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Foreword

Background
The National Savings Bank Act 1971 (the 1971 Act) sets out the arrangements for the operation of the National 
Savings Bank, including the receipt and repayment of Ordinary deposits. The National Savings Bank is part of 
National Savings and Investments (NS&I). NS&I is an integral part of the UK’s debt management arrangements. Its 
sole aim is to help reduce the cost to the taxpayer of Government borrowing now and in the future, through the 
sale of savings and investment products to the retail market, thus providing retail funding for Government that is 
cost-eff ective in relation to funds raised on the wholesale market.

The Department for National Savings was established in 1969, having previously been part of the Post Offi  ce®. 
In 1996, National Savings was also established as an Executive Agency of the Chancellor of the Exchequer. In 
February 2002 National Savings launched its new name and corporate identity and is now known as ‘National 
Savings and Investments’ (NS&I).

The Director of Savings, who is also NS&I’s Chief Executive, is the Accounting Offi  cer responsible for administering 
NS&I’s products including the Ordinary Account (ORDAC).

Ordinary deposits
Ordinary Deposits are invested in the ORDAC. The ORDAC is an instant access passbook account where customers 
were able to deposit or withdraw cash by using the passbook at the Post Offi  ce®. Withdrawals of up to £100 on 
demand per day could have been made at any Post Offi  ce® on presentation of the passbook. 

Management of ordinary deposits
NS&I are responsible for the collection of deposits from investors, the calculation and addition of interest to 
customer accounts and the repayment of funds to investors. It also maintains customer records and deals with 
correspondence and enquiries. NS&I are also responsible for transferring the balance of deposits remaining after 
withdrawals to the Commissioners for the Reduction of the National Debt (the Commissioners) under Section 17(1) 
of the 1971 Act. Ordinary Deposits were taken off  sales on 28 January 2004.

There are eight Commissioners

�  The Chancellor of The Exchequer.

� The Governor and both Deputy Governors of the Bank of England.

� The Speaker of the House of Commons.

� The Master of the Rolls.

� The Accountant General of the Supreme Court.

� The Lord Chief Justice.

Section 17 (2) of the 1971 Act authorises the Commissioners to invest the balance of Ordinary Deposits remaining 
after withdrawals by depositors and the payment of expenses, in those securities listed in Section 18 of the 1971 
Act. Section 20 of the 1971 Act requires the payment into the Consolidated Fund of any surplus of interest earned 
on the Commissioners’ investments, after deduction of interest paid or credited on Ordinary Deposits, of expenses 
incurred and of any amount determined by the Treasury to provide for depreciation in the value of investments. 
It also provides for the Consolidated Fund in any period in which there is a defi ciency of interest, to make good 
the defi ciency. The Commissioners have appointed the Secretary and Comptroller General and the Assistant 
Comptroller to discharge their day to day responsibilities in this regard and to present accounts in respect of their 
investments annually. The Secretary and Comptroller General is responsible for the propriety, regularity and for 
the keeping of proper records with regard to this account.
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Preparation of the accounts
Section 19 of the 1971 Act, as amended by section 162 of the 1998 Finance Act (the 1998 Act), requires the Director 
of Savings and the Commissioners to prepare a statement for the year ended 31 March 2009 showing

�  Sums received and repaid in respect of Ordinary Deposits, and interest paid or credited to depositors during 
the year.

�  The interest accrued on investments made by the Commissioners and the amount of expenses incurred 
during the year.

�  Aggregate liabilities and the nominal value of the investments held by the Commissioners at the end of 
the year;

and, before the end of August 2009, to transmit it to the Comptroller and Auditor General who shall examine, 
certify and report on it and lay copies of it, together with copies of his report, before Parliament.

These statements and related notes meet these requirements and provide additional information about the 
relationship between the Ordinary Deposit transactions, administrative costs and the investment activities of the 
Commissioners under sections 17, 18 and 20 of the 1971 Act. They have been prepared on an accruals basis and 
give a true and fair view of transactions with investors and transactions with the Commissioners, and associated 
balances held in respect of Ordinary Deposits at the end of the year.

Performance for the year
In June 2008, the ORDAC liability to investors, held by the Commissioners for the Reduction of the National 
Debt (CRND), was transferred to the National Loan Funds (NLF) under the Residual Account as part of the NS&I 
adding value strategy to simplify and modernise the business. The total amount transferred was £304 million. The 
remaining surplus, being prior years gain on investments, will be transferred to the Consolidated Fund once the 
relevant legislation has been passed.

Audit
These accounts have been audited by the Comptroller and Auditor General whose Certifi cate and Report appear 
on pages 12 to 13.

Jane Platt Jo Whelan 
Director of Savings Secretary and Comptroller General to the
NS&I Commissioners for the Reduction of the National Debt
22 July 2009 22 July 2009
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Statement of Accounting Offi  cer’s responsibilities
The Director of Savings and the Commissioners for the Reduction of the National Debt (CRND) are required to 
prepare the Ordinary Deposits White Paper account for the year ended 31 March 2009 and to transmit it to the 
Comptroller and Auditor General by the 31 August 2009.

The accounts are prepared on an accruals basis and must give a true and fair view of the products’ balances at the 
year end and of the income and expenditure and cash fl ows for the fi nancial year.

In preparing the accounts, the Accounting Offi  cer is required to comply with the Financial Reporting Manual 
(FReM) prepared by HM Treasury, and in particular to

� observe the Accounts Direction issued by HM Treasury, including the relevant accounting and disclosure 
requirements, and apply suitable accounting policies on a consistent basis;

� make judgements and estimates on a reasonable basis;

� state whether applicable accounting standards, as set out in the FReM, have been followed, and disclose and 
explain any material departures in the accounts; and

� prepare the accounts on a going-concern basis.

HM Treasury has appointed the Chief Executive as Accounting Offi  cer of NS&I. The responsibilities of an Accounting 
Offi  cer, including responsibility for the propriety and regularity of the public fi nances for which an Accounting 
Offi  cer is answerable and for keeping proper records, are set out in the Accounting Offi  cer’s Memorandum issued 
by HM Treasury and published in Managing Public Money.

The Accounting Offi  cer’s responsibility for the keeping of information relating to proper records includes the 
responsibility for the maintenance, integrity and upkeep of the product accounts on the NS&I website.
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Statement on internal control by the Director of Savings

1 Scope of responsibility
As Accounting Offi  cer, I have responsibility for maintaining a sound system of internal control that supports the 
achievement of NS&I policies, aims and objectives, while safeguarding the public funds and departmental assets 
for which I am personally responsible, in accordance with the responsibilities assigned to me in HM Treasury’s 
Managing Public Money document.

As Accounting Offi  cer I retain sole responsibility for the system of internal control within NS&I. I am assisted in 
discharging this responsibility by the board, which, in addition to myself and the other NS&I Executive Directors, 
comprises four independent Non-executive Directors and two representatives of HM Treasury, who provide the 
key assurance link back to the Treasury Ministers.

The Treasury Minister, while maintaining accountability, has delegated day-to-day dealings with NS&I to 
HM Treasury’s Debt and Reserves Management (DRM) team. The NS&I board has assumed overall responsibility 
for monitoring the eff ectiveness of the Agency’s risk management processes. My senior staff  and I also hold 
regular briefi ng meetings with other relevant HM Treasury teams, and a monthly performance report is sent to the 
Economic Secretary to the Treasury as part of our overall governance arrangements with HM Treasury.

2 The purpose of the system of internal control 
The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk 
of failure to achieve policies, aims and objectives. It can, therefore, only provide reasonable and not absolute 
assurance of eff ectiveness. The system of internal control is based on an ongoing process designed to identify and 
prioritise the risks to the achievement of departmental policies, aims and objectives, to evaluate the likelihood of 
those risks being realised and the impact should they be realised, and to manage them effi  ciently, eff ectively and 
economically. The system of internal control has been in place in NS&I for the year ended 31 March 2009 and up to 
the date of approval of the accounts, and accords with HM Treasury guidance.

3 Capability to handle risk 
The board, Audit Committee and Executive Management Team (EMT) have primary responsibility for identifying 
and monitoring the key risks which NS&I faces. The board delegates the responsibility for overseeing the risk 
management process to the Audit Committee, with the Audit Committee reporting back to the board after each 
meeting. Every month the EMT considers whether there are any new risks to the business to be registered and 
discusses the key risks as part of its monthly risk review. The Audit Committee formally reviews the key risks at 
least annually to ensure that they remain valid and complete in the light of changing circumstances in the year 
and business plans for the coming year.

NS&I has a risk management strategy, a risk management framework and agreed risk management reporting 
protocols, and these are reviewed and approved annually by the Audit Committee.

The Audit Committee, chaired by an independent Director, is responsible for providing assurance, in conjunction 
with internal and external auditors, to the board on the existence and eff ectiveness of the overall processes for 
managing risk within NS&I and within those parts of Siemens concerned with NS&I business.

NS&I’s business model means that we are critically reliant on our business partner, Siemens, for the delivery of our 
strategic objectives. Consequently, we have established joint processes with Siemens to manage the partnership 
as one business. These include Siemens’ representation at relevant Committees; joint working between project 
offi  ces; joint project teams; and a Joint Audit and Risk Management Committee (JARMC). The JARMC updates 
the Audit Committee on the management of risks to the joint business. Across the whole business, Directors and 
operational managers are responsible for embedding risk identifi cation and management within the design, 
documentation and operation of business processes, in line with agreed risk tolerances.
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NS&I’s Committee structure is reviewed every year to enhance governance, empower staff  and include Siemens 
personnel in all appropriate areas. Compliance Risk, Fraud and Security functions have all been strengthened. Key 
risks are shared with HM Treasury through the Audit Committee.

The risk management process is led by the EMT, which comprises of the Executive Directors and the Siemens 
Account Director responsible for the NS&I account, and is responsible for:

� implementation of the risk management strategy;

� developing and overseeing the risk management framework;

� identifying and evaluating strategic risks; and

� designing, operating and monitoring a suitable system of internal control.

4 The risk and control framework
An analysis of key risks and the consequent signifi cant sub-risks has been established through an ongoing 
programme of individual and collective discussion with the Executive Directors. With very few exceptions 
where sub-risks have been retained by the Directors, all sub-risks have been allocated to senior managers. An 
organisation-wide risk register records all signifi cant risks identifi ed, links lower level risks through to the key risks, 
records mitigating controls and named risk managers. The Audit Committee reviews the key risks annually to 
ensure that they remain valid and complete in the light of business plans for the coming year.

For each key risk and sub-risk identifi ed, the assessment and scoring of the probability and impact both before 
and after mitigating controls is performed using a consistent methodology on a risk matrix. The results of this are 
considered against our agreed organisational risk appetite, as approved annually by the Audit Committee. Reviews 
of risks and their risk scores are performed regularly by senior managers and the EMT. Where further action is 
necessary to reduce exposure, the action, and its intended eff ect on the status of the risk, is logged, responsibility 
allocated, and a completion date agreed. This ensures that there is ongoing tracking of any risk where exposure 
remains unacceptably high despite the controls that are in place. These risks are fl agged as red, reviewed monthly 
by the EMT and reported to the Audit Committee.

Our management of risk is embedded in policy making, planning and delivery by Executive Directors and senior 
managers, who are responsible for ensuring the proper management of risks and for cascading implementation 
of the risk management strategy and framework within their respective directorates and teams. Senior managers 
are responsible for implementation of self-assessment processes.

As part of the annual planning cycle, senior managers are required to identify the signifi cant risks that could 
impact on the achievement of each main element of their proposed business plans for the year. These risks are 
then compared with the existing risk register, which is amended as necessary.

Contingency plans are in place or are being implemented for all sub-risks where exposure is 
inherently unacceptable.

A programme management function ensures that all projects are subject to formal project management disciplines, 
including an assessment of inherent and residual risks. Projects are governed by formal project management 
disciplines, including regular review of project and programme risks overseen by the project board, EMT, Audit 
Committee and the board.

Senior managers provide assurance to the relevant Executive Directors that they are either satisfi ed that all their 
sub-risks are adequately controlled, or that plans are in place to provide that control. In addition, EMT members 
provide me with equivalent assurance for the key risks for which they have responsibility. Executive Directors also 
provide assurance that an adequate system of internal control operates within their directorates, and that, to the 
best of their knowledge, their staff  comply with all relevant legal and regulatory requirements.

The risk management process continues to be enhanced.
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The key achievements in 2008-2009 include

� continuing to implement a risk based approach to anti-money laundering in line with the Money Laundering 
Regulations 2007;

� embedding Treating Customers Fairly within our culture

- conducting regular reviews with every area of the business;

- implementing an electronic workfl ow approval process for any fi nancial promotions we issue to make 
sure that these are fair, clear and not misleading; and

- enhancing our complaints-handling processes

� refi ning data protection and retention rules to be built into our new systems;

� conducting a comprehensive audit of our compliance arrangements with the Post Offi  ce®;

� making further enhancements to our overall risk framework, including key policies and related assurance;

� refi ning and reviewing the eff ectiveness of our governance Committees to ensure that they are working 
as required;

� providing ongoing training to our staff  on key compliance issues; and

� continuing to embed compliance more deeply into our delivery partner, Siemens.

Plans for 2009-2010 include the continued strengthening of our risk management and compliance assurance 
processes and increased investment in Information Security and in our fraud risk management capabilities.

5 Statement of information risk
NS&I holds personal information relating to its customers and readily acknowledges its responsibility to ensure 
that this information is accurate and up-to-date, and its duty to ensure that the personal information entrusted to 
it is properly safeguarded from loss and unauthorised access.

The Cabinet Offi  ce’s review of data handling procedures in government, published in June 2008, made a number 
of recommendations to be implemented across government. In December 2008, the Cabinet Offi  ce published Her 
Majesty’s Government (HMG) Security Policy Framework which embraces the requirements of the Data Handling 
Review. This framework superseded the Manual of Protective Security and set out mandatory requirements for 
government departments on protective security, covering physical, personnel and information security.

NS&I has followed the Cabinet Offi  ce’s recommendations on information security, and is complying with the HMG 
Security Policy Framework. NS&I undertook a gap analysis of practice against the Cabinet Offi  ce data handling 
guidance and the Security Policy Framework, and developed an action plan to implement the recommendations 
from its review of data handling and any disparities identifi ed by the gap analysis.

NS&I’s risk register includes a number of sub risks on data handling and information assurance. NS&I has zero 
tolerance for information asset losses, and will continue to reinforce this through policies and procedures and staff  
acceptance of them.

Roles and responsibilities for information assurance within NS&I have been clearly defi ned.

NS&I has produced clear guidance for NS&I staff  and those of delivery partners for the management of personal 
data and introduced procedures to ensure that any information shared with third parties is properly authorised, 
protected at all times, and securely delivered.

In 2008-2009, all NS&I staff  received training in data protection and information security through e-learning 
packages and in 2009-2010 this will augmented by more focused security awareness training and will be expanded 
to include Siemens staff  working for NS&I.
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NS&I has also encrypted the hard drives of all laptops, in line with Cabinet Offi  ce guidance. For data that cannot be 
transmitted electronically, it has implemented bulk data transfer via disk using approved encryption and defi ned 
procedures.

An information charter is available on the NS&I website. 

NS&I will shortly establish a network of Information Asset Owners whose role will be to understand what 
information is held, what is added and what is removed, how information is moved, and who has access, so as to 
understand and address risks to the information they use. The Information Asset Owners will provide additional 
overall assurance quarterly on the use and security of the data for which they are responsible.

The existing programme of staff  vetting will be extended during 2009-2010 to include increased levels of identity 
and fi nancial checks for all NS&I staff , and those in Siemens handling NS&I customer information.

NS&I’s policies will continue to be reviewed to ensure that they provide a secure environment for information 
handling and to ensure that they continue to meet the requirements set out in the HMG Security Policy Framework. 
All staff  will be required to provide written confi rmation that they are aware of the policies, and the responsibilities 
that the policies place on them.

6 Review of eff ectiveness
As Accounting Offi  cer, I also have responsibility for reviewing the eff ectiveness of the system of internal control. 
My review of the eff ectiveness of the system of internal control is informed by the work of the internal auditors 
and those Executive Directors and managers within the department and Siemens who have responsibility for 
the development and maintenance of the internal control framework, and by comments made by the external 
auditors in their management letter and other reports.

I have been advised on the implications of the results of my review of the eff ectiveness of the system of internal 
control by the board and the Audit Committee, and a plan to address weaknesses and ensure continuous 
improvement of the system is in place.

The board, via the Audit Committee, satisfi es itself as to the adequacy of the risk management process and reviews 
the management of each key residually red risk at least annually by examining evidence of performance against 
objectives and targets, the timely identifi cation and assessment of signifi cant risks, the prioritisation of risks and 
the allocation of resources to address areas of exposure, the ability of NS&I to learn from its experiences and the 
commitment and speed with which corrective actions are implemented. The board, via the Audit Committee, 
also reviews the internal and external risk profi le for the coming year and considers if current internal control 
arrangements are likely to be eff ective.

The Executive Directors conduct regular reviews of the risk register, with the top risks being reported monthly 
to the EMT for review. These are reviewed at least annually by the Audit Committee. The Audit Committee also 
reviews annually the assurance on the overall system of internal control provided by the Head of Internal Audit, 
and advises the board of its assessment of the internal control system.

The Head of Internal Audit provides the Audit Committee with regular reports on internal audit activity, including 
an independent opinion on the adequacy and eff ectiveness of the system of internal control, together with 
recommendations for improvement.

The overall internal audit plan and internal audit process for the NS&I business, led by Deloitte, is based on 
management’s assessment of risk throughout the business. In my opinion, and that of the Audit Committee, this 
appreciably enhances the internal audit process, and hence the value of the internal audit assurance. We will 
continue our ongoing process for assessing internal controls against best practice across all systems and products. 
The approach to reviewing eff ectiveness and plans to ensure the continuous improvement of the systems in place 
will be further refi ned in 2009-2010.

Jane Platt 22 July 2009
Director of Savings
NS&I
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Statement on internal control – Commissioners for the 
Reduction of the National Debt

1 Scope of responsibility
The Commissioners for the Reduction of the National Debt (CRND) are responsible for preparing the accounts. 
They have appointed me as Secretary and Comptroller General of CRND to discharge their responsibilities in this 
regard. As Secretary and Comptroller General, I also have responsibility for ensuring the operation of a sound 
system of internal control that supports the achievement of CRND’s targets, policies and objectives in managing 
client investment portfolios whilst safeguarding the public funds for which I am accountable, in accordance with 
the responsibilities assigned to me.

CRND is a separate business entity managed within the control framework of the DMO. While I am responsible for 
CRND’s system of internal control, the Accounting Offi  cer of the DMO is responsible for the wider control framework 
within which CRND is managed. In discharging my own control responsibilities I take assurance on the continued 
sound maintenance of the wider control framework from the Statement of Internal Control for the DMO, although 
I understand that only reasonable and not absolute assurance can be given that risks have been controlled.

It is also my responsibility to ensure that all CRND fund management activities are conducted with due regard to 
value for money and operated in line with client instructions. I have put arrangements in place to ensure that there 
is a proper evaluation of the balance of cost and risk in our operations.

2 The purpose of the system of internal control
The system of internal control is designed to manage risk to an acceptable level, balancing the impact of potential 
risks with the resources required to manage them, rather than to eliminate all risk. It can therefore only provide 
reasonable and not absolute assurance of eff ectiveness. The system of internal control is based on an ongoing 
process designed to identify and prioritise the risks to the achievement of policies, aims and objectives, to evaluate 
the likelihood of those risks being realised and the impact should they be realised, and to manage them effi  ciently, 
eff ectively and economically.

Relevant elements of the DMO system of internal control have been implemented for CRND. The system of internal 
control has been in place for the year ended 31 March 2009 and up to the date of approval of this account, and 
accords with Treasury guidance. 

3 Capacity to handle risk
The DMO has a formal risk management strategy and policy, which includes CRND activities, set by the DMO 
Managing Board. The DMO has risk management policies and has documented the risk management processes. 
Elements of these policies have been reviewed and adjusted during the year and have proved eff ective during the 
period of increased uncertainty in the fi nancial markets.

The DMO Managing Board is responsible for setting strategic direction and considering high-level operational 
issues. An executive sub-committee of the Managing Board meets weekly. The terms of reference of these 
committees and those of the Fund Management Committee and Risk Committee clearly set out their roles and 
responsibilities for providing the organisational capability to consider issues and make relevant decisions at the 
appropriate level.

Staff  are required to signify that they have read and accepted the DMO’s rules on Personal Dealing and the DMO’s 
Policy on the Use of Information Systems and Technology, and that they are aware of and will continue to keep 
up to date with the DMO’s policies with respect to whistle blowing, fraud and anti-money laundering. The DMO 
ensures that the exercise is undertaken on an annual basis in order to maintain a good level of awareness of the 
DMO’s policies in these areas. All members of staff  have job descriptions, including specifi c key risks they are 
expected to manage.
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Management in each business function is responsible for ensuring that the operations within their area are 
compliant with plans, policies, procedures and legislation. Functional managers are responsible for maintaining 
compliance arrangements across the DMO in their area of specialism.

4 The risk and control framework
The DMO has various mechanisms for managing its risks that are incorporated into its approach to both regular 
operations and new business initiatives. There are processes in place to ensure regular measurement and 
monitoring of key business risks including market, credit, operational and liquidity risk.

The DMO’s Risk Management Unit (RMU) provides control advice on risks throughout the DMO. In the DMO’s 
management reporting structure the RMU is separate and independent of the DMO’s trading operations. The RMU 
conducts risk analysis and provides market, credit and operational risk capability for the DMO.

The identifi cation, monitoring and mitigation of operational risks is facilitated by the RMU, via consultation 
with heads of business units and functional teams. Regular meetings are held with heads of business units and 
functional teams to assess whether risks to their operations are being managed eff ectively. Signifi cant risk issues 
are assessed by likelihood and materiality of occurrence. New risks and risks with an increased risk profi le are 
highlighted and actions are taken to ensure eff ective management of all risks. The DMO has Senior Risk Owners 
(SROs) who undertake a cross-functional moderation process to promote better prioritisation of operational risks 
across the organisation. RMU maintains a central exception log to record all risk incidents raised, in order to identify 
control weaknesses and assign actions to improve controls. Progress against treatment actions is obtained on a 
regular basis, to ensure issues highlighted by internal and external audit and other identifi ed actions to improve 
the control environment are managed and progressed against agreed deadlines.

A key component of the CRND control framework is the segregation of duties to promote independent checking 
and avoid concentration of key activities or related controls in individuals or small groups of staff . In particular, 
segregation of duties takes place between front and back offi  ce duties. All teams have documented procedures 
for their main activities and there are clearly defi ned authorisation levels for committing the DMO externally. The 
Risk Management Unit runs checks on those sections of the Financial Services Authority handbook that are most 
pertinent to CRND activities.

Risks to data and information held by the DMO are owned and managed by designated Information Asset Owners. 
There is a Senior Information Risk Owner (SIRO) for the DMO, responsible for the information risk policy and risk 
assessment relating to information, who acts as an advocate for information assurance at the Board and through 
internal discussions.

The DMO’s Business Continuity Plan (BCP), including Disaster Recovery (DR) site and other arrangements, is 
subject to continual review and update with the SROs taking an active role during the year in progressing BCP 
improvements. A phased delivery of improvements was implemented over the period, including relocation of 
the DR site to a higher category data centre, and an increase of services available at the DR site. Assessment of 
business continuity requirements is a specifi c requirement for new projects and major business initiatives.

An up-to-date memorandum of understanding is in place with each client, outlining the respective responsibilities 
of CRND and the client. CRND has adopted a passive style of fund management for each client. CRND has established 
eff ective communication channels with each of its clients.

A controls team met periodically to review issues aff ecting the DMO’s system of internal control (including CRND) 
and to recommend actions to management to implement changes where appropriate. The controls team comprises 
senior representatives of the DMO teams responsible for fi nance, risk, control, compliance and internal audit. 

Responsibility for supporting me as Accounting Offi  cer in matters relating to governance, internal control and risk 
management processes rests with the Exchequer Funds Audit Committee.
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The Exchequer Funds Audit Committee performs this role for the Accounting Offi  cers of each of the Exchequer 
Funds, which are the Debt Management Account, Public Works Loan Board, Exchange Equalisation Account, 
National Loans Funds, Consolidated Fund, Contingencies Fund and the transactions of the Commissioners 
for the Reduction of the National Debt. The Chair of the Committee reports to me on matters relating to the 
Commissioners for the Reduction of National Debt. Members of the Committee are appointed for periods of up to 
three years, extendable by no more than one additional three-year period. The membership of the Committee as 
at 31 March 2009 was

� Colin Price, Chair, Non-executive Director of the DMO’s Managing Board and formerly Global Pension Fund 
Adviser/Finance Director at Shell Pensions Management Services Limited;

� Brian Larkman, Non-executive Director of the DMO’s Managing Board and formerly Global Head of Money 
Markets at the Royal Bank of Scotland plc; and

� Mark Clarke, formerly Director General (Finance and Strategy) at the Department for Business, Enterprise and 
Regulatory Reform.

The Exchequer Funds Audit Committee meets quarterly.

5 Review of eff ectiveness
As Secretary and Comptroller General, my review of the eff ectiveness of the system of internal control is informed 
by the work of executive managers in the DMO who have been delegated responsibility for the development 
and maintenance of the internal control framework, and by the reports and comments made by the internal and 
external auditors. I have been supported by the Audit Committee and risk owners in addressing weaknesses and 
ensuring continuous improvement of the system is in place. The Exchequer Funds Audit Committee considered 
the 2008-2009 accounts in draft and provided me with its views before I formally signed the accounts.

� The Fund Management Committee, comprising CRND managers, other senior managers and DMO specialist 
staff , meets regularly to review CRND operational issues. In particular it monitors and advises on development 
of CRND governance mechanisms.

� The DMO’s Risk Management Unit conducts monthly Controls and Compliance testing providing the executive 
sub-committee of the Managing Board with independent assurance on the eff ectiveness of operational 
controls and compliance with relevant FSA rules in the dealing and settlements areas. No signifi cant internal 
control failures were identifi ed during the period. 

� During the period of this Statement on Internal Control, Internal Audit has provided reports on the eff ectiveness 
of the risk management, control and governance processes for the DMO, including those covering CRND, to 
the Audit Committee throughout the period. The audits make a series of recommendations that are addressed 
as part of our focus on continuous improvement in this area. The Internal Audit work programme is approved 
by the Audit Committee at the start of the year.

� Internal Audit attended each meeting of the Audit Committee to report the results of audit work and the 
results of follow-up work to confi rm that appropriate management action had been taken to address audit 
recommendations. 

� Internal Audit’s view was that assurance could be given over the risk management, control and governance 
arrangements relevant to the accounts. There are no matters arising from the work of Internal Audit in the 
period that would give rise to a separate comment in the Statement on Internal Control.

In my opinion, the system of internal control relating to CRND was eff ective throughout the fi nancial year 2008-2009 
and remains so on the date I sign this statement.

Jo Whelan 22 July 2009
Secretary and Comptroller General 
to the Commissioners for the 
Reduction of the National Debt
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The Certifi cate and Report of the Comptroller and Auditor 
General to the Houses of Parliament
I certify that I have audited the fi nancial statements of National Savings and Investments’ Ordinary Deposits White 
Paper Accounts for the year ended 31 March 2009 under the National Savings Bank Act 1971. These comprise the 
Transactions with Investors Statement, the Income and Expenditure Statement, the Balance Sheet and the related 
notes. These fi nancial statements have been prepared under the accounting policies set out within them.

Respective responsibilities of the Accounting Offi  cer and Auditor
The Director of Savings, as Accounting Offi  cer, and the Commissioners for the Reduction of the National Debt are 
responsible for preparing the Foreword and the fi nancial statements, in accordance with the National Savings 
Bank Act 1971 and for ensuring the regularity of fi nancial transactions. These responsibilities are set out in the 
Statement of Accounting Offi  cer’s responsibilities.

My responsibility is to audit the fi nancial statements in accordance with relevant legal and regulatory requirements, 
and with International Standards on Auditing (UK and Ireland).

I report to you my opinion as to whether the fi nancial statements give a true and fair view and whether the 
fi nancial statements have been properly prepared in accordance with the National Savings Bank Act 1971. I report 
to you whether, in my opinion, the Foreword is consistent with the fi nancial statements. I also report whether in 
all material respects the expenditure and income have been applied to the purposes intended by Parliament and 
the fi nancial transactions conform to the authorities which govern them.

In addition, I report to you if National Savings and Investments or the Commissioners for the Reduction of the 
National Debt have not kept proper accounting records, if I have not received all the information and explanations 
I require for my audit.

I review whether the Statements on Internal Control refl ect National Savings and Investments’ and the 
Commissioners for the Reduction of the National Debt’s compliance with HM Treasury’s guidance, and I report 
if it does not. I am not required to consider whether these statements cover all risks and controls, or to form an 
opinion on the eff ectiveness of National Savings and Investments’ and the Commissioners for the Reduction of the 
National Debt’s corporate governance procedures or their risk and control procedures.

Basis of audit opinions
I conducted my audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing 
Practices Board. My audit includes examination, on a test basis, of evidence relevant to the amounts, disclosures 
and regularity of fi nancial transactions included in the fi nancial statements. It also includes an assessment of the 
signifi cant estimates and judgments made by National Savings and Investments and the Commissioners for the 
Reduction of the National Debt in the preparation of the fi nancial statements, and of whether the accounting 
policies are most appropriate to National Savings and Investments Ordinary Deposit Accounts’ circumstances, 
consistently applied and adequately disclosed.

I planned and performed my audit so as to obtain all the information and explanations which I considered necessary 
in order to provide me with suffi  cient evidence to give reasonable assurance that the fi nancial statements are free 
from material misstatement, whether caused by fraud or error, and that in all material respects the expenditure and 
income have been applied to the purposes intended by Parliament and the fi nancial transactions conform to the 
authorities which govern them. In forming my opinion I also evaluated the overall adequacy of the presentation 
of information in the fi nancial statements and the Foreword.
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Opinions
In my opinion

� the fi nancial statements give a true and fair view, in accordance with the National Savings Bank Act 1971, of 
the state of aff airs of the National Savings and Investments Ordinary Deposit Accounts as at 31 March 2009, 
and of National Savings and Investments’ Transactions with Investors and Income and Expenditure of the 
Commissioners for the Reduction of the National Debt for the year then ended;

� the fi nancial statements have been properly prepared in accordance with the National Savings Bank Act 1971; 
and

� information within the Foreword is consistent with the fi nancial statements.

Opinion on regularity

In my opinion, in all material respects, the expenditure and income have been applied to the purposes intended 
by Parliament and the fi nancial transactions conform to the authorities which govern them.

Report

I have no observations to make on these fi nancial statements.

Amyas C E Morse National Audit Offi  ce
Comptroller and Auditor General 151 Buckingham Palace Road
  Victoria
17 September 2009 London SW1W 9SS
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National Savings and Investments 

Ordinary Deposits 

Transactions with Investors for the year ended 31 March 2009
   2008-2009 2007-2008
   £000 £000

Received from investors   751   1,599 
Interest earned by investors   732   5,665 
    

    1,483   7,264 
Transferred to Residual Account  (303,793) 0
Paid to investors  (4,982) (12,966)
    

Decreased in liability to investors  (307,292) (5,702)
Opening balance of funds invested  307,292 312,994
    

Closing balance of funds invested  0 307,292
    

The notes on pages 17 to 20 form part of these accounts.

Jane Platt 22 July 2009
Director of Savings
NS&I
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Commissioners for the Reduction of the National Debt

Ordinary Deposits
Income and Expenditure Statement for the year ended 31 March 2009

    Notes 2008-2009 2007-2008
     £000 £000
Income

Interest on investments    26,399 51,382
    

     26,399 51,382
    

Expenditure

Interest earned by investors    (732) (5,665)
Administration expenses   2 (689) (7,211)
Net losses   3 (10) (39)
Surplus for the year    24,968 38,467
    

Surplus due to the Consolidated Fund   4 (24,968) (38,467)
    

Increase in reserves    0  0
    

Reserves

Brought forward from previous year    592,299 592,299
Increase in Reserves    0 0
    

Reserves carried forward    592,299 592,299
    

The notes on pages 17 to 20 form part of these accounts.

Jo Whelan 22 July 2009
Secretary and Comptroller General 
to the Commissioners for the 
Reduction of the National Debt
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National Savings and Investments and Commissioners for the 
Reduction of the National Debt

Ordinary Deposits
Balance Sheet as at 31 March 2009

    Notes 31 March 31 March
     2009 2008
     £000 £000
Assets

Investments   5 617,615 929,510
Cash and cash equivalents    0  13,152
Debtors   6 0 753
    

     617,615 943,415
Creditors   7 (25,316) (43,823)
    

Net assets    592,299 899,592
    

Liabilities

Liability to investors   8 0  307,293
Reserves    592,299 592,299
    

     592,299 899,592
    

The notes on pages 17 to 20 form part of these accounts.

Jane Platt  Jo Whelan 
Director of Savings Secretary and Comptroller General
NS&I to the Commissioners for the
  Reduction of the National Debt
22 July 2009 22 July 2009
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Notes to the accounts

1 Accounting policies

1.1 Presentation of accounts

These accounts have been prepared in accordance with section 19 of the National Savings Bank Act 1971 as 
amended by the 1998 Finance Act. They comply with the accounting and disclosure requirements contained in 
HM Treasury’s Government Financial Reporting Manual and UK Generally Accepted Accounting Practice (UK GAAP) 
to the extent that it is meaningful and appropriate to do so.

The following accounting policies have been applied consistently in dealing with items which are considered 
material in relation to the Ordinary Deposits accounts.

These accounts have been prepared under the historical cost convention with the revaluation of investments to 
market value.

1.2 Receipts from investors

Receipts from investors are amounts deposited by investors to top up their accounts to the required minimum 
to be re-invested into other products. Receipts from investors are recognised as a liability when the payment 
instrument for a valid investment is received by NS&I or one of its agents.

1.3 Interest earned by investors

Interest is deemed to capitalise when it starts earning further interest in accordance with the terms and conditions 
applicable to this product. Capitalised interest is included within interest earned in the transactions with investors’ 
statement and is included within the principal owed to investors in the balance sheet. Interest is accrued from the 
date of receipt or most recent capitalisation to the end of the accounting period.

1.4 Payments to investors

Payments are recognised on the date of the payment instrument. Where payment instruments are not paid within 
their stipulated time limit the liability to the investor is reinstated.

1.5 Recognition of investment income

Income is recognised within the accounts on the following bases

�  Interest on investments is recognised as it accrues rather than on cash received basis;

� Realised gains and losses on trading activities are taken to the Income and Expenditure Statement in the 
period in which they arise; and

� Valuation gains and losses on dealing securities are recognised in the Income and Expenditure Statement in 
the same way as realised gains and losses and are included within the carrying value of those securities on 
the Balance Sheet.

1.6 Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand.
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1.7 Financial liability

All fi nancial liabilities are measured at amortised cost using the eff ective interest method unless stated otherwise. 
Financial liabilities are derecognised when the obligation is discharged.

A receipt from an investor is recognised as a liability when NS&I or one of its agents receives a payment instrument 
for a valid investment. Investments are considered valid when investors satisfy evidence of identity requirements. 
Payments are recognised as a reduction in the liability to the investor on the date of the payment instrument. 
Where payment instruments are not cashed by the investor within their stipulated time limit the liability to the 
investor is reinstated under ‘Out of Date Warrants’ then transferred to the CRND as unclaimed funds.

If an investor decides to reinvest funds in the same or another product this is termed a reinvestment and is 
recognised as a payment and new receipt. An automatic or default rollover of funds within the same product, 
which requires no action by the investor, is not recognised as a payment or receipt.

2 Administration expenses

Expenses incurred by the Director of Savings in connection with the Ordinary Deposits are paid out of the National 
Savings and Investments Vote. Under section 17 of the National Savings Bank Act 1971 a sum determined by the 
Treasury to be equal to the amount of the expenses incurred during the period is paid into the Consolidated Fund 
by the Commissioners for the Reduction of the National Debt. The expenses incurred by the Director of Savings 
and the Commissioners were as follows

   2008-2009 2007-2008
   £000 £000

Director of Savings expenses  660 7,179
Commissioners expenses  29 32
    

   689 7,211
    

The Director of Savings’ expenses includes £43,416 for Post Offi  ce® charges (2007-2008: £107,229) and audit fees 
of £58,000 (2007-2008: £58,000).

3 Net losses

Losses recognised in the period in respect of theft, fraud and irrecoverable payments were £13,699 (2007-2008: 
£49,287), which include prior year adjustment of £435. During the period £3,343 (2007-2008: £10,192) was 
recovered from individuals. This resulted in a net loss of £10,356 (2007-2008: £39,095).

4 Surplus due to the Consolidated Fund

Under section 20 of the National Savings Bank Act 1971 the Treasury may arrange for an amount to be provided 
for depreciation in the value of investments held by the Commissioners for the Reduction of the National Debt, 
but no provisions have been deemed necessary since 1994. If, after allowing for any such provision, the interest 
earned by the securities held by the Commissioners exceeds the total of interest costs, management expenses and 
net losses, then the excess is payable to the Consolidated Fund. The surplus comprises

   2008-2009 2007-2008
   £000 £000

Interest on investments  26,399 51,382
Expenditure  (1,431) (12,915)
    

Surplus to the Consolidated Fund  24,968 38,467
    



National Savings Bank: Ordinary Deposits Account 2008-2009

19

5 Investments

     31 March 31 March
     2009 2008
     £000 £000
Cost

At beginning of year  925,647 920,164
Purchases  364,092 84,648
Disposals  (672,418) (79,165)
    

At end of year  617,321 925,647
    

Market Value

At beginning of year  929,510 924,295
Purchases  364,092 84,648
Disposals at cost  (672,418) (79,165)
Prior year CRND adjusment  0 (2)
Increase/(decrease) in accrued interest during the year  (3,569) (266)
    

Movement in market value adjustment at end of year  617,615 929,510
    

Nominal Value  617,321 925,647
    

All securities held throughout the year were held under section 18(a) of the National Savings Bank Act 1971.

6 Debtors

     31 March 31 March
     2009 2008
     £000 £000

Other National Debt Commissioners debtors  0 0 
Other National Savings and Investments debtors  0 753
    

   0  753
    

7 Creditors

     31 March 31 March
     2009 2008
     £000 £000

Surplus to be surrendered to the Consolidated Fund  24,968 38,467
Amounts due to National Savings and Investments Agents  0 173
Other National Savings and Investments creditors  0 11
Management fees payable to NS&I  348 5,172
    

   25,316 43,823
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8 Liability to investors

   31 March 31 March
   2009 2008
   £000 £000

Principal  0 305,966
Accrued interest  0 1,326
    

   0 307,292
    

The liability to investors fi gure at 31 March 2008 diff ers from that shown on the balance sheet by £1,000. This diff erence 
is due to a rounding diff erence arising when the accounts are prepared from the NS&I and CRND accounts

9 Post balance sheet events

There are no other reportable post balance sheet events between the balance sheet date and the date the Comptroller 
and Auditor General certifi es these accounts. The fi nancial statements do not refl ect events after that date.
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