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Chapter 1
Introduction

1.1

1.2

1.3

1.4

In April 2019 HM Treasury published the Government Financial Reporting
Review. This included several examples of best practice in reporting taken
from 2017-18 central government annual reports and accounts (ARAs). HM
Treasury is committed to continue supporting ongoing improvements in
financial reporting and this report outlines further examples of best practice,
largely taken from 2018-19 ARAs. The expectation is that these examples will
be considered by those preparing ARAs across government.

The narrative elements of government financial reports are crucial for
meeting the needs of users. Narrative provides context and essential
information to explain financial outcomes and performance against
objectives. Information should be presented in a way that tells the story of
an organisation in a fair, balanced and understandable way. It is important
to provide context, using several years of trend data where possible. The
layout and design choices can influence how a reader understands a report,
and the use of infographics and diagrams can be helpful in communicating
important messages. Clear and simple language makes reports easier for a
wide range of users to understand.

The best practice examples outlined in this report have been chosen because
they display some or all of these characteristics. If you would like to suggest
further examples of best practice in government ARAs to be considered then
please contact HM Treasury (Resource.Accounts@hmtreasury.gov.uk).

This report is divided into three sections that broadly follow the structure of
a departmental ARA required by the Financial Reporting Manual (FReM) as
follows;

e performance reporting
e accountability information

e financial information


https://www.gov.uk/government/publications/the-government-financial-reporting-review
https://www.gov.uk/government/publications/the-government-financial-reporting-review
mailto:Resource.Accounts@hmtreasury.gov.uk
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/853604/FRAB_138__02__2019-20_Government_Financial_Reporting_Manual__Dec_2019__CLEAN_VERSION.pdf

Chapter 2
Performance reporting

2.1

2.2

2.3

When compiling the performance report, preparers should meet the
objectives and principles of government reporting. Specifically, performance
reporting must be fair, balanced, and understandable. It must tell the full
story of an organisation, including both achievements and where
performance has not met objectives, so users can have confidence in any
judgements and so it is clear that reporting is trustworthy and transparent.
Performance reporting should be straightforward and accessible, so that it
can be easily understood by a lay user and contain cross-references to other
parts of the annual report and accounts where relevant and appropriate.

The performance report is required to have two sections: a ‘performance
overview' and a ‘performance analysis’. The performance overview is a short
summary of the full story of an organisation and its performance over the
period covered by the report. The performance analysis provides a detailed
view.

This chapter highlights some examples of best practice in performance
reporting in departmental ARA’s

Performance Overview

2.4

The performance section must include a statement of the purposes and
activities of an organisation in a clear and concise manner. The example
below from the Home Office provides a high level overview of the goals of
the department. The use of clear formatting and concise plain English
increases usability and makes the section more visually appealing.



Figure 1 — Home Office

Performance Overview

Home Office goals

This report is divided into the seven main
Home Office goals:

Cut crime and the harm it causes,
including cyber-crime and serious and
organised crime

Manage civil emergencies within the remit
of the Home Office

Protect vulnerable people and
communities

Control legal migration

Provide world-class public services and
contribute to prosperity

Maximise the benefits of the United
Kingdom leaving the European Union




Performance highlights

2.5

2.6

The Government Financial Reporting Review also emphasised the importance
of reporting the annual performance highlights of a department. Providing
an overview of a department’s performance over the course of a year
increases the usability of the accounts.

The examples included below from the Foreign and Commonwealth Office
and the Department of Health and Social Care provide a clear overview of
the department’s activities throughout the year in a visually appealing way.
This allows the user to easily understand performance objectives and
outcomes against the planned objectives.

Figure 2 — Foreign and Commonwealth Office

The FCO in 2018-19

Protect our people

FCO led on the

international response

to the use of a

Novichok agent in Salisbury,

which led to the expulsion

of 130 Russian undeclared

inteliigence officers by 23
countries and NATD.

A new intelligent onling enquiry

form has reduced 40,000
consutar enquiries to Embassy
maibaoxes to 12,000. With
less than 1 in 10 needing to
be escalated further, consular
staff can focus on helping

those who need it most.

FCO engagement with EL27
counterparts has protected
UK Nationals’ rights.
All EU member states have

qgiven public assurances that
UK Nationals may remain in the
state they reside on exit day

Project our global influence

FCO-led ‘Life After

Daesh’ campaign

worked to stabilise the
region and maintain counter-

terrorism assurance. Over
50% in the MENA region on
a Facebook poll agreed the
Global Coalition is helping.

19

5 migrdictions
52

iy 'J'I:itll}atl ons

The lllegal Wildlife Trade
campaign launched the
United for Wildlife Financial

Taskforce to help report
Ilicit finarcial flows. 50 far,
there have been 52 law
enforcement investigations
supported and 19 interdictions
of suspect shipments.

1790

scholars from

1\ 150
S countries

1,790 scholars from over 150
countries joned the FCO-led
Chevening programme last
year. We now have an alumni
network of over 50,000
leaders zround the world
making positive change in their
communities and countries.



https://www.gov.uk/government/publications/the-government-financial-reporting-review

Figure 2a — Foreign and Commonwealth Office

Promote our prosperity

16

programmes
worth

O 55 0m 4

16 FCO-delivered
Prosperity Fund
programmes, worth a combined
£B50 milleon, provide expertise and
assistance in sectors and countnes
wiere there is high potential 1o
support the inclusive economec
growth needed 1o reduce poverty...

£34m

economic reform
& low carbon

£45m

anti-cormuption

/

..which inciude a £45m
Global Anti-Corruption
programme, and £34m
ASEAN economic reform 2nd
low carbon programimes.

O

_: "
£6.5m l .
to Anguilla
for improved
resilience

We have continued to build
greater resilience in
the Caribbean Overseas

Territories following Hurricanes

Irma-and Maria. Resilience

funding in 2018-19 included

B.5m in Anguilla to refurbish
the iland’s cnly hospital.

Our global network

201B-19 Fad Stream errants:

1%

49%
wWoimen BAME
o &
14* 'IE"'.E' |
disabled  LGBT

0 believes that the
better our workforce

!‘i\

By the end of 2020,
the UK's diplomatic

of staff say they
work smarter

The Tech Owerhaul
programme deployed
over 20,000 new

reflects the diversity
of the country we
represent, the stronger
an arganisation we
will be. We have kept
this is mind when
recruiting this year.

network will have 1,000
more statf members
and sovereign
missions in
161 countries,
more than any other
Eurcpean country.

Az a

devices to 223 Posis
across the FCO network.

result, 6B% of
staff polled reparted
they now work smar

97*

reduction in

plastic use
The Beyond Plastics
Campaign o remove
all plastics fram our
Estates has led o a
97% reduction
in plastic use in

FCO UK buildings

ter




Figure 3 — Department of Health and Social care

Our 2018-19 Achievements - At a glance

Parity of esteem for
Over 986,000 ] mental health
more A&E with 90% of CCGs having
attendances met the Mental Health

managed than in 2017-18 Investment Standard

98.8% of population New system for
has acoess to weakoend organ and
A evening tissue donation
appointments at
GP /nearby launched
{On target for 100% by 2020 August 2018

Annual flu
vaccination
delivered in England
to more people

than ever before. /

100,000
genomes

sequenced uy
December 2018.

N8

ok 83.5% af social care Chuer ETD,EEG
:— providers rated as Gﬂﬂd participants recrulted for
o ermmy o vital health research
o - or Outstanding oy through NIHR Clinical
cQc Research Network

Published 2™
chapter of the
Childhood
Obesity Plan

{17 Jerie 2018)

3,473 Doctors
acceptad into GP

specialty training
| 1% hghier bhan 2017-18)

‘




Figure 3a — Department of Health and Social Care

2018-19 - Key Finance Facts

Resources
cantained Within
all budgets set

by Parliament

NHS Long Term
Plan
securing extra
£33.9bn to the

NHS h'-,:' 2023-24,
from 2019-20.

b= The NHS
A delivered overall

A financial

balance

£2.45bn Provider
Sustainability Fund

helping to sustain
MHS providers

Number of pmuiders in deficit

mw 19 £6.1bn
(gross)
investment
I 1u? : ;
in capital
2018-19 ot
il £5.9bn
underspend
§: against the AME
== = budgetary
Number of CCGs with overspends control
Department of Haalth and Soclal Cars Annual Report and Acow {118-1




Figure 4 — Department for International Trade

Performance measures and statistics

* UK Inward FDI
stock in 20178

£1,336.5bn,
increased from
£1.187.3bn in 2016

* New jobs
created from
DIT supported FDI

51,863, decreased
from 67,060 in 2017-18

projects in 2018-19°

English Regions
(excl. London)

North East
North West

Yorkshire and
The Humber

East Midlands
West Midlands
East of England

oy

T

South East
South West

Scotland

2,944

New Jobs

* Value of venture
capital supported
in 2018-19°

Note 51 multiple
location projects
associated with

12,288 new jobs
are not included.

£583m, increased
from £285m in 2017-18

England
(excl. London)

— 20,655

New Jobs

London

12,992

New Jobs

Q-‘h.

¢ FDI projects
supported by DIT

in 2018-19°

1,436, decreased
from 1,682 in 2017-18

8 Source: ONS FDI involving UK companies
9 Department for International Trade Inward Investment Results.




High level financial information

2.7 Entities should seek to tie in the performance analysis to other parts of the
annual reports and accounts as relevant, for example to the Statement of
Outturn against Parliamentary Supply (SOPS) and the financial statements, to
provide a cohesive and consistent understanding of performance across the
annual report and accounts. The extracts below from the Ministry of
Housing Communities and Local Government, Ministry of Justice and the
Ministry of Defence outline high level financial information in an engaging
way with clear links to the financial statements.

Figure 5 — Ministry of Housing Communities and Local Government

Figure 5: Net Expenditure Budget 2018-19

I."' Net Expenditure "I
Budget
2018-19

£38.3 billion




Figure 6 — Ministry of defence

Where We Spent Our Money in 2018-19

The chart balow provides a breakdown of all non ringfenced axpenditure incurrad by the Departmant
in 2018=19. This expenditura is controlled by the Department through close scruting of the In Year
Management Process. It is this close scrutiny that has resulted in the Departments outtum against non
ringfenced RDEL and CDEL being 0.1% and 0.8% respectivaly.

Where We Spent Our Money in 2018-19

£0.093 billhan

£10.284 billion

Total

Defence Spending 1| ——
i ks £38.060 billion
£0.931 billien
£0.204 billion
24,681 ballion Ed. 255 billian
P0626 balon
E0.876 billion 1 175 bl
E6. 753 hillion

B Gervice Personnel B neentory I Cost of Opeeations I OEzs

B Civllian Personna B  Eguipment Suppor B Aomcestration B War Pension Bansfits
B infrastructure 2 Other Costs B Am's Lengih Bodies B Capisl Expenditure

Mobes

1. Toknl Defence Spendng & Mon ingfenced Cash Aesowse DEL #nd Capeinl DEL plus tive cost of operations. Man ringfenced Cash
Pesource DEL reders to cash ovelabie to the Department for spending on Defence Capabikty., it enchides Depreciation ond Impasment
casts which are inchaded in ingfenced DEL

2 Includes all admiresiration costs. relating o Other Costs and Seraces, Cash Aslezas of Provsions end cost of Miltary and Cealian
personned who perform an admirestrative roke.

3 Includes Othar Costs and Sarvices, Recsipis and Ofher Income, Cash Belamie of Provisions &nd Besearch pid Development Costs mefalisd
b Provesion of Dalehce Capabiliky.

4. Capital Expendiuwe includes Cagprial Expenditire reiaisd 1o Dparations




Figure 7 — Ministry of Justice

Spending by grant recipients

During the year the Department has provided funding to multiple programmes.

The most significant programmes included:

Total grant funding: £170.1m*

Youth Justice Grant

£71.6m
(2017-18; £71.4m)

To support reducing the level of
youth re-offending, the number
of first time entrants to the justice
systemn, and the use of youth custody

(2017-18: £179.7m)

fiines sevice
/

2 £11.Im
S (2017-18: £12.0m)

/" To provide emotional and practical
/" support and information to victims and
witnesses giving evidence at criminal
courts across England and Wales

Other grants

£19.7m
(2017-18: £28.4m)

Local Commissioning

of Victims Services

£67.7m
(2017-18: £67.9m)
Grants funded via 42 Police and Crime Commissioners which included £4.7m for Child Sexual Abuse for the
local commissioning of victims' services and additional payments for the delivery of local support services

To ensure that we have robust governance
arrangements and grant expenditure is achieving
value for money the Department set up a
Grants Challenge Panel in October 2017. This
has subsequently been taken forward as best
practice by the Cabinet Office. Panels were held
in the autumn of 2018 to review planned grant
expenditure for 2019-20. The purpose of the
panel is to:

= Assess individual grants and provide advice to
grant managers

* Consider the benefits and value for money
derived from grant payments

* Consider whether grants allocation is achieving

specified benefits and

* Consider whether grant funding is the most

appropriate, efficient and cost effective option.




Trend data

2.8

2.9

Trend data is a key aspect of reporting performance as it provides context
and builds trust in the information presented. The 2020-21 FReM mandates
that the performance analysis section of ARAs must include a prior year
comparator for the data presented. Data for years earlier than the prior year
should also be included where available and where this provides relevant
context. There is an expectation that trend data will build up over time as it
becomes available.

Below are examples of multiple-year trend data on specific performance
metrics taken from the Department of Health and Social Care, Whole of
Government Accounts and the Department for International Development.

Figure 8 — Department of Health and Social Care

Par
110. Demand for services provided in the heaith and care system continues to rise above

Figure 3: Emergency Admissi
Emergency admissions - per calendar day
: 500 o i
r: -: 0l 1 (5} .
5 2 1500 / S~ Bt £ s
= % s s -
E 34,000 "-LJ,____!‘. 1.4% =
E @ 3
£ 13 5o
5 1 18 =
Sourco: ALE attendances & Emergency Admission Statistics ™"
Figure 4: Elective Treatments
RTT Pathways completed - per working day
! L) -
£ z
AX 1o% B T
=& [ E=
C. O (LE ‘_E 7
2 =
i 3

Source: NHE England Consutant Led Referral to Treatment Statistics™. Data adjusted for non-submiftting Trusts and eschusion of
sexzal health senvices from 2013

111. Compared with 2017-18, the NHS managed nearly 987,000 (4.2% increase) more ARE

mance of the Healthcare System

population and demographic growth as better diagnosis and medical advancement means

miore treatment is possible. To meet this demand the NHS continues to deliver more

activity than ever before - as evidenced in Figures 3 and 4 - by the grow BTTETRE
i i t i t ents since 2010-11.

attendances in 2018-19, and an increase of 15.7% in people seen by a specialist for




Figure 3 — Department for International Development

Greening Government Commitments: progress against greenhouse gas emissions
consumption

Total Greenhouse Gas Emissions Consumption (tonnes CO,e)

EREN
AN
35
3000
A Target by 2020 - 1,916
o o
- = A5
1000 ppee AR S8 LBS i

500

Reductions In this area have been achieved through vanous inibatives, Including maving to & smaller
office in Londan (in 2013}, Intradusing a green mal {in 2010) and bromass bobler {in 20130 in
Abercrombie House, undertaking pointing works 1o improve the exterior falric in Abercrombie House

Figure 10 — Whole
of Government
Accounts

Income

What does government receive from taxes and other income?

The primary source of revenue is taxation, making up 87% of total public sector income.

201718 2016-17

£bn £bn
Taxation revenus Note 4 B61.6 628.1
Other revenue MNote 5 99.3 92.7
Total public services revenue 760.9 720.8

Chart 1.U: Income trends

£bn per finandal year

Source: HM Treasury

1.127 OQver the last 5 years there has been a 15% increase in the total revenue from
public services which is analysed in further detail below.




Balanced reporting

2.10

2.1

Figure 11 -
HMRC

Departments are expected to report the status of progress against their

Single Departmental Plan (SDPs) objectives in a fair, balanced and

understandable way

The example below from HMRC shows clearly performance against their

commitments, including where progress was not on track or where was a
risk to delivery. Building this transparency into reporting builds trust and
increases the value of the report to the user.

How we performed
in 2018-19

We have made important progress
in our core objectives, while delivering
on new and urgent priorties.

It's been a sucressiul year for us in deliverning our vl
purpose to raise money for the UK's public seraces.
We achieved record total revenus figures yet agan,
we had our best ever year for Seff Assessment returms
filed online, and we brought n more money than
ever before from tackling avoldance, evasion and
non-compliance.

We've alzo risen to the new challenge of preparing
for the UK to leave the ELL We're nght at the heart
of the government's preparations - mduwding hosting
the cross-government Border Delivery Group to
coordinate UK border plans, carmying out vital work
on customys and preparing businesses and ndiduals
for new rules. This important work has affected our
ability to meet some of our broader targets, and
we've had to scale back some of our plans to mprove
our degital services, but we've shown responsveness
and fAexibility in delivering our core funchions
atongside complex and otical new tasks

Objective 1:
Collecting revenues due and bearing

down on avoidance and evasion

We increased total tax revenues for the UK by 3.6%
on last year. There was a small increase in the tax
gap in 2017-18 {the latest year for which figures are
Fuanlabte) but it remamed at a near-record iow, We
contmued our strategy of reduang non-complance
by mirimising customer error at the earliest possible
stage, 5o we (an respond more robustly and
effectvely to deliberate fraud and customers

with complex tax affairs

How we performed against
our public commitments

n 3 1

an ik o okl to not o
O . i rwy ark
o |[o |o
Key performance figures
£627.9bn
fols tan revenues in HNE-19
£34.1bn

Adiitional tan genenaied by radiding avesdance.
ey st non-tomfilance

5.6%

Thee LAy $dw gap in 201718 - the differenme between
lax thaf ehondd B paid and what n actually pod

648

Cramarualy and frausdsters socorsaluilly oot

5.7%

Priapertaon ol error amd Praud within the tas eredit
wysdermon 2017418

£3bn+

Taw prodeted or genedaiod from tackSng
orgEnned crime

+ Read our full performance report on page 22
+ Read our full commitments on page 242



Future plans

2.12  Departments are encouraged to report on future plans in the performance
report. Departments are required to produce forward looking information as
it increases the value of the narrative surrounding the current year’s
performance including why decisions have been taken and how they
contribute to future ambitions.

2.13  The example below from the Foreign and Commonwealth Office clearly
articulates the department’s plans in the year ahead, using plain English and
a range of visuals. The example from the Ministry of Defence provides a clear
infographic that sets out planned expenditure in the next decade across a
number of areas.

Figure 12 — Foreign

syl FCO in the year ahead
Office

National Interest, Global Leadership

We lead HMG's global diplomatic netwaork to advance Britsh interests and act for the people of

the UK around the warld, supporting all UK Government activity overseas. As the UK leaves the

EU, we will seize the oppaortunities 1o deliver for a Glabal Britain as we protect our country and

our people, project our influence and valies, end pramote our prospenty overseas

The Foreign and Commonwealth Oifice has a Single Departmental Plan (S0F) that sets out owr objectives and
how wee weill achieve them. For the year 2018-20, we will have 11 Foreign Policy Priosity Outcomes, fadlitated
by our new Corporate Policy Priority Outcome, under the followang three strategec objectives: protect owr
people, project our influence and demonstraie diplomat lzadership, and promots our prosperity

N

Cross-Cutting Activity

Underpinning our Priarity Outeomes will be:
= Strang communications with international partriers and UK citlzens

= A twenty-first century diplomatic service ready to respond quickly to
glohal challenges by ensuting that It is well trained, has local expertise and
language skills, and the technolegy to work in an agile, collabarative way

= & wark force that both represents the madern United Kingdom
and benefits from the expertise of local staff, and that can utifise
madefn programme and project skills to ensure Impact and
value far money for our Official Development Assistance

= The ahility to host world class events — '

4 S
Expertise Agility Platform
= Shrateqy and pobey derhip and deivery > Menw techrickagy ntrodiced = A bigger, mare inpiacthil, growing giebal rétwork
> iemtional e, vl exprkoited ko wark that opersted giobatly, 247: LK HO, 174 oversei
K ey Smares Posts, 169 courines and ieriode. 3 ntematicnsl
> ?ﬁwﬁz“ﬁrﬁum inemationsl priofites S CARCRR criyaniations, cuer 12,000 stalf
Peograrmene enprowing > FCD prorades & hoene lor Dine K —defivenng
i e | Suppart servicss, Irssng up aH gavernment activRy averseis, suppariting 30
= Desp mourgry, multiaters and regions expertise timies far ant-ine diplomany ceariments and the Divabeed Adminstratiom,
= Profesmonal Expertas: negatistng, nflusncng, o » Agieworkioee sd thougf cur diplomatic netwark of Embees, Hagh
managemend, eofider ailange, snEanament. Fieitnres i, mesting needs Commmtions, Contdates and offices.
» Lsnguace skl of ELi Ext Global Beilain, and > |ruestment in, ard improusmen of the gidbal
B Alrics Stiatemy it 55 thit i is safe, decue and pramales
- Emmwlw; & prasitive Frage of the UK (o 8 goeesrren
ch=arimslE]

Our
values

4

l Resilience
]




Figure 13 — Ministry of Defence

Planned Expenditure on Equipment and Support between 2018 to 2028

Submarines
£44.8 billion
(afl Submennes srd Atomic Weapons Establishment

Information Systems and Services
£24 8 billion

Ships
E18.5 billion
ie.g- Ta5a, T26s, Owean Elizsbeth Carrier, Support Shippdng)

Air Support
£18.6 billion
{e.0. Vioympger, A400M, 5130

Land equipment
E£18.4 billion
e AJAK and peraonal egulprmsnt)

Combat Air
£17.8 billion
{e.g. Typhoon, Tomado, F-35)

Weapons
£13.8 hillion

(o, Adr end sea launchad missiles)

Helicopters
£8.6 billion
{20 Merlin, Apache, Chinook)

Intelligence, Surveillance, Target Acquisition and Reconnaissance
£4.9 billion
{&dr traffic menagemeant and multiple small programmes)

MNaval Bases
£3.2 billion

Logistic Delivery
£2 2 hilllon

Other
£2.5 billion

Departmental contingency allocated to Equipment Plan
£5.1 billion

Nuclear-related contingency dedicated to nuclear programimae
£1.1 billion

Source: MOD Equipment Plan 2018.




Reporting against Single Departmental Plans

2.14  Annual reports and accounts should report progress against the objectives
set out in Single Departmental Plans. It is important that reporting is fair and
balanced, showing instances where performance has been below what
expectation and goals and providing clear explanations.

2.15 Examples of best practice reporting against SDP objectives can be seen
within the reporting provided by HMRC and the Department for Transport
(DfT). HMRC's reporting details the department’s overall aim and links those
aims to individual key performance indicators (KPI's). Each KPI is then RAG
rated to clearly show progress. The example from DfT gives qualitative data
against SDP indicators as well as prior year comparators.

Figure 14 - HMRC

Progress against our commitments: Collecting revenues
due and bearing down on avoidance and evasion
We have committed to delivering further improvements to how we collect

revenues, and we set out our commitments at the start of each financial year
in our single departmental plan. In 201819 we set ourselves 15 commitments.

1

ﬂutuﬂtrad&‘o

some ek o delweryl'o

1

j o | on track or complete

o)

Commitments on track or complete include:

We exceeded our target of delivering compliance revenues of £30 billion.

We increased our ability to prevent alcohol and tobacco smuggling.

We are on frack to raise an additional £5 billion per year by 2019-20 to tackle tax avoidance and evasion.
We further strengthened our ability to police the National Mimmum Wage

o

Commitments with some risk to delivery:

v We are committed to invest £800 million to tadkle evasion and non-compliance - with a further £155 million
announced at Autumn Budget 2017 for future years. In 2018-19 we invested what we expected to n order to
continue tackling evasion and non-tompliance, but due to resourdng ssues our delivery has not been i line
with forecast. We are working on recruitment in 2019-20 to address this.

+ We continue to make progress towards our commitment of 100 prosecutions from oeminal imvestigations per
year by the end of this Parliament. The Fraud Investigation Service has delivered 42 prosecutions against a
plan of 30 for 2018-19 - however, there 5 a nsk of not delivering up to 100 by the end of this Parliament.




Figure 15 - HMRC

Objective 1:
. Key performance figures*
Collecting revenues .
: 3.6%
due and bearlng Increase in total tax revenues
down on avoidance T b
and evasion

£605.8bn

£34.1bn

. . Additional ta ted by tackli idance,
It's our job to make sure the whole s i R e

tax collection system functions well
- so that, ultimately, we bring in no
more and no less than the revenue

ot Rl £34.1bn

201748 QEaclofici.’]

due under the law.

5.7%
This means creating an environment where increasing Level of error and fraud within the tax
numbers of taxpayers voluntarily meet their credits system .

obligations and where they trust us to act fairly,
consistently and professionally.

201718 WA

201617 [-%ypd

r
Our aim is to make it effortless for individuals :
and straightforward for businesses to meet their
obligations, but we recognise that some will aif.uays ';::m“l: E:Ei;h:n:m "t“;elb;ﬂ“”@e:;i:’ that
seek to cheat the system. Where the right tax isn't
being paid, we use data and insight to make tailored,
targeted and proportionate interventions across all of
our customer groups, and take tough action against

= 201617

% 5.6% | 5.5%

J'I ° 01K increase

avoidance and deliberate evasion. This creates a level SR Y
playing field for the vast majority of UK taxpayers
who pay what is due.
£3bn+

How we performed againSt our Protected or generated from tackling
public commitments organised crime

1L 3 1

on track to risk to delivery not on track

complete

648
o o o Criminals and fraudsters successfully convicted

+ Read more about progress against our commitments
on page 36



Figure 16 — Department for Transport

SDP indicator I Current Previous

MNational Rail Passenger Survey, Great Britain: passengers satisfied
with their journey (%)

Passengers satisfied with their journay B83% B81%
[current data = Autumn 2018, previous = Autumin 2017)

National Road User Satisfaction Survey: satisfaction score most recent
journey, users very or fairly satisfied with elements of most recent journey

(il Satisfaction score for most recent journey taken on the Sirategic Road Network 88% A0%
(6) Users very or fairfy safisfied with slements of their most recent journey
(a) Safety 0% 90%
(b} Upkeap 85% 89%
(c) Information provesion 9% 92%
{d) Journsy time 87% 88%
Igj Roadworks managesment 61% 63%

[current data = 2018-19, previous = 2017-18)
Use of smartphones/apps for journey planning

(cument data = December 2018, previous data = December 2017) B5% B4%
Proportion of trains running on time, Great Britain
{cwrrent data = Q4 2018-19 (prowvisicnal), previous data = 2017-18) BB.3% 87.8%

Proportion of non-frequent bus services running on time, England

{currant data = 2017-18, previous = 2016-17F E3.0% 82.7%

Average excess waiting time for frequent bus services, England

Data is available at kocal authority level, and is not collected nationally nfa nfa

Average delay on strategic roads and average delay on local ‘A'roads,
England: Strategic Road Network and Local ‘A’ roads

(1) Strategic Hoad Metwork 94 9.2
[ Local ‘A’ roads 431 471
(currant data = 2018-19, previous = 2017188

Proportion of flights on time [within 15 minutes), UK (%)

{current = 2018, previous = 2017) [CAA's methodology for measuring flight accuracy has
changed and the 2018 position is not comparable to the 2017 position]*

1 Source: Tramsport Focus.

2 Source: DT Bus Statistics. 'On time' is defined as between 1 minute early and 5 minutes 52 seconds kate.

3 Source: DT Road congestion and travel times. Units: seconds pervwehicle mile. Note: Due to changes in the traffic flow wesghting in 2017,

a step change has been infroduced io the 2019 estimates of average detay. The 2018 data was calculated for quality assurance purposes
and used to calculate the 12 month roding average.

4 Source: DT Anadysis of CAMA Punctuality Dafa. Note: “On time” is defined as between arriving earty and up to 15 minutes late, selected L&
airports only. The CAX's methodology for measuring fight performance has changed and the 2018 positson is not directly comparable fo
the 2017 position.

1% 3%
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Reporting activity by projects and key policies

2.16 In order to effectively tell their story, departments should report on the
performance of their major projects. Examples below taken from HMRC and
MoD outline several ways in which this can be done effectively.

2.17  The example taken from HMRC links statistics to project performance and
again uses plain English to explain performance on an important policy. The
example from MoD biefly outlines progress on the project from when it was
announced as well as future expected cost and timescale.

Figure 17 — Ministry of Defence

Continuous at Sea Deterrence

Our independent nuclear deterrent deters against the most extreme threats to our way of life, both now
and in the future. It provides the ultimate guarantee of our national security, and is a major part of this
Government's commitment to ensure the safety and security of its citizens. The Royal Navy's Vanguard
Class ballistic missile submarines currently maintain deterrent patrol missions, sustaining Operation
RELENTLESS which delivers the Continuous At Sea Deterrence (CASD) posture, which has been
uninterrupted since April 1969. In 2016, Parliament voted overwhelmingly in favour of retaining the UK's
nuclear deterrent, endorsing the Government’s plans to maintain the deterrent beyond the life of the
existing system and replacing the current submarines with four new Dreadnought Class ballistic missile
submarines. This will ensure that the UK has a credible, independent and capable nuclear deterrent out
to the 2060s and beyond.

The commencement of building the Dreadnought submarines was announced by the then Secretary of
State for Defence on the 1 October 2016. Over £1.5 billion of investments have been made to support
the second delivery phase of the Dreadnought programme so far, which commenced in April 2018.
The Dreadnought programme remains on track to deliver on time and within the £31 billion (excluding
£10 billion contingency) forecast.
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Figure 4 - HMRC

The UK tax gap

The tax gap is the difference between the amount of tax that should, in theory, be paid to HMRC, and what is
actually paid. We use a percentage tax gap to understand compliance trends over time. The cash figure is affected
by economic growth and changes to tax rates, whereas the percentage gap takes the impact of these factors

into account.

The tax gap for 2017-18 (the latest figure available) is estimated at 5.6% of liabilities (£35 billion), which means
that HMRC collected 94.4% of all the tax due. Overall, the tax gap has fallen from 7.2% in 2005-06, with some

year-on-year variations.

Figure 3: UK tax gap in 201718

9.6%

© o.1%increase on 201617

Value of the tax gap: 2017-18
By customer group By type of tax By behaviour

£5.2bn Corporation Tax
- £2.7bn Excise duties

- £1.6bn Other taxes

Large businesses

Criminals

£4.9bn Cnminal attacks

Mid-sized businesses

Individuals

tatior
k
Non-paviment
A oy L L
Error

Hidden economy
1 [T = income tax, NICs — National Insurance m Riskinss
Contributions, CGT — Capital Gains Tax PvoiGance

Of the £35 billion tax gap, the largest proportion (40%) can be attributed to small businesses, followed by large
businesses at 22%. The tax gap is due to a range of behaviours, some deliberate - such as evasion - and some
non-deliberate - such as error and failure to take reasonable care

We are taking steps to tackle the underlying causes of the tax gap - reducing error by making it easier for
individuals to pay tax through online digital services, and by launching Making Tax Digital for VAT-registered
businesses, which requires them to keep digital records and submit their VAT return using compatible software.
You can read about the steps we're taking to respond to evasion and criminal attacks on pages 29 to 33.

HMRC's Measuring tax gaps report go to
www.gov.uk/government/statistics/measuring-tax-gaps



Unit cost information

2.18 Reporting on the unit cost of key services of an entity’s activities can provide
a unigue insight into the value that the organisation brings. Feedback from
both Parliament and other users of accounts has indicated that unit cost is
useful, and where unit costs are central to decision-making or accountability
for the organisation, then they should be disclosed

2.19  The example below from HMRC is a good example of reporting unit costs.
Not only is the unit cost of a key service is outlined, and information includes
five-year trend data. The unit cost information is also linked to other
activities and targets of the organisation, therefore providing context.

Figure 19 - HMRC

Together with our increasing revenues, these efficiencies mean it costs us around half a penny for every
pound of tax revenue we collect - that figure has dropped from 0.58 of a penny in 2014-15 to 0.52 of a penny
in 2018-18.

Figure 9: Cost of tax collection 2014-15 to 2018-19 (pence per £ collected)

0.66
0.64
0.62

0.60

0.58

0.56

0.52p

0.54

half a penny
What it costs HMRC for every

- £1we collect

0.48

0.46 2014-15 201516 201617 201718 2018-19

Becoming a sustainable organisation

The 2016-20 Greening Government Commitments set a challenge for us to reduce the environmental impact of our
estate and operations. They also form part of our contribution to the global Sustainable Development Goals.

How did we do?

10% 16% 1,474

less waste generated in cut in emissions from our fewer UK flights taken by
2018-19 compared to last year | estate and business travel our staff compared to 2017-18
compared to 2017-18

We have made further progress in our commitment to reduce our environmental impact. We cut paper usage by
44 million sheets in 2018-19 compared to the previous year, while our water usage reduced by 5%. The amount
of our waste diverted from landfill is now 99%.
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Chapter 3
Accountability

3.1

3.2

3.3

The purpose of the accountability section of the annual report is to meet key
accountability requirements to Parliament, being the primary user of annual
report and accounts. It is important that accountability disclosures are
presented in a way that meets the needs of users.

The accountability report is made up of three sections: A Corporate
Governance Report; a Remuneration and Staff Report, and a Parliamentary
Accountability and Audit Report. Entities should provide an overview of
these sections and explain how they contribute to an entity’s accountability.

This chapter highlights some examples of best practice in accountability
reporting in departmental ARA’s

Risk reporting and Governance

3.4

3.5

3.6

Risk reporting appears in both the performance and accountability reports in
ARAs. The performance report should provide information on the risk profile
of the organisation — the risks it faces, how risks have affected the
organisation in achieving its objectives, how they have been mitigated and
managed throughout the period and how this may affect future plans and
performance.

The accountability report should explain the responsibilities for risk
management and internal control systems and the ongoing process and
structures used to identify, evaluate and manage the principal and emerging
risks faced.

The examples below from the Ministry of Defence (MoD), Department for
Transport (DfT)and Department for Digital, Culture, Media and Sport (DCMS)
demonstrate both aspects of risk reporting. The examples from DfT and
DCMS present the risks facing the organisation alongside the risk direction
(how the risk has developed throughout the year) and the mitigating
activities being undertaken by the department. The example from MoD
effectively shows the responsibilities for risk management and internal
control systems in a clear diagram.
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Figure 20 — Ministry of Defence

Risk Management Framework

Whio doea winl?

The Board have oversight of ihe top risks of the
Department. ExCo i resporeshie jor reviesing that

TLE/DW/Functons ane nesponsiole for effectve TLE
mentification and maropament of risks o wikhin (al:¥}
accepinbie levels ensunng robust rsk Fonciomn
management acihities ame mplsmented. FAVIETS

on the quakty of the Mk submessions
and owernll fsk mansgerment

Comparate Effectiveness jonserd pian
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PR A QONEITIGNCE [ e

Framewarkes exist bo idendify, assass
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- mrid contial
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DFRA arnlyse risk informatan
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Figure 21 — Department for Transport

Table 14: DfT's top-level risk themes for 2018-19'%

_ Gy

Direction of risk trend at year end and

explanation of rating and trend

1. EU Exit: » Critical paths developed for main
There could be an adverse e =

impact on our links to Europe, Pregramme boards established to
our transport senvices, associated oversee negotiations, contingency
industries and our economy planning and operations.

ariging from the UK's exit from . .. Continued active managament of the
the L. Close Involvement with the government’s risks going f rd, including :
gmgﬁ;&mﬂ:ﬁf“mﬁ1 1o contribute ta negotiations, though
S ants. gove acknowledging continuing uncertainty.
* Dedicated resources to deal with
increased requirement for legislation.
2. Environmental: » The policies and ambitions set out in

our focused modal strategies — Road to
Zero, Maritime 2050, Aviation 2050 and
our challenge to the rail sector to remove
diesel only trains by 2040 have put the
UK on a pathway to make substantial
emissions reductions right across
transport.

» The Clean Growth Strategy, aims to
accelerate the pace of “clean growth’,
and achieve our economy wide

Adverse impact on the
environment and public health if
greenhouse gas emissions (GHG)
and air quality targets are not met.
Climate change is one of the most urgent
and pressing challenges we face today, and
the UK is committed to tackling it. The new
‘net zero' greenhouse gas emissions legal
target will require a step change in sustained
Government action. The challenge is also

intermediate GHG reduction targets, pressing in the context of our binding carbon
» The Road to Zero strategy sets out s
the detail of the UK's pathway to The Department is committed to playing

Fero emission road transport and an its fullest robe as we decarbonise the UK
investment of nearly £1.5 billion between  economy. We continue to implement our
2015 and 2021. existing commitments. However, with
transport accounting for an increasingly large
share of the UK's greenhouse gas emissions,
we recognise the need to increase our
ambition and step up the pace of progress.

The Department remains committed to
enabling the delfivery of local air quality plans.

» The Clean Air Strateqgy sets out the
approach for meeting the 2020 and 2030
national air quality emission ceilings.

» Continued the delivery of the 2017 Air
Quality Plan for Nitrogen Dioxide.

3. Disruption to services: » A proportionate risk-informed approach
to pricdtising DIT and industry work on

et 1o g e of nart o tho counter-terrarism and cyber, drawing on

public and disruption to our int ;
! ormation from all stakeholders [DIT,
me'#:sblifmﬁifg'ﬁia ity other government departments, security
i 7 community, police and industry}. i :
network. The likelihood of attack, whilst varied across

Large risk-informed science and
technology research programme 1o
improve security standards.

the mades and types of attacks, remains
high In certain aspects. Industry must
continue to implement effectively maturs,

madal regimes to manage the resultant
risks. Those regimes must also evolve to
meet changes to the threat - lessons are
being leamed from previous attacks to
increase resiience and set policy direction,
including working with the Home Office and
police forces.

¥ Maodal specific protective and reactive
counter-terrarism and cyber security
programmes.

» Public awareness campaigns such as
‘See it, Say it, Sorted’ coordinated with
Home Office and police forces.

» Regular contingency planning and
associated exercises 10 ensure we are
best placed 1o respond to the variety of
incidents that could impact on transpart.
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Figure 22 — Department of Digital Culture Media and Sport

Risks affecting delivery

During 2018-19, DCMS continued with a rigorous approach o risk management of the top-
level challenges which could hamper delivery of key priorities. Strategic risks were
categorised in line with the SDP objectives and overseen through our Risk Framework. The
table shows significant risks that the department faced during 2018-19:

Single Departmental Flan Direction at year

end

Cross-DOMS pricitisation

A lack of capacity to defiver  Emercise 1o scops EU Exit
impacts and over 110 officials

Global: mcreasing requirements of N dindl fraum Gt
. 7 ECOn ary
EU Exit g By ol Mongauie ot roles. A significant number of
preanty werk. others were drawn In {o support
EU Exit wark alongside primary
o roles. F o
N N B
Faill 1o collabarale effectvely
; Engaged extensively with
wilh clitizens, businesses stakehalders outside of
and soclety as & whole in government, with a strong central ”
the development of digital jeéned-up narrative guiding
econarny palicies (for DCMS' approach
exampie, the Digital Charler),
\ F Y Fan 7
' “ s ¥ d "\
Digital _ Continued ko wark closely with
Connectivity: Intesuptions to informatian National Cyber Security Cauncil
networks and a loss of fo engure @ joint coordinated
Wbﬂl’ SEE“HW response o any nsks that would
in the tel critical data may ooccur due to !
n the telecoms e e arise due lo cyber attacks. This
and broadband bt ; included publication of the Cyoer
industries Governance Health Check 2018.
P F %N F
i - r - R

AR f Established close workin
Participation: Increasing demands cn relationships with delvery pﬂ?h‘ll!rﬁ
First World War capacity and capability ead and ensured invited members
centena ry eve nis to an adversa impaﬂ an of the FIIJHi'l: were well briefed,
and other major delivaring high orofie sverte. Maintained sufficient siaffing levels
avents j R 1 and ensured good knowledge

managemeant twoughout,
Warked closely with ministers,

Failing to deliver providing regular updates

on progress to fhe Cabinet

: groundbreaking policy, such :
Society: 25 the Online Harms White Secretary. Used intemal “
Intarnet safety resourees effectively, engaging

Paper. with partners and siakehaolders,
which led ta publication in April
L 2019, J

~
L
F
L

' i -3
Conducted effective business
Agile and o ks sufcient | | P00 TN oEE
Efficient: resources o deliver i year, Set up a dedicated team 0
13 Spending review commitments and vision, and additional Governance
structures to prepare for the
Spending Review.

The arrows indicate the trend of risk across the year as a result of mitigating actions and final position
of risk at the year end.
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Figure 23 — Ministry of Defence

Governance Framework
The following diagram detsils the MDD Board structure and its sub-committess.

Defence Board Sub-Committees and the Executive Commities

Detence Council
{Chair: SofS)
Enabées Mnmsters and Chiefs to
discuss instifutional health and
overall sirategy
—————————— r w
Defence Safety Dafence Audit and
and Environment mﬁ:h ol sgaﬂd Pl Risk Assurance
Committasa Committea
(Chair: PUS) S {Chair: NED}
—
—————————— Executive Committes RS R e A e e
Chiefs of Staff {Chair: PUS) | Defence Dalivery |
Committes : Aurs the Department of State | Group
(Chair: COS) Defence Board NEDs {Chair: COS ¢ PUS)
I - 7 d‘tﬂ'ldhl—m!'ﬂ'lﬂ' L = Em s oms mw ommw s
[
Dredenos
Nuclear Transtor- investment vy o
Executive imsation Approvals People e G it
Board Baoard Commitles Commities T el
{Char: (Chair: {Chair: {Chalr: NED) m’:;']'f I:r[% o
PUS o) DG Fin) i
VeDS) PUS / COS)
Hat all other committees are shown, but all will escalate thedr busaness to, and formally report o, ExCo.

ot |

k. ==

Elandalone advisory bodies

Formal subcommitisss of the Defence Board

Defence is a complax enterprise imeohving multipie organisations with a legitimate requirement to be
consulted and imeolved in decision making. = govemance architecturs is, thersfore, more complicated
than some other departments but necessarily so. The above diagram provides an oversaw of the main

Boards and Committess within MGD.
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Remuneration disclosures

3.7  The remuneration and staff report sets out the entity’s remuneration policy
for directors, reports on how that policy has been implemented and sets out
the amounts awarded to directors and where relevant the link between
performance and remuneration. In addition, the report provides details on
remuneration and staff that Parliament and other users see as key to
accountability This example below from the Home Office extends beyond the
minimum requirements set out within the FReM and provides information in
multiple formats including a breakdown by headcount and detailed
breakdown of spend category (consultancy, agency costs etc).

Figure 24 — Home Office

Consultancy Services 2018-19 total expenditure 2017-18 total expenditura
(E000) {E000)

Haome Office cone Department 20,195 12,313

Disclosue and Barring Sarvice 1,168 415

Collega of Policing 1,342

Sacurity Industry Authaority 28

Gangmasters and Labour Abuse Authority T

TOTAL 23,44 12,728

Contingent Labour/Agency Cosis

2018-19 total expenditure

2017-18 total expenditure

(£000) (£000)
Haoma Office core Dapartmeant B7. 314 70,148
Indepandent Office for Police Conduct 1,707 2,663
Callega of Podicing 5,892 7.826
Disclosure and Barring Sarvice 1,251 G687
Sacurity Induwstry Authority 384 471
Gangmasters and Labour Abuse Authority 2 27
Office of the lmmigration Services Commissioner 35 5
TOTAL 08,685 m 72y

Total Consultancy Services and Contingant

2018-19 total expenditure

2017-18 total expenditure

LabourfAgency Costs (E000) (E000)
Haorme Cffice core Departiment 107,509 82 461
Independant Office for Police Conduct 1,707 2,563
Collegs of Policing 7.334 7.826
Disclosume and Barring Sarvica 2420 1,102
Sacurity Industry Authority 1,112 471
Gangmastars and Labour Abuse Authority g 27
Office of the mmigration Services Commissloner 35 B
TOTAL 120,126 94,455
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Figure 24a — Home Office

Off-payroll engagements

Folliowing the Review of Tax Amrangements of Public Sector Appointees published by the Chief Secretary to the
Treasury on 23 May 2012, depariments and their arm's length bodies must pubdish information on their high
paid and/or senior oft-payroll engagements,

The tables below provide the total number of off-paymll engagements, who are earming more than £245 per
day plus new engagements during the year and a table showing those who were board members or senior
officials during the year.

Table 1: This table shows the number of off-payroll engagements as of 31 March 2013, for more than £245
per day and that last for longer than six months.

Al existing off-payroll engagements, outlined above, have at some point been subject to a risk-based
assessment as to whether assurance is required that the individual is paying the right amount of tax and,
where necessary, that assurance has been sought.

Main Agencles AlBs
Dapartment

Mumber of existing engagemeants as of 31 March 2015 181 L]
Of which:
Murmber that have axisted for lees than one year at time of reporting 82 . 1
Mumbyear that have existed for betwaen ong and two years at time of T2 2
repoting
Mumber that hava axisted for between two and theee years at time 25 2
of rmporting
Mumbnar that have axisted for between three and four vaars at time 2 - 0
of mporting
Mumber that have axisted for four or more yaars at time of reporting o . 1
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Figure 24b — Home Office

Distribution of Headcount of Senior Civil Service (SC3) salanes (actual) as at end of March 2019

Salary Bands SCS within the range as at end of March 2019 Percentage
£65,000 - EF0,000 3] 2.30%
£F0,000 - £75,000 24 8.27%
E75,000 - E80,000 45 17.87T%
80,000 - £85 000 44 16.90%
ERS, 000 - 80,000 38 14.67%
£60,000 - 85,000 26 10.04%
£85,000 - £100,000 18 B.95%
£100,000 - £105.000 T 2.70%
£405,000 - £110,000 8 3.00%
£110,000 - £115,000 10 3.86%
£115,000 - £120,000 7 2.70%
£120,000 - 130,000 & 2.32%
£130,000 - £135,000 L] 1.93%
£135,000 - £145,000 7 2.70%
£150,000 - £156,000 1 0.39%
£155,000 - £160,000 1 0. 39%
£160,000 - £165,000 2 0.7 7%
£165,000 - £170,000 1 0.30%
£185,000 - £190.000 2 0.77%
£190,000 - £200,000 i 0.38%
Grand Total 259 100.00%

1 Therm s ons SCE axcluded from this st as their salary is not held on the Home Office payrod systen

Staff numbers are headcount of 5C5, including grade equivalents.

Where individual £5k bands contain less than frve indviduals, some have been combined as per OMS
statistical disclosure controls. However, those eaming above £150k are subject to full disclosure.

Figures are for cument paid civil senants only, in line with ONS guidelines on headeount reporting.
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Statement of Outturn Against Parliamentary Supply (SOPS)

3.8  The Statement of Outturn against Parliamentary Supply (SOPS) is unique to
the public sector and shows the year end outturn against the Supply voted
earlier in the year by Parliament. It is a key accountability statement, showing
whether entities have operated within the limits (also termed control totals)
which Parliament has provided statutory approval for. As part of the
Statement of Outturn against Parliamentary Supply. It is important that
variances between the Estimates and the actual spend of a department is
explained clearly and effectively.

3.9 The examples below from the Department for Work and Pensions (DWP) and
DfT include a breakdown by Estimate line, allowing easier comparison
between the planned spend and the actual outturn of each estimate line
.They also provide a brief and understandable explanation for the variance

within each Estimate line.

Figure 25 — Department for Transport

Lot {onvar}y

Expenditire Ling Lndes

Resource DEL

Explanation of variance

C: Highways England 2371 273 342
[Met)

Highways England did not utiise E280m of contingency saught for
depreciation. A prudent forecast was adopted for the Supplementary
Estimata based on tha condition of the Strategic Road Matwark and
ultimately the final charge was within the bedget olerance,

0: Suppart for (186) {33) 153 The Department recclgﬁ;&ad more incomia than expectad mainly dua

Passengar Rail to the performance of some train operating companies, and unutilisad

Senices contingency sel aside for varlous negotiations,

Resource AME

W Netwaork Rall (Wet) 7046 8267 1,221  This underspend is related to derivatives on financial instrumants
moving £0.2bn in the opposite direction to the £1bn that we held in
confingency for such movements.

Capital DEL

R: H'rgh Spead Two 2,056 5.190 134 The undﬁsspena relates to cuﬁ-tingency held for VAT and changr:‘-,s to

Ltd (Net) the profile of Phase 1 spending.

Capital AME

Vi Network Fail (Net) 5,383 5,740 357
AC: High Speed Rail {98 750 B4R

AD:High Speed Two (230) 32 262
Ltdl (Net)

This underspend was mainly due to increased asset divestment sales
and lower than expected spend on enhancements,

This underspand was due to provision cregtion for land and property
being lower than anticipated.

Tht.; L;"-IdErEpEI'Id relates to the contingency held for the HSZ2 VAT
provision. Tha provision was reclassified o accruals, which has an equal
and opposite impact on Capital DEL. Mote 23 provides further information.
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Figure 26 — Department for Work and Pensions

Variances

At the start of each year, we estimate our costs for each budget type and we monitor these throughout
the year and revise at the Supplementary Estimate. The size and complexity of our budget, along with
economic, environmental and social changes, means there will inevitably be some variances for our
Estimates. Significant variances are:

Limit  Outturn Variance Explanation of variance
(Over)/
Under
Estimate Line £'000 £'000 £000
Voted Expenditure DEL
Employment 219224 284835 {65,611) Within 2018-19 there was a major change in the Employment Programmes
Programmes - Resource operated by DWP. Eventual full-year outturn opplied to this subheod was higher
than the limit applied at the time of the Supplementary Estimate due to the
difficulty in forecosting for complex new programmes.
Other Progrommes - 121,932 93,000 28932 NEST Loan requirements have reduced due to achieving a higher than forecost
Capital reveniue from NEST pension scheme members. Efficiencies have also been
achieved by increased use of online services for employers and memkers. In
addition, DWP hos maintoined its full S5R15 funding limit agaoinst this category at
the Supplernentary Estimate in recognition of uncertainty over Copital outturn
during 2018-19.
Voted Expenditure AME
Financial Assistance (1,394,000 (1,636,130 262030 The process for calculating the impact of discount rates associoted with FAS
Scheme - Resource changed during 2018-19. This, combined with inherent uncertointy over the
forecast of cash flows ot the time of the Supplementary Estimate, meant DWP
applied a margin to the value of the provision calculation in the Supplementary
Estimate.
Universal Credit Inside 6,600,354 5935344 755,010 At the Supplementary Estimate ollocation of expenditure between inside and
Welfare Cap - Resource outside the welfare cap wos bosed on on estimation, this has been revised
Universal Credit Outside 1,901,336 2195266  (293.930) Il;{:ding toa redu_t;inn in the amount recorded inside the cap and an increase in
Welfare Cap - Resource the amount outside the cap.
Universal Credit [nside 167,213 135,931 31.282 At the Supplementary Estimate allocotion of expenditure between inside and
Welfare Cop - Capital outside the welfare cap wos bosed on on estimation, this has been revised
Universol Credit Outside 44 449 50,276 (5,827) I;uding to c;le-l.‘iu%iutr;‘in the amount recorded inside the cop ond an increase in
Welfare Cap - Capital & amount outside the cop.
Other Expenditure - 1,051,282 (2,791) 1,054,073 At the time of the Supplementary Estimate, anticipated accounting provisions
Outside Welfare Cap - for liobilities relating to benefit expenditure were recorded on this line.
Resource
Other Expenditure - 86,918 29373 57,545 Support for Mortgage Interest which changed from o benefit to o loan from
Outside Welfare Cap - 1 April 2018. Data wos not ovailable to accurately predict outturn ot the time of
Capital the Supplementary Estimate.
Non-voted Expenditure AME
Expenditure Incurred by 2508786 2053902 454884 The mainreason is due to the expenditure on Cold Weather Payments being
the Social Fund - Resource lower than provision. The weather is inherently difficult to predict therefore
provision always includes a margin.
Expenditure Incurred by (29,027) (8O 764) 51,737 Recoveries of Social Fund loans higher than anticipated.
the Social Fund - Capital
Other Contributory (80,1500 (208,943) 128,793 The variance represents an adjustrment to the impairment for Tax Credits
Benefits - Resource tronsferred in 2018-19. Debt was transferred at o higher rote of impairment
than the rate we impair ot, which is representative of rates of recovery for our
benefit overpayment receivobles. This adjustment was not ogreed at the time
of the Supplementary Estimate.
Jobseeker's Allowance - 191,201 154,386 36,315 Outturnis lower than forecost due to lower unemployment ond a greater
Resource impact of Universal Credit.
Vioted Expenditure Non-budget
Caosh Paid into the Social 2534544  2081,317 453,227 Cold Weaother Poyments were lower thon anticipated at the time the funding

Fund - Resource

was finalised in the Supplermentary Estimate ond loon recoveries were higher
than expected. Consegquently, there was o reduced cosh reguiremnent to be paid
into the fund.

Department for Work and Pensions Annual Report and Accounts 2018-19
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3.10 The examples below from DCMS have been identified as best practice in
SOPS reporting as they extend beyond the requirements of the 2018-19
FReM and meet a number of new reporting requirements set out in the
2019-20 FReM despite being produced a year before. The example includes
commentary against the financial position, breakdown of outturn by
business area, examples of reporting by budget type, a financial review
diagram as well as trend data. Please note that these examples have been
taken from 2017-18 accounts

Figure 27 — Department of Digital Culture Media and Sport

Trends in total expenditure over the last six years

The table below™ shows the department's outium by budget type for curent and prior years:

2012413 7 2013147 2014415 2015-18 201617 201718

Type of spend — = = = == =
Voted DEL - N - - N
Rescurce DEL Admin 280 208 23 211 102 180
Resource DEL Programme  3,322' 1,089 1,183 1,082 1407 1427
Capital DEL 342 (18)' 228 328 75 381
Total Voted DEL 3933 1,261 1604 1621 1874 1968
Mon-voted Resource DEL {60} (55 (53) (52 i50) (33
Total Voted and Non-Voted 3873 1,206 1551 1569 1824 1935
Voted AME
Resource AME 3031 2911 3383 3201 3130 3051
Capital AME (88} 104 118 20 141 158
Total Voted AME 2942 3015 3481 3221 3280 3207
Non-Voted AME
Resource AME 1450 1300 1504 1,070 1285 1214
Capital AME 537 5N B02 454 54 440
Total Non-Voted AME 1987 1923 2196 1524 1799 1,663
Total Voted and Non-Voted 4929 4938 5677 4745 5073 4870
Total Expenditure BE02 6144 7228 6314 6903 6805

Total Voted and Mon-Voted Expenditure by budget type:

3,000
8,000
7.000
5,000
5,000
4,000

3,000

£ milllons

2,000

1,000

a

20M12-13 201314 2014-15 2015-16 201617 211718
B Resource DEL Admin BR=source DEL Frogramme W Capkal DEL Voizd Resoune AME
BVioied Capital AME Mon-oled Resounce AME ENon-Voted Capkal AME

12 Al figures are presented as reported In e Statement of Parlamentary Supply In those years' aceounts. They
nhave not been adjusted for any restatements artsing from non-budgetary prior penod adjusments, Machinery of
Gowemment Changes or eimors.

188 |ngiudes £1,575m for London 2012 Clymples (neluding depreciation) and £502m far Ciymple Legacy
Programmes.

"®" |nciudes £256m for Office for Civl Soclety not Incudad In prior years.

"% |nciudes net capiial Income of £184m relating 1o Olympic disposals.

"™ |ncrease to prior year predominately refates to an increase In BBC expendiure.
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Figure 27a — Department of Digital Culture Media and Sport

DCMS Outturn by Business Area

\Vi
D] s
£3.193m £1.031m £51[lm

(£22m

Total Net Expenditure

3,500

3,000
2,500
2,000
1,500
1,000

500

Resource DEL Resource DEL Capital DEL Voted Voted Capital Non Voted
Admin Programme Resource AME AME AME

£ millions

W 2016-17 Outturn W 2017-18 Quttumn




Figure 27b — Department of Digital Culture Media and Sport

Financial Review

Each year Parliament approves the total funds available to the department to spend against
specific objectves (within agreed budgetary limits). It is against these limits that the
department, as guided by HM Treasury's spending control framework, is held accountable
for its performance and the use of taxpayers’ funds. The diagram below explains the
different budgets managed by the department and their purpose:

£6.803 million
Total Expenditure
Total amount that the depariment spents.
This Is sgit Info eategories of expendiure: DEL and AME (Vioied and Not Voted).
|
| |
Vioted Mon-Voted
I |
| | |
£1,968 million £3.207 million £1,663 million (£33)
Dq::’hngfhl Annually Managed Annually Managed million
Expenditure Limit (DEL) Expenditure (AME) Expenditure [AME) DEL
Budgets are firm, planned Budgets are voiaile or Budgets are voiathe o Eudget for
mmm% demandHed In a way that demandHed In 3 way that Epecirum
In Spending ".?E"‘ the Deparment cannot the Deparment cannot recepz (3l
are linked 1o the Conirol. Ol Resourte
Diepartments oojectives Adminl.
£1,617 million £3,051 million £1.214 million
Resowrce DEL Resource AME Resource AME
Spending on lems which BEC expendiure and All expendiiure
™ sonotgiversetoanasset [ n'“'a'f"mm tula;[lrﬂu:l-;rm
mowements In reiation o Tor dormant accounis) Mat
prowisions and furded does nof ghve rise toan asset
DENSION SCNEMES.,
£33 million £136 million £449 million
Capital DEL Capital AME Capital AME
Expendliure for the | Expendiure on asseis and N 3ssats and
=1 purchass of assets, IMveEmeEnts predominaey 1 Investment by all lotery bodles
nm::ﬂaumné he BBC. and caphial grants to thirg
o fund of
i purcace of acoke e pachaee
— 1
£130 million £9 million £1.427 million £140 million
Mnﬂahm Ringfenced Programme Ringfenced
{Admin) Al depreciation Fronfine costs Annual depreciation and
sff, accommaodation which are
irent, rates, utiites and associated with
""“"E'"I'I_I_“-‘“'""m E£181 million fonline sendce £1.287 million
siecammunicasens =) Non-Ringfenced - e
All Diher expendiure. All piher expendnure.,
I
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Figure 27¢c — Department of Digital Culture Media and Sport

The voted outturn was lower than the Estimate in all categories. The commentary that
follows relates to the key features of the outturn position as reported in the Statement of
Parliamentary Supply and the supporting analysis in SoPS Notes 1.1 and 1.2.

Resource DEL

The voted resource DEL outturn position as reported in these Accounts is £1,617.6m, which
is £314.2m (2016-17: £95.6m) or 16.3% lower than provided in the Estimate. Excluding the
exceptional underspend of £213.0m related to litigation costs (see below), the underspend is
£101m, or 5.9%, including underspends on ring-fenced budgets. The main reasons for this
variance are:

Museums and Galleries sponsored ALBs (Line B) shows a £46.7m underspend of which
£12.0m relates to depreciation identified as excess to requirements across a number of
ALBs. The remainder relates to budgetary freedoms (under which the Department's more
commercial ALBs operate, which allows them to utilise their own reserves by drawing down
Estimates cover), including the effect of late donations and pledges, additional income raised
from a number of sources, including improved trading, exhibitions, investment income,
property sales and unexpected operational slippages.

Libraries sponsored ALBs (Line C) shows a £5.7m underspend of which £2.5m is due to
unplanned donations. The remainder is due to slippage on a number of major projects,
including St Pancras Transformed.

Support for the Arts sector (Line D) shows an underspend of £3.3m, this is due to £3.0m Hull
City of Culture legacy bids which should have been recorded against Estimate Line E (Arts
and Culture ALBs).

Heritage sponsored ALBs (Line |) is showing a £4.2m underspend, of which £1.8m relates to
excess budget cover for depreciation that was not required. The remainder is due to project

Chart to the right
represents the net Objective 5. Society
group expenditure on 3500

Society by budget

type. These budget 2,500

types are explained on
page 131.

£ millions

v — I
—_ e - .

Arsource OEL  Fesourc D€ Capital OF Woted Resnurce  Voted Capatal  Mon Vabed AN
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Staff turnover disclosures

3.11  From 2020-21 it is mandatory to include staff turnover data in annual
reports and accounts. Information should be provided with sufficient
explanation and context, including trend data where appropriate and
available.

3.12  Currently only a handful of departments provide staff turnover data within
their staff report. HM Treasury has included the staff turnover percentage
with a prior year comparator. This could be improved further by providing
explanation and context to the figures presented.

Figure 28 — Her Majesty’s Treasury

Staff Report®

Workforce dynamics
Core Treasury workforce breakdown

31 March 2019 31 March 2013

Workforce Dynamics Recruftment Exemptions3? (number) 88
Annual TUIMGVES rate % 218 212

Workforce Diversity (%)% Black and Minority Ethnic 17.0 159
Women 463 46.5

Disabled E0 6.8

Fart time 11) 16

LGET 6.6 52

Diversity of Senior Civil Servants only ()33 Black and Minority Ethnic 59 5.8
Women 50.0 452

Women (Top Management Postsy4 515 50.0

Disabled 34 29

Part time 18.6 113

Attendance [AWDLY® Aciual (days) 26 24
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Accessibility

3.13 Different users of the annual reports and accounts have different accessibility
requirements. Best practice is to provide both print friendly reports and web
friendly reports online, as per the example below from Cabinet Office.

Figure 29 — Cabinet Office

Documents

Cabinet Office Annual Report and
Accounts 2018-19

POF, 4 69MB, 114 pages

This file may not be suitable for users of assistive technology. Request an accessible

format

Cabinet Office Accounting Officer System
Statement 2019

PDF, 1.85MB, 24 pages

This fite may not be suitable for users of assistive technology. Request an aceessible

format

Cabinet Office Annual Report and
Accounts 2018-19 (Web version)

PDF, 4 21MB, 111 pages

Details

The document provides a comprehensive account of the Cabinet Office’s use
of resources during the year 1 April 2018 to 31 March 2019.

The review includes the:

* department’s activities and performance
* governance arrangements for the financialyear

& Returning Officers’ expenses for England and Wales - these are no longer
published separately

View the annual report and accounts data

Related content

Collection

Cabinet Office annual reports and
accounts
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Transparency data

3.14

3.15

Some users of government ARAs wish to extract and analyse the data that is
contained within the report. All departments must publish the data from
their core tables in Excel or an equivalent format to make it easier to collect
and compare. Best practice for this is to extend this principle to other data

sets included in the annual report and accounts.

The examples below from Cabinet office and HMRC are examples of best
practice in reporting transparency data. This information was made promptly
available to users (published in July) and are made available in both an

online format and a CSV download format.

Figure 30 — Cabinet Office

From: Ca

Publizhed 22 July 2019

Crffice

Documents

Sustainable development

View online Dovmload CEV 10138ytes

ay motbe suitablefor users of assisthe

This fi

Remuneration salary benefits in kind and
pensions of ministers
View online Dowmload CSV 1.12KE

This fi

Remuneration salary benefits in kind and
pensions of official board members
Viewonline Dowmload CSV 2

This fi

@y R0t he uitanieor wsers of 25

Fair pay disclosure

View online Dowmload CSV 2548ytes

This file maymet he suitabietor umers pfassistie tacenaiogy. FEquest an srcessinie

Fees paid to non-executive board members

View online Dovmload CEV 8648yte

This file may not be suitabie for users of assistie

Pension benefits of ministers

View online Dovmload CEV 52Eytes

This file may it be suitable dor uaers of assisthe tecenolosy. Request an sccessisie

Pension benefits of board members

View online Dovmload CSV & E

@y R0t he uitanieor wsers of 25

Staff costs

View online  Dovmload CSWV 2 2z

@y nothe cuitaniefor users of assistive

y not be suitable for users ofassistive technolosy. fequsstan sccessinie

Related content

Callection

Eabinet Office annual regarts and
accounts
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Figure 31 - HMRC

ir

Documents

Overview of HMRC's annual report and
accounts 2018 to 2019

HTHL

HMREC Annual Report and Accounts 2018
to 2019 (Web)

[et HC 2354 209819
PDF TOSME. 152 nages

This file may mesbe suitshie forisers of assictiee tecnnology: FECuest on oooeosinia

iormat.

HMBC Annual Report and Accounts 2015
to 20159 (Print)

A=t IEEN IFST-SIEETISTHE. HE 135 201805
FOF SUSTHEL 201 pESEs

This file may ot be siiahie for users of assisshe Technoiesy. Feguestan sccessinle

Tormas.

HMRC's compliance yield: How HMRC
reporis future revenue benefit - an update
for 2008 to 2019

POF FITE 4 pages

This Tile ey ot be SuitEhie for weers O Assistie beohnolosy. Fegusst an accessisle

Tormat.

Customer compliance: How HMRC's
compliance yield is split by business area
and how we categorise tax under
consideration from large businesses

S0F. S04HE. S pages

This file may ot be surtenie for users oT 2ssisTnes Tecnnon oy, FReguestan socessiode
foermia,

Whistleblowing: prescribed person report
for the tax year 2018 to 2019

HTHL

Statistical tables - HMRC Annual Report
and Accounts 2018 to 2019

S Exce Spmeoccheet $3EHE

This e ey Bot be suitabie for users of assissie: parhno oy REguest an scoscsinde

e o

Historical data series - HMRC Annual
Report and Accounts 2018 to 2015

S Exce Sprescsheet. 15.55E

This file may ot be siiahie for users of assisshe Technoiesy. Feguestan sccessinle

Tormas.
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Chapter 4
Financial information

4.1

4.2

4.3

Financial information is reported throughout the annual report and accounts
and should not be exclusive to the financial statements section of the report.
The inclusion of financial information is key as it links reporting within the
performance and accountability sections with the information reported in
the financial statements. Best practice in this area ensures that the document
is cohesive and provides a holistic view of performance against objectives

Good financial information should be understandable, relevant, reliable and
comparable. The information provided throughout the front half the
departmental accounts should be consistent with the information provided
within the financial statements.

The follow sets out some best practice examples on the inclusion of financial
information within departmental annual report and accounts.

Integrating financial reporting

4.4

4.5

Departments are encouraged to include key information from the financial
statements in the performance report, including clear narrative and
comparisons where appropriate.

The example below from the Department for Digital Culture Media and Sport
gives a helpful commentary on the Statement of Financial Position with
useful explanation of the figures presented.
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Figure 32 — Department of Digital Culture Media and Sport

Statement of Financial Position Commentary

DCME Group Statement of Financial Posifion: Ascels

The table below shows material asset classes included in the Statement of Financial

Position.

Statement of Restated Restated Restated Restated

I'f:;![‘i‘;':' 201516 201617 201718 201516 201617  2017-1%

% of % of % of

£000 £'000 £1000 assets assets assets

Aczets

Property,

plant and 7050270  75E38E?  7,128583 40% ED% 45%

equipment

Heritage 1,201,277 1432281 1,508,055 0% 0% 10%

assets

Mon-cument

e e 1271008 1226827 1483722 0% 8% 10%

receivables

Investment 160,005 208,870 108,731 1% 1% 1%

properties

N 307290 262,168 181,301 2% 2% 1%

Eaf: and 23886080 2064512 2313248 16% 14% 15%

equivalents

e 2018819 2408717 2708238 14%, 16% 1%

Total aate  WO08337 15276738 15508028 100% 100% T00%

Whilst the percentage split across assei classes has been faify consistent across the years,
the year on year increases are a result of a number of different factors for each asset class.

1. Property, plant and equipment
The most significant reasons for the decreasing value of PPE are:-

* Land and buildings downward revaluations of £243m in 2017-18 (2018-17:
upward revaluations of £482m) — this is largely due to the British Library which
decreased by £443m because a new property advisor applied a zero based
approach te the valuation of the 5t Pancras site and the associated fit out asssts,
aswell as a different RICS approved wvaluation method this year.

*+ Plant & machinery downward revaluations of £88m in 2017-18 (2018-17: upward
revaluations of £153m) of which £143m relates o the British Library. This was
partially offset by a transfer from Assets Under Construction fallowing the
completion of the Tate's 5t ves development project.
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Infographics

4.6  The use of infographics enhances the look and feel of annual reports and
accounts. The use of these infographics is an effective way of
communicating complicated information, and this is particularly true when
presenting financial information.

4.7  The examples below from FCO, DCMS, HMRC, MOD, DWP, DIT and DFT
show a variety of ways that diagrams can be presented and show
relationships that are more difficult to describe in words. They are all used to
display information in an engaging an informative way. Summing up
information in this way can better communicate messages and increase user

engagement.

Figure 33 — Department for Work and Pensions

Figure 5

Causes of fraud and error in measured benefits by value

Untimely and inaccurate reperting of income and eamings is the largest couse of fraud and error by value

Couses of froud and error

Income and earnings

Living arrangements
ond housing

Loss of claimaont contock
lincluding untraceabla)

Liwing abrood ond residency

Capital held

Departmental errors

Other conditions of
entitlement

Other

B= 2018-19 BT 2017-18 N Z2015-17

200

Underpayments

B LU |

Overpayments

2040 L4 LR EOO 1000

£ mitlion

1200

44




Figure 34 — Foreign and Commonwealth Office

Accountability Report

Spending flow

Breakdown of operating costs for Core Department and Agency

Transport equipment
and Trawvel costs
information & £ 57466k
Representation, commercial services ?mﬁ%
; S E . £8.824k ﬂﬂ.;nce :-:rst:-.
business hospitality St
£ 16,5607k . £ T, 1dch

Estates,
security and
capital related
costs

Hire of Flamt
& Machinery

£ 12038k

Reimbursement of i L
duties to other
§OVEMIMEants

£ 34,425k
...
Other* IT and
-£ 3, bbbk [ r : Bl communitations

Contractor, Consultancy
and fee based services

£ 38,006k

Subscriptions
to International .
Organisations Recruitment

and training

E 16,976k

*includes both reaf=ed and unrealsed gain on exchangs
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Figure 35 — Foreign and Commonwealth Office

Finance facts for 2018-19

E[-:

By the end of 201819, 82 %0
of overseas payments were
paid or controlled centrally

The FCO was the top perfoming
dapartment in Whitehall for prompt Wa achisved an underspend
payment, with 97 . 9% of of ()8 %G (£1%.6m), within
U supplier invoices paid within HMIT's target of 19 (£24.3m).
5 waorking days, exceeding the
gavernment target of 8086

Percentage of FCO spending by ohjective Project our global influence consists of:

FI 00000 =

1005 =
14
e .
Bl
&% | 61
_—
25;
2018-19
FrnmaotE o Praject owr Protect our

prosperity ginbal influsnce Feopie
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Figure 36 — Department of Digital Culture Media and Sport

Department for Digital, Culture. Media and Sport Annual Report and Accounts 2018-19

DCMS Outturn by Business Area

OUTTURN

ET.Zﬂim @® g DOWS CORE

£480m

ATA,
GITAL AND
TELECDMI

£502m

Figures in this diagram agree to the Statement of Parliamentary Supply. For mare information
please see page 120.

Total Net Expenditure

4,000
3,500
3,000
2,500
2,000

£ millions

1,500
1,000
500

s A Jr—

Resource DEL Resource DEL Capital DEL Voted Voted Capital  Non Voted
Admin Programmea Resourcs AME AME
AME

%2016-17 Outturn =~ @2017-18 Outturn £2018-19 Outturn

The total of the above for 2018-19 is £7,216m and includes both Voted and Mon Voted
expenditure and also both Departmental Expenditure Limit (DEL) and Annually Managed
Expenditure (AME). Page 120 includes an explanation of these items.
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Figure 37 - HMRC

Total revenues by type of tax

Income tax, National Insurance Contributions and VAT make up the three largest elements of total tax revenue,
but a wide range of other taxes and duties are also factored in. Here are the key elements of our total tax

revenue in 2018-19:

Income tax and National Insurance

£329bn VA

of total revenue increase from 2017-18

The amount of revenue raised for these two taxes & closely linked to
the number of people in employment and wage levels, both of which
increased during this period.

Value Added Tax
£135.6bn oy~
of total revenue increase from 2017-18

Receipts tend to rise over time because of economic growth, inflation
and consumer spending. Higher receipts for the business senages,
banking and utilities sectors were seen durning this financial year

Corporation Tax
£53.5bn eX:yH
of total revenue increase from 2017-18

Corporation Tax has remained relatively static

Hydrocarbon oils
£28bn 0.4%
of total revenue increase from 2017-18

The rates of duty for petrol and diesel have been frozen since
2011-12 and with consumption at smilar levels year on year this
has led to stable recespls.

Stamp Taxes

£15.7bn

of total revenue

The devolution of land transaction tax to Wales from April 2018,
and First Time Buyers Relief claims (first full year), accounted for the
majority of the decrease

£12.1bn P4

The increase in receipts reflects increases in the rates of duty on
13 March 2017 and 01 February 2019,

It is also thought that the hot weather, the world cup and royal
wedding could be responsible for increased alcohol consumption
leading Lo an inCréase in recespls.

Capital Gains Tax
£9.3bn 19.2%
of total revenue increase from 2017-18

Movement in tax receipts i difficult to determine due to the
undertying volatility of asset sales and the extent o which they
generate capital gans. Timely information s not available due to the
sigruficant lag in declaration wia Self Assessment. Revenue increased
in lne wath Office of Budget Responsibelity (DBR) forecasts

Tobacco
£9.2bn 4.5%
of total revenue increase from 2017-18

Rates of duty on tobacco products mcreased on 22 November 2017
and 29 October 2018 - both rate increases were between 4% to 63

Insurance Premium Tax

£6.4bn 3.2%

of total revenue increase from 2017-18

Movement in tax receipts & drven by changes in tax rates and the
cost and number of insurance policies. Tax rates have remained
the same since June 2017 and there & an indication that the total
insurance market rose between 2017 and 2018

A number of other taxes, including Inheritance Tax,
Bank Levy and customs duties, account for the
remaining revenue.

+ For more information, with year-on-year
comparisons, go to the Trust Statement on page 173

48




Figure 38 — Ministry of Defence

Analysis of Capital DEL and Cash Resource DEL by Type of Expanditura 2074=15 to 2018=18

40

Coat of Operations {Capdtal DEL)
Capital DEL ({Care)

War Penszion Benefita
DE&S

Arm's Length Bodies

Coat of Operataons (HDEL)
Cities

Inwentory Consumgtion
Equipment Support
Infrastrmature
Administration

Civillen Personned

Service Parsonnsl

Expandidua F bilon

10

o
21415 20131B 26T 201718 20ang

Financial Years

A graph showing the long-term trend of Equipment programme spend by TLB can be fourd balow.

The Defence Equipment Plan was the subject of a Public Accounts Committea (PAC) report published

1 February 2019. The report concluded that the Department had made fittte progress in tackling affordakbility
of the Equipment Programma particularly around which programmes to stop, delay or scals back. Az a
Dapartmaent, we have bean very transparent and clear that we are facing severs financial challenges within
the Equiprent Programime which will need to be considered as part of the Spanding Review.

Long Tarm Eguipmant Programme Spend by TLE'

B Head Office Funding
W Ay
A0
W oy
M JrC
Bl oo
[ SraPmg
o ! B Unakocsisd EP
R
§ & § § § £ E &8 § § ¢
Financial yags

1. Souwce: MDD Equipment Flan 201 8.
2. 201718 ard 231619 Tigures show acbusl culfurm, wilh 207718 fgures beng redstatad lor e Pror Perod
Adjustmeants set out &t Nobe 23,
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IFRS 9 financial instruments and IFRS 15 revenue from contracts with customers

4.8

4.9

4.10

IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with
Customers were implemented in the public sector from 01 April 2018, so
were first reflected in the 2018-19 annual report and accounts. IFRS 9 and
IFRS 15 are the most significant change in accounting standards in recent
years and the implementation has been a major reporting challenge for the
whole of the public sector.

HM Treasury have carried out a thematic review on the implementation of
IFRS 9 and 15. Part of that review included identifying relevant best practice
examples from departmental annual reports and accounts.

The examples showcased below were identified as part of that thematic
review. The summary table provided by DEFRA reflects the major income
streams alongside an assessment of the related performance obligations,
providing a detailed overview of the effect of the IFRS 15 implementation.
The table produced by BEIS extends further to include a quantitative
comparison between the figures reported under the old standard (IAS 39)
and the new standard (IFRS 9).
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https://www.gov.uk/government/collections/thematic-reviews-government-financial-reporting

Figure 39 — Department for Environment, Food and Rural Affairs

Deparimant far Environment, Food and Rural Affairs

Annual Report and Accounis 2018-19

Impact of IFRS 15
Each contract with a customer has been reviewed in line with the five step model.

Defra's major income streams, and an assessment of the related performance obligations, are detailed in the table below:

Motes to the Departmental Accounts

e for application for a

charges (for protection permils, imposes lavies, licence or permil fior which application for a timing or
environmantal charges, revenue |s recognised at the licence or permid for | amount.
protaction, waler | abstraction timia of the appheation, and the which revenus |s
abstraction) charges subsistence charge, which regcognised al the
covers EA's costs of requiating | time of the
an activity, Is recognised at the | applicalion, and the
peaint the permil pariod subsistence
COMMEnces. which covers EA's
costs of reguiating an
aciivily, is recognised
at the poant the
parmit pariod
Statutory levy Flood Ra Lawy Flood Re, | Statute requires thal the Flood Re recognise the charge | Flood Re recognise | Mo impact on
Income, AHDB | bodies charge levies. when it is levied against the the charge when it is- | fiming or
Agriculiure and insurance industry, which = an levied against the amount.
horticulture an annual basis. AHDB generally | Insurance indusiry,
Invies recognise revenue on receipt of | which & on an
statulory returns from customer, | annual basis. AHDB
ganerally recognise
revEns o neceiplt of
statutory returns from
cusiomer .
Flood Risk Flood Hsk levins EA | Construction and Costs and revenuss are Costs and ravenues | No impact on
Levies mamlenance of new and | maiched, are matched. liming or
existing flood defences, amount.

Department for Environment, Food and Rural Affairs

Scientific project

APHA,
Cefas

Production of a report
{POs are contracted
milestones within that
process).

that money spent up

be recovered from
the customer prior to
imtphﬁondhe
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Figure 40 — Department of Business Energy and Industrial Strategy

Closing
balance
under

IAS 39 at 31
March 2018

£m

Transfers

Gross carrying

amount

remeasurement
under IFRS 9

Expected

credit loss
remeasurement
under IFRS 9

£m

Reclassification
from AFS to
amortised cost

£m

Opening
balance
under
IFRS 9 at 1
April 2018

£m

Receivables

2,001

(@

1,999

Total impact
on current
assets

(2

Other financial
assets

4,336

{430)

27

(25)

(1)

3,907

Investments
in jodnt
ventures and
associates

367

461

B28

Total
impacts on
non-current
assets

)

27

(25)

V)

Darivatives

(16,808)

131

(15,837)

Praovisions

(240,935)

184

(240,751)

Financial
guaranies
and loan
commitment
liabilities

(61

(229)

Total
impacts on
non-current
liabilities

(31)

16

General fund

250,098

{9286)

(43)

249157

Revaluation
reserve

[2.915)

8926

(1,989)

Total
impacts on
reserves

(43)

a7
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IFRS 16 leases

4.11 The adoption of IFRS 16 is due to be implemented in the public sector from
2020-21. However, two departments were granted permission to adopt IFRS
16 early (DCMS and DFT) in 2019-20 due to specific circumstances affecting
the group.

4.12  The inclusion of the table below within the DCMS accounts is an example of
best practice reporting. The table sets out the effective year of the Standard,
the year of FReM application and the exp

Figure 41 — Department of Digital Culture Media and Sport

1.7  IFRSs in issue but not yet effective

I order to comply with the requirements of 145 8 Accounting Policies, Changes in Accounting
Estimates and Errors, the Group must disclose whera it has not appbed a new IFHS that has baen
|=sued but is not yet eflectve. The Group has carmied out a review of the IFRSs in issue but not yet
effective, to assess ther impact on its accounting policies and treatrment, The full mpact of the
[FRSs in izsue but not yet effective is not known and could be matenal to the accounts: the Group
has therefors,. chosen not to earty adopt requirements of the following accounting standards and
Interpretations, which have an eflective date afier the start of these accounts:

FRaM
IFRS 168 Leasse  Anrumipenods  2020-21 Change:

Eeginning on ar Tha proposad changes simpily the classification

afler 1 January and measurament of eases by Introducing & sngla

2020 lessee acoounling mcdal, ramaving the disinction
Detvween reodgnisEing an apsrating easa (off-balanoe
shaat fnancing) and a finance leass (on-basncs sheal
financing). Tha new standard requires recognilicn
of al lsasas which kst over 12 manths [on-balanoe
shesatl). This will resull In the recegnition of a Aght-1o-
Lss assel, maasurad at the prasent values of ulure
leasa payments. wilh a malching linancing lability:
The pattern of recogrition of the expenditure wil
rasull i depreciation of the ght-lo-uss asssl and
an associatad finance cost bairg moogrssd.

Impact on Group:

Tha maln eflect of the adepton of IFRS 16 wil be
Tor |sssees; which will resull in & numbsr of foamer
oparabng Bases baing brought on-balance sheal.
Himweener, tha Group doss not anticipata that this
eharge will have a malsHal Impac).

The aflect on kssor aceounting for the new standard
i% Wmnited in scale, and ramains largsty unchangad.

Im addition, the Group doas nal have signifiicant
leszor actvities:

Thia Group |& a5 vl unable to gusntity the Imgact of
adopting IFRS 16, mans work will continue throughout
2019-20 In readiness or adoplion on 1 Apdl 2020

IFRS 17 Anrua perode Unknown, the  Change:
Insuranca begimning onor  stardand has The standard makes changes to how insurance
Contracis aftar 1 January nat yel been canlracts s accouritad for end meay widen the scops
2018 encioread by I mcluta arrangements that may nol Rave previously
the EU besn vewsd as nsurance cantracts, Changes may
be mome axlenswe for bodas that have ol prevolesly
adoplad the axisting standard IFRS 4.

Heveaver, phir to endarsament by the EU and
adoption by FRah the final verson for the standard
applicabs 1o the Group has st to be decided.
Coreaguently, the Group |s unable presently 1o
soope the mpact of adopting the nenw standard.
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Chapter 6
List of examples

Figures:

1 Home Office - https://www.gov.uk/government/publications/home-
office-annual-report-and-accounts-2018-t0-2019

2 Foreign and Commonwealth Office —
https://www.qgov.uk/government/publications/foreign-and-
commonwealth-office-annual-report-and-accounts-2018-t0-2019

3 Department of Health and Social Care —
https://www.qgov.uk/government/publications/dhsc-annual-report-
and-accounts-2018-t0-2019

4 Department for International Trade —
https://www.gov.uk/government/publications/department-for-
international-trade-annual-report-and-accounts-2018-t0-2019

5 Ministry of House Communities and Local Government —
https://www.qgov.uk/government/publications/mhclg-annual-report-
and-accounts-2018-t0-2019

6 Ministry of Defence —
https://www.gov.uk/government/publications/ministry-of-defence-
annual-report-and-accounts-2018-to-19

7 Ministry of Justice —
https://www.gov.uk/government/publications/ministry-of-justice-
annual-report-and-accounts-2018-t0-2019

8 Department of Health and Social Care —
https://www.qgov.uk/government/publications/dhsc-annual-report-
and-accounts-2018-t0-2019

9 Department for International Development —
https://www.qgov.uk/government/publications/dfid-annual-report-
and-accounts-2018-t0-2019

10 Whole of Government Account —
https://www.gov.uk/government/publications/whole-of-government-
accounts-2017-t0-2018

11 Her Majesty’s Revenue and Customs —
https://www.qgov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019
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https://www.gov.uk/government/publications/home-office-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/home-office-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/foreign-and-commonwealth-office-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/foreign-and-commonwealth-office-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/dhsc-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/dhsc-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/department-for-international-trade-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/department-for-international-trade-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/mhclg-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/mhclg-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/ministry-of-defence-annual-report-and-accounts-2018-to-19
https://www.gov.uk/government/publications/ministry-of-defence-annual-report-and-accounts-2018-to-19
https://www.gov.uk/government/publications/ministry-of-justice-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/ministry-of-justice-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/dhsc-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/dhsc-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/dfid-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/dfid-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/whole-of-government-accounts-2017-to-2018
https://www.gov.uk/government/publications/whole-of-government-accounts-2017-to-2018
https://www.gov.uk/government/publications/hmrc-annual-report-and-accounts-2018-to-2019
https://www.gov.uk/government/publications/hmrc-annual-report-and-accounts-2018-to-2019

12 Foreign and Commonwealth Office —
https://www.gov.uk/government/publications/foreign-and-
commonwealth-office-annual-report-and-accounts-2018-t0-2019

13 Ministry of Defence —
https://www.gov.uk/government/publications/ministry-of-defence-
annual-report-and-accounts-2018-to-19

14 Her Majesty’s Revenue and Customs —
https://www.gov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019

15 Her Majesty’s Revenue and Customs —
https://www.gov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019

16 Department for Transport —
https://www.gov.uk/government/publications/dft-annual-report-
and-accounts-2018-t0-2019

17 Ministry of Defence —
https://www.gov.uk/government/publications/ministry-of-defence-
annual-report-and-accounts-2018-to-19

18 Her Majesty’s Revenue and Customs —
https://www.qgov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019

19 Her Majesty’s Revenue and Customs —
https://www.gov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019

20 Ministry of Defence —
https://www.gov.uk/government/publications/ministry-of-defence-
annual-report-and-accounts-2018-to-19

21 Department for Transport —
https://www.qgov.uk/government/publications/dft-annual-report-
and-accounts-2018-t0-2019

22 Department of Culture Media and Sport —
https://www.gov.uk/government/publications/dcms-annual-report-
and-accounts-2018-19

23 Ministry of Defence —
https://www.gov.uk/government/publications/ministry-of-defence-
annual-report-and-accounts-2018-to-19

24 Home office — https://www.qgov.uk/government/publications/home-
office-annual-report-and-accounts-2018-t0-2019

25 Department for Transport —
https://www.gov.uk/government/publications/dft-annual-report-
and-accounts-2018-t0-2019
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26 Department for Work and Pensions —
https://www.gov.uk/government/publications/dcms-annual-report-
and-accounts-2018-19

27 Department of Culture Media and Sport —
https://www.gov.uk/government/publications/dcms-annual-report-
and-accounts-2018-19

28 Her Majesty’s Treasury —
https://www.gov.uk/government/publications/hm-treasury-annual-
report-and-accounts-2018-t0-2019

29 Cabinet Office —
https://www.gov.uk/government/publications/cabinet-office-annual-
report-and-accounts-2018-t0-2019

30 Cabinet Office —
https://www.gov.uk/government/publications/cabinet-office-annual-
report-and-accounts-2018-t0-2019

31 Her Majesty’s Revenue and Customs —
https://www.qgov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019

32 Department of Culture Media and Sport —
https://www.qgov.uk/government/publications/dcms-annual-report-
and-accounts-2018-19

33 Department for Work and Pensions —
https://www.qgov.uk/government/publications/dwp-annual-report-
and-accounts-2018-t0-2019

34 Foreign and Commonwealth Office —
https://www.qgov.uk/government/publications/foreign-and-
commonwealth-office-annual-report-and-accounts-2018-t0-2019

35 Foreign and Commonwealth Office —
https://www.qgov.uk/government/publications/foreign-and-
commonwealth-office-annual-report-and-accounts-2018-t0-2019

36 Department of Culture Media and Sport —
https://www.gov.uk/government/publications/dcms-annual-report-
and-accounts-2018-19

37 Her Majesty’s Revenue and Customs —
https://www.gov.uk/government/publications/hmrc-annual-report-
and-accounts-2018-t0-2019

38 Ministry of Defence —
https://www.gov.uk/government/publications/ministry-of-defence-
annual-report-and-accounts-2018-to-19

39 Department for Environment, Food and Rural Affairs —
https://www.qgov.uk/government/publications/defras-annual-report-
and-accounts-2018-t0-2019
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40 Department of Business Energy and Industrial Strategy —
https://www.gov.uk/government/publications/beis-annual-report-
and-accounts-2018-t0-2019

41 Department for Culture Media and Sport —
https://www.gov.uk/government/publications/dcms-annual-report-
and-accounts-2018-19
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Chapter 5
Further links

5.1 The Building Public Trust Awards:

https://www.pwc.co.uk/build-public-trust/the-building-public-trust-in-
corporate-reporting-awards/reporting-award-winners-2019.html#public-
sector

5.2 Post implementation review of IFRS 9 and IFRS 15

https://www.gov.uk/government/publications/post-implementation-review-
of-ifrs-9-and-ifrs-15

5.3 Government Financial Reporting Review

https://www.gov.uk/government/publications/the-government-financial-
reporting-review

5.4  Government Financial Reporting Manual 2019-20

https://www.gov.uk/government/publications/government-financial-
reporting-manual-2019-20

5.5  Government Financial Reporting Manual 2020-21

https://www.gov.uk/government/publications/government-financial-
reporting-manual-2020-21

5.6 Audit Scotland good practice note on improving the quality of central
government annual report and accounts;

https:/www.audit-
scotland.gov.uk/uploads/docs/um/gp_improving_quality central_government

_accounts.pdf

5.7 The ONS recently published guidance on producing effective graphs and
tables:

https://gss.civilservice.gov.uk/wp-content/uploads/2017/01/GUIDANCE-
document-Effective-charts-and-tables-in-official-statistics-Version-2.0-

Jan2017.pdf
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HM Treasury contacts

This document can be downloaded from
www.gov.uk

If you require this information in an alternative
format or have general enquiries about
HM Treasury and its work, contact:

Correspondence Team
HM Treasury

1 Horse Guards Road
London

SW1A 2HQ

Tel: 020 7270 5000 ISBN 978-1-913635-00-8

Email: public.enquiries@hmtreasury.gov.uk PU2941
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