearest £100) (to nearest £1000)" (to nearest £1000)

2017-18 2016-17 201718  2016-17  2017-18 2016-17 2017-18 2016-17
Rt Hon Boris Johnson MP (from 67505 48,269 - - 18,000 13,000 86,000 61,000
July 2016)
Rt Hon Sir Alan Duncan KCMG g ) . )
MP (from July 2016) 31,680 22,568 7,000 39,000 23,000
Rt Hon Baroness Anelay of St . . ) )
Johns DBE (until 11 June 2017) 28,814 105,652 10,000 42,000 39,000 148,000
Rt Hon Tobias Ellwood MP (until 5,504¢ 22,375 - - 2,000 6,000 8,000 28,000
13 June 2017)
Alok Sharma MP (from July 2016 5,5047 15,8798 - - 2,000 4,000 8,000 20,000
until 12 June 2017)
Lord Ahmad of Wimbledon (from 5 . ) ) ) )
13 June 2017) 62,545 17,000 80,000
Rt Hon Alistair Burt MP (from 13 25 34410 ) ) ) 5 000 i 30,000 )
June 2017)
Rt Hon Mark Field MP (from 13 ) ) ) ) i ) )
June 2017)
Rt Hon Philip Hammond MP (until ) 22 502" ) ) ) 5 000 ) 28,000
July 2016)
Rt Hon David Lidington MP (until ) - ) ) ) )
15 July 2016) 10,560 3,000 13,000
Rt Hon Hugo Swire MP (until 14 ) " ) ) ) )
July 2016) 9,112 3,000 12,000
James Duddridge MP (until 15 July ) 46315 ) ) ) 6,000 ) 11,000

2016)

1. The value of pension benefits accrued during the year is calculated as (the real increase in pension multiplied by 20) less (the contributions made by the

individual). The real increase excludes increases due to inflation or any increase or decrease due to a transfer of pension rights.

Rt Hon Boris Johnson MP full year equivalent salary was £67,505 in 2016-17
Rt Hon Sir Alan Duncan KCMG MP full year equivalent salary was £31,680 in 2016-17.

Rt Hon Baroness Anelay of St Johns DBE full year equivalent salary was £115,257 in 2017-18.

Rt HonTobias Ellwood MP full year equivalent salary was £22,375 in 2017-18.

Alok Sharma MP full year equivalent salary was £22,375 in 2017-18.

2
3
4.
5. Rt Hon Baroness Anelay of St Johns DBE full year equivalent salary was £115,257 in 2016-17. Baroness Anelay was transferred to DIT for one month.
6
7
8

Alok Sharma MP full year equivalent salary was £22,375 in 2016-17.

9.  Lord Ahmad of Wimbledon full year equivalent salary was £82,711 in 2017-18.
10. Rt Hon Alistair Burt MP full year equivalent salary was £31,680 in 2017-18.

11. Rt Hon Mark Field MP did not claim a salary or pension in 2017-18.
12. Rt Hon Philip Hammond MP full year equivalent salary was £67,505 in 2016-17.

13. Rt Hon David Lidington MP full year equivalent salary was £31,680 in 2016-17.
14. Rt Hon Hugo Swire MP full year equivalent salary was £31,680 in 2016-17.
15. James Duddridge MP full year equivalent salary was £22,375 in 2016-17.
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Members of the FCO Management Board (Subject to audit)

Officials

Salary (£000)'

Benefits in Kind
(to nearest
£100)

Bonus Payments
(£000)

Pension Benefits
(£'000 to nearest
£1,000)?

Total (E000)

201718 2016-17 2017-18 2016-17 2017-18 2016-17 2017-18  2016-17 2017-18  2016-17
Simon McDonald 185-190  185-190 - - - - 3 234 185-190 420-425
Karen Pierce (from April 2017 until Py ) ) ) ) ) 4 ) :
March 2018) 135-140°  135-140 89 135-140 225-230
Peter Jones (from May 2017) 115-120° = - = = = 272 - 385-390 =
Tim Barrow (from March 2016 ) - ) ) ) ) ) ) )
until January 2017) 120-125 10-15 17 150-155
Christian Turner s
(from April 2016 until April 2017) 5-10 115-120 ~ 10-15 4 195 25-30  310-315
Sarah Macintosh (until November ) 85-90° ) 10415 ) ) ) 30 ) 130-135
2016)
Jonathan Allen (from December ) . ) ) ) ) ) ) )
2016 until April 2017) 540 46 80785
Deborah Bronnert (Until 31st YA AT ) ) ) ) ) )
December 2016) (from July 2017) 95-100 95-100 14 33 125-130  130-135
Jill Gallard 100-105  100-105  10-15  10-15 = = 27 30 135-140  140-145
lain Walker (until August 2016) = 45-50" = 10-15 = = = 16 = 70-75
Liane Saunders e i ) ) ) ) ) ) )
(from May 2017) 90-95 22 115-100
Andrew Sanderson ) AR ) ) ) ) ) )
(from September 2016) 100-105  55-60 23 24 120-125  80-85
lain MacLeod 135-140  130-135 = = = = 8 30 140-145 160-165
Caroline Wilson (until July 2016) = 30-35' = 10-15 = = = 5 = 35-40
Alison Blake (from September 85-90 505577 ) ) ) ) 17 4 100-105  60-65
2016)
Philip Barton (from April 2017) 130-135'® = = = = = 80 = 210-215 =
Helen Bower-Easton 105-110 - - - - - 29 - 130-135 -
Lindsay Croisdale-Appleby 35401 i ) ) ) ) 2 ) 75-80 )

(until July 2017)

1. The figures shown for salary are total gross salary including all taxable allowances before any applicable tax or other deductions are taken

2. The value of pension benefits accrued during the year is calculated as (the real increase in pension multiplied by 20) plus (the real increase in any lump
sum) less (the contributions made by the individual). The real increases exclude increases due to inflation or any increase or decreases due to a transfer of
pension rights. The pension benefits shown are before tax or any other applicable deductions have been taken

Nouvkw

by Cabinet Office.

Karen Pierce full year equivalent salary was 140-145k in 2017-18.
Karen Pierce chose not to be covered by the Civil Service pension arrangements during the reporting year
Peter Jones full year equivalent salary was 125-130k in 2017-18.

Tim Barrow full year equivalent salary was £130-135k in 2016-17.
Christian Turner left the FCO in April 2017 to take up role at Cabinet Office. As part of this new role he remains a member of the FCO board, but is paid

8. Christian Turner full year equivalent salary was 140-145k in 2017-18.

9.  Sarah Macintosh full year equivalent salary was £130-135k in 2016-17.
10. Jonathan Allen full year equivalent salary was £110-115k in 2016-17.
11.  Deborah Bronnert full year equivalent salary was 130-135k in 2017-18
12.  Deborah Bronnert full year equivalent salary was £130-135k in 2016-17
13. lain Walker full year equivalent salary was £110-115k in 2016-17

14. Liane Saunders full year equivalent salary was £100-105k in 2017-18
15.  Andrew Sanderson full year equivalent salary was £95-100k in 2016-17
16. Caroline Wilson full year equivalent salary was £95-100k in 2016-17

17.  Alison Blake full year equivalent salary was £85-90k in 2016-17

18.  Philip Barton full year equivalent salary was £130-135 in 2017-18
19. Lindsay Croisdale-Appleby full year equivalent fees were £110-115k.
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Non-executive Directors (Subject to audit)

Officials

Salary (£000)

Bonus Payments

Benefits in Kind  Pension Benefits  Total (E000)

(£000) (to nearest £100) (to nearest
£1000)
2017-18 2016-17 2017-18 2016-17 2017-18 2016-17 2017-18 2016-17 2017-18 2016-17

Julia Bond 10-15 10-15 - - - - - - 10-15 10-15
Warren Tucker 15-20 15-20 = = = = = = 15-20 15-20
Richard Lambert (until March :

2017) 5-10 5-10
Stephen Hawker? 1520  15-20 = = = = = = 15-20  15-20
Ann Cormack? 0-5 0-5 = = = = = = 0-5 0-5
Miranda Curtis (from March 4

2017) 2uzs 20-25

Edward Lister (from March

2017) 10-15 10-15

1. Richard Lambert full year equivalent fees were £15-20k in 2016-17
2. Stephen Hawker's fees include work as a NED on FCO Services Board. For the FCO, Stephen Hawker is an independent member of ARAC and not a NED.
3. Ann Cormack is an independent member of ARAC and not a NED
4. Miranda Curtis donated all her salary to Camfed international. Her salary includes payment in arrears from March 2017; her full year equivalent salary was

15-20in 2017-18.

Salary

‘Salary” includes gross salary; overtime; reserved rights to London
weighting or London allowances; recruitment and retention
allowances; private office allowances and any other allowance
to the extent that it is subject to UK taxation. This report is
based on accrued payments made by the Department and thus
recorded in these accounts. In respect of Ministers in the House
of Commons, departments bear only the cost of the additional
Ministerial remuneration; the salary for their services as an MP
(£74,962 from 1 April 2016, £76,011 from 1 April 2017) and
various allowances to which they are entitled are borne centrally.
However, the arrangement for Ministers in the House of Lords

is different in that they do not receive a salary but rather an
additional remuneration, which cannot be quantified separately
from their Ministerial salaries. This total remuneration, as well
as the allowances to which they are entitled, is paid by the
Department and is therefore shown in full in the figures above.

Benefits in Kind

The monetary value of benefits in kind covers any benefits
provided by the department and treated by HM Revenue and
Customs as a taxable emolument.

Salary increases and bonuses

For base salary increases, SMS/SCS staff performance is validated
across 3 ratings with the following forced distribution (with

1 being the highest): 1-25%; 2—65%; 3—10%. The criteria for
assessment are:

» The quality of leadership provided by the jobholder — taking
account of what the jobholder’s team has achieved and how
it has been done. For this line managers are asked to consult
SMS leadership competence behaviours including valuing
diversity;

» Ability to learn and develop — taking account of competence
growth through improved skills rather than volume of
development activity;

» Corporate contribution;

» We created the Senior Pay Committee in May 2017 to
strengthen the governance of decision making on SMS/SCS

pay.

Bonuses are based on performance levels attained and are made
as part of the performance appraisal moderation process. Due to
timings of the appraisal process, bonuses paid in 2017-18 relate
to performance in 2016-17, and bonuses paid in 2016-17 relate to
performance in 2015-16. SMS/SCS staff appraisals are validated
for both base pay and bonuses. They are subject to validation in
line with Cabinet Office guidance. Line managers are asked for a
judgement about the jobholder’s delivery of clear, stretching and
specific outcomes in year. They should take into account factors
like stretch, complexity, challenging environment and availability
and quality of resources.

Following validation, 25% of SMS staff can be paid performance
related payments (PRP). In 2017-18, the values of bonuses
awarded were £11,400 irrespective of grade.

Permanent Secretaries are assessed against objectives which
include business delivery; corporate delivery and capability
building. Bonuses are subject to scrutiny at the Permanent
Secretary Remuneration Committee (PSRC). This is a sub-
committee of the independent Senior Salaries Review Board.

Its main purpose is to make recommendations to the Prime
Minister on pay and nonconsolidated payments to be awarded to
Permanent Secretaries.
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Pay Multiples (subject to audit)

Pension Benefits (subject to audit)

2017-18 2016-17 % change Minister Accrued Real CETVat CETVat Real
) pen-sionat increasein 31/3/18  31/3/17 increase
Band of highest _ ; age65as  pension at in CETV
o ) £185 £185 o
paid director’s total 190k 190K 0.0% at31/3/18  age 65
remuneration £000 £000  £000  £000  £000
Median remuneration of i
£34,193  £33,108 3.3%? Rt Hon Boris . g
all UK Based staff ’ Johnson MP o bezs = UL .
Ratio 5.5 5.7 -3.5%? Rt Hon Sir Alan
Duncan KCMG 5-10 0-2.5 92 81 5
: o MP
1. The percentage change in the midpoints of the salary ranges
2. The percentage change in median salary Alok Sharma MP ) )
3. The percentage change in the ratio (till June 2017) e 022 2 & !
Rt Hon Mark
Field MP (from - - - - -
Reporting bodies are required to disclose the relationship June 2017)
between the remuneration of the highest-paid director in their Rt Hon Tobias
organisation and the median remuneration of the organisation’s Ellwood MP (ill 0-5 0-2.5 17 15 1
workforce. The banded remuneration of the highest-paid director June 2017)
in the Forei lth Office in the fi ial Rt Hon Alistair
in the Foreign and Commonwealth Office in the mama yearl Burt MP (rom £10 025 149 133 3
2017-18 was £185k-190k (2016-17, £185k-190k). As disclosed in June 2017)
the Remuneratfn repdgrt table on palge 7? Lms vvaEfS.S t|meh§ i Rt Hon Baroness
(2016-17, 5.7) the median remuneration of the workforce, whic Anelay of St 2025 025 354 341 8
was £34,193 (2016-17, £33,108). Johns DBE (till
June 2017)
The change in median remuneration for all UK Based staff is Lord Ahmad
affected by a number of factors — salary increases, awards of of Wimbledon 5-10 0-2.5 89 73 7
(from June 2017)

PRP and the grade mix of the workforce. The median salary is
the pay received by the ‘middle’ person in the organisation. For
2017-18 this person was earning more than last year due mainly
to changes in grade structure and mix. In 2017-18, no employee
received remuneration in excess of the highest-paid director (1
employee did in 2016-17). Remuneration ranged from £19,041
to £190,000 (2016-17, £18,779 to £190,000). Total remuneration
includes salary, non-consolidated PRP and benefits-in-kind and

is subject to statutory deductions for income tax and employee
national insurance contributions where applicable. It does not
include severance payments, employer pension contributions and
the cash equivalent transfer value of pensions.

This does not include Ministers Harriett Baldwin MP (January
2018) and Rory Stewart OBE MP (June 2017-January 2018) as
they are joint Ministers for the FCO and DFID. They are on DFID's
payroll, details of their remuneration can be found in DFID annual
report and accounts.

Ministerial pensions

Pension benefits for Ministers are provided by the Parliamentary
Contributory Pension Fund (PCPF). The scheme is made under
statute and the rules are set out in the Ministers' etc. Pension
Scheme 2015, available at http:/gna.files.parliament.uk/
ws-attachments/170890/original/PCPF%20MINISTERIAL%20
SCHEME%20FINAL%20RULES.doc.

Those Ministers who are Members of Parliament may also

accrue an MP's pension under the PCPF (details of which are

not included in this report). A new MP's pension scheme was
introduced from May 2015, although members who were MPs
and aged 55 or older on 1 April 2013 have transitional protection
to remain in the previous MP's final salary pension scheme.

Benefits for Ministers are payable from State Pension age under
the 2015 scheme. Pensions are re-valued annually in line with
Pensions Increase legislation both before and after retirement.
The contribution rate from May 2015 is 11.1% and the accrual
rate is 1.775% of pensionable earnings.

The figure shown for pension value includes the total pension
payable to the member under both the pre- and post-2015
Ministerial pension schemes.
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The Cash Equivalent Transfer Value (CETV)

This is the actuarially assessed capitalised value of the pension scheme benefits accrued by a member at a particular point in time.
The benefits valued are the member’s accrued benefits and any contingent spouse’s pension payable from the scheme. A CETV is a

payment made by a pension scheme or arrangement to secure pension benefits in another pension scheme or arrangement when
the member leaves a scheme and chooses to transfer the pension benefits they have accrued in their former scheme. The pension
figures shown relate to the benefits that the individual has accrued as a consequence of their total Ministerial service, not just their
current appointment as a Minister. CETVs are calculated in accordance with The Occupational Pension Schemes (Transfer Values)
(Amendment) Regulations 2008 and do not take account of any actual or potential reduction to benefits resulting from Lifetime
Allowance Tax which may be due when pension benefits are taken.

The real increase in the value of the CETV

This is the element of the increase in accrued pension funded by the Exchequer. It excludes increases due to inflation and
contributions paid by the Minister. It is worked out using common market valuation factors for the start and end of the period.

Officials’ pensions (subject to audit)

Officials

Accrued pension at
pension age as at

31/3/18 and related
lump sum

Real increase in pension
and related lump sum at
pension age

CETV at
31/3/18

CETV at
31/3/17

Real in-
crease in
CETV

Employer
con-tribution

to partnership
pension account

£000 £000 £000 £000 f000  Nearest £100
. 80-85 plus a lump 0-2.5 plus a lump )
Simon McDonald UM of 250-255 Sum of 2.5-5 1,858 1,739 2
Karen Pierce (From April 2017 K ) ) . ) )
untill March 2018)
55-60 plus a lump 12.5-15 plus a lump )
Peter Jones (From May 2017) cum of 75-80 sum of 15-17.5 1122 818 250
Christian Turner (from April 30-35 plus a lump 0-2.5 plus a lump 484 481 1 .
2016 until April 2017) sum of 80-85 sum of 0-2.5
Deborah Bronnert (Until 31st 50-55 plus a lum
December 2016) (from 10 July plusa’ump o5 s plus a lump sum of 0 887 837 -1 =
sum of 125-130
2017)
. 30-35 plus a lump : _
Jill Gallard sum of 75-80 0-2.5 plus a lump sum of 0 533 489 10
Liane Saunders (from May 40-45 plus a lump : )
2017) <um of 35-40 0-2.5 plus a lump sum of 0 623 577 6
. 50-55 plus a lump 0-2.5 plus a lump .
lain Macleod sum of 150-155 sum of 0-2.5 1078 7
‘ 40-45 plus a lump : _
Alison Blake <um of 45-50 0-2.5 plus a lump sum of 0 821 752 15
. . 55-60 plus a lump 2.5-5 plus a lump _
Philip Barton (April 2017) sum of 175-180 sum of 10-12.5 1197 1059 69
Helen Bower Easton 25-30 0-2.5 284 258 5 -
Lindsay Croisdale-Appleby 25-30 plus a lump 0-2.5 plus a lump )
(until July 2017) sum of 65-70 sum of 2.5-5 387 347 24
Andrew Sanderson 2 IR 0-2.5 plus a lump sum of 0 380 349 5 =

sum of 60-65

1. Karen Pierce chose not to be covered by the Civil Service pension arrangements during the reporting year
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Non-executive pensions

None of the non-executive directors are members of the pension
scheme.

Civil Service Pensions

Pension benefits are provided through the Civil Service pension
arrangements. From 1 April 2015 a new pension scheme for civil
servants was introduced — the Civil Servants and Others Pension
Scheme or alpha, which provides benefits on a career average
basis with a normal pension age equal to the member's State
Pension Age (or 65 if higher). From that date all newly appointed
civil servants and the majority of those already in service joined
alpha. Prior to that date, civil servants participated in the
Principal Civil Service Pension Scheme (PCSPS). The PCSPS has
four sections: 3 providing benefits on a final salary basis (classic,
premium or classic plus) with a normal pension age of 60; and
one providing benefits on a whole career basis (nuvos) with a
normal pension age of 65.

These statutory arrangements are unfunded with the cost of
benefits met by monies voted by Parliament each year. Pensions
payable under classic, premium, classic plus, nuvos and alpha
are increased annually in line with Pensions Increase legislation.
Existing members of the PCSPS who were within 10 years of
their normal pension age on 1 April 2012 remained in the PCSPS
after 1 April 2015. Those who were between 10 years and 13
years and 5 months from their normal pension age on 1 April
2012 will switch into alpha sometime between 1 June 2015 and
1 February 2022. All members who switch to alpha have their
PCSPS benefits ‘banked’, with those with earlier benefits in one
of the final salary sections of the PCSPS having those benefits
based on their final salary when they leave alpha. (The pension
figures quoted for officials show pension earned in PCSPS or
alpha — as appropriate. Where the official has benefits in both
the PCSPS and alpha the figure quoted is the combined value

of their benefits in the two schemes.) Members joining from
October 2002 may opt for either the appropriate defined benefit
arrangement or a ‘money purchase’ stakeholder pension with an
employer contribution (partnership pension account).

Employee contributions are salary-related and range between
4.6% and 8.05% for members of classic, premium, classic

plus, nuvos and alpha. Benefits in classic accrue at the rate of
1/80th of final pensionable earnings for each year of service. In
addition, a lump sum equivalent to three years initial pension is
payable on retirement. For premium, benefits accrue at the rate
of 1/60th of final pensionable earnings for each year of service.
Unlike classic, there is no automatic lump sum. Classic plus is
essentially a hybrid with benefits for service before 1 October
2002 calculated broadly as per classic and benefits for service
from October 2002 worked out as in premium. In nuvos a
member builds up a pension based on his pensionable earnings
during their period of scheme membership. At the end of the
scheme year (31 March) the member's earned pension account is
credited with 2.3% of their pensionable earnings in that scheme
year and the accrued pension is uprated in line with Pensions
Increase legislation. Benefits in alpha build up in a similar way
to nuvos, except that the accrual rate in 2.32%. In all cases

members may opt to give up (commute) pension for a lump sum
up to the limits set by the Finance Act 2004.

The partnership pension account is a stakeholder pension
arrangement. The employer makes a basic contribution of
between 8% and 14.75% (depending on the age of the member)
into a stakeholder pension product chosen by the employee from
a panel of providers. The employee does not have to contribute,
but where they do make contributions, the employer will match
these up to a limit of 3% of pensionable salary (in addition to

the employer’s basic contribution). Employers also contribute a
further 0.5% of pensionable salary to cover the cost of centrally-
provided risk benefit cover (death in service and ill health
retirement).

The accrued pension quoted is the pension the member is
entitled to receive when they reach pension age, or immediately
on ceasing to be an active member of the scheme if they are
already at or over pension age. Pension age is 60 for members
of classic, premium and classic plus, 65 for members of nuvos,
and the higher of 65 or State Pension Age for members of alpha.
(The pension figures quoted for officials show pension earned in
PCSPS or alpha — as appropriate. Where the official has benefits
in both the PCSPS and alpha the figure quoted is the combined
value of their benefits in the two schemes, but note that part of
that pension may be payable from different ages.)

Further details about the Civil Service pension arrangements can
be found at the website www.civilservicepensionscheme.org.uk

Cash Equivalent Transfer Values

A Cash Equivalent Transfer Value (CETV) is the actuarially
assessed capitalised value of the pension scheme benefits
accrued by a member at a particular point in time. The benefits
valued are the member’s accrued benefits and any contingent
spouse’s pension payable from the scheme. A CETVis a
payment made by a pension scheme or arrangement to secure
pension benefits in another pension scheme or arrangement
when the member leaves a scheme and chooses to transfer the
benefits accrued in their former scheme. The pension figures
shown relate to the benefits that the individual has accrued as a
consequence of their total membership of the pension scheme,
not just their service in a senior capacity to which disclosure
applies.

The figures include the value of any pension benefit in another
scheme or arrangement which the member has transferred to
the Civil Service pension arrangements. They also include any
additional pension benefit accrued to the member as a result of
their buying additional pension benefits at their own cost. CETVs
are worked out in accordance with The Occupational Pension
Schemes (Transfer Values) (Amendment) Regulations 2008 and
do not take account of any actual or potential reduction to
benefits resulting from Lifetime Allowance Tax which may be due
when pension benefits are taken.
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Real increase in CETV

This reflects the increase in CETV that is funded by the employer. It does not include the increase in accrued pension due to inflation,
contributions paid by the employee (including the value of any benefits transferred from another pension scheme or arrangement) and
uses common market valuation factors for the start and end of the period.

Compensation for loss of office (subject to audit)

The FCO made two payments for compensation for loss of office in 2017-18. Benjamin Gascoigne, Special Advisor, received a
severance payment of £8,317 due to a break for the general election. Liam Parker, Special Advisor, also received a severance payment
of £8,679 due to the break for the general election.

Staff Report

The total FCO workforce as at 31 March 2018 was 12,537 comprising 4,591 FCO UK based staff and 7,946 FCO local staff.

FCO Staff Headcount (subject to audit)

The figures are calculated using staff numbers as at the end of the financial year.

2017-18 2016-17
UK Based' 4591 4499
Local Staff 7946 8366
Ministers? 4 6
Special Advisors B 3
Other 146 128

1. These figures exclude all staff working for UK Visa and Immigration (UKVI), UK Trade & Industry (now Department for International Trade), Wilton Park,
FCO Services, other Whitehall Partners on the FCO platform overseas. But they do include FCO staff working in cross-Whitehall Programme Funded roles.
2. InJune 2017 two joint FCO-DFID private offices were created. These numbers exclude joint Ministers.

FCO UK based staff Headcount
The figures are calculated using staff numbers as at the end of the financial year.

Actual Forecast
2013-14 2014-15 2015-16 2016-177 2017-187 2017-18

Headcount! 4609 4469 4295 4499 4591 4063
Full Time

Equivalent 4523 4380 4201 4420 4523 4003
Casual 16 13 11 = = =
Total FTE 4539 4393 4212 4420 4523 4003
Overtime 42 59 42 36 36

1. These figures exclude all staff working for UK Visa and Immigration (UKVI), UK Trade & Industry (now Department for International Trade), Wilton Park,
FCO Services, other Whitehall Partners on the FCO platform . But they do include FCO staff working in cross-Whitehall Programme Funded roles.
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Total UK Staff (by Grade)

As at 31 March 2018, 62% of UK staff were working in the UK and 38% were based in overseas posts. Approximately 12% of the UK
based workforce were on loan from other Government Departments. The grade breakdown is as follows:

Staff by Grade 2013-14 2014-15 2015-16 2016-17"7  2017-18!

Al (AA)? 18 19 19 45 56

A2 (AO) 653 555 491 451 400

B3 (EO) 734 715 689 670 614

C4 (HEO) 1165 1133 1102 1180 1283

C5 (SEO) 446 443 461 482 503

D6 (Grade 7) 782 792 744 830 866

D7 (Grade 6) 407 430 424 428 447

SMS (SCS) 404 382 365 413 422
4609 4469 4295 4499 4591

1. These figures exclude all staff working for UK Visa and Immigration (UKVI), UK Trade & Industry (now Department for International Trade), Wilton Park,
FCO Services, other Whitehall Partners on the FCO platform overseas. But they do include staff working in cross-Whitehall Programme Funded roles.

2. Theincrease in A1 (AA) numbers in 2016-17 and 2017-18 reflects that our internship programme now runs from September to May. Interns’ employment
now spans financial years and as such, they are within our headcount on 31st March.

Number of Senior Civil Servants (by Grade)
The figures are calculated using staff numbers as at the end of the Financial Year:

Grade of Staff 2017-18 2016-17
SMS4 3 3

SMS3 28 28
SMS2 105 103
SMS1 286 279
TOTAL 422 413

These figures exclude all staff working for UK Visa and Immigration (UKVI), UK Trade & Industry (now Department for International Trade), Wilton Park, FCO
Services, other Whitehall Partners on the FCO platform. But they do include FCO staff working in cross-Whitehall Programme Funded roles.

Staff Costs (subject to audit)

The figures are calculated using average staff numbers throughout the financial year. This table is subject to audit and forms part of
the accounts in Note 3.

201718 2016-17
Permanent Staff Others  Ministers Special Total Total
Local Staff UK Staff Advisers

£000 £000 £000 £000 £000 £000 £000

Wages and Salaries 146,380 239,013 1,703 202 274 387,572 377,629
Social Security Costs > 15,707 3 21 19 15,750 15,242
Other Pension Costs 15,111 35,279 7 27 50 50,474 49,930
161,491 289,999 1,713 250 343 453,796 442,801

Less Recoveries from Qutward . (2,236) : - - (2,236) (4,125)

Secondments

Total Net Costs 161,491 287,763 451,561 438,676
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Departmental Activity

These figures in the table below are calculated using average staff numbers throughout the financial year, as opposed to staffing levels
at the year end. The figures include front line activity only. A management and support element has been proportionately distributed
across these activities.

2017-18 2016-17
Permanent Staff Others Total Total
Local Staff UK Staff

SO1 — Protect Our People 2,349 1,106 17 3,472 3,680
SO2 - Project Our Global Influence 3,993 2,927 52 6,972 6,461
SO3 — Promote Our Prosperity 1,475 521 8 2,004 2,087
7,817 4,554 77 12,448 12,228

Of which:
Core Department 7,817 4,432 71 12,320 12,114
Wilton Park = 72 6 78 75
Other Designated Bodies - 50 - 50 40
7,817 4,554 77 12,448 12,228

In addition to the above numbers there were 6 Minister and 3 Special Advisors whose portfolios can cover all Foreign policy priorities
and therefore have not been allocated specifically in the table.

Percentage of UK staff spent on Percentage of Local staff spent on
priorities (as at March 2018) priorities (as at March 2018)

Local Staff -

16% SO1 - Protect Our 41% S02 - Project Our 9% SO1 - Protect Our 14% S02 - Project Our
People Global Influence People Global Influence

7% S03 - Promote Our 36% Management & 5% SO03 - Promote Our 72% Management &
Prosperity Support Prosperity Support

Local Staff

Our Local Staff make up 63% of the total FCO workforce and are an integral part of our global network overseas. They are based
in our diplomatic offices around the network and deliver front-line foreign policy objectives, consular services, corporate and
management and support functions.

Our seven Regional Corporate Service Hubs provide HR services to all our overseas Posts and are exclusively staffed by local HR
professionals. Their value in providing greater consistency, compliance and streamlining of HR policy and processes continues to
grow. The Regional Operating Model is more established, and to ensure we maintain a resilient and efficient platform where service
continues to improve, a HR Hub review is underway as part of the Corporate Capability Programme.

During 2017 we continued to use recruitment software for Local Staff vacancies at all seven HR Hubs. The Hubs received 201,730
completed applications for 2,550 vacancies in 2017/2018. This online platform provides candidates with a more efficient and modern



Foreign & Commonwealth Office Annual Report and Accounts 2017 - 2018 86

experience. The external facing web pages are being refreshed
to better reflect Local Staff job opportunities, including the One
HMG partners on our platform.

As part of Diplomacy 20:20, the Local Staff Charter was
designed, implemented and rolled out globally during 2017. Posts
continue to work on their specific Post Charters, clearly setting
out their employment offer to Local Staff

Equal Opportunities

The FCO is an equal opportunities employer. Our equal
opportunities policy states that no staff should be exposed

to unfair discrimination, including harassment, bullying or
victimisation on any grounds, particularly age, gender, marital
status, race, disability, religion or belief, sexual orientation,
pregnancy or maternity, or gender reassignment. In particular:

» We aim to provide all staff with equality of opportunity in all
aspects of their work;

» Policies are in place to guard against unfair discrimination or
barriers to employment and advancement;

» Employment and promotion are on merit;
» The right to request flexible working is open to all.

Equal opportunity considerations are at the core of the FCO's HR

policies and practices. The FCO has published equality data in line
with the requirements of the Equality Act 2010. The FCO Equality
Report can be found on www.gov.uk.

Our Diversity and Inclusion 20:20 strategy covers three priorities
(a diverse talent pipeline; tackling bullying harassment and
discrimination; and creating an inclusive environment). It sets out
why diversity matters and how we plan to reach our ambition

of an inclusive Foreign Office where all staff are valued and
contribute to the best of their abilities. We believe that we will be
a stronger organisation when our workforce better reflects the
diversity of the country we represent.

SMS D7 De C5 C4 B3 A2 Al

Female 33% 43% 41% 40% 44% 55% 63% 48%
Disabled 8% 10% 10% 12% 9% 12% 18% 17%
BAME 6% 7% 7% 9% 15% 24% 31% 23%
LGBT 4% 5% 7% 6% 5% 4% 4% 12%

These figures exclude all staff working for other Whitehall Partners on the
FCO platform overseas, including Wilton Park and FCO Services. But they do
include FCO staff working in cross-Whitehall Programme Funded roles.

Number of female Heads of Mission

The FCO now has 51 female Heads of Mission (31%) and 14
female Heads of Post (29%)).
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Employment of people with a disability

The FCO is a member of the Business Disability Forum (BDF), a
not-for-profit member organisation that makes it easier and more
rewarding to do business with and employ disabled people in the
UK. The FCO is currently ranked Silver under the BDF Disability
Standard Benchmarking scheme. The FCO was also awarded
Disability Confident Leader status by the Department of Work
and Pensions in March 2017. In April 2018 the FCO achieved

a Silver award (up from Bronze in 2017) in the Workplace
Wellbeing Index run by the mental health charity, MIND.

Disability support for UK based staff is provided by the Disability
Policy & Support Team (DPST) in the Human Resources
Directorate. In line with wider Civil Service practice all staff who
require them have a Workplace Adjustment Passport (WAP).
When required the DPST seek advice from the Civil Service
Workplace Adjustment Team (CSWAT) and use the services of
expert disability providers for advice and assessments. Terms
and conditions for Local Staff working at FCO Posts abroad are
governed by local law but advice and support on disability policy
issues is also available from the DPST.

Disabilities disclosed by UK-based staff cover a broad range of
conditions, including neuro-diverse conditions (e.g. dyslexia,
dyspraxia & Asperger’s), mobility issues and hearing or visual
impairments. The provision of workplace adjustments for
disabled staff can include an expert disability assessment; the
supply of specialised office equipment and/or provision of IT
software and hardware and appropriate training.

More general awareness training and support is also available
to disabled staff, their managers and (where appropriate) team
colleagues. Staff who are profoundly deaf or with a significant
hearing impairment can additionally request the support of
qualified British Sign Language (BSL) interpreters & Lip speakers.
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Staff Composition

Total Number of Employees (by gender)

201718 2016-17
UK based  Local Staff ~ UKbased  Local Staff
Female 2070 3275 1984 3515
45.1% 41.2% 44.1% 42.0%
Male 2521 4671 2515 4851
54.9% 58.8% 55.9% 58.0%
Total 4591 7946 4499 8366

These figures exclude all staff working for UK Visas and
Immigration (UKVI), UK Trade & Industry (now Department for
International Trade), Wilton Park, FCO Services, other Whitehall
Partners on the FCO platform. But they do include staff working
in cross-Whitehall Programme Funded roles.

Total Number of Senior Civil Servants (by Gender)

2017-18 2016-17
Grade Total % Fe- % male Total % Fe- % male
male male
SMS1 286 38% 62% 279 34% 66%
SMS2 105 23% 77% 103 22% 78%
SMS3 28 25% 75% 28 26% 74%
SMS4 3 0%  100% 3 0% 100%
Total 422 33% 55% 413 30% 70%

These figures exclude all staff working for UK Visas and Immigration (UKVI),
UK Trade & Industry (now Department for International Trade), Wilton Park,
FCO Services, other Whitehall Partners on the FCO platform overseas. But
they do include staff working in cross-Whitehall Programme Funded roles.

Expenditure on Consultancy

The 2017-18 spend figure on Consultancy is £1,261,979 (16-

17, £814,467). Consultancy expenditure in 2017-18 reflects
aggregated spend across our global network. This increase
results from requirements to support Tech Overhaul and
Corporate Capability. Spend includes Consultancy in our overseas
network on ad-hoc legal matters, where specialist local advice

is needed, as well as management consultancy in the UK to
support the Diplomacy 20:20 programme. All new proposals

for Consultancy projects are subject to business case clearance
procedures in line with Cabinet Office guidelines. Spend on other
UK Temporary Staff was £3.55m (16-17 £5.37m).

Sick Absence Rates

The average number of working days lost (for FCO Civil Servants/
UK Based staff1) is 3.4. Respiratory issues e.g. colds/flu are the
primary reason for short term absence. Mental health disorders
are the main reason for long-term absence. Please refer to the
Health and Safety and Wellbeing of Our Staff section of this
report on activity to reduce sick absence rates. This mirrors the
statistics across the Civil Service. Overall our sick absence figures
are well below the Civil Service average and 72% of FCO staff
have taken no sick absence at all in the last year.

Sickness Absence in the FCO 2017
Working Days Lost (Short Term) 6772
Working Days Lost (Long Term) 8445
Total Working Days Lost 15,167

Average Annual Working Days lost per 3.4
staff year

Percentage of staff with no sick leave

72%

1. FCO Civil Servant/UK Based Staff. The annual sick absence rates no
longer include figures for staff working for Wilton Park and FCO
Services.

Off Payroll Engagements

Table 1 for all off-payroll engagements as of
37 March 2018 for more than £245 per day
and that last longer than six months

FCO Agency NDPBs

No. of existing engagements as of 16 0 0
31st March 2018
Of which :
No. that have existed for less than 12 0 0
one year at time of reporting
No. that have existed for between 2 0 0
one and two years at time of
reporting
No. that have existed for between 1 0 0
two and three years at time of
reporting
No. that have existed for between 0 0 0
three and four years at time of
reporting

1 0 0

No. that have existed for four or more
years at time of reporting
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Table 2 For all new off-payroll engagements, or
those that reached six months in duration between 1
April 2017 and 31 March 2018, for more than £245
per day and that lasts longer than six months.
FCO Agency NDPBs

No. of new engagements, or those 7 1 0
that reached six months in duration,
between 1 April 2017 and 31 March

2018
Of which:
No. assessed as caught by IR35 7 1 0
No. assessed as not caught by IR35 0 0 0
Of which:
No. engaged directly (via PSC 7 1 0
contracted to department) and are on
the department payroll
No. of engagements reassessed for 0 0 0
consistency/ assurance purposed
during the year

0 0 0

No. of engagements that saw a
change to IR35 status following the
consistency review

Table 3 For any off-payroll engagements of board
members, and/or senior officials with significant financial
responsibility between 1 April 2017 and 31 March 2018

FCO Agency NDPBs

No of off-payroll engagements of 0 1 0
board members and/or senior officials

with significant financial responsibility

during the financial year

No of officials that have been deemed =~ 14 2 5
“board members and/or senior

officials with significant financial

responsibility” during the financial year

including off-payroll and on-payroll

engagements

Reporting of Civil Service and
other compensation schemes — exit
packages (subject to audit)

The FCO has made no compensated early exits in 2017-18 or
2016-17. Redundancy and other departure costs would have
been paid in accordance with the provisions of the Civil Service
Compensation Scheme, a statutory scheme made under the
Superannuation Act 1972. Exit costs are accounted for in full in
the year of departure. Where the department has agreed early
retirements, the additional costs are met by the department and
not by the Civil Service pension scheme. lll-health retirement
costs are met by the pension scheme.

Facility Time Publication Requirements

Table 1: Relevant Union Officials

Number of employees who were
relevant union officials during 1 April
2017 — 31 March 2018

10 4.5

Full-time equivalent
employee number

Table 2: Percentage of time spent on facility time

Number of employees who were relevant union officials
employed during 1 April 2017 — 31 March 2018 that spent a) 0%,
b) 1%-50%, ¢) 51%-99% or d) 100% of their working hours on
facility time?

Percentage of time Number of Employees

0% 1
1-50% €
51-99% 0
100% 0

Table 3: Percentage of pay bill spent on facility time

Figures
The total cost of facility time £107,809
The total pay bill £341,113,539
The percentage of the total pay bill spent ~ 0.03%

on facility time

Table 4: Paid trade union activities

Percentage of time spent on paid trade union 0.26%
activities as a percentage of total paid facility

time hours

This data includes FCO, FCO Services and Wilton Park. The TU
officials represent all 3 entities.
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Parliamentary Accountability and Audit Report

Statement of Parliamentary Supply (Audited)

Summary of Resource and Capital Outturn

2017-18 2016-17
Estimate Outturn Qutturn
Note Voted v’i?:(; Total Voted v’i?:(; Total ?SZLZ?S; Total
£000 £000 £000 £000 £000 £000 £000 £000
Departmental Expenditure Limit
Resource SoPS 1.1 2,217,378 = 2,217,378 | 2,207,708 = 2,207,708 9,670 2,057,508
Capital SoPS 1.2 137,645 = 137,645 | (251,901) = (251,901) 389,546 59,567
Annually Managed Expenditure
Resource SoPS 1.1 205,000 = 205,000 142,033 = 142,033 62,967 (52,706)
Capital = = g = = g = -
Total Budget 2,560,023 2,560,023 | 2,097,840 2,097,840 462,183 2,064,369
Non-Budget
Resource - - - - - - - -
2,560,023 2,560,023 | 2,097,840 2,097,840 462,183 2,064,369
Total Resource SoPS 1.1 2,422,378 - 2,422,378 | 2,349,741 = 2,349,741 72,637 2,004,802
Total Capital SoPS 1.2 137,645 = 137,645 (251,901) = (251,901) 389,546 59,567

2,560,023

2,560,023

2,097,840

2,097,840

462,183

2,064,369

2017-18 2016-17
Note Estimate Outturn >aving / Outturn
(Excess)
£000 £000 £000 £000
Net Cash Requirement SoPS 3 2,256,040 1,920,653 335,387 1,988,210
Administration Costs 183,563 176,451

116,077

The outturn for Annually Managed Expenditure (AME) covers demand-led and volatile spending, which falls into four main areas: Impairments and Provisions,
Unrealised Gains/Losses on Foreign Exchange, Tax Reimbursements and Other (e.g. actuarial gains/losses on Pension schemes, depreciation on donated assets).

Parliamentary control of FCO spending applies to:
» The net resource DEL requirement;

» The net capital DEL requirement;

» The net resource AME requirement; and,

» The net cash requirement for the Estimate as a whole

In addition, although not a separate voted limit, any breach of the administration budget will also result in an excess vote. Explanations of variances between
estimate and outturn are given in the Financial Review contained within the Accountability Report.

The notes following these main schedules form part of these financial statements.
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Notes to the Statement of Parliamentary Supply (Audited)
SoPS 1 Net Outturn

SoPS 1.1 Analysis of Departmental Group Net Resource Outturn by Section

2017-18 2016-17
Outturn Estimate  Outturn
Administration Programme Total Net Net Net Total Total
Total Total ~ compared
Gross Income Net Gross Income Net com- 1o Estimate
pared to  adjusted for
Estimate Virements
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Departmental Expenditure Limits
A: Administration
and programme 382,047 (205,596) 176,451 850,226 (87,778) 762,448 938,899 956,934 18,035 9,670 903,589
expenditure
B: Programme and
international organi- = = - 376,740 = 376,740 376,740 375,000 (1,740) - 330933
sations grants
C: British Council = = = 171,000 = 171,000 171,000 165,500 (5,500) - 162,001
D: Net Funding for - - - 6166 - 6166 6166 5993 (173) - 4,048
NDPBs
E: Conflict Prevention
Programme Expend— - - - 422,707 (18,787) 403,920 403,920 375,719 (28,201) - 339,343
iture
F: Peacekeepmg - - - 310,983 - 310,983 310,983 338,232 27,249 - 317,594
382,047 (205,596) 176,451 2,137,822 (106,566) 2,031,257 2,207,708 2,217,378 9,670 9,670 2,057,508
Annually Managed Expenditure
G: AME Programme - - - 102,048 - 102,048 102,048 165,000 62,952 62,952 (87,715)
H: Reimbursement of
certain duties, taxes = = = 39,985 = 39,985 39,985 40,000 15 15 35,009
and licence fees
= = - 142,033 - 142,033 142,033 205,000 62,967 62,967 (52,706)

382,047

(205,596)

176,451

2,279,856

(106,566) 2,173,290

2,349,741

2,422,378

72,637

2,004,802
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SoPS 1.2 Analysis of Departmental Group Net Capital Outturn by Section

2017-18 2016-17
Outturn Estimate Outturn
Gross Income Net Net Net Total Net Total Net
compared to compared to
Estimate Estimate
adjusted for
Virements
£000 £000 £000 £000 £000 £000 £000
Departmental Expenditure Limits
A: Administration and pro-
. 142,260 (413,132) (270,872) 116,649 387,521 387,506 46,636
gramme expenditure
B: Programme and interna- 9,959 - 9,959 12,000 2,041 2,041 10,425
tional organisations grants
C: British Council - Capital ) ) ) ) ) ) )
grant
E: Conflict Prevention Pro- 9,012 ) 9,012 8996 (16) ) 2506

gramme Expenditure

F. Peacekeeping - - - = = - -

161,231 (413,132) (251,901) 137,645 389,546 389,546

SoPS 2 Reconciliation of Departmental Group Outturn to Net Operating Cost

SoPS 2.1 Reconciliation of Net Resource Outturn to Net Operating Cost

SoPS Note 2017-18 2016-17
£000 £000
Total resource outturn in Statement of Parliamentary Supply
Budget 1.1 2,349,741 2,004,802
Non-Budget 1.1 . =
Add: Capital Grants and Capital Grants in Kind 1.2 7,345 10,425
Research and Development 1.2 6,056 3,928
Other 9,012 2,506
Less: Income payable to the Consolidated Fund 4.1 (2,096) (1,932)
Net Profit/Loss on Disposal (382,770) (36,129)

Net Operating Expenditure in CSCNE 1,987,288 1,983,600
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SoPS 3 Reconciliation of Departmental Group Net
Resource Outturn to Net Cash Requirement

201718 2016-17
Note Estimate Outturn  Saving/  Outturn

(Excess)
£000 £000 £000 £000
Resource Outturn SoPS 1.1 2,422,378 2,349,741 72,637 2,004,802
Capital Outturn SoPS 1.2 137,645  (251,901) 389,546 59,567
Accruals to Cash Adjustments
Adjustments to remove non-cash items:
Depreciation / Amortisation 3 (188,960) (124,093) (64,867) (116,390)

New provisions and adjustments to

previous provisions 3 (15,000)  (10,965) (4,035) (1,711)

New impairments and adjustments to

previous impairments 3 i AL JLEre 2280

Other non-cash items (except profit on

disposal of PPE) 3 (1150000 (75,582) (39,418) 37,616

Capital Grant In Kind - (2,614) 2,614 -

Adjustments for designated ALBs:

Remove voted resource and capital (5,993) (6,166) 173 (4,048)

Add cash grant-in-aid CSCNE 5,970 6,220 (250) 5,953

Adjustments to reflect movements in working balances:

Increase/(decrease) in inventory CSCF = (178) 178 105
Increase/(decrease) in receivables CSCF - (1,748) 1,748 21,495
(Increase)/decrease in payables CSCF, 13 - 46,663 (46,663) (53,231)
Use of provisions 14 15,000 5,958 9,042 6,651
Adjustments re pension schemes 16 = 552 (552) (1,079)
Other Adjustments - (291) 291 (517)

2,256,040 1,920,653 335,387 1,988,210

Removal of Non-Voted Budget Items

Consolidated Fund Standing Services - - - -

Other Adjustments - - - .

Net Cash Requirement 2,256,040 1,920,653 335,387 1,988,210
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SoPS 4 Income Payable to the Consolidated Fund

SoPS 4.1 Analysis of Income Payable to the Consolidated Fund

In addition to income retained by the FCO, the following income relates to the FCO and is payable to the Consolidated Fund

2017-18 2016-17

Income  Receipts Income  Receipts

£000 £000 £000 £000

Operating income outside the ambit of the Estimate 2,096 2,096 1,932 1,932

Excess cash surrenderable to the Consolidated Fund - - - -

Total income payable to the Consolidated Fund

Consolidated Fund income shown in note 4.1 above does not include any amounts collected by the FCO where it was acting as
agent for the Consolidated Fund rather than as principal.

The amounts collected as agent for the Consolidated Fund (which are excluded from the FCO'’s income) were:

SoPS 4.2 Consolidated Fund Income

2017-18 2016-17

£000 £000

Consular fees 1,780 1,983
Miscellaneous income 27 9
Amount payable to the Consolidated Fund 1,807 1,992
Balance held at the start of the year 394 9,378
2,201 11,370

Payments into Consolidated Fund (1,695) (10,976)

Balance held on trust/due from Consolidated Fund at the end of the year 506 394
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Parliamentary Accountability Disclosures (e following sections are subject to audit)

Losses and Special Payments

Losses 2017-18 2016-17
Core Department Departmental ~ Number of Cases  Core Department Departmental ~ Number of Cases
& Agencies Group & Agencies Group
£000 £000 £000 £000
Cash losses 110 110 4 3 3 2
Administrative write-offs 491 491 17 416 416 15
Stores losses 230 230 3 306 306 2
Fruitless payments and . ) ) 1 1 1
constructive losses
Losses for fraud, theft, arson or _ _ _ _ _ _
sabotage
Claims waived and abandoned 11 11 3 - - -
Total 842 842 27 726 726 20

All Frauds, whether resulting in a loss to the FCO or not, are published in the FCO's contribution to the Cabinet Office’s quarterly fraud report and on gov.uk:
https://www.gov.uk/government/publications/fco-counter-fraud-losses-april-2017-to-february-2018

Special Payments 201718 2016-17
Core Department Departmental ~ Core Department Departmental

& Agencies Group & Agencies Group

Total number of special payments 4 4 8 8
Total value of special payments (£000) 31 31 76 76

These include compensation and ex-gratia payments in respect of personal injury and severance payments. Severance payments are paid under certain
circumstances to employees, contractors and others outside of normal statutory or contractual requirements, when leaving employment in the public service,
whether they resign, are dismissed, or reach an agreed termination of contract.

Gifts

Additional HM Treasury guidance on capital donations has revised the approval process the FCO has with HM Treasury. Full details of
this clarification can be found in Note 1.15 of the Accounts. The impact is that where donations of assets have the nature of a grant,
rather than a gift, the FCO follows the Treasury guidance on handling grants-in-kind. The FCO recognises Parliament’s scrutiny role and
will continue to inform Parliament of these by Written Ministerial Statement, along with all future gifts.

Fees and Charges

Consular Directorate receives income from the Consular premium (£14.93 on each standard passport issued), fees charged for specific
services provided to British nationals abroad (mainly the issue of Emergency Travel Documents), and legalisation services provided in the
UK. This income is used to fund consular services provided by our consular officers and supported by our wider network overseas. In
line with HM Treasury guidelines, the fees charged are reviewed annually to ensure the cost of providing our services is covered fully by
our income over the Spending Review period. To date we have not deemed it necessary to change the fees set in April 2016. We will
provide a fuller report in the 2018-19 Accounts.

Accrued and deferred income have been included for Consular’s fees and charges balances where there is a surplus or deficit. These
balances are only treated as deferred or accrued income where there is an expectation that they will be recovered over a reasonable
period of time. The balances are considered when setting future years’ fees and charges, to enable a break even position to be achieved
over the Spending Review period.
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Financial Guarantees and Indemnities

The FCO has entered into the following quantifiable contingent liabilities by offering indemnities. These are given on behalf of the
British Council for art exhibitions overseas which are not commercial activities that fall outside the FCO’s core activities. Any decision

to offer an indemnity is only given on the basis of a cost-benefit analysis. As part of the agreement between FCO, British Council and
HM Treasury, the British Council will meet the first £3m of any claim. These liabilities at 31 March 2018 remain unchanged from last year
at £1,100k. None of these is a contingent liability within the meaning of IAS 37 since the likelihood of a transfer of economic benefit

in settlement is too remote. They are disclosed here under parliamentary reporting requirements, and are measured following the
requirements of IAS 39.

Indemnities

1 April 2017 Increase inyear  Liabilities crystallised Obligations expired in 31 March 2018 Amount reported to Parliament

(£000) (£000) in year (£000) year (£000) (£000) by Departmental Minute
(£000)

1,100 300 - (300) 1,100 -

Remote Contingent Liabilities

The FCO has no liabilities for which the likelihood of a transfer of economic benefit in settlement is too remote to meet the definition of
a contingent liability. Contingent liabilities within the meaning of IAS37 can be found in Note 15 in the Annual Accounts.

Audit Fees

The Accounts have been audited by the Comptroller and Auditor General (C&AG). The audit fee for the Core Department is £280,000
(2016-17: £265,000) in total. The non-cash audit fee for Wilton Park was £25,500 (2016-17: £23,000). The total cost of audit for all the
bodies across the Departmental Group is £342,000 of which £36,000 is a cash charge and £306,000 is a notional charge (2016-17:
total £318,000 comprising £30,000 cash costs and £288,000 notional charge). The audit of the designated bodies was carried out by
the NAO under various statutes, and the costs are included in the figures disclosed above. Further details are given in the accounts of
the bodies concerned.

In addition, FCO directly paid the NAO cash fees of £39,842 during 2017-18 for carrying out international technical co-operation
advisory services. The NAO also received fees for similar purposes indirectly from FCO and WFD via other organisations managing FCO
and WFD programmes. Indirect fees totalled £79,375 in 2017-18, of which £1,200 came indirectly from WFD. For comparison, in 2016~
17 the FCO directly paid the NAO £33,750. In 2016-17 indirect fees totalled £34,239, of which £2,158 came indirectly from WFD.

Simon McDonald

29 June 2018

Accounting Officer

Foreign and Commonwealth Office
King Charles Street

London

SW1A 2AH



Foreign & Commonwealth Office Annual Report and Accounts 2017 - 2018 96



97 Foreign & Commonwealth Office Annual Report and Accounts 2017 - 2018

The Certificate of the Comptroller and Auditor
General to the House of Commons

Opinion on financial statements

| certify that | have audited the financial statements of the
Foreign and Commonwealth Office and of its Departmental
Group for the year ended 31 March 2018 under the
Government Resources and Accounts Act 2000. The
Department comprises the core Department and its agencies.
The Departmental Group consists of the Department and

the bodies designated for inclusion under the Government
Resources and Accounts Act 2000 (Estimates and Accounts)
Order 2018. The financial statements comprise: the
Department’s and Departmental Group’s Statements of
Comprehensive Net Expenditure, Financial Position, Cash
Flows, Changes in Taxpayers' Equity; and the related notes,
including the significant accounting policies. These financial
statements have been prepared under the accounting policies
set out within them.

| have also audited the Statement of Parliamentary Supply and
the related notes, and the information in the Accountability
Report that is described in that report as having been audited.

In my opinion:

» the financial statements give a true and fair view of the
state of the Department’s and the Departmental Group’s
affairs as at 31 March 2018 and of the Department’s total
comprehensive net expenditure and Departmental Group's
total net comprehensive net expenditure for the year then
ended; and

» the financial statements have been properly prepared in
accordance with the Government Resources and Accounts
Act 2000 and HM Treasury directions issued thereunder.

Opinion on regularity
In my opinion, in all material respects:

» the Statement of Parliamentary Supply properly presents the
outturn against voted Parliamentary control totals for the
year ended 31 March 2018 and shows that those totals have
not been exceeded; and

» the income and expenditure recorded in the financial
statements have been applied to the purposes intended
by Parliament and the financial transactions recorded in
the financial statements conform to the authorities which
govern them.

Basis of opinions

| conducted my audit in accordance with International
Standards on Auditing (ISAs) (UK) and Practice Note 10 ‘Audit
of Financial Statements of Public Sector Entities in the United
Kingdom'. My responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the
financial statements section of my certificate. Those standards
require me and my staff to comply with the Financial Reporting

Council’s Revised Ethical Standard 2016. | am independent of
the Foreign and Commonwealth Office in accordance with
the ethical requirements that are relevant to my audit and the
financial statements in the UK. My staff and | have fulfilled
our other ethical responsibilities in accordance with these
requirements. | believe that the audit evidence | have obtained
is sufficient and appropriate to provide a basis for my opinion.

Responsibilities of the Accounting Officer
for the financial statements

As explained more fully in the Statement of Accounting
Officer’s Responsibilities, the Accounting Officer is responsible
for the preparation of the financial statements and for being
satisfied that they give a true and fair view.

Auditor’s responsibilities for the audit
of the financial statements

My responsibility is to audit, certify and report on the financial
statements in accordance with the Government Resources and
Accounts Act 2000.

An audit involves obtaining evidence about the amounts

and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error.
Reasonable assurance is a high level of assurance, but is not

a guarantee that an audit conducted in accordance with ISAs
(UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK), | exercise
professional judgment and maintain professional scepticism
throughout the audit. | also:

» identify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to
provide a basis for my opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the
override of internal control.

» obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the group'’s
and the Foreign and Commonwealth Office’s internal
control.
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» evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by management.

» conclude on the appropriateness of management’s use
of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may
cast significant doubt on the group’s and the Foreign and
Commonwealth Office’s ability to continue as a going
concern. If | conclude that a material uncertainty exists,
I am required to draw attention in my auditor’s report to
the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to
the date of my auditor’s report. However, future events or
conditions may cause the entity to cease to continue as a
going concern.

» evaluate the overall presentation, structure and content
of the financial statements, including the disclosures, and
whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

» obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the group
financial statements. | am responsible for the direction,
supervision and performance of the group audit. | remain
solely responsible for my audit opinion.

| communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant
deficiencies in internal control that I identify during my audit.

I am required to obtain evidence sufficient to give reasonable
assurance that the Statement of Parliamentary Supply properly
presents the outturn against voted Parliamentary control totals
and that those totals have not been exceeded. The voted
Parliamentary control totals are Departmental Expenditure
Limits (Resource and Capital), Annually Managed Expenditure
(Resource and Capital), Non-Budget (Resource) and Net Cash
Requirement. | am also required to obtain evidence sufficient
to give reasonable assurance that the expenditure and income
recorded in the financial statements have been applied to the
purposes intended by Parliament and the financial transactions
recorded in the financial statements conform to the authorities
which govern them.

Other Information

The Accounting Officer is responsible for the other information.

The other information comprises information included in the
Annual Report, other than the parts of the Accountability
Report described in that report as having been audited,

the financial statements and my auditor’s report thereon.
My opinion on the financial statements does not cover

the other information and | do not express any form of
assurance conclusion thereon. In connection with my audit
of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the

other information is materially inconsistent with the financial
statements or my knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on

the work | have performed, | conclude that there is a material
misstatement of this other information, | am required to report
that fact. | have nothing to report in this regard.

Opinion on other matters
In my opinion:

» the parts of the Accountability Report to be audited have
been properly prepared in accordance with HM Treasury
directions made under the Government Resources and
Accounts Act 2000;

» in the light of the knowledge and understanding of the
group and the parent and its environment obtained
in the course of the audit, | have not identified any
material misstatements in the Performance Report or the
Accountability Report; and

» the information given in the Performance and Accountability
Reports for the financial year for which the financial
statements are prepared is consistent with the financial
statements.

Matters on which | report by exception

I have nothing to report in respect of the following matters
which | report to you if, in my opinion:

» adequate accounting records have not been kept or
returns adequate for my audit have not been received from
branches not visited by my staff; or

» the financial statements and the parts of the Accountability
Report to be audited are not in agreement with the
accounting records and returns; or

» | have not received all of the information and explanations |
require for my audit; or

» the Governance Statement does not reflect compliance with
HM Treasury’s guidance.

Report
| have no observations to make on these financial statements.

Sir Amyas C E Morse
Comptroller and Auditor General

5 July 2018

National Audit Office

157-197 Buckingham Palace Road
Victoria

London

SW1W 9SP
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Accounts

Consolidated Statement of Comprehensive Net Expenditure

This account shows key areas of expenditure and income as detailed in the associated notes. Other comprehensive net expenditure
directly impacts the general fund and therefore is not reclassified in net operating costs.

2017-18 2016-17
Note Core Department Departmental Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Operating Income 4 (301,837) (301,837) (285,995) (285,995)
Operating Expenditure
Staff costs 3 448,912 451,561 436,477 438,676
Grants 3 1,175,733 1,185,029 1,082,597 1,092,530
Subscriptions to international organisations 3 142,380 142,380 129,133 129,133
Rentals under operating leases 3 123,835 123,835 120,802 120,802
Other costs 3 532,271 532,307 490,030 490,057
Non-cash costs 3 251,839 251,871 51,038 51,073
2,674,970 2,686,983 2,310,077 2,322,271
Net Operating Expenditure 2,373,133 2,385,146 2,024,082 2,036,276
Other Income
Finance income (385,742) (385,741) (37,748) (37,748)
Consolidated Fund Extra Receipts (2,096) (2,096) (1,932) (1,932)
Income of consolidated bodies (4,174) (10,021) (4,862) (12,996)
(392,012) (397,858) (44,542) (52,676)
Other Expenditure
Grant in Aid to designated Arms Length Bodies 3 6,220 - 5,953 -
Net Other Expenditure (385,792) (397,858) (38,589) (52,676)

Net Expenditure for the Year

1,987,341 1,987,288

1,985,493

1,983,600

Total Expenditure

2,681,190 2,686,983

2,316,030

2,322,271

Total Income

Net Expenditure for the Year

(693,849) (699,695)

1,987,341 1,987,288

(330,537)

1,985,493

(338,671)

1,983,600

Other Comprehensive Net Expenditure

Items that will not be reclassified to net operating costs:

Net (gain)/loss on:

Revaluation of property, plant and equipment 5 (76,559) (76,559) (341,075) (341,075)
Revaluation of intangibles 6 (10) (10) (33) (33)
Items that may be reclassified to net operating costs:
Revaluation of assets held for sale 5 1 1 2,065 2,065
Actuarial (gain)/loss on defined benefit pension 16 (1,320) (1,320) 2364 2364
schemes

(77,878) (77,878) (336,679) (336,679)

Total Comprehensive Net Expenditure

The notes following these main schedules form part of these financial statements.

1,909,463 1,909,410

1,648,814

1,646,921
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Consolidated Statement of Financial Position

This statement presents the financial position 2017-18 2016-17
of the FCO as at 31st March 2018. Note Core Department Departmental Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Non-Current Assets
Property, Plant and Equipment 5 2,814,800 2,814,827 2,767,668 2,767,720
Intangible Assets 6 559 560 528 529
Financial Assets 9 6,073 6,073 35,492 35,492
Retirement benefit schemes asset 16 2,276 2,276 2,391 2,391
Other Non-Current Assets 12 29,150 29,150 29,728 29,728
Total Non-Current Assets 2,852,858 2,852,886 2,835,807 2,835,860
Current Assets
Assets classified as held for sale 5 3,733 3,733 4,920 4,920
Inventories 10 1,000 1,000 1,178 1,178
Trade and other receivables 12 246,572 247,933 166,453 167,245
Financial Assets 9 8,374 8,374 54,696 54,696
Cash and cash equivalents 1 254,221 256,368 70,659 73,366
Total Current Assets 513,900 517,408 297,906 301,405
Total Assets 3,366,758 3,370,294 3,133,713 3,137,265
Current Liabilities
Trade and Other Payables 13 (500,153) (502,251) (362,351) (362,781)
Financial Liabilities 9 (10,744) (10,744) = =
Provisions 14 (6,666) (6,684) (6,427) (6,427)
Total Current Liabilities (517,563) (519,679) (368,778) (369,208)
Non-Current Assets plus / Net Current Assets / Liabilities 2,849,195 2,850,615 2,764,935 2,768,057
Non-Current Liabilities
Provisions 14 (42,193) (42,193) (41,079) (41,097)
Other Payables 13 (28,417) (28,417) (29,320) (29,320)
Financial Liabilities 9 (14,855) (14,855) (235) (235)
Retirement Benefit Schemes Liability 16 (28,808) (28,808) (30,795) (30,795)
Total Non-Current Liabilities (114,273) (114,273) (101,429) (101,447)
Total Assets less Liabilities 2,734,922 2,736,342 2,663,506 2,666,610
Tax-payers Equity and Other Reserves
General Fund CSCTE 1,114,184 1,115,604 1,023,808 1,026,912
Revaluation Reserve CSCTE 1,620,738 1,620,738 1,639,698 1,639,698
Total Equity 2,734,922 2,736,342 2,663,506 2,666,610

The notes following these main schedules form part of these financial statements.

Simon McDonald
29 June 2018

Accounting Officer

Foreign and Commonwealth Office
King Charles Street, London

SWI1A 2AH
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Consolidated Statement of Cash Flow

The Statement of Cash Flows shows how the FCO 201718 201617
generates and uses cash and cash equivalents by Note Core Departmental Core Departmental
classifying cash flows into operating, iﬂVEStiﬂg and Depar’[ment S Group Department IS} Group
financing activities. Agencies Agencies

£000 £000 £000 £000
Cash Flows from Operating Activities
Net Expenditure for the Year CSCNE (1,987,341) (1,987,288) (1,985,493) (1,983,600)
Adjustments for non-Cash Transactions 3 (156,194) (156,887) 21,131 21,219
(Increase)/Decrease in Trade and Other Receivables 12 1,748 1,816 (21,495) (22,318)
Less Movements in Receivables relating to items not passing
through the CSCNE (1,329) (1,329) (2,435) (2,435)
(Increase)/Decrease in Inventories 10 178 178 (105) (105)
Increase/(Decrease) in Trade Payables 13 (46,710) (46,691) 39,751 39,195
Less Movements in Payables relating to items not passing
through the CSCNE (4,637) (4,637) 13,359 13,359
Use of Provisions 14 (5,958) (5,958) (6,651) (6,651)
AdJustmeint to replace Defined Benefit Pension Scheme CSCNE 16 (552) (552) 1,079 1,079
charge with cash payments
Net Cash Outflow from Operating Activities (2,200,795) (2,201,348) (1,940,859) (1,940,257)
Cash Flows from Investing Activities
Purchase of Property, Plant and Equipment 5 (128,046) (128,053) (103,682) (103,728)
Purchase of Intangible Assets 6 (46) (46) (17) (17)
Proceeds from Disposal of Property, Plant and Equipment 5 411,850 411,850 59,624 59,635
Loan Repayments from Other Bodies 9 - - - -
Net Cash Outflow from Investing Activities 283,758 283,751 (44,075) (44,110)
Cash Flows from Financing Activities
From the Consolidated Fund (Supply) - current year CSCTE 2,104,103 2,104,103 1,983,714 1,983,714
From the Consolidated Fund - settlement of prior year ) ) ) )
receivable
Capital Element of Payments of Finance Leases and On-
Balance Sheet (SoFP) PFl Contracts (=2 k2t (1,345) =)
Net Financing 2,102,583 2,102,583 1,982,369 1,982,369

Net Increase/(Decrease) in Cash and Cash Equivalents in the period before

185,546

184,986

(2,565)

Adjustment for Receipts and Payments to the Consolidated Fund

SoPS

Receipts of Amounts as agent of the Consolidated Fund 42 1,807 1,807 1,992 1,992
) SoPS
Payments of Amounts Due to the Consolidated Fund 41 4 (3,791) (3,791) (12,907) (12,907)

Net Increase/(Decrease) in Cash and Cash Equivalents in the period after

Adjustment for Receipts and Payments to the Consolidated Fund

183,562

183,002

(13,480)

(12,913)

Cash and Cash Equivalents at the beginning of the period

70,659

73,366

84,139

86,279

Cash and Cash Equivalents at the end of the period

The notes following these main schedules form part of these financial statements.

254,221

256,368

70,659

73,366
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Consolidated Statement of Changes in Taxpayers’ Equity

This statement shows the movement in the year on the two reserves held by the FCO. ‘General fund reserves’ (i.e. those reserves
that reflect a contribution from the Consolidated Fund), and the Revaluation Reserve which reflects the change in asset values that
have not been recognised as income or expenditure.

Core Department & Agencies Departmental Group
Note General Revaluation Total General Revaluation Total

Fund Reserve Fund Reserve
£000 £000 £000 £000 £000 £000

Balance at 31 March 2016 CSoFP 965,410 1,362,363 2,327,773 1,362,363
Net Operating Cost CSCNE (1,985,493) - (1,985,493) (1,983,600) - (1,983,600)
Net Gain/(loss) on Revaluation of PPE 5 = 341,075 341,075 = 341,075 341,075
Net Gain/(Loss) on Revaluation of Intangibles 6 = 88 33 = 33 33
]lc\cl)ertscglaein/(Loss) on Revaluation of Assets Held 5 _ (2,065) (2,065) - (2,065) (2,065)

Net Gain/(Loss) on Foreign Exchange - - - - - .

éccﬁg?nrieasl (Gain)/Loss on Defined Benefit Pension 16 (2,364) ~ (2,364) (2,364) -~ (2,364)
Total Comprehensive Expenditure for the year (1,987,857) (1,648,814) (1,985,964) (1,646,921)
Net Parliamentary Funding - drawn down 1,983,714 - 1983714 1,983,714 = 1,983,714
Supply Receivable Adjustment (70,265) - (70,265) (70,265) - (70,265)
Net Parliamentary Funding deemed 74,761 - 74,761 74,761 - 74,761

Parliamentary Funding - Supply receivable = = = = = =

CFERS Payable to the Consolidated Fund SoPS 4.1 (1,932) = (1,932) (1,932) = (1,932)
Non-Cash Charges - Auditors Remuneration 3 288 - 288 288 - 288
Transfers between Reserves 61,708 (61,708) - 61,708 (61,708) -
Consolidation and other In-year Adjustments (2,019) = (2,019) (2,149) = (2,149)
Balance at 31 March 2017 CSoFP 1,023,808 1,639,698 2,663,506 1,026,912 1,639,698

Net Operating Cost CSCNE ' (1,987,341) = (1,987,341) (1,987,288) - (1,987,288)
Net Gain/(loss) on Revaluation of PPE 5 = 76,559 76,559 = 76,559 76,559
Net Gain/(Loss) on Revaluation of Intangibles 6 - 10 10 - 10 10
]lc\(l)ertsglaaein/(Loss) on Revaluation of Assets Held 5 ~ (11) (11) ~ (11) (11)
Net Gain/(Loss) on Foreign Exchange (19,939) = (19,939) (19,939) = (19,939)
éccﬁlé?n”easl (Gain)/Loss on Defined Benefit Pension 16 1320 : 1320 1320 . 1320
Total Comprehensive Expenditure for the year (2,005,960) (1,929,402) (2,005,907) 76,558 (1,929,349)
Net Parliamentary Funding - drawn down 2,104,103 - 2,104,103 2,104,103 - 2,104,103
Supply Receivable Adjustment (253,715) - (253,715)  (253,715) - (253,715)
Net Parliamentary Funding deemed 70,265 = 70,265 70,265 = 70,265
Parliamentary Funding - Supply receivable 81,672 s 81,672 81,672 = 81,672
CFERS Payable to the Consolidated Fund SoPS 4.1 (2,096) - (2,096) (2,096) - (2,096)
Non-Cash Charges - Auditors Remuneration 3 306 = 306 306 = 306
Transfers between Reserves 95,669 (95,669) = 95,669 (95,669) =
Consolidation and other In-year Adjustments 132 151 283 (1,605) 151 (1,454)

Balance at 31 March 2018 CSoFP 1,114,184 1,620,738 2,734,922 1,115,604 1,620,738

The notes following these main schedules form part of these financial statements.
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Notes to the Departmental Resource Accounts

1. Statement of accounting policies

These financial statements have been
prepared in accordance with the 2017-18
Government Financial Reporting Manual
(FReM) issued by HM Treasury. The
accounting policies contained in the FReM
apply International Financial Reporting
Standards (IFRS) as adapted or interpreted for
the public sector context. Where the FReM
permits a choice of accounting policy, the
accounting policy which has been judged
to be most appropriate to the particular
circumstances of the Department for the
purpose of giving a true and fair view

has been selected. The particular policies
adopted by the Department are described
below. They have been applied consistently
in dealing with items that are considered
material to the accounts.

In addition to the primary statements
prepared under IFRS, the FReM also requires
the Department to prepare an additional
primary statement. The Statement of
Parliamentary Supply (SoPS) and supporting
notes show outturn against Estimate in terms
of the net resource requirement and the net
cash requirement. The SoPS and supporting
notes can be found in the Accountability
section of the Accounts.

1.1 Accounting convention

These accounts have been prepared under
the historical cost convention as modified
to account for the revaluation of property,
plant and equipment, intangible assets and
inventories where material, and certain
financial assets and liabilities.

1.2 Basis of consolidation

These accounts comprise a consolidation

of the core department, its departmental
agency and those other arm'’s length bodies
which fall within the departmental boundary
as defined in the statutory instrument SI
2017 No 310 laid by HM Treasury. These
bodies make up the ‘departmental group'.
Transactions between the entities included
in the consolidation are eliminated. A list of
all those entities within the departmental
boundary is given in Note 18 to the
Accounts.

In the preparation of the group accounts, the
Department is required to adopt consistent
and uniform accounting policies across all
entities with appropriate adjustments made
where any differences have a material impact
on the Accounts.

1.3 Operating Income and
Revenue Recognition

Operating income is income which relates

to the operating activities of the FCO. It
principally comprises fees and charges for
services provided, on a full cost basis, to
external customers as well as partners across
government. Operating income is stated net
of VAT, and is recognised in accordance with
the FReM and IAS 18 on revenue recognition.
Revenue is consequently measured at the fair
value of consideration received or receivable.

1.4 Property, plant and

equipment (PPE)

On initial recognition property, plant and
equipment are measured at cost including
any costs such as installation directly
attributable to bringing them into working
condition. PPE are subsequently included in
the accounts at the valuation applicable as
at the statement of financial position (SoFP)
date; any movements in valuation during
the year are taken to Other Comprehensive
Net Expenditure in the CSCNE and to

the revaluation reserve, or are treated

as impairments where appropriate. The
revaluation is contributed to by both market
and foreign exchange movements.

The minimum level for capitalisation of a
single tangible asset is £3,000 subject to
grouping conventions where appropriate.

The overseas estate (non-specialised
buildings, specialised buildings and perpetual
leases) is subject to a three-to-five-year rolling
revaluation programme and interim annual
review. Since 2010-11, property valuations are
carried out as at a 30 September valuation
date. A review is undertaken as at 31 March
to assess whether there are significant
movements in the intervening period, and,
where material, property values are updated.

Non-specialised buildings

Non-specialised buildings which are owned
or held on long term leases, and perpetual
leasehold land, are stated at fair value on an
existing use basis using periodic professional
valuations. When a new property is brought
into active use it is immediately re-valued in
accordance with the relevant Royal Institute
of Chartered Surveyors (RICS) guidelines.

Specialised buildings

Specialised buildings are valued using
Depreciated Replacement Cost methodology
on a Modern Equivalent Replacement basis.
Further detail on building valuations is given
at Note 5.

Perpetual leases

In some instances the FCO enjoys the benefit
of perpetual leases, which either continue at
a peppercorn rent or are renewable at a de

minimis premium indefinitely. These interests
are non-reversionary and rest with the FCO

for as long as the FCO requires. For valuation
purposes these interests are regarded as akin
to freehold interests, and valued accordingly.

Operating leases

Buildings and land held on short term leases
are regarded as operating leases and rental
payments are recorded in the CSCNE. Short
term leases are defined as those where the
lease is less than seven years or marked to
market at no more than five-yearly intervals.
The premium paid for the land element of

a non-perpetual lease is recognised within
prepayments. Prepayments are amortised
over the life of the lease.

Assets held for Sale

Non-current assets are reclassified as held for
sale if it is highly probable that their carrying
amount will be recovered principally through
a sales transaction rather than continuing
use. This will be the case when the FCO has
made a firm decision to sell a non-current
asset and it is actively marketed. At year end,
any such assets will be shown as assets held
for sale.

Other PPE

Antiques and works of art (AWA) are
grouped and valued on a market value basis
by professional valuers. Valuations take place
every four years on a rolling basis, valuing

a separate region each year. Within each
region the valuations focus on the posts with
the highest-value AWA. Most AWA are held
overseas, and the vast majority of what's
held overseas is in Europe. The FCO collection
includes furniture, carpets, architectural
fittings such as chandeliers, silverware,
glassware and china, tapestries, sculpture,
decorative arts and some paintings (but not
the Government Art Collection). The FCO
does not have a purchasing programme for
AWA.

Transport, plant and machinery are stated at
current value using appropriate indices

1.5 Depreciation and Amortisation

PPE are depreciated and intangible assets are
amortised at rates calculated to write off the
cost or valuation of the assets on a straight-
line basis over their estimated useful lives.
Freehold and Perpetual Leasehold Land is not
depreciated. Assets under construction are
not depreciated until the asset is brought into



use. Asset lives have been set in the following
ranges:

» Freehold buildings—up to 60 years

» Leasehold land and buildings—term of
lease

» Information technology and
communications—up to 10 years

» Transport equipment—2 to 8 years

» Plant and machinery—3 to 25 years,
within plant and machinery there are 3
main subcategories:

» Office Equipment 5 years
» Technical Equipment 8 years and
» Heavy Machinery 20 years.

Depreciation methods, estimated useful
lives and residual values are reviewed at
each reporting date. Freehold buildings have
their remaining life adjusted annually based
on expert valuation, and the depreciation
is adjusted over the remaining life of the
building (which is a maximum of 60 years).
Non-property assets whose historic cost is
greater than £150k are reviewed as part of
the asset verification exercise, and re-lifed
where appropriate.

1.6 Intangible assets

Purchased computer software licences

are capitalised as intangible assets where
expenditure of £3,000 or more is incurred.
These assets are restated to current value
either through the use of indices, or
otherwise where reliable market evidence
of current value can be readily ascertained.
Capitalised software licences are amortised
over the shorter of the term of the licence
and the useful economic life.

1.7 Financial assets—investment
in other public sector bodies

The FCO holds an investment in FCO Services,
comprised of 100% of its Public Dividend
Capital (PDC). As a trading fund, FCO Services
is not included within the FCO departmental
boundary, and the Department’s investment
is reported in these accounts at historical
cost.

1.8 Inventories

Inventories are valued at the lower of cost or
net realisable value. Inventories of finished
goods and goods for resale are valued at
cost, or where materially different, current
replacement cost. A net realisable valuation
is used only when inventories cannot or will
not be used.

1.9 Income collected as agent
for the Consolidated Fund

Income collected by the FCO where it was
acting as agent for the Consolidated Fund

rather than as principal is excluded from the
Consolidated Statement of Comprehensive
Net Expenditure. Details of the amount and
balance held at the year end date are given in
SOPS Note 4.2.

1.10 Notional costs—audit fees

In accordance with the requirements of the
FReM, the external audit fees for the core
department and its agency are charged

to Net Operating Cost although they are
notional costs to the FCO and are borne by
the National Audit Office. As the amounts
are not actually paid, they are reversed by a
credit to the General Fund. Further details of
the amounts paid to the NAO are disclosed
in the Parliamentary Accountability and Audit
Report of the Annual Report and Accounts.

1.11 Foreign currency transactions

Transactions denominated in foreign
currencies are translated into sterling at
corporate rates of exchange determined
on the first day of the month in which the
transaction occurs (as an approximation of
the actual exchange rate at the date of the
transaction). Monetary assets and liabilities
denominated in foreign currencies at the
year end are translated to sterling using the
corporate rates of exchange at 31 March.
Differences on translation are dealt with in
the CSCNE in accordance with IAS 21 The
Effects of Changes in Foreign Exchange
Rates. The foreign exchange element

of revaluations of property, plant and
equipment is accounted for as part of the
revaluation amount.

1.12 Leases

Where substantially all risks and rewards of
ownership of a leased asset are borne by the
FCO, the lease is classified as a finance lease
and the asset is recorded as property, plant
and equipment and a liability is recorded to
the lessor of the minimum lease payments
discounted by the interest rate implicit in the
lease. The interest element of the finance
lease payment is charged to the CSCNE over
the period of the lease at a constant rate in
relation to the balance outstanding. Other
leases are regarded as operating leases and
the rentals are charged to the CSCNE over
the term of the lease.

1.13 Service concessions (PFI)

Private Finance Initiative (PFl) transactions
have been accounted for in accordance with
HM Treasury and FReM requirements. \Where
the terms of the PFI meet the definition of
service concession arrangements in IFRIC

12 Service Concession Arrangements,

the infrastructure asset is recognised as

a non-current asset and the liability to

pay for it is accounted for as a finance

lease. Contract payments are apportioned
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between a reduction in the capital obligation
and charges to the CSCNE for service
performance and finance cost.

1.14 Foreign currency forward
purchase contracts

The FCO has foreign currency forward
purchase contracts for US Dollars and Euros
in order to gain greater budget certainty for
its peacekeeping expenditure obligations.
The contracts are accounted for as
derivatives, initially at a nil cost, and classified
as Held for trading financial instruments.
Foreign currency forward contracts were
not in hedging relationships in accordance
with IAS 39. Subsequently, open contracts
are measured at fair value with movements
in fair value being charged or credited to
the CSCNE. The fair value is measured as the
difference between the currency’s midmarket
forward rate at the date of valuation
(provided by the Bank of England) and the
rate stipulated in the contract multiplied by
the number of contracted units of currency.
Once each contract has been settled it is
removed from the Consolidated Statement
of Financial Position with any further gain or
loss, calculated by comparing the contract
proceeds translated at the corporate rate of
exchange at maturity with the purchase cost
at the rate stipulated in the contract, taken
to the CSCNE. Details of open and settled
contracts are at Note 9.2.

1.15 Grants payable

The majority of grants made by the
Department are recorded as expenditure

in the period in which the claim is paid, as
the grant funding cannot be directly related
to activity in a specific period. The claims
are deemed to be the only appropriate

and measurable activity that creates an
entitlement for the recipient. However,
recognition of the entitlement of grant varies
according to the individual programme.
Where entitlement to the grant has arisen
during the period it is accrued in the CSCNE
and shown as a liability on the CSFP.

Grant in Aid (GIA) payments from the
Department to ALBs are paid only when the
need for cash has been demonstrated by the
body concerned. ALBs treat receipts of GIA as
financing. These transactions are eliminated
on consolidation. Where grants rather

than GIA are given to ALBs any payables or
receivables by the ALBs are accounted for on
an accruals basis.

Programme grants reflect non-administrative
costs, including payments of grants and
other disbursements by the Department and
certain staff costs where they relate directly
to service delivery.

When the Department purchases goods
which are to be provided for a project, rather
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than providing cash funding, the transfer
of the goods is considered a grant-in-kind.
A grant-in-kind differs from a capital grant
where the Department provides funding to
the recipient to be used to buy capital assets.
When the Department donates surplus
goods with no preconditions and without
the expectation of any return (or delivery of
policy objectives) the donation is treated as
a gift, which would require parliamentary
approval.

1.16 Provisions

The FCO provides for legal and constructive
obligations which are of uncertain timing or
amount at the SoFP date on the basis of best
estimate of the expenditure required to settle
the obligation taking into account the risks
and uncertainties surrounding the obligation.
The provision for early departure costs (see
below) is discounted at the Treasury pension
discount rate. Each year the financing charges
in the CSCNE include the adjustments to
unwind one year’s discount so that liabilities
are shown at current price levels.

1.17 Bad Debt Provision

Where it is considered a risk exists that a
debtor may default on payment of a specific
receivable amount, the FCO provides for the
amount in full. As the overall value of the
provision is not material, it is not separately
disclosed.

1.18 Staff costs

In accordance with IAS 19 Employee Benefits,
all short-term staff costs accrued at the year
end are recognised in the CSCNE. These
short-term benefits largely relate to bonuses
announced but not paid and accrued paid
holiday entitlement at the period end date.
Longer-term benefits, such as pensions
provided to staff, are recognised in line with
IAS 19 as modified by the FReM.

1.19 Pensions—UK employees

From 1 April 2015 a new Pension Scheme
was introducted by My Civil Service Pension
(MyCSP) known as the Alpha Pension
Scheme, and all newly appointed civil
servants, and most of those already in
service, joined Alpha. Prior to that date
UK-based employees were covered by

the provisions of the Principal Civil Service
Pension Scheme (PCSPS). Both Alpha and
PCSPS defined benefit schemes are unfunded
and are non-contributory except in respect
of dependants’ benefits. The FCO recognises
the expected cost of providing pensions on a
systematic and rational basis over the period
during which it benefits from employees’
services by payment to the scheme of
amounts calculated on an accruing basis. In
respect of the PCSPS defined contribution
‘money purchase’ schemes, the FCO
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recognises the contributions payable for
the year. For more details of these schemes
please see the relevant section of the
Remuneration Report.

1.20 Early departure costs

For early departures under the Civil Service
Compensation Scheme (CSCS) in 2010-11
and earlier years, the FCO met the additional
costs of benefits, beyond the normal

PCSPS benefits in respect of employees
who retired early, by paying the required
amounts annually to the PCSPS, over the
period between early retirement and normal
retirement date. After 1.4.2011 the FCO
provided for this in full, when the early
retirement programme became binding on
the Department, by establishing a provision
for the estimated payments discounted by
HM Treasury pension discount rate of 0.10%
(2016-17: 0.24%) in real terms.

The CSCS was revised in December 2010 so
that early leavers are entitled to lump sum
compensation depending on their number
of years' service. Eligible leavers can use
their lump sum, with a departmental top-up
if necessary, to enable them to draw their
pension without actuarial reduction. Once
the lump sum plus any departmental top-up
is paid over to the PCSPS there is no further
liability for the department.

1.21 Overseas pensions
and terminal benefits

The FCO is required to observe local
employment laws regarding the payment

of pensions, gratuities and terminal benefits
at its overseas posts. Where state or other
trustee schemes exist, the FCO discharges

its obligation in-year by the payment of
accrued contributions. Where the final
gratuity or terminal benefit has to be met by
the FCO, the full cost has been provided for
in the accounts. The FCO has adopted the
requirements of IAS 19: Employee Benefits

in respect of its overseas pension schemes.
Actuarial gains/losses are taken through
Other Comprehensive Net Expenditure in
SoCNE. In respect of the defined contribution
elements of the Schemes, the FCO recognises
the contributions payable for one year. A
summary of the performance of the schemes
is provided in these financial statements, with
further information available in Note 16.

1.22 Value Added Tax

Most of the activities of the FCO and

it's NDPBs are outside the scope of VAT.
Irrecoverable VAT incurred is included within
the overall cost of purchases. For recoverable
VAT, amounts are stated net.

1.23 Contingent liabilities

In addition to contingent liabilities disclosed
in accordance with IAS 37 Provisions,
Contingent Liabilities and Contingent Assets,
the FCO discloses for parliamentary reporting
and accountability purposes certain statutory
and non-statutory contingent liabilities where
the likelihood of a transfer of economic
benefit is remote, but which have been
reported to Parliament in accordance with
the requirements of HM Treasury’s Managing
Public Money.

Where the time value of money is material,
contingent liabilities which are required

to be disclosed under IAS 37 are stated

at discounted amounts and the amount
reported to Parliament separately noted.
Contingent liabilities that are not required
to be disclosed by IAS 37 are stated at the
amounts reported to Parliament.

1.24 Cash and cash equivalents

The FCO accounting policy is to disclose

all cash and cash equivalents on the
Consolidated Statement of Financial

Position. FCO's cash and cash equivalents
consist of cash at bank and in hand. Bank
balances are in respect of official FCO

bank accounts which are approved by

the Finance Director. FCO bank accounts

are provided either by the Government
Banking Service, or by commercial providers
where this is not possible, e.g. overseas
accounts, and approved by HM Treasury.
Balances from overseas bank accounts that
are denominated in foreign currency are
converted to Sterling at the FCO corporate
rate prevailing at the SoFP date. Bank
overdrafts that are repayable on demand and
which form an integral part of the FCO’s cash
management are included as a component of
cash and cash equivalents. The FCO's policy
on the balances of official bank accounts is
to optimise bank balance levels to enable
outstanding liabilities to be settled within
agreed payment terms and to reduce cash
holdings. The FCO accounts for UK Visas and
Immigration Agency (UKVI) income as cash,
and recognises a sterling payable to the UKVI
in their accounts. If expenses are paid by the
UKVI, they are made from bank accounts
held and controlled by the FCO. FCO
accounts for these expenses as a receivable.

1.25 Accounting estimates
and judgements

The preparation of the department and
group financial statements requires
management to make significant
judgements, estimates and assumptions

that affect the application of policies and
reported amounts of assets and liabilities,
income and expenditure. The estimates and
assumptions are continually evaluated, based
on historical experience and other factors,



including expectations of future events that
are believed to be reasonable under the
circumstances. However the actual results
may differ from these estimates.

The key areas in which estimates and
judgements have been used are:

» the allocation of expenditure between
administration and programme
classifications (see SOPS 1.1).

» the valuation of property, plant and
equipment, including depreciation and
estimated useful lives (see notes 1.4,

1.5 and 5). Such estimation is based on
experience with similar assets. Overseas
properties can be held under a number of
different individual agreements, and the
FCO values these appropriately within the
local market. The estimated useful life of
each asset is reviewed periodically.

» the estimation of provisions for terminal
benefits for local staff (see note 1.21).

» the valuation of defined benefit pension
schemes (see notes 1.19, 1.21 and 16).
The present value of the net pension
liability depends on a number of
actuarially derived assumptions about
variables such as inflation, discount
factors, and mortality rates.

» accruals have been made on the basis
of the known value of the transaction
wherever possible. Where estimates have
been required to be made, they are based
on appropriate and consistently applied
methods. Manual accruals are not made
where the value is less than £1,000. The
majority of accruals are system generated,
where there is no minimum threshold.

1.26 Rounding

The numbers presented in the accounts are
consistent with the underlying data, the
figures being taken either from the FCO's
management information system, Prism, or
offline input entered to the nearest pound
wherever available. Please note that totals
shown in the Notes may not sum due to
rounding that has taken place. In addition
there may be rounding differences between
the Notes and the main financial statements.

1.27 Impending application
of newly issued accounting
standards not yet effective

The following changes to IFRS may affect the
FCO, and will be adopted by the FCO when
they are adopted by the FReM (subject to
any interpretations or adaptations applied

by the FReM). The effective dates of the IFRS
changes noted below relate to the financial
years beginning on or after the date and are
also subject to EU adoption of the changes.

»

IFRS 9 Financial Instruments. This
includes requirements for classification,
recognition and measurement,
impairment, derecognition and general
hedge accounting. The version of IFRS 9
issued in July 2014 supersedes all previous
versions and is effective from 2018-19.
Restatement of comparative periods is
(with limited exceptions) not required,
however additional disclosures are
required. The Treasury has mandated that
balances with core central government
departments (including their executive
agencies) are excluded from recognising
stage-1 and stage-2 impairments, with the
liabilities being assessed as having zero
‘own credit risk” by the entities holding
these liabilities. As FCO receivables are
primarily with other central government
departments we expect there to be
minimal implications in terms of impairing
debt. The FCO does not operate hedge
accounting, so the specific requirements
of IFRS 9 for hedging instruments will not
apply. The impact of the standard is not
expected to be material.

IFRS 15 Revenue from Contracts with
Customers. IFRS 15 aims to provide a
comprehensive standard for revenue
recognition. The FCO has a standard
contract with our partners across
government to recover the cost of using
our platform overseas. Recognition of
income under this recharge agreement
will not change. Similarly donor income
from overseas partner countries are
contributions to FCO projects and in
most cases will not change. For others,
including long-term service contracts,
there may be changes to the timing and
amount of revenue recognised, depending
on how these were previously accounted
for. For certain fees and charges not
classed as tax revenue the recognition
point may change. Any changes would
have budgetary implications. In addition
work is ongoing to simplify the definition
of grants and contracts, which may
impact on their respective timing and
recognition. IFRS 15 is effective from
2018-19. The impact of the standard is not
expected to be material.

IFRS 16 Leases. The IASB has issued the
final version of IFRS 16 which will replace
IAS 17 for annual periods beginning on
or after 1 January 2019. Changes to the
FReM are still under discussion at HM
Treasury regarding how this standard

will be implemented in the public sector,
there is currently a misalignment between
IFRS 16 accounting and ESA10 budgets to
be resolved. The FCO considers that the
minimum impact will be to include those
operating leases disclosed in Note 8.2
within the Statement of Financial Position.
IFRS 16 is effective from 2019-20.

»
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Changes to the FReM. There has been
no EU adopted standards or amendments
to standards applicable for 2017-18 which
will be included in the FReM at present.
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2. Statement of Costs by Operating Segments

2017-18 2016-17
Gross Income Net Gross Income Net
£000 £000 £000 £000 £000 £000

Strategic Objectives
SO1 - Protect Our People 799,418 (90,732) 708,686 843,068 (88,075) 754,994
SO2 - Project Our Global Influence 1,607,127 (575,998) 1,031,130 1,256,700 (211,346) 1,045,354
SO3 - Promote Our Prosperity 280,438 (32,965) 247,473 222,503 (39,250) 183,253

Net Operating Costs (CSCNE) 2,686,983 (699,695) 1,987,288 2,322,271 (338,671) 1,983,600

SO2 - Project Our Global Influence consists of:

International Institutions and Soft Power 1,048,665 (100,492) 948,173 746,841 (81,686) 665,155
British Council 171,000 - 171,000 162,001 - 162,001
Conflict Resolution and Stability 280,751 (13,947) 266,804 222,815 (10,955) 211,860
Migration Policy 23,167 (2,821) 20,346 19,301 (3,299) 16,003
Other* 83,544 (458,737) (375,193) 105,742 (115,407) (9,665)

1,607,127 (575,998) 1,031,130 1,256,700 (211,346) 1,045,354

The department reports its expenditure by operating segment in accordance with IFRS 8 Operating Segments. The FCO Management Board has been identified as
the Chief Operating Decision Maker (CODM). The CODM is responsible for allocating resources and assessing performance. Segmental information is reported to
the Management Board at regular intervals during the year.

The segmental analysis presents the financial information based on the structure reported to the FCO Management Board as part of its role in meeting perfor-
mance targets set for FCO by Parliament within the current Spending Round. The segments reflect this performance reporting structure, and are measured using
activity recording. Activity Recording collects staff time spent on each of the strategic objectives. Cost drivers are then associated with this time.

FCO income and costs are disclosed per segment. It is not possible to accurately allocate assets and liabilities to operating segments and thus such information is
not reported to the FCO Management Board or included in the segmental reporting in these financial accounts.

More details of the FCO's performance reporting can be found in the Performance Analysis within the Annual Report.

On 1 April 2017 some of the Priority Outcomes (POs) that sit underneath the three Strategic Objectives (SOs) were updated.
SO1 includes PO 1: Security Threats and PO2: Consular

SO2 includes PO 3: Euro-Atlantic Security and PO 4: Conflict and Stability

SO3 includes PO 5: Europe and PO 6: Economic Diplomacy

The elements of our work in the Middle East and North Africa that relate to conflict and stability have moved from PO1 to PO4. Consequently some activities
previously classified as SO1 are now in SO2.

The effect of the movement in foreign exchange (prior year benefiting from a large gain to reduce net costs) has led to an increase in spend on “International
Institutions and Soft Power” in 2017-18 compared to 2016-17. The reduction in net spend on “Other” reflects additional income from the sale of the Bangkok
compound (see Notes 4 and 5).

* “Other” includes other front-line activity conducted on behalf of Other Government Departments.
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3. Operating Costs

201718 2016-17
Core Department Departmental Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Staff costs
Wages and salaries 385,434 387,572 375,825 377,629
Social security costs 15,542 15,750 15,085 15,242
Other pension costs 50,172 50,474 49,692 49,930
Recoveries outward secondments (2,236) (2,236) (4,125) (4,125)
448,912 451,561 436,477 438,676
Grants
FCO Programmes 271,248 280,544 250,140 260,072
British Council 171,000 171,000 162,001 162,001
Conflict, Stability and Security Fund programmes 776,802 776,802 719,107 719,107
Peacekeeping foreign exchange rate loss / (gain) (43,317) (43,317) (48,650) (48,650)
1,175,733 1,185,029 1,082,597 1,092,530
Subscriptions to International Organisations
United Nations 65,595 65,595 61,025 61,025
NATO 19,926 19,926 17,662 17,662
Council of Europe 27,610 27,610 25,467 25,467
Organisation for Economic Cooperation and Development 12,916 12,916 11,581 11,581
Commonwealth Secretariat 5,457 54157 5,462 5,462
Organisation for Security and Cooperation in Europe 5,074 5,074 4,657 4,657
Residual payments to Western European Union 1,064 1,064 1,020 1,020
Office of the High Commissioner for Human Rights 2,500 2,500 = =
Others 2,238 2,238 2,259 2,259
142,380 142,380 129,133 129,133
Rentals under operating leases
Hire of plant and machinery 22,698 22,698 22,653 22,653
Property rentals 101,137 101,137 98,150 98,150
123,835 123,835 120,802 120,802
Interest charges
On-balance sheet PFI contracts 2,377 2,377 2,376 2,376
2,377 2,377 2,376 2,376
PFI and other service concession arrangements
Service element of on-balance sheet contracts 2,206 2,206 2,229 2,229
2,206 2,206 2,229 2,229
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2017-18 2016-17
Core Department Departmental Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000

Other expenditure
Reimbursements of duties to other Governments 39,985 39,985 35,009 35,009
Audit fees for Arms Length Bodies = 36 = 30
(Gain)/loss on exchange - realised (6,227) (6,227) 1,971 1,971
(Gain)/loss on exchange - unrealised 2,467 2,467 (9,915) (9,918)
Business hospitality 11,034 11,034 8,907 8,907
Consular 1,951 1,951 2,276 2,276
Contractor, consultancy and fee based services 50,043 50,043 46,193 46,193
Estate, security and capital related costs 241,066 241,066 226,186 226,186
Information and commercial services 7,030 7,030 7,271 7,271
IT and communications 100,427 100,427 86,090 86,090
Medical 10,939 10,939 12,607 12,607
Recruitment 1,222 1,222 935 935
Representation 1,565 1,565 3,025 3,025
Transport equipment costs 6,046 6,046 5,790 5,790
Training 14,490 14,490 12,564 12,564
Travel 46,621 46,621 45,250 45,250
Other (972) 972) 1,265 1,265
527,688 527,724 485,424 485,451

Total Operating Expenditure
Grant in Aid to other Arms Length Bodies

2,423,131
6,220

2,435,112

2,259,039
5,953

2,271,197

Total Cash
Non-cash items

2,429,351

2,435,112

2,264,992

2,271,197

Depreciation: Property, plant and equipment 123,720 123,751 116,174 116,195
Amortisation: Intangible assets 373 373 215 217
Non-perpetual leasehold land prepayment release 380 380 380 380
Loss on disposal of property, plant and equipment 49 49 21 32
Capital Grant in Kind - Property = = - -
Impairments - Departmental Expenditure Limit 22,571 22,571 6,873 6,873
Impairments - Non-current assets 9,057 9,057 9,992 9,992
Reversal of Impairments - Annually Managed Expenditure (16,685) (16,685) (45,862) (45,862)

139,464 139,495 87,793 87,826
Auditors' remuneration and expenses 306 306 288 288
Provisions: Provided in year 13,632 13,632 14,015 14,015
Provisions: Written back (2,685) (2,685) (12,295) (12,295)
Provisions: Unwinding of discount 18 18 9) 6)
Unrealised (gains)/losses on forward contracts 101,105 101,105 (38,755) (38,755)

112,375 112,375 (36,756) (36,753)

Total Non-Cash

Total Expenditure

251,839
2,681,190

251,871
2,686,982

51,038
2,316,030

51,073
2,322,271

Included within Social security costs is a payment of £751k in respect of the Apprenticeship Levy. The FCO contracts directly with a training provider and pays
their invoices. The amounts paid to these training providers are reclaimed from the Education and Skills Funding Agency (ESFA). In 2017-18 £21k was paid to

training providers.

For further information on Staff Costs please see the Remuneration and Staff Report.
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4. Income

201718 2016-17
Core Department Departmental ~ Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Operating income
Running cost receipts 28,396 28,396 23,826 23,826
Income from OGDs' 227,463 227,463 215,247 215,247
Income from other organisations ? 18,787 18,787 22,592 22,592
Consular fees 24,576 24,576 24,331 24,331
Capital Grant-in-Kind - Receipts * 2,614 2,614 = -
301,837 301,837 285,995 285,995
Finance income
Dividends receivable - FCO Services 2,258 2,258 1,500 1,500
Interest on loans 661 661 83 83
Profit on disposal of property, plant and equipment * 382,823 382,822 36,165 36,165
385,742 385,741 37,748 37,748
Income due to the Consolidated Fund
Consolidated Fund Extra Receipts 2,096 2,096 1,932 1,932
Income of consolidated bodies
Agency: Wilton Park 4,174 4,174 4,862 4,862
Non-Departmental Public Bodies - 5,846 = 8,134
4,174 10,021 4,862 12,996
Total Income 693,849 699,695 330,537 338,672

! This includes the income from partner Departments that use our overseas platform.

2 This includes income from partner countries to help fund FCO managed projects overseas.

3 A capital grant-in-kind of £2,614k, representing the transfer to FCO of DFID’s Nigerian based assets is included in operating income. This is a non-cash trans-
action. Income collected by the FCO where it was acting as agent for the Consolidated Fund rather than as principal is excluded from note 4. Details of the
amount and balance held at the year-end date are given in SOPS note 4.2.

“ The profit on disposal of property, plant and equipment primarily relates to the disposal of the Bangkok compound, further details are disclosed in note 5.
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Consolidated 2017-18

Non- Buildings  Residential ~ Dwellings Informa-  Transport ~ Plantand  Antiques Payments Total
residential Excluding Land tion Tech-  Equipment Machinery and Works —on Account
Land Dwellings nology of Art  and Assets
Under Con-
struction
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Cost or Valuation
At 1 April 2017 417,883 1,524,175 502,191 1,002,197 421,032 103,493 190,396 17,042 175,760 4,354,168
Additions - 405 2,978 6,980 1,155 6,192 499 = 115,334 133,543
Disposals - (32,859) = (22,685) (102,551) (13,340) (3,115) = = (174,550)
Impairments (2,866) (24,012) (2,843) (12,735) (298) (359) (1,518) (24) (106) (44,762)
Reversals of Impairments 2,082 16,668 685 1,245 416 2 = = = 21,096
OGD Transfers - 207 = 368 25 248 766 = 1,000 2,614
Reclassification ! (10,000) 53,451 (10,807) (355) 70,001 9,179 23,891 = (163,260) (27,900)
Revaluation 3,581 18,019 (18,942) 118,705 5,591 4,176 (4,725) = = 126,403

At 31 March 2018

Depreciation

410,679 1,556,053 473,261 1,093,720

395,371

109,590 206,193 128,729 4,390,613

At 1 April 2017 - 646,919 = 394,931 365,007 67,608 111,982 = = 1,586,448
Charged in Year = 42,553 = 23,083 27,608 11,873 18,635 = = 123,751
Disposals = (32,856) = (22,685)  (102,550) (12,760) (3,071) = = (173,921)
Impairments - (10,286) o (2,345) o (236) (267) © = (13,133)
Reversals of Impairments = 3,565 = 430 416 1 - - - 4,411
OGD Transfers = = = = = = = = - =

Reclassification ! - - - (1,614) - - - - - (1,614)
Revaluation c (12,773) = 58,547 4,881 2,135 (2,946) = = 49,845

At 31 March 2018

Net Book Value at
1 April 2017

Net Book Value at
31 March 2018

Asset Financing

637,123 450,346

417,883 877,256

502,191

607,265

410,679 918,929 473,261 643,374

295,361

56,025

100,009

68,621 124,334 1,575,786

35,885 78,413 175,760 2,767,720

40,969 81,859 128,729 2,814,827

Owned 347,754 689,385 359,498 433,020 100,009 40,969 81,859 17,018 128,729 2,198,241
Leased 48,398 212,683 113,763 210,354 = = = = - 585,198
On-Balance Sheet (SOFP) 14,527 16,861 -~ ) -~ ) ) ) ) 31,388

PFI Contracts
Net Book Value at 31

March 2018 410,679 918,929 473,261 643,374 100,009 2,814,827
Of the Total

Department 410,679 918,685 473,261 643,374 99,784 40,969 81,717 17,018 128,729 2,814,215
Agencies = 244 = = 200 = 141 = = 585
ALBs = = = = 25 = 2 = = 27

Net Book Value at 31
March 2018

410,679 918,929

473,261

2,814,827

AUC includes Tangibles and Intangible assets.
1 Some assets have been reclassified to assets held for sale (note 5.1).
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Consolidated 2016—17

Non-res- Buildings  Residential ~ Dwellings Informa-  Transport ~ Plantand  Antiques Payments Total
idential Excluding Land tion Tech-  Equipment Machinery and Works —on Account
Land Dwellings nology of Art  and Assets
Under Con-
struction
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Cost or Valuation
At 1 April 2016 354,087 1,359,638 417,198 834,005 387,431 101,367 182,191 17,052 116,548 3,769,517
Additions 3 493 1 17 514 6,840 2,409 = 89,604 99,880
Disposals - (3,420) = (3,293) (308) (8,620) (4,933) = = (20,573)
Impairments (444) (16,039) (539) (3,266) (19) (292) (928) = (2,067) (23,595)
Reversals of 8,852 22,850 12,957 6,428 1,925 22 4 - - 53,038
Impairments
OGD Transfers - - - - - - - - - -
Reclassification ! (2,998) 5,508 (2,486) (1,687) 10,460 1,656 4,442 - (28,324) (13,430)
Revaluation 58,384 155,145 75,061 169,993 21,028 2,521 7,210 (10) = 489,331

At 31 March 2017

1,524,175 1,002,197

Depreciation

421,032 103,493

190,396

4,354,168

At 1 April 2016 - 547,052 - 313,107 325,956 63,268 94,801 = = 1,344,183
Charged in Year > 43,913 = 21,815 20,111 11,513 18,842 = = 116,195
Disposals - (3,420) S (3,293) (305) (8,286) (4,666) = S (19,970)
Impairments = (5,289) = (750) @ (241) (482) = = (6,766)
ﬁp’gﬁs@ﬂs - 4,116 - 1,126 1,925 6 3 - - 7176
OGD Transfers S S = = = = - = - =

Reclassification ! = (1,749) = (877) = = = = = (2,626)
Revaluation o 62,295 o 63,804 17,323 1,349 3,484 = = 148,255

At 31 March 2017

Net Book Value at 1 April
2016

Net Book Value at 31
March 2017

646,919 394,931

354,087

812,586 417,198 520,898

417,883 877,256 502,191 607,265

Asset Financing

67,608

38,099

35,885

1,586,448

116,548 2,425,334

175,760 2,767,720

Owned 354,669 640,635 385,134 426,005 56,025 35,885 78,413 17,042 175,760 2,169,568
Leased 48,844 220,394 117,057 181,260 = o - - - 567,555
On-Balance Sheet (SOFP) 14,371 16,226 ) ) ) ) ) ) . 30,597

PFI Contracts
Net Book Value at 31

March 2017 417,883 877,256 502,191 607,265 175,760 2,767,720
Of the Total

Department 417,883 876,998 502,191 607,265 55,778 35,884 78,091 17,042 175,760 2,766,892
Agencies = 258 = = 210 1 308 = = 777
ALBs - - o o 37 - 15 - = 52

Net Book Value at 31
March 2017

417,883

877,256 502,191 607,265

175,760 2,767,720

AUC includes Tangibles and Intangible assets.
1 Some assets have been reclassified to assets held for sale (note 5.1).
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5. Property, Plant and Equipment (cont.)

Property Valuations:

Physical inspections to inform valuations of properties were carried
out as follows:

Property Location Valuer Effective Valuation Date

Middle East & North Africa 30 September 2016
Sub-Saharan Africa . ‘© 30 September 2015
Americas k) 2730 September 2014
South Asia; Asia Pacific S E 30 September 2013
European Union; Wider Europe and = 30 September 2017

Russia; Caucasus; Central Asia

Desk reviews for revaluation purposes were carried out for all FCO
properties as at 30th September 2017 where not physically inspected
in year. These desk valuations were carried out for all other regions by
Colliers International. End of Financial Year impairments were assessed
by Colliers International in conjunction with in-house FCO chartered
surveyors, to determine whether there had been any material change.
The total fees payable to the valuers in all cases represent less than 5%
of the total fee income of the valuing firm/body.

Transfer of DFID assets in Nigeria

During 2017-18 the Secretary of State for International Development
transferred the Nigerian based assets of DFID to the FCO. Ownership by
FCO took effect as from 1 April 2017, with the final DFID values being
adopted by FCO. The transfer was financed by a capital grant in kind.
Following assessment of these assets a number were impaired in FCO’s
accounts in 2017-18. Note 5 above reflects these assets within the line
“OGD Transfers”. No adjustment was made to the opening balances for
cost or depreciation.

Assets included at DFID NBV 1,995
Assets transferred and impaired 619
Amount shown as OGD transfer 2,614

Specialised Properties

Specialised properties have been valued using Depreciated Replacement
Cost (DRC) methodology on a Modern Equivalent Replacement basis
ignoring listed status (where relevant). It should be noted that DRC
valuations are only relevant subject to the continuing prospect of the
property in question remaining viable and occupied. In the event the
property is no longer required for service delivery then the achievable
Market Value of the asset may be significantly less or more than the
value now reported on a DRC basis. In cases where DRC valuations have
been applied, Market Values are also supplied for comparison purposes.

All the valuations have been prepared in accordance with the Royal
Institution of Chartered Surveyors Valuation Professional Standards
(Global and UK) January 2014. All valuers are experienced and qualified
Chartered Valuation Surveyors and Registered Valuers with relevant
knowledge, skill and understanding. The desk valuations have been
undertaken by way of a desk review of the valuations previously
supplied by external Chartered Valuation Surveyors. \Where possible,

in arriving at an opinion of Market Value and/or Fair Value, observable
prices and market data relating to actual transactions involving
comparable properties has been utilised. For a number of properties,
however, it has been necessary to rely on information obtained from
market indices and benchmarks, informal advice received from local
estate professionals and valuer judgement. These valuations are valid
as at 30th September 2017, and reviewed at the reporting date for any
material impact from global market volatility. Unless there are material
changes the valuation is not changed from that at 30th September.

The FCO also holds a number of cemeteries across the world which

are classified as non-operational assets, and as such, have de

minimis carrying values. The cemeteries were purchased from public
subscriptions. The cemeteries are held in the Embassy name for the local
British Community.

Leased Properties

The leased properties disclosed constitute two elements 1) Leasehold
buildings £423 million (2016-17 £401.6 million); 2) Leases for ground
rent held in perpetuity £162.2 million (2016-17 £165.9 million), which
are treated as akin to freehold tenure and disclosed within land. Neither
category is regarded as a finance lease.

Antiques and Works of Art

Valuation visits have not been carried out to Posts in 2017-18. A review
of these visits is underway. The number of locations may expand as part
of a revised quinquennial revaluation process.

Assets Held for Sale

The FCO manages its property portfolio in line with its dynamic business
needs, including investment in new properties and disposal of those

no longer required. Capital disposal receipts are retained for further
investment by the FCO as agreed with HM Treasury. Note 1.4 explains
the accounting policy for Assets Held for Sale.

Sale of Bangkok Compound

In January 2018 the FCO completed the sale of the compound in
Bangkok, Thailand and received £426.3m after sale costs of £1.3m.
There was an FX loss of £1.4m based on the movement in rates
between the date the contract was signed and the date of completion.
The net income was therefore £425m once adjusted for these costs.
The sale was accompanied by a lease for two years being granted to
FCO by the purchaser. The two year lease is an operating lease

The sale price was in excess of the independently assessed open market
valuation (OMV). Following IAS 16, the excess of the net sales proceeds
over the OMV of £41m will be deferred and released over the life of
the lease. FCO anticipates moving into new offices in Bangkok in 2019,
until which point FCO will remain at the existing embassy site under the
terms of the lease.

Our Spending Review settlement allows the FCO to recycle all proceeds from
the sale of assets as CDEL, showing as capital receipts (see Note 4). The funds
released will allow FCO to begin a number of major long-planned rebuilding
projects, and enable the updating and modernising of the global estate.

5.1 Assets Held for Sale

The following assets are 201718 2016-17
classified as held for sale: £000 £000
Overseas Properties

Balance as at 1 April 4,920 16,658
Reclassification to Assets Held

For Sale at Carrying Value 25,938 10,804
Revaluation to Fair Value Less

Costs to Sell (1) (2,065)
(Impairments) / Reversals - (36)
Disposals (27,113) (20,442)
Balance as at 31 March 3,733 4,920
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6. Intangible Assets

Consolidated 2017-18

Consolidated 2016-17

Software Website Total Software Website Total
Licences Design Licences Design
£000 £000 £000 £000 £000 £000

Cost or Valuation Cost or Valuation
At 1 April 2017 11,373 293 11,666  At1April 2016 10,693 281 10,974
Additions = 46 46 Additions 5 12 17
Disposals (13) 1) (35) Disposals - - -
Impairments = - - Impairments - - -
Reversals of Impairments = - - Reversals of Impairments - - -
Revaluation 161 - 161 Revaluation 675 - 675
Reclassification 348 - 348 Reclassification : - -
,'\“Aztrfﬁ%g"ue at sl 11,868 318 12,187 %ﬁfﬁggﬁ'”e at 31 11,373 293 11,666
Amortisation Amortisation
At 1 April 2017 10,994 144 11,137 At 1 April 2016 10,192 87 10,279
Charged for the Year 307 66 373 Charged for the Year 160 57 217
Disposals (13) Q@1 (35) Disposals - - -
Impairments - - - Impairments - - -
Reversals of Impairments = - - Reversals of Impairments = - -
Revaluation 151 - 151 Revaluation 642 - 642

Reclassification

Net Book Value at 31

Reclassification

Net Book Value at 31

March 2018 15 March 2017 e U057
Net Book Value at 1 April Net Book Value at 1 April

2017 149 2016 500 695
Net Book Value at 31 Net Book Value at 31

March 2018 12 March 2017 ) 522
Of the Total Of the Total

Department 431 - 431 Department 379 - 379
Agencies - 129 129 Agencies - 149 149
ALBs : - _ ALBs 1 . 1
Net Book Value at 31 Net Book Value at 31

March 2018 March 2017 &) 142 22
Asset Financing Asset Financing

Owned 431 129 560 Owned 379 149 529
Finance Leased - - - Finance Leased = - -
Net Book Value at 31 431 129 560 Net Book Value at 31 379 149 529

March 2018

March 2017

The intangible assets are mainly licenses for software applications. The book value of these has been decreasing over recent years as the major licenses (Microsoft
and Oracle) move towards the end of their asset lives. Some licenses were reclassified from AUC during the year, these have a two year life.
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7. Impairments

2017-18 2016-17
Core Departmental Core Departmental
Department & Group Department & Group
Agencies Agencies
£000 £000 £000 £000
Impairment and Reversals charged to CSCNE

Land 2,942 2,942 (20,825) (20,825)
Buildings and Dwellings 10,198 10,198 (10,769) (10,769)
Information Technology 298 298 15 15
Transport Equipment 123 123 35 35
Plant and Machinery 1,252 1,252 444 444

Antiques and Works of Art 24 24 - -
Payments on Accounts & Assets Under 106 106 2,067 2,067

Construction

Intangible Assets = = - >
Assets held for sale = = 36 36

Other = = = >

Transferred from Revaluation Reserve - > = =
14,943 14,943 (28,997) (28,997)

The total impairment for the year was charged directly to the Consolidated Statement of Comprehensive Net Expenditure. The £10.2m impairment of Buildings and
Dwellings in 2017-18 primarily relates to the sale of the Bangkok Compound (see Note 5), and to various enhancement projects that came into use. For the prior
year the impairment reversals were much higher as a result of exchange rate movements on the value of the overseas estate.
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8. Capital and Other Commitments

8.1 Capital Commitments

Contracted Capital Commitments at 31 March not otherwise included in these Financial Statements:

2017-18 2016-17
Core Department &  Departmental Group Core Department &  Departmental Group

Agencies Agencies
£000 £000 £000 £000
Estates Projects 28,003 28,003 10,705 10,705
IT Infrastucture 16,384 16,384 34,924 34,924
Vehicles 39 39 250 250
44,426 44,426 45,879 45,879

8.2 Commitments under Leases
8.2.1 Operating Leases

Total future minimum lease payments under operating leases are given in the table below for each of the following periods:

2017-18 2016-17
Core Department & Departmental  Core Department & Departmental
Agencies Group Agencies Group
£000 £000 £000 £000

Land and Buildings
Not later than 1 year 76,080 76,080 78,410 78,410
Later than 1 year but not later than 5 years 106,028 106,028 112,150 112,150
Later than 5 years 60,861 60,861 64,154 64,154
242,969 242,969 254,714 254,714

Other

Not later than 1 year 186 232 228 266
Later than 1 year but not later than 5 years 162 162 194 194
Later than 5 years 18 18 19 19
367 412 441 479
Total 243,336 243,382 255,156 255,193

At present the FCO does not have any finance leases. The majority of the Operating Lease payments represent rentals for buildings within the FCO’s overseas
estate. Lease terms and rentals vary depending on local circumstances.
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8. Capital and Other Commitments (cont.)

8.3 Commitments under PFI Contracts and other service concession arrangements

8.3.1 On-Balance Sheet (included within Consolidated Statement of Financial Position)

2017-18 2016-17

£000 £000

Not later than 1 year 3,883 3,789
Later than 1 year but not later than 5 years 15,533 15,154
Later than 5 years 28,154 31,256
47,570 50,199

Less Interest element (17,517) (19,401)

The above liability is disclosed under Payables (Note 13) as follows:

Amounts falling due within 1 year 1,635 1,478

Amounts falling due after 28,417 29,320
30,053 30,798

Private Finance Initiative (PFI) transactions have been accounted for in accordance with HM Treasury and FReM requirements. Where the terms of the PFI meet
the definition of service concession arrangements in IFRIC 12 Service Concession Arrangements, the infrastructure asset is recognised as a non-current asset and
the liability to pay for it is accounted for as a finance lease. Contract payments are apportioned between a reduction in the capital obligation and charges to the
CSCNE for service performance and finance cost.

Berlin Embassy

The contract in respect of the building, operation and maintenance of the British Embassy Berlin is for a term of 30 years from 23 June 2000 with an option to
extend for a further 30 years. The property meets the criteria determined by IFRIC 12, and therefore the embassy is included in the accounts within Property,
Plant and Equipment. The initial capitalisation of the contract was reflected in the FCO's accounts for 2002-03.

Contractual payments therefore comprise two elements: imputed finance lease charges and service charges. The liability to pay for the property is in substance a
finance lease obligation.

8.3.2 Charge to the Consolidated Statement of Comprehensive Net Expenditure and future commitments

201718 2016-17

Core Department & Departmental Core Department & Departmental

Agencies Group Agencies Group

£000 £000 £000 £000

Not later than 1 year 2,185 2,185 2,019 2,019
Later than 1 year but not later than 5 years 8,739 8,739 8,077 8,077
Later than 5 years 17,478 17,478 20,194 20,194
28,402 28,402 30,290 30,290

8.4 Other financial commitments

The Department has entered into non-cancellable contracts (which are not leases or PFl contracts) for facilities management, logistics and
computer services.

The payments to which the FCO is committed, analysed by the period during which the commitment expires, were as follows:

2017-18 2016-17

Core Department & Departmental Core Department & Departmental

Agencies Group Agencies Group

£000 £000 £000 £000

Not later than 1 year 104,995 104,995 61,325 61,325
Later than 1 year but not later than 5 years 17,921 17,921 31,320 31,320

Later than 5 years - - - ;
122,915 122,915 92,646 92,646
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9. Financial Instruments

International Financial Reporting
Standard 7 (IFRS 7 Financial instrument:
Disclosures) requires disclosures in the
financial statements that enable users
to evaluate the significance of financial
instruments to the financial position and
performance, and the nature and extent
of risks arising from financial instruments
to which the FCO is exposed during the
year and at the financial year end, and
how those risks are being managed.

The FCO is exposed to foreign currency
risks which can be significant because
of the nature of its business and
geographical presence. The following
describe the mechanisms by which FCO
deals with the exposure:

The Foreign Currency Mechanism (FCM)
originally agreed with HM Treasury in
the 2010 Spending Review was updated

Summary of Financial Instruments
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in the 2015 Spending Review. The FCM
increases or decreases the FCO's budget
each year in the Supplementary Estimate
to take account of movements in the top
100 currencies where the department
spent most money in 2015-16. The

FCM uses exchange rate movements
covering the period February to January,
and applies it to the FCO's baseline
spend to calculate the adjustment to

the FCO's budget. However, significant
currency movements between February
and March each year would only be
reflected in a budget adjustment to the
following financial year. Consequently
there remains a foreign exchange risk
related to movements in February and
March in the current year. The FCM
includes an element to take account of
the differential inflation rates between

countries. The FCM only applies to the
FCO's core budget so does not cover
expenditure on British Council, or
peacekeeping.

As described above the FCO is exposed
in the current year to exchange rate
movements in February and March. FCO
uses the spot rate for foreign currency
transactions in that period. A budget
adjustment is requested in the following
year.

As the peacekeeping budget is not
included in the FCM, the FCO continues
to use forward purchase currency
contracts for peacekeeping expenditure
only, to minimise budget uncertainty.
The Ministry of Defence (MoD) arranges
the purchase of foreign currency on
behalf of the FCO.

Note 2017-18 2016-17
£000 £000
Non-Current Financial Assets
Investment in Other Public Sector Bodies 9.1 4,981 4,981
Forward Currency Contracts 9.2 1,092 30,511
6,073 35,492
Current Financial Assets
Forward Currency Contracts 9.2 8,374 54,696
Current Financial Liabilities
Forward Currency Contracts 9.2 (10,744) =
Non-Current Financial Liabilities
Forward Currency Contracts 9.2 (14,855) (235)

(11,153) 89,952

9.1 Investment in other public sector bodies

The FCO holds an investment in FCO Services, comprised of 100% of its Public Dividend Capital (PDC) of £4,981,000. As a trading fund
FCO Services is not included within the FCO departmental boundary, and the Department'’s investment is reported in these accounts at

historical cost.

There have been no movements since 31 March 2017 and the value remains at £4,981,000.



9. Financial Instruments (cont.)

9.2 Forward Currency Contracts

As detailed in note 9, forward purchases have been used to reduce budget uncertainty in respect of foreign exchange in the

significant currencies in which the FCO operates.

Forward purchases contracts matured as follows:
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2017-18 2016-17
Foreign  Sterling Cost Average Foreign  Sterling Cost Average
Currency Exchange Currency Exchange
Rate Rate
000 £000 000 £000
Euro 29,600 23,587 1.25 24,830 19,242 1.29
US Dollar 393,930 262,974 1.5 478,980 305,711 1.57
‘ 286,561 324,953
Forecast unrealised gains and losses on forward purchases maturing in future periods, based on
the actual rates of exchange at the reporting period date, are analysed as follows:
2017-18
Foreign Currency Value  Sterling Value Unrealised Unrealised
Currency Gains Losses
000 £000 £000 £000
Current Assets and Liabilities

Maturing in 2018-19 Euro 40,810 35,062 1,411 (628)
US Dollar 346,000 249,055 6,963 (10,116)
284,117 8,374 (10,744)

Non-current Assets and Liabilities
Maturing in 2019-20 Euro 26,633 23,697 396 (346)
US Dollar 237,205 175,283 695 (9,959)
198,980 1,092 (10,304)
Maturing in 2020-21 Euro 14,433 13,345 = (270)
US Dollar 115,233 83,733 = (4,281)
97,078 = (4,551)
Total 580,175 9,465 (25,599)

2016-17
Foreign Currency Value  Sterling Value Unrealised Unrealised
Currency Gains Losses
000 £000 £000 £000
Current Assets and Liabilities

Maturing in 2017-18 Euro 29,600 23,587 1,892 =
Us Dollar 393,930 262,974 52,803 =
286,561 54,696 =

Non-current Assets and Liabilities
Maturing in 2018-19 Euro 19,245 15,489 1,235 =
US Dollar 264,327 186,456 23,236 (131)
201,945 24,471 (131)
Maturing in 2019-20 Euro 10,167 8,666 260 -
US Dollar 132,510 97,896 5,780 (104)
106,562 6,040 (104)
Maturing in 2020-21 Euro = = = =
US Dollar = = = =
Total 595,067 85,206 (235)
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10. Inventories

201718 201617
Core Departmental Core Departmental
Department & Group  Department & Group
Agencies Agencies
£000 £000 £000 £000
Total physical stock 1,000 1,000 1,178 1,178

1,000 1,000 1,178 1,178

Physical stock held includes Emergency Travel Documents (ETDs) held at Posts, and the Government Wine Cellar (used to support the work of Government
Hospitality in delivering business hospitality for all government ministers and departments).

11. Cash and Equivalents

201718 201617

Core Department Departmental  Core Department Departmental

& Agencies Group & Agencies Group

£000 £000 £000 £000

Balance at 1 April 70,659 73,366 84,139 86,279

Net change in cash balances 183,562 183,002 (13,480) (12,913)

Balance at 31 March 254,221 256,368 70,659 73,366
The following balances and overdrafts were held at 31 March:

Government Banking Service 140,134 140,134 2,076 2,076

Commercial banks and cash in hand UK and overseas 114,087 116,234 68,583 71,290

Balance at 31 March 254,221 256,368 70,659 73,366

12. Trade Receivables, Financial and Other Assets

201718 201617

Core Department Departmental  Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000

Amounts Falling Due Within 1 Year
Trade receivables 27,397 27772 24,120 24,359
Deposits and Advances 942 1,016 1,911 1,941
Other receivables 14,124 14,124 18,251 18,251
Leasehold land (non-perpetual) prepayments 380 380 380 380
Other prepayments and accrued income 122,057 122,969 121,792 122,315
Under issue of Supply from the Consolidation Fund 81,672 81,672 = =
246,572 247,933 166,453 167,245

Amounts Falling Due After 1 Year

Leasehold land (non-perpetual) prepayments 26,103 26,103 26,485 26,485
Other receivables 3,047 3,047 3,243 3,243
29,150 29,150 29,728 29,728

275,721 196,181
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13. Trade Payables and Other Liabilities
2017-18 2016-17
Core Department Departmental  Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Amounts Falling Due Within 1 Year
Bank overdrafts = = = -
Other taxation and social security 311 376 7,561 7,592
Payments on account 252 252 275 275
Trade payables 30,317 31,166 37,866 38,045
Other payables 26,375 26,375 132,655 132,655
Accruals and deferred income 187,041 188,226 111,857 112,077
Current part of finance leases = = = =
Current part of imputed finance lease element of on-SoFP PFI 1,635 1,635 1,478 1,478
contracts
Total excluding amounts due to the Consolidated Fund 245,932 248,030 291,692 292,123
Amounts issued from the Consolidated Fund for supply but not spent
At year end 253,715 253,715 70,265 70,265
Income due to be paid to the Consolidated Fund 506 506 393 393
500,153 502,251 362,351 362,781
Amounts Falling Due After 1 Year
Payables, accruals and deferred income - - - -
Finance leases = = = =
Imputed finance lease element of on-SoFP PFI contracts 28,417 28,417 29,320 29,320
28,417 28,417 29,320 29,320

Total 528,570 530,668 391,671 392,101
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14. Provisions for Liabilities and Charges

Note 1 to the Accounts sets out the statement of accounting
policy and details about the calculation for early departure costs
(note 1.20) and terminal benefits for local staff (note 1.21).

Early departure provisions

The Department and its Agency meets the additional costs

of benefits beyond the normal Principal Civil Service Pension
Scheme benefit for employees who retire early. An amount is
paid annually to the Principal Civil Service Pension Scheme for the
period between early departure and the normal retirement date.
The Department and Agency provides for this in full when the
early retirement becomes a binding liability.

LE Staff Terminal Gratuities

Depending upon local employment law and custom, the FCO at
Post may set up a Terminal Gratuity Provision for locally engaged

staff. This is not a formal pension fund, but does allow the FCO
to create a liability for payments to employees. These get paid
out upon their retirement or when they leave service. As the
employee works through each year they gradually increase the
value of their own specific Terminal Gratuity Provision.

Other Staff provisions

These relate to provisions by the core Department for claims made
by staff against the Department. The provision is calculated based
on general experience of what the maximum for each type of
claim is worth.

Other provisions

These relate to provisions by the core Department for possible
back-rental demands and other estate commitments, as well as
claims made by third parties against the Department.

2017-18 201617
Core Department Departmental  Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Balance at 1 April 47,506 47,525 49,139 49,155
Provided in year (bal) 13,632 13,632 14,015 14,015
Provisions not required written back (2,685) (2,685) (12,295) (12,295)
Provisions utilised in the year (5,958) (5,958) (6,651) (6,651)
Unwinding of discount 18 18 9) (6)
Terminal gratuities exchange unrealised (gain)/loss (3,655) (3,655) 3,307 3,307
Balance at 31 March 48,858 48,877 47,506 47,525
14.1 Analysis of Expected Timing of Discounted Cash Flows
2017-18 2016-17
Core Department Departmental  Core Department Departmental
& Agencies Group & Agencies Group
£000 £000 £000 £000
Not later than 1 year 6,666 6,684 6,427 6,427
Later than 1 year but not later than 5 years 16,957 16,957 14,394 14,412
Later than 5 years 25,236 25,236 26,686 26,686
Balance at 31 March 48,858 48,877 47,506 47,525
14.2 Analysis of Provision by Type
2017-18
Early LE Staff Other Staff Other Total
Departure Terminal Provisions Provisions
Costs Gratuities
£000 £000 £000 £000 £000
Not later than 1 year 257 2,734 601 3,092 6,684
Later than 1 year but not later than 5 years 611 9,939 1,575 4,831 16,957
Later than 5 years - 25,215 20 - 25,236
Balance at 31 March 868 37,888 2,197 7,924 48,877
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15. Contingent Liabilities disclosed under IAS 37

Potential Obligations

2017-18 2016-17
£000 £000
55,297 55,794

In addition to contingent liabilities disclosed in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets, the FCO discloses for parlia-
mentary reporting and accountability purposes certain statutory and non-statutory contingent liabilities where the likelihood of a transfer of economic benefit is
remote, but which have been reported to Parliament in accordance with the requirements of HM Treasury’s Managing Public Money. These can be found in the

Parliamentary Accountability and Audit Report of the Annual Report and Accounts.

The above contingent liability number for 2017-18 does not include any liability assessed in respect of compensation claims brought as part of the Kenyan
Emergency Group Litigation. This litigation comprises claims from just over 40,000 Kenyan people dating back to the state of emergency in Kenya between
1952 and 1961. Nor does the number include any liability in respect of personal injuries allegedly caused by British security forces during the Cyprus Emergency
(1955-1959), where there are 35 claimants. In both cases the information usually required by IAS 37 Provisions, Contingent Liabilities and Contingent Assets is
not disclosed on the grounds that it can be expected to seriously prejudice the outcome of the litigation. In any event, the FCO believes it can successfully defend

the claims.

16. Retirement Benefit Schemes

Retirement benefits for UK-based employees are provided
through the Civil Service pension arrangements. For staff engaged
overseas the FCO observes local employment laws and provides
for the payment of pensions and other terminal benefits. The FCO
contributes to pension schemes in the following ways.

Civil Service pension scheme

In respect of UK-based staff, from 1 April 2015 all those newly
appointed, and the majority of those already in service, joined

the new Civil Servants and Others Pension Scheme or alpha. Prior
to that date, UK-based employees participated in the Principal
Civil Service Pension Scheme. These are unfunded multi-employer
defined benefit schemes and the FCO does not separately identify
its share of the underlying liabilities.

For 2017-18, employer contributions of £37,903,088 were paid
to the Civil Service pension schemes (2016-17: £36,884,232). The
contribution rates are based on salary bands and are set to meet
the cost of the benefits accruing during 2017-18 to be paid when
the member retires, and not the benefits paid during this period
to existing pensioners.

Employees can opt to open a partnership pension account, which
is a ‘money purchase’ stakeholder pension with an employer
contribution. Employer contributions of £289,100 (2016-17:
£231,033) were paid to one or more of the appointed stakeholder
pension providers.

In addition, employer contributions of £6,725, 0.5% of
pensionable pay (2016-17: £8,630), were paid to the Civil Service
pension scheme to cover the cost of the future provision of lump
sum benefits on death in service or ill health retirement of these
employees.

Further details are given in the Remuneration and Staff Report.

Other defined contribution schemes

The FCO operates defined contribution schemes independent of
local government in some Posts. The value of contributions in
2017-18 was £4,847,395 (2016-17: £4,918,149).

Other defined benefit schemes

The FCO operates defined benefit schemes in the countries as
shown below which are based on final salary and provide for
pensions at retirement and for benefits on death or disablement
in service.

The schemes were subject to actuarial valuation or review as at
31 March 2018 and are closed to new members, other than a
scheme in the Netherlands which is not included below because,
as an insurance-based scheme operated by a life company, there
are no assets and obligations to report and it is therefore treated
as a defined contribution scheme. The schemes are funded other
than the Cyprus scheme (the British East Mediterranean Relay
Service Pension Scheme in respect of former BBC World Service
staff operating on the island) which is unfunded with the benefits
being paid out of current resources. The estimated amount of
contributions expected to be paid to the schemes during the
current financial year is £966,414.
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16. Retirement Benefit Schemes (cont.)

Defined Benefit Schemes Recognised in the Statement of Financial Position

2017-18 2016-17
£000 £000
Present Value of Funded Obligations
Canada (9,510) (9,932)
Republic of Ireland (5,649) (5,200)
Jamaica 2,112) (1,999)
Mauritius (313) (259)
South Africa (1,650) (1,828)
Columbia (566) (547)
Belgium (1,096) (1,196)
(20,896) (20,960)
Fair Value of Plan Assets
Canada 10,976 11,607
Republic of Ireland 5,449 4,207
Jamaica 2,672 2,420
Mauritius 215 205
South Africa 1,900 2,124
Columbia 125 508
Belgium 644 660
21,980 21,731
Net Asset/(Liability) of Funded Schemes 1,084 770
Present Value of Unfunded Obligations
Cyprus (27,616) (29,174)
Total (26,532) (28,404)
Summary
Liabilities 2,276 2,391
Assets (28,808) (30,795)
Net Asset/(Liability) (26,532) (28,404)
Amounts Recognised in Operating Costs
Total service costs ' 795 406
Net Interest 2 663 784
Exchange differences on foreign plans 879 1,782
Total Included in Employee Benefits Expense 2,337 2,972
Remeasurements (1,320) 2,364

1 Service costs contain both current and past service costs along with curtailment costs in both the current year and prior year comparator in line with the
revised IAS 19 (Employee benefits) standard.

2 Net Interest combines interest on obligations and expected return on plan assets
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16. Retirement Benefit Schemes (cont.)

2017-18 2016-17
Changes in the Present Value of the Defined Benefit Obligation £000 £000
Opening defined benefit obligation (50,134) (42,448)
Pensioners in payment exactly matched by annuity contracts (6) =
Service cost (795) (406)
Curtailment / settlement cost = =
Interest cost (1,631) (1,669)
Contributions by participants (139) (124)
Actuarial (losses)/gains 818 448
Exchange differences 166 (4,183)
Benefits paid 2,903 2,038
Changes in assumptions underlying the present value of the scheme liabilities 307 (3,791)
Closing Defined Benefit Obligation (48,511) (50,134)
Changes in the Fair Value of Plan Assets
Opening fair value of plan assets 21,731 17,527
Pensioners in payment exactly matched by annuity contracts 6 =
Expected return 968 885
Actuarial gains (losses) 195 979
Contributions by employer 1,409 457
Contributions by participants 139 128
Exchange differences (1,044) 2,401
Benefits paid (1,424) (646)

Changes in assumptions underlying the present value of the scheme assets = =
Closing Fair Value of Plan Assets 21,980 VAWEY

The major categories of plan assets as a percentage

of total plan assets are as follows 2017-18 2016-17
Equities 34.72% 37.18%
Bonds 26.66% 24.84%
Other 38.63% 37.98%
Principal actuarial assumptions as at 31 March (expressed as weighted averages)

Discount rate 1.76% 1.97%
Expected return on plan assets 4.00% 5.28%
Future salary increases 2.53% 2.89%

Future pension increases 2.43% 2.67%
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16. Retirement Benefit Schemes (cont.)

Amounts for the current and previous four years 2017-18 2016-17 2015-16 2014-15 2013-14
Funded Schemes £000 £000 £000 £000 £000
Defined benefit obligation (20,896) (20,960) (18,054) (18,649) (15,925)
Plan assets 21,980 21,731 17,527 18,080 16,272
Surplus/(Deficit) 1,084 770 (528) (569) 347
Unfunded Scheme

Defined Benefit Obligation (27,616) (29.174) (24,394) (24,299) (24,520)
Experience adjustments on plan liabilities 307 (3,791) 1,064 (2,855) 1,873

Experience adjustments on plan assets - - - - -

Experience adjustments on plan assets

Analysis of Movements in Obligations and Assets

2017-18
Brought Matched Exchange  Service cost, Interest, Changesin  Participants  Benefits Actuarial Carried
forward by annuity Curtailment  Finance assumptions, contribu- paid gains / forward
contracts / settlement income Employer tions (losses)
costs contr.ibu-
tions

£000 £000 £000 £000  £000 £000 £000  £000 £000 £000

Present Value of Funded Obligations
Canada (9,932) = 789 (132) (372) (171 41) 392 (43) (9,510)
Republic of Ireland (5,200) - (134) (133) (90) - (18) 18 (92) (5,649)
Jamaica (1,999) (6) 212 (88) (179) (377) 41) 35 332 (2,112)
Mauritius (259) - 14 (10) (16) - - - 42) (313)
South Africa (1,828) = (29) (79) (148) 8) (39) 602 (123) (1,650)
Colombia (547) - 44 (354) - - - 272 19 (566)
Belgium (1,196) = (28) = (20) - - 104 44 (1,096)
(20,960) (6) 867 (795) (825) (557) (139) 1,424 95 (20,896)

Fair Value of Plan Assets

Canada 11,607 - (916) - 430 113 41 (392) 93 10,976
Republic of Ireland 4,207 = 119 - 73 1,098 18 (18) (47) 5,449
Jamaica 2,420 6 (262) = 222 56 41 (35) 224 2,672
Mauritius 205 = (10) = 13 8 = = ©) 215
South Africa 2,124 = 33 = 180 86 39 (602) 41 1,900
Colombia 508 - (25) - 39 - - (272) (126) 125
Belgium 660 = 16 = 11 49 = (104) 12 644
21,731 6 (1,044) = 968 1,409 139 (1,424) 195 21,980

Net Asset/(Liability) of

Funded Schemes

Present Value of Unfunded Obligations

Cyprus (29,174) - (702) - (806) 863 - 1,479 723 (27,616)

(28,404)
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2016-17
Brought Matched Exchange Service cost, Interest, Changes in  Participants Benefits  Actuarial Carried
forward by annuity Curtailment ~ Finance  assumptions, contribu- paid gains / forward
contracts / settlement income Employer tions (losses)
costs contributions

£000 £000 £000 £000  £000 £000 £000 £000 £000 £000

Present Value of Funded Obligations
Canada (8,768) = (1,014) (109) (360) = (34) 353 = (9,932)
Republic of Ireland (4,503) - (368) (116) (74) 1) 17) 29 (150) (5,200)
Jamaica (1,581) - (165) (77) (148) 54 (38) 29 (73) (1,999)
Mauritius (184) = (28) (6) (13) - - - (28) (259)
South Africa (1,431) = (404) (55) (166) 37 (36) 119 108 (1,828)
Colombia (436) - (86) (43) - - - 1 17 (547)
Belgium (1,151) = (89) - (20) - - 72 (7) (1,196)
(18,054) S (2,155) (406) (781) 91 (124) 603 (134) (20,960)

Fair Value of Plan Assets

Canada 9,327 = 1,297 = 442 107 38 (398) 794 11,607
Republic of Ireland 3,587 - 295 - 57 139 17 (29) 142 4,207
Jamaica 1,835 - 197 - 176 55 38 (29) 148 2,420
Mauritius 171 = 24 = 13 = = = 3) 205
South Africa 1,636 = 466 = 164 52 36 (119) (111) 2,124
Colombia 320 - 72 - 22 97 - 1 @) 508
Belgium 652 = 50 = 1 6 S (72) 13 660
17,527 = 2,401 S 885 457 128 (646) 979 21,731

Net Asset/(Liability) of

(528)

Funded Schemes

Present Value of Unfunded Obligations

Cyprus

(24,394)

(24,922)

= (2,028)
(1,782)

(888)

(3,881)

1,436

582

(29,174)
(28,403)
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16. Retirement Benefit Schemes (cont.)

Each of the schemes typically expose the FCO to key actuarial
risks as outlined below which could result in an increase in
recommended contributions to maintain their funding positions:

Sensitivity analysis

Sensitivity analysis for the Cyprus unfunded scheme and the
two largest funded schemes are set out below. The tables
show the indicative effects on the scheme total liability as at 31
March 2018 as a result of a change in the stated assumptions.

» Investment risk - the long term real rate of return achieved
on scheme assets and the market yields on long term fixed
interest and index linked bonds reduce, creating a significant
difference between the returns achieved and that assumed in
the calculations.

» Interest rate risk — a reduction in rates such that the expected
costs of future pensions are greater than allowed for in the
actuarial assumptions.

» Remuneration risk - an unexpected increase in the general
remuneration level of scheme members above that assumed in
the calculations.

» Inflation risk - future inflation higher than assumed will lead to
higher pension payments.

» Mortality risk - an increase in life expectancy of the schemes'
participants will increase the schemes’ liabilities.

Cyprus - Unfunded

Change in assumption Approximate effect on total liability

% Euros (000)
1% reduction in discount rate 14% 4,500
1% reduction in inflation rate -12% -3,600
Pensioners living on average 2 years longer 10% 3,100

Ireland - Funded

Change in assumption

Approximate effect on pension liability

% Euros (000)
1% reduction in discount rate 27% 1,723
1% reduction in inflation rate -8% =538}
Pensioners living on average 2 years longer 5% 342

Canada - Funded

Change in assumption

Approximate effect on pension liability

% CAD (000)
1% reduction in discount rate 17% 2,977
1% reduction in inflation rate -12% 2,094
Pensioners living on average 2 years longer 8% 1,347
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The Foreign and Commonwealth Office is the parent department of Wilton Park Executive Agency, sponsors FCO Services (a trading
fund) and a number of non-departmental and other arms length public bodies as listed in Note 18. These bodies are regarded as
related parties with which the Department has had various material transactions during the year. In addition, the FCO has had regular

transactions with Partners across Government.

lain Macleod, a member of the FCO Management Board, was during the year a Trustee of the British Institute of International and
Comparative Law (a not-for-profit charity). The FCO paid the British Institute of International and Comparative Law £1,445 for courses
for legal advisers during 2017-18. The FCO also made a £5,000 contribution to the Arthur Watts Fellowship, which was established by

the British Institute of International and Comparative Law.

No minister, board member, key manager or other related parties other than as mentioned above have undertaken any material
transaction with the FCO during the year. There are no potential conflicts of interest to report.

18. Entities within and outside the Departmental accounting boundary

The entities within the boundary during 2017-18 were:

» Wilton Park Executive Agency—the Annual Report and
Accounts of Wilton Park is published separately. See www.
wiltonpark.org.uk

» The Great Britain-China Centre (Executive NDPB) and its
subsidiary The UK China Forum. See www.gbcc.org.uk

» The Marshall Aid Commemoration Commission (Executive
NDPB). See www.marshallscholarships.org

» The Westminster Foundation for Democracy Limited (Executive
NDPB). See www.wfd.org

More information on these entities can be found in the
Accountability Report.

Income and expenditure for the FCO incorporated financing of the
following Non Departmental Public Bodies (NDPBs), in full or in
part, in the current financial year:

» UK India Round Table (Advisory NDPB).

19. Events after the reporting date

Associated entities outside the Departmental accounting
boundary

»

FCO programmes include payments to British Council
(Executive NDPB, charity established by Royal Charter, Public
Corporation).

FCO Services (FCOS) is an agency of FCO as well as a trading
fund. As a Trading Fund FCOS provides a range of integrated
secure services worldwide to the FCO, other UK public bodies
and foreign governments and international organisations
closely linked to the UK.

British Intergovernment Services Authority (BISA) which was
set up to oversee delivery of the UK Government'’s obligations
under Government to Government agreements, although to
date it has not started trading.

More information on these entities can be found in the
Accountability Report.

In accordance with the requirements of IAS 10, events after the reporting period are considered up to the date on which the accounts
are authorised for issue. This is interpreted as the date of the Certificate and Report of the Comptroller and Auditor General.

A court case has been settled after year end and the provision has been adjusted to reflect the full costs to be incurred in 2018-19.

The Accounting Officer authorised these financial statements for issue on the same date as the Comptroller & Auditor General’s Audit

Certificate. The accounts do not reflect events after this date.
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Annex A: Corporate Sponsorship (unaudited)

Total Forecast

Description of project  Project Costs (f) Name of Sponsor(s) Cash (L0 In-Kind (Ll©)  Cash (£) In-Kind (£)
Abu Dhabi
Queen's Birthday Party 40,426 Al Habtoor Motors LLC 208,296 40,426
Amman
Queen's Birthday Party 87,893 Jaguar Land Rover 14,580 14,649
Standard Chartered Bank 14,580 14,649
Iris Guard Co 14,580 14,649
Hertz 14,580 14,649
Dnata 14,580 14,649
Eastern Holding 14,580 14,649
Athens
Queen's Birthday Party 18,236 Vodafone 20,800 18,236
Bahrain
Queen's Birthday Party 52,644 Euro Motors 9,281 17,548
BAE Systems 9,281 17,548
National Express 9,281 17,548
Bangalore
Queen's Birthday Party 93,182 Dynamatics 2,681,889 31,061
Infosys 2,681,889 31,061
Lodha Group 268189 371,061
Beijing
CSR Conference 105,099 Country Garden 308,826 35,033
Norwegian Consulate 308,826 35,033
Huawei 308,826 35,033
Beirut
Queen's Birthday Party 312,389 MANA Automotive 87,644 62,478
BCTC 87,644 62,478
Risk Advisory Group 87,644 62,478
DG Jones 87,644 62,478
UK Tech Hub 87,644 62,478
Buenos Aires
Sgt. Peppers Event 5,595  Andes Energia Argentina s.a 158,000 5,595
Queen'’s Birthday Party 28,682 Andes Energia and Andina 300,000 10,623
PLC Premium
Shell & HSBC 210,000 7,436
Pan American Energy 150,000 5,311
AGGREKO 150,000 5,311
Bogota
Queen's Birthday Party 7,657 AECOM 30,000,000 7,657
Chennai
Queen's Birthday Party 49,940 Bently 2,156,000 24,970

Westminister Healthcare 2,156,000 24,970
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Total Forecast

Description of project Project Costs (f) Name of Sponsor(s) Cash (L0 In-Kind (Ll©)  Cash () In-Kind (£)
Doha
Queen'’s Birthday Party 234,880 BAE Systems 300,000 58,720
SERCO 300,000 58,720
Shell 300,000 58,720
Cobham 300,000 58,720
Red Arrows 54,066 Qatar Airways 138,112 27,033
Rolls Royce 138,112 27,033
British Festival 10,461 British Council 53,447 10,461
Dubai
Queen's Birthday Party 72,198 Al Futtaim 186,000 36,099
Barclays 186,000 36,099
Gulf Tour 2017- Dubai 6,355 Links Group Ltd 32,742 6,355
Food is GREAT Event 5,303 DEFRA UK 27,326 5,303
Dublin
Summer Event 320,601 Greencore 73,135 64,120
KPMG 73,135 64,120
MERC 73,135 64,120
AIB 73,135 64,120
Matheson 73,135 64,120
Geneva
Queen's Birthday Party 18,611 Barclays 25,000 18,611
Kinshasa
Queen's Birthday Party 9,624 SOCIMEX 13,500 9,624
Lusaka
Queen's Birthday Party 7,129 Alliance Motors Zambia 10,000 7,129
Hong Kong
Queen's Birthday Party 194,630 St James' Place Wealth Mgt 514,549 48,658
HSBC 514,549 48,658
CK Hutchinson 514,549 48,658
Jardine Matheson 514,549 48,658
Kingston
Jamica Fair -Gold Package 15,924 National Baking Company 1,000,000 5,667
IN Group 1,000,000 810,000 5,667 4,590
Lima
Queen's Birthday Party 7,129 Magquinaria Nacional SA 10,000 7,129
Luxembourg
When the Fox meets the 31,945 Banque Havilland 36,437 31,945
Rooster
New Delhi
Queen's Birthday Party 33,170 Hindustan lever Limited 2,864,017 33,170
Annual Networking Event 14,971 British Council Division 1,292,637 14,971
Paris

Queen's Birthday Party 61,113 JLR France 69,705 61,113
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Total Forecast

Description of project Project Costs (f) Name of Sponsor(s) Cash (L0 Cash ()
Rome
Queen's Birthday Party 112,222 Sanpaolo Bank 64,000 56,111
Babcock International 64,000 56,111
Riyadh
Queen's Birthday Party 584,278 Frank Knight 439,085 83,468
SERCO 439,085 83,468
Berkeley Group 439,085 83,468
Shell 439,085 83,468
Alfanar 439,085 83,468
Manchester University 439,085 83,468
Mohd Yusuf Naghi 439,085 83,468
Shanghai
Queen's Birthday Party 10,141 Dulwich School Shanghai 89,400 10,141
Tel Aviv
Israel Tech Hub 189,321 DLA Piper 115,758 23,504
RBS 29,715 21,182
Yad Hanadiv 114,604 23,270
Goldman Sachs - 59,560 12,093
Partnership
RBS - Fees per statement 14,117 10,063
of work
Dept. of Digital, Culture, 488,600 99,208
Media & Sport
Queen's Birthday Party 172,304 Fibonatix 282,865 57,435
Delek Group 282,865 57,435
Rolls Royce 282,865 57,435
Charity Spring Fair 6,929 Eitan Wertheimer 34,124 6,929
Israel Youth Award 5,654 Israel Youth 27,848 5,654
Battery Mission & 5,279 GWE Business West 25,998 5,279
Innovate
BIRAX Event 4,431 BIRAX 21,822 4,431
MAN Group-Residence 3,858 MAN Group 19,000 3,858
event
Warsaw
Belvedere Forum 51,970 TESCO 33,493 6,970
Provident 144,150 30,000
BP International Ltd 72,075 15,000
Queen's Birthday Party 13,528 AVIVA Sp. z 0.0. 25,000 5,203
Astra Zeneca Pharma 40,000 8,325
Washington
Annual Washington DC 10,693 Visit Britain 15,000 10,693

Open House Event
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Project Costs (£) Name of Sponsor(s) Cash (L0) In-Kind (L©)  Cash () In-Kind (f)
UK-Chevening Scholarship Programme
6,794 Prudential 216,924,181 Wé,794
250,000 Shell 250,000 250,000
75,000 GSK 75,000 75,000
15,833 Rio Tinto 15,833 15,833
Said Foundation 143,549 143,549
International Students House 8,526 8,526
604,000 CK Hutchison 604,000 604,000
45,893 BP Angola 45,893 45,893
7,500 Belarusky Narodny Bank Belarus 7,500 7,500
10,000 Pinheiro Neto Brazil 10,000 10,000
32,000 Parque Tecnologico Itaipu (PTI) Brazil 32,000 32,000
16,440 Prudence Foundation Burma 16,440 16,440
30,000 Marga Landmark Burma 30,000 30,000
12,880 Allen & Overy Burma 12,880 12,880
30,000 Prudence Foundation (Cambodia) 30,000 30,000
280,000 Amerisur Resources plc Colombia 280,000 280,000
121,440 Ministry of Education, Superior Science & 121,440 121,440
Technology (MESCYT) Dominican Republic
28,000 BP Egypt 28,000 28,000
7,500 Mansion House Georgia 7,500 7,500
98,336 Tree of Life Foundation (Bank of Georgia) 98,336 98,336
60,000 The Ministry of Communication & Technology of 60,000 60,000
the Republic of Indonesia (MCIT)

30,000 PT Prudential Life Assurance Indonesia 30,000 30,000
26,000  The King Abdullah Il Fund for Development Jordan 26,000 26,000
37,572 Queen Rania Foundation Jordan 37,572 37,572
11,920 Prudence Foundation Scholarships Laos 11,920 11,920
28,850 Prudence Foundation Scholarships Malaysia 28,850 28,850
177,204 Yayasan Khazanah Malaysia 177,204 177,204
110,000 BAE systems (Malaysia) 110,000 110,000
140,000 CIMB Group Malaysia 140,000 140,000
75,000 CONACYT Mexico 75,000 75,000
26,125 BP Mexico 26,125 26,125
25,000 The Anglo Mexican Foundation (TAMF) 25,000 25,000
116,588 Secretariat of Public Education (SEP) Mexico 116,588 116,588
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Total Forecast

Project Costs (£) Name of Sponsor(s) Cash (L0 In-Kind (L©)  Cash (£) In-Kind (£)
UK - Chevening Scholarship Programme continued
109,215 The Ministry of Education, Culture & Science (MECS) 109,215 109,215
Mongolia
9,392 Petrofund Namibia 9,392 9,392
15,209 Ladol Intergrated Logistics Free Zone Enterprise 15,209 15,209
Nigeria
132,000 IFAHRU Panama 132,000 132,000
57,000 Amerisur Resources Paraguay 57,000 57,000
240,000 BECAL Paraguay 240,000 240,000
25,000 Megaworld Foundation Philippines 25,000 25,000
25,100 Bank of the Philippines Islands 25,100 25,100
13,000 GlaxoSmithKline Philippines Inc 13,000 13,000
15,000 Unilever Philippines 15,000 15,000
7,500 Mansion House South Africa 7,500 7,500
25,000 Cofftea Trading Sudan 25,000 25,000
50,000 Kenana Sugar Comp Sudan 50,000 50,000
32,515 King Power Thailand 32 515 32,515
206,666 ANII Uruguay 206,666 206,666
9,000 Allen & Overy (Vietnam) LLC 9,000 9,000
14,000 Prudential Vietnam Assurance Private Ltd 14,000 14,000
10,000 Icelandair Group 10,000 10,000
60,000 BAE Systems Oman LLC 60,000 60,000
18,644 Singapore Alumnus Donor 18,644 18,644
8,000 The British Chamber of Commerce Korea (BCCK) 8,000 8,000
59,072 Ministry of Strategy and Finance (MOSF) Korea 59,072 59,072
468,073  Ministry of Science, ICT and Future Planning (MSIT) 468,073 468,073
Korea
26,156 Bank of Korea 26,156 26,156
14,000 Diageo Korea 14,000 14,000
16,446 Financial Supervisory Service (FSS) Korea 16,446 16,446
14,000 Korea Britain Society 14,000 14,000
10,000 Mansion House Korea 10,000 10,000
8,500 Professor Winston Wong Taiwan 8,500 8,500
12,000 Delta Taiwan 12,000 12,000
21,000 BP Trinidad and Tobago LLC 21,000 21,000
11,000 Chevening-UCL Israel Alumni-Chaim Herzog 11,000 11,000
185,176 China Scholarships Council 185,176 185,176
100,000 Standard Chartered Bank 100,000 100,000
128,859 Rolls Royce CRISP 128,859 128,859
Aberystwyth University 8,650 8,650
Anglia Ruskin University 7,540 7,540
Architectural Association 19,942 19,942
Bangor University 47,740 47,740
Birkbeck, University of London 83,210 83,210
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Total Forecast
Project Costs (£) Name of Sponsor(s) Cash (L0) In-Kind (L©)  Cash (£) In-Kind (£)

UK - Chevening Scholarship Programme continued

Birmingham City University 9,600 9,600
Bournemouth University 16,900 16,900

Brunel University 91,450 91,450

Cardiff University 167,318 167,318

City, University of London 53,900 53,900

Coventry University 11,449 11,449

Cranfield University 39,500 39,500

Durham University 137,130 137,130

Goldsmiths, University of London 94,564 94,564
Heriot-Watt University 23,944 23,944

Imperial College London 151,980 151,980

King's College London 272,876 272,876

Kingston University 28,780 28,780

Lancaster University 49,360 49,360

Liverpool School of Tropical Medicine 14,960 14,960
London Business School 25,860 25,860

London Metropolitan University 10,450 10,450
London School of Economics and Political Science 567,157 567,157
London School of Hygiene and Tropical Medicine 129,275 129,275
Loughborough University 22,440 22,440
Loughborough University, London 33,440 33,440
Manchester Metropolitan University 11,250 11,250
Newcastle University 46,574 46,574

Northumbria University 10,500 10,500
Nottingham Trent University 13,600 13,600

Oxford Brookes University 19,080 19,080

Queen Mary, University of London 457,680 457,680
Queen's University Belfast 9,120 9,120

Robert Gordon University 7,260 7,260

Royal Holloway, University of London 18,920 18,920
SOAS, University of London 180,889 180,889
Swansea University 32,140 32,140

UCL Institute of Education 34,380 34,380
University College London 668,058 668,058
University of Aberdeen 128,020 128,020

University of Bath 21,200 21,200

University of Birmingham 391,928 391,928

University of Bradford 72,120 72,120

University of Brighton 20,386 20,386

University of Bristol 65,140 65,140

University of Buckingham 5,941 5,941

University of Cambridge 240,508 240,508

University of Dundee 38,300 38,300

University of East Anglia 119,363 119,363
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Total Forecast

Project Costs (£) Name of Sponsor(s) In-Kind (LO) In-Kind (£)
UK - Chevening Scholarship Programme continued

University of East London 9,984 9,984
University of Edinburgh 261,540 261,540
University of Essex 59,010 59,010
University of Exeter 118,560 118,560
University of Glasgow 310,550 310,550
University of Greenwich 21,160 21,160
University of Hull 5,620 5,620
University of Kent 30,363 30,363
University of Leeds 328,500 328,500
University of Leicester 18,125 18,125
University of Liverpool 28,640 28,640
University of Manchester 144,800 144,800
University of Nottingham 150,874 150,874
University of Oxford 325,101 325,101
University of Portsmouth 5,540 5,540
University of Reading 112,554 112,554
University of Salford 34,540 34,540
University of Sheffield 64,326 64,326
University of South Wales 45,420 45,420
University of Southampton 96,352 96,352
University of St Andrews 15,640 15,640
University of Stirling 21,150 21,150
University of Strathclyde 38,100 38,100
University of Surrey 37,820 37,820
University of Sussex 291,090 291,090
University of Warwick 192,497 192,497
University of Westminster 79,600 79,600
University of York 93,480 93,480
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Total Forecast

Project Costs (£) Name of Sponsor(s) Cash (L0 In-Kind (L©)  Cash (£) In-Kind (£)
UK - Marshall Aid Commemoration Commission (Scholarship)
17,822 British Schools and Universities Fund USA 25,000 17,822
17,822 Association of Marshall Scholars 25,000 17,822
University of Cambridge 148,312 148,312
Durham University 16,500 16,500
Imperial Collage London 59,000 59,000
King's College London 38,070 38,070
London School of Economics and Political 45,942 45,942
Science
Oxford University 133,201 133,201
Queen Mary, University of London 16,400 16,400
Queen's University Belfast 15,200 15,200
School of Oriental and African Studies 18,075 18,075
(SOAS)
University College London 40,990 40,990
University of Birmingham 15,660 15,660
University of Bristol 18,100 18,100
University of East Anglia 16,700 16,700
University of Edinburgh 54,800 54,800
University of Glasgow 40,500 40,500
University of Leeds 17,000 17,000
University of Reading 23,500 23,500
University of Surrey 16,500 16,500
University of Sussex 18,295 18,295
' ______________|]

Total forecast project costs Subtotal Subtotal
for all countries (£) Cash (f) In-Kind (£)
7,798,500 7,793,910 8,582,117

Total Sponsorship (£)
16,376,027
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AnneXx B: Core Tables (unaudited)

The common core tables below reflect total departmental budgets including the core Foreign and Commonwealth Office (FCO), bodies
sponsored by the FCO and expenditure on conflict prevention and peacekeeping. Conflict funds are controlled on a multidepartmental basis
and are not included in budgets shown in the department’s business plan. The tables also reflect the movement of the BBC World Service to

Licence Fee funding from 2014-15. See footnotes for further details.

Total Departmental Spending

2013-14  2014-15  2015-16  2016-17  2017-18  2018-19  2019-20
Qutturn  Outturn  Outturn  Outturn  Outturn  Plans Plans
ftM ftM ftM M M fM ftM
Resource DEL
Section A: Admlmstrat\on1 and 1112 1,031 853 904 939 870 808
programme expenditure
Sectio.n B Programr}ﬁe and international 156 149 301 331 377 383 357
organisation grants
Section C: British Council 157 150 157 162 171 164 167
Section D: Net Funding for NDPBs 6 6 6 4 6 7 6
Prosperity Fund Programme expenditure ~ -~ -~ 57 ~
. . ’ ; 2
Section E: Conflict Prevention Programme expenditure 145 144 781 339 404 497 )
Section F: Peacekeeping? 329 382 356 318 311 373 =
Departmental Unallocated Provision - - - - -
BBC World Service 3 248 = - - -

Total Resource DEL

Of which:

-Pay 3 578 475 403 439 448 = =
-Net Current Procurement > 607 413 265 346 351 = -
;‘“V;rt"“efe%r;’f;fgigruob;‘jdies fothe 630 675 938 988 1,092 1,262 357
-Depreciation * 181 149 191 123 146 111 11
-Other ° 157 150 157 162 171 178 181
Resource AME

Section G: AME Programme 29 (103) 4 (88) 102 65 65
e o B 3 B w0 ®
BBC World Service * (5) = = = =

Total Resource AME ©

Of which:

-Current grants and subsidies to the

private sector and abroad ~l 33 e 35 Y = &
-Take up of provisions 1 = 15 2 11 15 15
-Release of provisions (34) (10) ®) 7) (6) 15 15
-Depreciation * ) 1 12 (36) 8 50 50
-Other 58 (104) (15) 47) 105 (15) (15)

Total Resource Budget
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2013-14  2014-15  2015-16  2016-17  2017-18  2018-19  2019-20

Outturn  Qutturn ~ Outturn  Outturn  Outturn  Plans Plans

£tM £tM £tM £tM tM £tM £tM
Of which:
-Depreciation * 180 160 203 87 139 161 161
Capital DEL
Section A: Administration and programme expenditure 80 18 13 47 (271) 90 86
Zfs;[]itc;n B: Programme and international organisation 18 25 14 10 10 12 12
Section C: British Council - Capital Grant 5 5 5 - - - -
Section E: Conflict Prevention Programme expenditure - - - 3 9 = -
Section F: Peacekeeping - 10 - - - - -
BBC World Service? 17 - - - - - -
Total Capital DEL 120 158 131 60 (252) 102 98
Of which:
-Purchase of assets 3 137 123 249 104 142 104 96
-Income from sales of assets (40) (5) (136) (57) (413) (14) (10)
-Capital grants to the private sector and abroad 18 35 14 13 19 12 12
-Capital support for public corporations 5 5 5 - - - -
Total Capital Budget 120 158 131 ) (252) 102 98

Total Departmental Spending 7 2,159 1,790 1,921 1,977 1,959 2,392 1,375
Of which:

-Total DEL 2,092 1,871 1,894 1,994 1,809 2,342 1,325
-Total AME 67 (81) 27 (17) 150 50 50

1 All years reflect the Machinery of Government transfer of £2.797m Resource
DEL to the Department for Exiting the European Union.

2 Plans from 2019-20 exclude conflict and prosperity funding which is provid-
ed annually. Plans also reflect savings arising from pay restraint and the BBC
World Service move to Licence Fee funding from 2014-15. Prior to 2018-19
Prosperity Fund expenditure was included in Sections A and B.

3 The BBC World Service expenditure is included in 2013-14. The published
accounts for 2014-15 have applied merger accounting rules to remove BBC
World Service from the published numbers.

4 Includes impairments.

s Includes grants to public corporations.

s Includes gain on forward contracts for foreign exchange of £93m in 2014-
15.

7 Total departmental spending is the sum of the resource budget and the cap-
ital budget less depreciation. Similarly, total DEL is the sum of the resource
budget DEL and capital budget DEL less depreciation in DEL, and total AME
is the sum of resource budget AME and capital budget AME less deprecia-

tion in AME.
Administration Budget
2013-14  2014-15  2015-16  2016-17  2017-18  2018-19  2019-20
Outturn Outturn Outturn Outturn Outturn Plans Plans
M £M fM fM fM £M M
Section A: Administration and 167 178 m 116 176 184 183

programme expenditure

Departmental Unallocated Provision

Total Administration Budget

Of which:

-Payhbill 194 172 147 166 163 = -
-Expenditure 15 103 69 146 219 284 283
-Income 42) (97) (104) (196) (206) (100) (100)

1 £114m for the costs of security staff overseas and UK located staff with representative roles was reclassified to front line programme expenditure at Spending
Review 2010. Around £400m of costs associated with front-line staff was reclassified to programme in CSRO7. Plans also reflect savings arising from pay

restraint.
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