
Return to an Order of the Honourable, the House of Commons, dated 13 July 2011, for

Account of the Contingencies Fund, 2010-2011, showing (1) a Statement of Financial Position, (2) a
Statement of Cash Flows and (3) Notes to the Account; together with the Certificate and Report of the
Comptroller and Auditor General thereon. (In continuation of House of Commons paper No 373
of 2009-2010)

Contingencies Fund Account 2010-2011

LONDON: The Stationery Office
HC 1291 £6.00

009635-Cover.indd 2009635-Cover.indd 2 11/07/2011 16:30:3811/07/2011 16:30:38



Return to an Order of the Honourable, the House of Commons, dated 13 July 2011, for

Account of the Contingencies Fund, 2010-2011, showing (1) a Statement of Financial Position, (2) a
Statement of Cash Flows and (3) Notes to the Account; together with the Certificate and Report of the
Comptroller and Auditor General thereon. (In continuation of House of Commons paper No 373
of 2009-2010)

Contingencies Fund Account 2010-2011

Treasury Chambers

13 July 2011 } Mark Hoban

ORDERED BY THE HOUSE OF COMMONS TO BE PRINTED 13 JULY 2011

LONDON: The Stationery Office 13 July 2011
HC 1291 £6.00

009635-Cover.indd 3009635-Cover.indd 3 11/07/2011 16:30:3811/07/2011 16:30:38



The National Audit Office scrutinises public spending on behalf of Parliament.

The Comptroller and Auditor General, Amyas Morse,
is an Officer of the House of Commons.

He is the head of the NAO, which employs some 880 staff.
He and the NAO are totally independent of government.

He certifies the accounts of all government departments
and a wide range of other public sector bodies;

and he has statutory authority to report to Parliament
on the economy, efficiency and effectiveness with which departments

and other bodies have used their resources.

Our work led to savings and other efficiency gains worth more than £1 billion in 2010-11.

This account can be found on The Stationery Office’s
website at www.tsoshop.co.uk

© Crown copyright 2011

You may re-use this information (excluding logos)
free of charge in any format or medium,

under the terms of the Open Government Licence.
To view this licence, visit

http://www.nationalarchives.gov.uk/doc/open-government-licence/
or email psi@nationalarchives.gsi.gov.uk.

Where we have identified any third party copyright information you will need to obtain permission
from the copyright holders concerned.

This publication is available for download at www.official-documents.gov.uk.

ISBN: 97880102970234

Printed in the UK for The Stationery Office Limited
on behalf of the Controller of Her Majesty’s Stationery Office

07/11

009635-Cover.indd 6009635-Cover.indd 6 11/07/2011 10:45:2811/07/2011 10:45:28



Contingencies Fund Account 2010-2011

1

Contents

Foreword 2

Statement of Accounting Officer’s responsibilities 4

Statement on Internal Control 5

The Certificate and Report of the Comptroller and Auditor General 9

Statement of Financial Position 11

Statement of Cash Flows 12

Notes to the Account 13

Appendix – Account Direction 17

009635.Contingencies Fund.first proof.indd 1009635.Contingencies Fund.first proof.indd 1 11/07/2011 15:53:5011/07/2011 15:53:50



Contingencies Fund Account 2010-2011

2

Foreword

Scope of the Accounts

The Contingencies Fund is used to finance payments for urgent services in anticipation of Parliamentary provision
for those services becoming available, and to provide funds required temporarily by government departments for
necessary working balances, or to meet other temporary cash deficiencies.

HM Treasury (the Treasury) controls access to the Contingencies Fund to ensure that issues are appropriate and
consistent with the requirements set out in “Managing Public Money”and“Supply Estimates: a guidance manual”.
All advances from theContingencies Fundmust be repaid. In the case of advances in support of voted expenditure,
Parliamentary authority is needed to enable sums advanced to departments to be repaid to the Contingencies
Fund. Wherever possible and required, Parliament is made aware of the intention to use the Contingencies Fund
and incur associated resources through awrittenMinisterial Statementmade in advance of any issues beingmade.
Duringperiodsof recess,whenanadvancehas tobemade that requires aWrittenMinisterial Statement, Parliament
is informed of the advance as soon as possible after the House returns.

Where practical, sums due to the Contingencies Fund are recovered within the same financial year. Generally,
repayments of advances for voted services are provided for either in Supplementary Estimates of the same year,
or, if this is not possible, in the Estimates of the following year. No interest is payable by departments on advances
made from the Contingencies Fund.

Advances in 2010-11

In 2010-11 the Contingencies Fund advanced £36.6million to government departments (2009-10: £310.5million).
The allocation of advances is detailed in Note 5 to the account. Advances paid from the Contingencies Fund have
decreased by £273.9 million from 2009-10. £226.2 million of the decrease is due to 2009-10 advances that were
pending passage of the Consolidated Fund (Appropriation) Act. These were to the Cabinet Office, the Foreign and
CommonwealthOffice and theNorthern Ireland Court Service (during 2010-11, theNorthern Ireland Court Service
became the Northern Ireland Courts and Tribunal Service, which is an agency of the Department of Justice for
Northern Ireland). All of these advances were to assist the cash flow of the departments in connection with their
normal activities. None of these departments received an advance from the Contingencies Fund in 2010-11.

The Capital of the Contingencies Fund

The permanent capital of the Contingencies Fund was increased to £1,500,000 by section 52 of the Finance Act
1921. Section 3 of the Miscellaneous Financial Provisions Act 1946, as amended by the Contingencies Fund Act
1974, provides that the capital of the Contingencies Fund, including the permanent capital, may be increased as
necessary up to an amount equal to 2 per cent of the authorised supply expenditure for the year ending on the
previous 31March. Authorised supply expenditure is defined as the total of the sumswhich Acts passed before the
end of the year have authorised the Treasury to issue out of the Consolidated Fund for supply services for
that year.

The total cash supply expenditure authorised for 2009-10 was £518,147,119,000 and accordingly the maximum
capital available to the Contingencies Fund at any one time in 2010-11 was £10,362,942,380.

The claims on the Contingencies Fund are monitored daily and kept regularly under review by the Exchequer
Funds and Accounts Team in the Treasury to ensure that issues are within the statutory limit for the capital of the
Contingencies Fund. No interest is payable on capital issued to the Contingencies Fund from the
Consolidated Fund.
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Accounts and Audit

Under the Treasury Minute of 13 May 1862 the Treasury is required to prepare accounts for each financial year in
such form as it may direct. In accordance with the Direction issued on 17 March 2010, the Contingencies Fund’s
accounts for 2010-11 have been prepared in accordance with the requirements of the relevant version of the
Government Financial ReportingManual (FReM), with the exception of the Statement of Cash Flows, which shows
only receipts and payments. As the Contingencies Fund does not receive any income, nor does it incur any
expenditure, no Operating Cost Statement is presented as part of the accounts.

Under the Treasury Minute of 13 May 1862 the accounts are audited by the Comptroller and Auditor
General (C&AG).

As the AccountingOfficer, I have taken all the steps that I ought to have taken tomakemyself aware of any relevant
audit information and to establish that the Contingencies Fund’s auditors are aware of that information. So far as I
am aware, there is no relevant audit information of which the Contingencies Fund’s auditors are unaware.

Andrew Hudson 2 June 2011
Accounting Officer
HMTreasury
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Statement of Accounting Officer’s responsibilities
Under the Treasury Minute of 13 May 1862 the Treasury is required to prepare accounts for each financial year in
the form prescribed by the department. In accordance with the Direction issued on 17 March 2010, the accounts
of the Contingencies Fund are to be prepared in accordance with the requirements of the relevant version of the
Government Financial Reporting Manual (FReM), except for the Statement of Cash Flows, which shall show only
receipts and payments, and must give a true and fair view of the state of affairs of the Contingencies Fund and of
its cash flows for the financial year.

The AccountingOfficer of the Contingencies Fund has overall responsibility for the operation of the Contingencies
Fund, for preparing the annual accounts and for transmitting them to the Comptroller and Auditor General for
audit. Andrew Hudson, Director General, Public Services was the Accounting Officer of the Contingencies Fund
throughout the year.

In preparing the accounts the Accounting Officer is required to observe the relevant accounting and disclosure
requirements and apply suitable accounting policies on a consistent basis.

The responsibilities of an Accounting Officer, including responsibility for the propriety and regularity of the public
finances for which he is answerable, and for the keeping of proper records, are set out in the Accounting Officers’
Memorandum issued by the Treasury and published in Managing Public Money.
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Statement on Internal Control

Scope of responsibility

As Accounting Officer for the Contingencies Fund, I have responsibility for maintaining a sound system of internal
control to support the achievement of the Contingencies Fund’s policies, aims and objectives, whilst safeguarding
the public funds and assets for which I am personally responsible, in accordance with the responsibilities assigned
to me in ‘Managing Public Money’.

I am also obliged to conduct a review of the effectiveness of the system of internal control. This review covers all
controls, including financial, operational and compliance controls and risk management. The Contingencies Fund
is managed generally within the framework of the Treasury’s system of internal control. This framework includes
resourcing the administration of the Contingencies Fund, security and the management of risks across the
Treasury’s business. In addition, there are further controls that are specific to themanagementof theContingencies
Fund, as detailed below.

The Estimates Clerk, with authority delegated byme, or staffwith authority delegated by the Estimates Clerk in the
Treasury’s Government Estimates, Accounts and Reporting (GEAR) Team authorise most advances from the
Contingencies Fund. I approve advances considered to be novel or contentious. The Treasury’s Exchequer Funds
and Accounts (EFA) Team administers the account.

Once an advance has beenmade it is the responsibility of the receiving department to ensure that the cash is used
only for the purpose(s) for which it was advanced and to make repayment at the earliest opportunity (though the
Treasury will follow up outstanding repayments as necessary).

The purpose of the system of internal control

The system of internal control is designed tomanage risk to an acceptable level, balancing the impact of potential
risks with the resources required to manage them, rather than eliminate all risk. It can therefore only provide
reasonable and not absolute assurance of effectiveness. The system of internal control is based on an ongoing
process designed to identify and prioritise the risks to the achievement of the Contingencies Fund’s policies, aims
and objectives; to evaluate the likelihood of those risks being realised and the impact should they be realised; and
to manage them efficiently, effectively and economically.

The system of internal control has been in place throughout the year ended 31 March 2011 and up to the date of
approval of these financial statements, and accords with Treasury guidance.

Capacity to handle risk

There are sufficient experienced staff in both the GEAR and the EFA teams with an appropriate range and breadth
of knowledge to manage the Contingencies Fund, covering for absences as necessary. Key operational staff with
responsibilities relating to the Contingencies Fund are trained and equipped to manage risk in a way appropriate
to their authority and duties. Training on risk awareness and management is provided as required, either by
management or by attending appropriate courses. Individuals’objectives reflect theneed tomanage risks.Training
is also provided to build the team’s capability and to increase its resilience. EFAmembers are encouraged to obtain
professional qualifications in areas that are relevant to their roles.

Business continuity resilience is regularly tested locally and with business partners, and lessons learned feed into
improved business continuity processes.

Detailed guidance on the purpose of and procedures relating to the Contingencies Fund, including advice on
processes when dealingwith the Contingencies Fund, is set out in‘Managing Public Money’and‘Supply Estimates:
a guidance manual’.
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The risk and control framework

Riskmanagement is key to all Contingencies Fund processes, including business continuity resilience planning for
public funds. The risk management strategy includes periodic horizon scanning to identify any changes in risk
exposure, to evaluate the change and to identify appropriatemitigating actions. Significant risk issues are recorded
in a risk register for the Central Funds (Consolidated Fund, National Loans Fund and Contingencies Fund) and are
assessed by likelihood and impact. A risk owner, who is responsible for managing the risk, is assigned to each risk.
The risk register is regularly reviewed by EFA management.

During the year, there were two significant changes to the control environment:

■ Modernisation of the Treasury’s IT infrastructure and services: During 2009-10 Fujitsu took over the
provision of IT services to the Treasury under the ‘Fast Forward’programme. This was rolled out during 2010-
11. EFA was migrated to Fujitsu laptops in October/November 2010. Testing was carried out to ensure that
all applications worked correctly on the laptops. Migration of the Contingencies Fund’s core accounting
system to the Fujitsu data centre servers took place in February 2011 after successful User AcceptanceTesting
and parallel running. The responsibility for maintaining the accounting system remains with EFA’s Business
Continuity and Systems Support.

■ Migration of Government Banking Service (GBS) bank accounts to Citigroup and Royal Bank of
Scotland: The Government Banking Service has changed its main provider of banking transaction services
from the Bank of England to Citigroup and the Royal Bank of Scotland Group. This project was completed
during 2010-11. The Contingencies Fund bank account was migrated under this project. In addition, all of
the entities paying into and receiving funds from the Contingencies Fund have also migrated. The project
was managed carefully to ensure that new bank accounts were set up correctly, that the accounting system
was updated correctly with new account details for counterparties, and that the new payments and receipts
process would function correctly. New controls are now in place and job instructions have been revised.

The key risks in managing the Contingencies Fund and their associated controls are:

■ Breachof theContingencies Fund capital limit (imposedby statute and set at 2 per cent of theprevious
year’s approved cash supply): Before a payment is made from the Contingencies Fund, EFA review the
outstanding advances and ensure that the capital limit will not be breached.

■ Irregularity of transactions, including fraudulent or erroneous payments: Clear separation of duties is
enforced by different teams within the Treasury carrying out the authorisation, approval and payment of
Contingencies Fund advances. A robust payment authorisation process is in place, with appropriate user
permissions. Prior to the authorisation of payments, the destination and purpose of the advance, and any
changes thereto, are double-checked. Up-to-date policy and procedures manuals, including job instructions,
are maintained to ensure that key operational staff with responsibilities relating to the Contingencies
Fund carry out their responsibilities in a controlled manner. In addition, there is an established process for
consideration of requests for use of the Contingencies Fund, whereby departments seeking advances from
the Contingencies Fund are required to comply with procedures set out in ‘Managing Public Money’ and
‘Supply Estimates: a guidance manual’.

■ Incorrect accounting: All entries into the accounting system are entered and then approved by a separate
team member. Bank reconciliations are carried out to ensure that all advances and repayments have been
recorded in the accounting system. Also, a monthly report on the activity of the Contingencies Fund is
produced. This is reviewed by the Treasury Accountant, and is provided to me.

■ Failure of IT systems: The Fujitsu data centre offers the highest level of resilience available as prescribed by
Telecommunications Industry Standard TIA-942 with availability set to 99.995%. A disaster recovery site is
also provided under the terms of Flex.

■ Failure to provide an effective service in adverse circumstances, including disasters: To ensure
operational resilience in key areas in the event of a business continuity problem, staffwithin EFA andGEAR are
trained to provide cover for times when other staff members are absent. Business continuity arrangements
are regularly reviewed and tested within the framework of the Treasury’s corporate Business Continuity Plan.
The Contingencies Fund’s operations were not affected by the severe winter weather.
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■ Failure of principal counterparties to provide agreed services:Well-developed Service Level Agreements
for the provision of services from principal counterparties are in place. They cover details of the monitoring
and control arrangements that both parties are expected to observe. A monthly meeting is held with GBS
management where service levels are discussed.

Data and information risk are managed in accordance with HMT’s policies, which involve a range of controls to
prevent unauthorised disclosures. These include encryption, and physical and IT security. HMT adheres to Cabinet
Office guidelines. EFA’s own Data Handling Policy identifies risks specific to EFA. This policy is reviewed on a six-
monthly basis or as required.

The Treasury Audit Committee is tasked with supporting the Permanent Secretary and the Treasury Additional
Accounting Officers in their responsibilities for managing risk, internal control and governance related to the

■ Treasury Group’s Departmental Annual Report and Accounts;

■ Consolidated Fund;

■ Contingencies Fund;

■ National Loans Fund; and,

■ Exchange Equalisation Account.

The Permanent Secretary appoints members of the Committee for periods of up to three years, extendable by no
more than one additional three-year period. The Chair of the Committee, Michael O’Higgins, reports directly to the
Permanent Secretary.

The membership of the Treasury Audit Committee is

■ Michael O’Higgins, Committee Chair, independent member of the Treasury Board and Chair of the Pensions
Regulator and the Audit Commission;

■ Mike Ashley, Head of Risk and Compliance for KPMG Europe LLP and member of their Board;

■ Zenna Atkins, Chief Executive Officer of Wey Education plc, Managing Director of Zail Enterprises Ltd, Board
Member of the Royal Navy, Portsmouth University andWhole Fleet Management Programme Board (Ministry
of Defence Board), Trustee of Portsmouth Sports and Education Foundation and Portsmouth Cultural Trust;

■ Janet Baker; Commissioner of the Audit Commission, Non-executive Director and Member of the Board of
the Defence Support Group, Non-executive Director andMember of the Board of the Rural Payments Agency,
and formerly a Senior Partner at PA Consulting;

■ Bradley Fried, Managing Partner, Grovepoint Capital LLP, Non-executive Director of the Group Board of
Investec Bank plc and formerly Chief Executive Officer of Investec plc, Board Member and Audit Committee
Chair of Rensburg Sheppards Investment (subsidiary of Investec plc); and

■ Avinash Persaud, Emeritus Professor of Gresham College, Chairman, Intelligence Capital Limited, Chairman of
theWarwick Commission on Financial Reform and Member of the UN Commission on International Financial
Reform.

The Treasury Audit Committee has a robust Conflicts of Interest Policy, which requires members to excuse
themselves from discussions where potential conflicts may occur.

Members are required to inform the Permanent Secretary about any potential conflicts and highlight these at the
start of each meeting as appropriate.

In addition to the independent members, the appropriate Accounting Officers, HM Treasury’s Group Director of
Finance, Director of Corporate Services, the Chief Executives of the Debt Management Office and Asset Protection
Agency and theTreasury Accountant also attend Committeemeetings as required. Before eachmeetingmembers
have the opportunity for a pre-committee discussion with the National Audit Office, Group Head of Internal Audit
and Head of Internal Audit for the Exchequer Funds.
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The Treasury Audit Committee met five times in 2010-11.

Review of effectiveness

As Accounting Officer, I have responsibility for reviewing the effectiveness of the system of internal control. My
review of the effectiveness of the system of internal control is informed by the work of Exchequer Funds Internal
Audit, who provided positive assurance as to the management and control of the Contingencies Fund in 2010-11,
and the executive managers within EFA who have responsibility for the development and maintenance of the
internal control framework, as well as comments made by external auditors in their management letter and other
reports. I have been supported by the Treasury Audit Committee, and risk owners in addressing weaknesses and
ensuring continuous improvement of the system is in place.

The Treasury Audit Committee considered the 2010-11 accounts in draft and provided me with its views before I
formally signed the accounts. Inmy opinion the system of internal control was effective with no significant control
issues identified in 2010-11.

Andrew Hudson 2 June 2011
Accounting Officer
HMTreasury
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The Certificate and Report of the Comptroller and
Auditor General to the Houses of Parliament
I certify that I have audited the financial statements of the Contingencies Fund for the year ended 31 March 2011
under the Treasury Minute dated 13May 1862. These comprise the Statement of Financial Position, the Statement
of Cashflows and the related notes. These financial statements have been prepared under the accounting policies
set out within them.

Respective responsibilities of Accounting Officer and auditor

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. My responsibility is to audit, certify and report on the financial statements in accordance with the Treasury
Minute dated 13May 1862. I conductedmy audit in accordance with International Standards on Auditing (UK and
Ireland). Those standards require me and my staff to comply with the Auditing Practices Board’s Ethical Standards
for Auditors.

Scope of the audit of the financial statements

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. This includes an assessment of: whether the accounting policies are appropriate to the Fund’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the Fund; and the overall presentation of the financial statements. In addition I
read all the financial and non-financial information in the foreword to identify material inconsistencies with the
audited financial statements. If I become aware of any apparent material misstatements or inconsistencies I
consider the implications for my certificate.

In addition, I am required to obtain evidence sufficient to give reasonable assurance that the financial transactions
of the Fund conform to the authorities which govern them.

Opinion on Regularity

In my opinion, in all material respects the financial transactions of the Contingencies Fund conform to the
authorities which govern them.

Opinion on Financial Statements

In my opinion:

■ the financial statements give a true and fair view of the state of the Fund’s affairs as at 31 March 2011 and of
the cash flows for the year then ended; and

■ the financial statements have been properly prepared in accordance with the Treasury Minute dated 13 May
1862 and Treasury directions issued thereunder.

Opinion on other matters

In my opinion:

■ the information given in the foreword for the financial year for which the financial statements are prepared is
consistent with the financial statements.
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Matters on which I report by exception

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

■ adequate accounting records have not been kept; or

■ the financial statements are not in agreement with the accounting records or returns; or

■ I have not received all of the information and explanations I require for my audit; or

■ the Statement on Internal Control does not reflect compliance with HMTreasury’s guidance.

Report

I have no observations to make on these financial statements.

Amyas C EMorse National Audit Office
Comptroller and Auditor General 157-197 Buckingham Palace Road

Victoria,
9 June 2011 London, SW1W 9SP
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Statement of Financial Position as at 31 March 2011

Note

31March
2011
£m

31 March
2010
£m

Assets

Current Assets

Advances outstanding 4 0.0 0.1

Cash and cash equivalents 3 1.5 1.5

Total assets 1.5 1.6

Liabilities

Sums repayable to the Consolidated Fund

Current liabilities 4 0.0 0.1

Non-current liabilities 4 1.5 1.5

Total liabilities 1.5 1.6

TheContingencies Funddoesnot receive any income, nor does it incur any expenditure. Accordingly, no Statement
of Comprehensive Net Expenditure is presented. There were no other gains or losses in the year (2009-10: none).

The notes on pages 13-16 form part of this account.

Andrew Hudson 2 June 2011
Accounting Officer
HMTreasury
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Statement of Cash Flows

Note £m
2010-11

£m
2009-10

£m

Receipts

Issues from the Consolidated Fund 1,000.0 1,000.0

Advances recovered from

Sundry Estimates voted by Parliament 5.1 36.7 263.0

Revenue Departments 5.2 0.0 47.4

36.7 310.4

Total Receipts 1,036.7 1,310.4

Payments

Repayments to the Consolidated Fund (1,000.1) (999.9)

Advances recoverable from

Sundry Estimates voted by Parliament 5.1 (36.6) (263.1)

Revenue Departments 5.2 0.0 (47.4)

(36.6) (310.5)

Total Payments (1,036.7) (1,310.4)

Surplus of receipts over payments for the financial year 0.0 0.0

The notes on pages 13-16 form part of this account
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Notes to the Account

1 Accounting Policies

1.1 Basis of preparation

The financial statements of the Contingencies Fund have been prepared in accordance with a Direction given by
HM Treasury, and the requirements of the 2010-11 Government Financial Reporting Manual (FReM), with the
exception of the Statement of Cash Flows, which shows receipts and payments only. The current version of the
FReM is based on International Financial Reporting Standards (IFRS).

The accounts have been prepared under the historical cost convention.

There are no areas of the financial statements that are reliant on management’s judgement in the process of
applying the Contingencies Fund’s accounting policies. There are no sources of estimation uncertainty at the
balance sheet date.

The financial statements of the accounts are rounded to the nearest £0.1 million.

1.2 IFRS in issue but not yet effective

There are no IFRS in issue but not yet effective which are expected to have an impact on the financial statements
of the Contingencies Fund.

1.3 Functional and presentation currency

The financial statements of the Contingencies Fund are presented in sterling, which is the Contingencies Fund’s
functional currency.

1.4 Financial Assets and Liabilities

All assets and liabilities are financial assets and liabilities.

2 Income and expenditure

As interest is not receivable on its advances nor payable on its liabilities, the Contingencies Fund does not receive
any income, nor does it incur any expenditure. Consequently, no Statement of Comprehensive Net Expenditure
is presented.

3 Cash and cash equivalents

Cash and cash equivalents comprise a cash balance held by the Government Banking Service. A balance of
£1,500,000 was held at both the start and end of the financial year 2010-11. This is equal to the permanent capital
of the Contingencies Fund, as specified by section 52 of the Finance Act 1921.

4 Advances outstanding and sums repayable to the Consolidated Fund

Therewerenoadvancesoutstandingat theendof thefinancial year 2010-11 (2009-10: £110,000 to theGovernment
Actuary’s Department).

The Contingencies Fund’s permanent capital of £1,500,000 has been treated as a long-term liability to the
Consolidated Fund.
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5 Advances and repayments

Contingencies Fund advances and repayments that contributed to cash flow in 2010-11 were as follows:

Code 2010-11 2010-11 2009-10 2009-10

(see Note 6) Advances Repayments Advances Repayments

£m £m £m £m

5.1 Advances to Departmental Supply Estimates

Ministry of Justice (b) 0.0 0.0 1.1 1.1

Department for Business, (c) 0.0 0.0 0.1 0.1

Innovation and Skills

Department for Education(1) (c) 0.0 0.0 0.2 0.2

Department for Environment, Food (c) 0.0 0.0 0.1 0.1

and Rural Affairs

Cabinet Office (d) 0.0 0.0 99.2 99.2

Foreign and Commonwealth Office (d) 0.0 0.0 90.0 90.0

Northern Ireland Courts Service(2) (d) 0.0 0.0 37.0 37.0

Government Actuary’s Department(3) (e) 2.4 2.5 1.2 1.1

National School of Government (e) 3.0 3.0 3.0 3.0

Office of Gas and Electricity Markets (e) 15.0 15.0 15.0 15.0

Office of Rail Regulation (e) 10.0 10.0 10.0 10.0

Postal Services Commission (e) 3.2 3.2 3.2 3.2

Water Services Regulation Authority (e) 3.0 3.0 3.0 3.0

36.6 36.7 263.1 263.0

5.2 Advances in anticipation of revenue, as distinct from income, receipts

HM Revenue and Customs (f ) 0.0 0.0 47.4 47.4

Total 36.6 36.7 310.5 310.4

1. The Department for Education and Skills was renamed the Department for Education in 2010-11.

2. The Northern Ireland Court Service became the Northern Ireland Courts and Tribunals Service (NICTS) in 2010-11. NICTS is an agency of the
Department of Justice for Northern Ireland.

3. The Government Actuary’s Department was advanced £1.2million in 2009-10, but had only repaid £1.1 million by 31st March 2010. The
balance of £0.1m was repaid in April 2011.
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6 Analysis of reasons for issues of advances

The code letters shown against the advances indicate the purposes for which they were required and follow the
definitions in section 5.13 of Supply Estimates: a guidance manual.

Total advances in 2010-11 attributable to each category were:

2010-11 2009-10

£m £m

a during the Vote on Account period, to meet urgent cash requirements (other
than supporting resources for new services) in excess of the net cash
requirement granted in the Vote on Account

0.0 0.0

b to meet the cash requirement supporting resources for an urgent service which
Parliament has already approved through specific enabling legislation but for
which existing provision is not available

0.0 1.1

c to meet the cash requirement supporting resources for a new service which is
urgent and cannot await Parliamentary approval of both the specific enabling
legislation and the necessary Estimate

0.0 0.3

d to meet a further urgent cash requirement for existing services when provision
for the total net cash requirement on the Estimate is exhausted

0.0 226.3

e in the case of an Estimate where expenditure is largely financed from income,
advances may be made in anticipation of the receipt of cash associated with
such income

36.6 35.4

f in anticipation of revenue, as distinct from income, receipts 0.0 47.4

Total 36.6 310.5

7 Financial Risks related to the Contingencies Fund

The cash requirements of the Contingencies Fund are met from the Consolidated Fund and so liquidity risk is
borne by the Exchequer.

All of the transactions of the Contingencies Fund occur in sterling, and no interest is paid on issues to the
Contingencies Fund from the Consolidated Fund, nor received on advances made by the Contingencies Fund. As
a result, the Contingencies Fund is not subject to foreign currency or interest rate risk.

The Contingencies Fund’s advances are solely to public sector entities, with all advances in 2010-11 beingmade in
anticipationof the receipt of cash. Credit risk is limitedon these typesof advancesbecause theentities are expected
to raise income by charging the industry that they regulate or charge for work carried out. If for any reason the
income was not forthcoming an entity would either seek a Supplementary Estimate or find savings within its
existing provision to repay the Contingencies Fund.

8 Commitments

At 31 March 2011 commitments had been made to make advances to departments totalling £31.2 million in the
subsequent financial year (31 March 2010: £35.2 million): £15.0 million to the Office of Gas and Electricity Markets,
£10.0million to the Office of Rail Regulation, £3.2million to the Postal Services Commission and £3.0million to the
Water Services Regulation Authority. These advances are in respect of category (e) advances, required at the start
of the new financial year by regulatory bodies that largely finance their operations from income.

9 Related parties

The revision to IAS 24 ‘Related Party Disclosures’ has been adopted early in line with the FReM. It has not had an
impact on the financial statements of the Contingencies Fund.
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The Treasury has a custodian role in relation to the Contingencies Fund. Therefore, as far as advances from and
repayments to the Contingencies Fund are concerned, the Treasury is regarded as a related party.

During the year there were no transactions between the Treasury and the Contingencies Fund, and there was no
balance outstanding at 31 March 2011 (31 March 2010: £nil).

The Contingencies Fund has transacted with a number of government departments during the year.
These transactions are all disclosed in note 5.

10 Date of Authorisation for Issue of Accounts

The accounts were authorised for issue on 9 June 2011.
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Appendix

Contingencies Fund Account

Accounts Direction given by the Treasury
1. The Treasury shall prepare accounts for the Contingencies Fund for the year ending 31 March 2010 and each

subsequent financial year, that give a true and fair view of the state of affairs of the Contingencies Fund at the
reporting date and of its cash flows for the year then ended.

2. Theaccounts shall beprepared inaccordancewith the requirementsof the relevantversionof theGovernment
Financial Reporting Manual (FReM).

3. The statement of cash flows shall show only receipts and payments.

4. This accounts direction shall be reproduced as an appendix to the accounts.

5. This accounts direction supersedes that issued on 7 October 2005.

Chris Wobschall
Head, Assurance and Financial Reporting Policy
HMTreasury

17 March 2010
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