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10. Cash and Cash Equivalents

2021-22 2020-21
Core Core

Department & | Departmental | Department & Departmental
Agencies Group Agencies Group
£M £M £M £M
Balance at 1 April 1,002.3 1,153.1 1,381.6 1,529.0
Net change in cash and cash equivalents (27.4) 90.5 (379.3) (375.9)
Balance at 31 March 974.9 1,243.6 1,002.3 1,1531

10.1 The commercial banks and cash in
hand figure as at 31 March 2022 includes
£589.6 million (31 March 2020: £621.5 million)
of sums advanced by foreign governments

to the Department on various collaborative
projects where the United Kingdom is the

host nation. Advances made by foreign
governments for the procurement of defence
equipment on their behalf are also included

in this amount. The corresponding liability for
these advances is shown under payables due
within one year.

31 March 2022 31 March 2021
Core Core
Department & | Departmental | Department & Departmental
Agencies Group Agencies Group
£M £M £M £M
The following balances were held at:
Government Banking Service 207.8 326.3 217.5 235.9
Commercial banks and cash in hand 7671 917.3 784.8 917.2
Totals 974.9 1,243.6 1,002.3 1,1531
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11. Trade Payables and Other Liabilities

31 March 2022 31 March 2021
Core Core
Department & | Departmental Department & Departmental
Agencies Group Agencies Group
£M £M £M £M
Amounts falling due within one
year:
VAT 130.7 163.8 51.0 51.0
Other taxation and social security 240.3 253.0 233.6 233.8
Trade payables 807.3 750.4 503.4 512.5
Other payables' 1,149.6 1,201.0 1,464.4 1,5639.2
Accruals and deferred income 9,465.9 9,644.2 7,632.9 7,676.5
Current part of finance leases 13.0 13.0 10.6 10.6
Current part of imputed finance 331.5 331.5 405.8 405.8
lease element of Service Concession
Arrangement contracts
@ Current part of NLF loans? 2.5 2.5 2.5 2.5
Other amounts payable to the 385.7 385.7 - -
Consolidated Funad?®
Supply payable* 385.3 385.3 380.8 380.8
12,911.8 13,130.4 10,685.0 10,812.7
Amounts falling due after one year:
Other payables 29.5 29.8 281 28.3
Accruals and deferred income 9.1 9.9 6.1 6.1
Finance leases 1,540.4 1,540.4 1,586.3 1,586.3
Imputed finance lease element of 3,221.7 3,221.7 3,560.9 3,560.9
Service Concession Arrangement
contracts
NLF loans? 9.8 9.8 12.5 12.5
4,810.5 4,811.6 5193.9 5,194.1
Total Payables 17,722.3 17,942.0 15,878.9 16,006.8

1. Other payables for the Group includes: amounts advanced by foreign governments in respect of various collaborative
projects where the United Kingdom is the host nation of £589.6 million (2020-21 : £621.5 million).

2. Under the Armed Forces (Housing Loans) Acts 1949, 1958 and 1965, £94 million was borrowed from the National Loans
Fund for the construction of families accommodation over the period 1950-51 to 1967-68. These loans are fully repayable
between 2012 and 2028, with the last instalment due on 20 February 2028. Interest on the loans is payable at rates
ranging from 4% to 7% per annum.

3. Funds expected to be received from the Court Funds Office on behalf of the Consolidated Fund.

4. Amounts received from the Consolidated Fund for Supply but not spent as at 31 March.
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12. Provisions for Liabilities and Charges

12.1 Departmental Group - Provisions for Liabilities and Charges

Other
Decommissioning Early
Nuclear and Restoration Retirement
Decommissioning Costs | Commitments | Legal | Other! Total?
£M £M £M £M £M £M

Balance at 11,675.6 30.6 53.1 564.1 122.0 | 12,445.4
1 April 2020
Increase in provisions 1,660.5 5.8 2.3 169.2 57.6 1,895.4
in-year
Provisions (222.2) (12.0) 0.9 (20.4) 1.8 (253.7)
written back and
reclassifications
Provisions utilised (158.8) (10.4) (3.0)| (125.3) (5.0) (302.5)
in-year
Unwinding of, and 223.4 0.1 1141 (3.1) 0.4 231.9
changes in, discount
rates
Balance at 13,178.5 1441 62.6 584.5 176.8 | 14,016.5
31 March 2021
Increase in provisions 1,850.2 - 6.7 22741 41.9 2,125.9
in-year
Provisions (292.2) (3.7) 0.8 (1.4) (57.3) (353.8)
written back and
reclassifications
Provisions utilised (199.8) (10.4) (3.8) | (130.9) | (30.6) (375.5)
in-year
Unwinding of, and 10,449.1 - (8.2) 33.9 (1.6) | 10,473.2
changes in, discount
rates
Balance at 24,985.8 - 58.1 713.2| 129.2 | 25,886.3
31 March 2022

1. Other includes provision, £86.4 million (2020-21: £93 million) for future payments under the Enhanced Learning Credit
Scheme which helps qualifying Service Personnel or Service Leavers with the cost of learning.

2 Movements in provisions pass through operating costs (see Note 4.4) or, for some changes in capitalised
decommissioning liabilities, through Other Comprehensive Expenditure.
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12.2 Analysis of Expected Timing of Discounted Cash Flows

Other
Decommissioning Early | Legal and
Nuclear and Restoration Retirement Other
Decommissioning Costs | Commitments | Provisions Total
£M £M £M £M £M

Due within 1 year 2411 13.1 3.8 159.2 417.2
Due over 1 year and 950.1 1.0 3.1 309.1 1,263.3
less than 5 years
Due over 5 years 11,701.2 - 55.7 293.0 12,049.9
Assets held 286.1 - - - 2861
solely for
decommissioning
Balance at 13,178.5 1441 62.6 761.3 14,016.5
31 March 2021
Due within 1 year 246.9 - 4.6 167.9 419.4
Due over 1 year and 997.9 - 10.5 402.2 1,410.6
less than 5 years
Due over 5 years 23,436.8 - 43.0 272.3 23,7521
Assets held 304.2 - - - 304.2
solely for
decommissioning
Balance at 24,985.8 - 58.1 842.4| 25,886.3
31 March 2022

Nuclear Decommissioning

Critical accounting judgements and key
sources of estimation uncertainty

12.3 Provisions have been made for the
cost of the treatment, storage and disposal
of the nuclear materials, irradiated fuel and
radioactive waste arising from the Defence
Nuclear Programme as well as for the
decommissioning of sites, facilities and 31
out of service and operational submarines for
which the MOD is ultimately responsible.

12.4 The totality of nuclear provisions
addresses a programme of work which is
currently expected to extend over the next
116 years. In estimating the value of the
provision required to settle the Department’s
obligations, there remains a significant
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degree of inherent uncertainty in the future
cost estimates and the assumptions that
underpin them. Should outcomes differ from
assumptions in any of the following areas this
may require material adjustments to the value
of the nuclear decommissioning provisions
and related assets and liabilities:

¢ The time over which the work will be
delivered with the programme of work not
scheduled to conclude until well into the
next century;

¢ |nterdependencies between programmes
of work, for example, a Geological Disposal
Facility (GDF) is assumed to be the end
point for MOD’s higher activity waste. If the
assumptions underpinning a GDF were to
change, this would have a direct impact on
the provisions held by the Department;
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¢ Uncertainty over future Government policy
positions and potential regulatory changes;

¢ Possible technological advances which
could impact the work to be undertaken to
decommission and clean up the sites.

12.5 The discounted nuclear provision at
the end of 2020-21 was £13.178 billion. Since
then, the movements have been:

e Changes in accounting estimates £1.359
billion;

e Effect of unwinding and changes to
existing discount rates applied to the
provision every year £10.449 billion.

These movements bring the 2021-22 MOD
estimate for nuclear decommissioning at the
balance sheet date to £24.986 billion
discounted.

General Assumptions

12.6 A key assumption that impacts the
value of the nuclear decommissioning
provisions is HM Treasury’s general discount
rate. While the undiscounted provision is
£35.679 billion, the application of discounting
decreases the provision to £24.986 billion in
2021-22.

12.7 From 2018-19 onwards, HM Treasury
introduced a very long-term discount rate and
changed the methodology for calculating the
discount rates to be applied to provisions.
Instead of real rates, HM Treasury has issued
nominal rates based on the yield curves of
Bank of England conventional gilts, as a proxy
for a risk-free rate, which does not include an
inflationary factor. Recent rates are:

Short Term Long Term Very Long

Rate (0-5 Medium Term Rate (10-40 Term Rate | Impact of change (£M)
Time Frame years) | Rate (5-10 years) years) (>40 years) Increase/(Decrease)
2017-18 (2.42)% (1.85)% (1.56)% (1.56)% 5,366
2018-19 0.76% 114% 1.99% 1.99% (11,536)
2019-20 0.51% 0.55% 1.99% 1.99% 62
2020-21 (0.02)% 0.18% 1.99% 1.99% 67
2021-22 0.47% 0.70% 0.95% 0.66% 10,194

12.8 HM Treasury has issued a rebuttable
presumption that when inflating provision
cash flows the Office of Budget Responsibility
(OBR)’s CPI forecasts will be used. These

rates are generally deemed the most
statistically reliable measure of inflation and
are commonly used across the Public Sector.
The CPI inflation rates are:

Time Frame Year 1 Year 2 Into perpetuity
2018-19 2.00% 2.00% 210%
2019-20 1.90% 2.00% 2.00%
2020-21 1.20% 1.60% 2.00%
2021-22 4.00% 2.60% 2.00%

12.9 The Department has carried out

an assessment on whether it meets the
criteria set out by HM Treasury to rebut the
presumption that OBR CPI rates will be used.

Unless there are contractual obligations, or
an alternative rate has been recommended

by independent experts as being more
applicable than CPI, the Department has used
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the inflation rates listed above. Where the
inflation assumption has been rebutted, the
inflation rates used in the provisions range
from 1.8% to 8.2%.

12.10 To illustrate further the sensitivity of
provision values to changes in:

e Discount rates — a reduction of 0.5%
would result in a £7.210 billion increase in
the nuclear decommissioning provisions.
Conversely, an increase of 0.5% in the
four rates would result in a £5.177 billion
decrease in the value.

¢ [nflation rate — a variation in the OBR CPI
inflation rate of +/-0.25% would result
in the value of inflation in the provision
changing by £3.195 billion for an increase
or £2.720 billion for a decrease.

Capitalised Asset Provisions

12.11 Under IAS 16: Property Plant and
Equipment, decommissioning provisions
relating to operational assets are capitalised
to the cost of that asset. The Department
applies the revaluation model approach
detailed in IFRIC 1: Changes in Existing
Decommissioning, Restoration and Similar
Liabilities to the capitalised provision asset,
consistent with the revaluation model used for
Property, Plant and Equipment.

12.12 Under this method, the Department
uses the revised year-end provision liability to
update the respective asset gross value. The
Department has assessed that the year-end
provision liability provides the best estimate
of fair value of the asset in accordance with
IFRIC 1 and IAS 16, as the liability reflects
the latest decommissioning assumptions and
their associated costs and the latest estimate
of future economic conditions within which
the decommissioning activities will take place.
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12.13 The value of the capitalised asset
provisions included in property, plant and
equipment is disclosed at Note 6.

Significant Provisions

Nuclear Fuel Management £7.420 billion
- 29.7% of total provisions, (2020-21
£3.217 billion - 24.4% of the value of the
provision)

12.14 Since 1968, irradiated fuel from the
defueling of submarines has been stored

at the NDA'’s Sellafield site. The current
policy is to consolidate all the Department’s
irradiated fuel at Sellafield in the Wet Inlet
Facility (WIF). The value of this element of the
provision assumes that the costs of storage
will continue at a broadly constant level, with
a reduction when all material is consolidated
in the WIF.

12.15 The costs of the conditioning facility to
enable safe storage are inherently uncertain
as the assumption is that construction will
not commence for over fifty years. It has
been estimated that a variation of 1% in the
costs of the construction, operation, post
operational clean out and decommission
(increase or decrease) would lead to a £0.056
billion change in the value of the provision.

12.16 Once opened the irradiated fuel will be
moved to the GDF facility, and it has been
estimated that if the date when a GDF will be
available is delayed by ten years, for example,
the provision would increase by £0.359 billion
as the MOD would incur additional storage /
maintenance costs.
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Geological Disposal Facility £5.024 billion
- 20.1% of total provisions (2020-21
£1.981 billion - 15.0% of the value of the
provision)

12.17 One of the key assumptions that
underpin several of the individual provisions
is the availability of a GDF as an end point for
MOD’s higher activity waste. The construction
of a GDF is managed by the NDA and

the value of the Department’s nuclear
decommissioning provision currently includes
a share of the forecast project costs provided
by the NDA based on the total inventory to be
held within the facility. The current planned
date for the facility to receive waste is 2043-
44. The key sensitivities for this provision are
as follows:

¢ Following a review of the High Heat
Generating Waste it has been identified
that a 5% change in the amount of this
type of waste stored in the GDF will result
in a £0.186 billion movement to the liability.

¢ The cost of constructing and operating
a repository in the long term which,
dependent on the location and construction
requirements, range from a reduction of
£2.512 billion in the provision value to an
increase of £10.048 billion; and

¢ The NDA has identified a risk that the
construction and opening of a facility may
be delayed. Such a delay may increase the
costs of a facility as well as increasing the
discounted value of such costs. A delay
of a small number of years is considered
to be within the overall tolerance of the
estimate for GDF construction and waste
transfer and is not considered to have a
material impact on the provision estimate.
It is estimated that a longer delay, for
example for ten years, would increase the
current provision by £0.820 billion.
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Submarine ‘Afloat’ provisions £4.144 billion
- 16.6% of the value of the provision (2020-
21 £2.192 billion - 16.6% of the value of the
provision)

12.18 The MOD incurs costs for the
maintenance and safe storage of out of
service nuclear submarines prior to disposal.
This element of the provision is calculated
from projections of these costs which include
removal of fuels and an allocation of overhead
costs incurred. The provision covers all
nuclear submarines up to and including the
four Astute Class vessels, although for the
Astute Class submarines only the fixed cost
elements are included; the variable elements
are accounted for separately.

12.19 As the provision is primarily driven

by fixed costs, the overall length of the
programme is a key assumption. The
provision is therefore routinely updated

to reflect the impact of any changes to

the submarine programme (specifically in
respect to vessel out of service dates and
the knock-on impact these have on the
timing of platforms entering the dismantling
phase). The FMSP contract is scheduled to
end during 2026 and cash flow estimates
have been created using the new contract.
For every 1% change in costs after this point
(increase or decrease), it is estimated that the
liability would change by £0.041 billion.

AWE £1.677 billion - 6.71% of the value
of the provision (2020-21 £1.322 billion -
10.0% of the value of the provision)

12.20 AWE is responsible for the design,
manufacture and support of warheads for

the United Kingdom'’s strategic nuclear
deterrent. The Department holds provisions
for the decommissioning of facilities,
decontamination and storage of materials
relating to the warhead programme; the
largest of which is for the decommissioning of
AWE sites at Aldermaston and Burghfield.
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12.21 The AWE provision is based upon

the cost of decommissioning current and
redundant facilities, and other ancillary
activities to support this i.e. waste
management activities. The provision does
not consider any facilities that have yet to be
built or are not contaminated. The provision
assumes decommissioning timeframes as
set out in the AWE annual liabilities report as
agreed by the Office of Nuclear Regulation.
AWE provide cost information at Minimum /
Most Likely / Maximum estimate levels which
consider programme risk and timescale
uncertainty. The Department ordinarily uses
the Most Likely estimate level as the basis
for investment decisions as it reflects the risk
adjusted Most Likely estimate of programme
costs. This rationale has also been applied

in the costing of provisions as it reflects

the best estimate available on the cost of
decommissioning activities. To place this in
some context, the Most Likely estimate is
£1.52 billion (at current prices, undiscounted
and excluding management fees), the
difference between the Most Likely estimate
for AWE and the Minimum estimate is circa
—-£0.21 billion and between the Most Likely
and Maximum estimate is circa +£0.43 billion.

12.22 The AWE provision currently assumes
a GDF is the end point for any higher activity
waste. It has been estimated that if the date
when a GDF will be available is delayed by,
for example, ten years the AWE provision
would increase by £0.127 billion.

Submarine Dismantling Project £1.657
billion - 6.6% of the value of the provision
(2020-21 £1.265 billion 9.6% of the value of
the provision)

12.23 The Submarine Dismantling Project
(SDP) aims to deliver safe, environmentally
responsible and cost-effective dismantling
of 27 of the UK’s defueled nuclear-powered
submarines (the dismantling costs for the

202 MOD Annual Report and Accounts 2021-22

current four Astute Class submarines are
provided for separately outside the scope

of this Project). The Department has yet to
fully dismantle any of its nuclear-powered
submarines and, as such, the estimates of the
time and cost of dismantling are inherently
uncertain. The SDP provision cashflows are
predicated on the planning assumption that

5 submarines are forecast to undergo initial
dismantling in two stages and the remaining
submarines will then be dismantled in a single
stage; both the 2 stage and single stage
approach taking approximately 18 months for
each submarine.

12.24 A six month delay to the 27 submarines
(in relation to either the phase 2 work for the
first 5 boats or to the single phase for the
remainder) results in an estimated increase to
the provision of £0.259 billion, representing
an increased schedule for in dock works of 4
years at Rosyth and an increased schedule
for in dock works of 10 years at Devonport.

12.25 A demonstrator submarine is being
used to define and refine the process, and
whilst it and a second submarine have now
completed initial dismantling the department
does not expect to have a fully developed
process for steady state disposal until 2026.
As the demonstrator programme progresses,
the outcomes will provide more certainty in
the future costings within the SDP provision.
To illustrate the sensitivity, currently, a +/- 1%
change in the SDP costs, would change the
estimated liability by £0.017 billion.

12.26 The availability of a GDF as an end
point is important to the SDP with any delays
resulting in additional costs for the interim
storage of waste. It has been estimated that
if the date when a GDF will be available is
delayed by, for example, ten years the SDP
provision would increase by £0.154 billion.
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Special Nuclear Materials £2.067
billion — 8.28% of the value of the
provision (2020-21 £1.101 billion
8.36% of the value of the provision)

12.27 The Special Nuclear Materials Provision
is for the cost of storing materials that are
identified as of no further strategic use. The
materials are held on an enduring basis unless
identified as being consigned to the GDF.

12.28 The provision has become more
significant in 2021-22 due to the changes
in CPl and HMT Discount rates, rather than
changes in the underlying cashflows.

12.29 The provision is estimated using a
range of sources including fixed prices in
contracts which are extrapolated. The amount
of additional material, currently not in long
term storage, is estimated using planning
assumptions for similar materials and
quantities.

12.30 The Special Nuclear Materials provision
assumes the GDF is the end point for any
higher activity waste. It has been estimated
that if the date when a GDF will be available
is delayed by, for example ten years, the
provision would increase by £0.071 billion.

Other Decommissioning and
Restoration

12.31 Other decommissioning and restoration
provisions relate primarily to contaminated
sites where the Department has a constructive
or a legal obligation to restore the sites for
normal use. The estimated payments are
discounted using the Treasury discount rates
listed at paragraph 12.7.
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Early Retirement

12.32 Prior to December 2010, for those
employees covered by the Civil Service
Compensation Scheme who retired early,
the Department met the additional costs

of benefits beyond the normal civil service
pension scheme benefits by paying the
required amounts annually to the pension
schemes over the period between early
departure and normal retirement date. The
Department provides for this in full when the
early retirement programme becomes binding
by establishing a provision for the estimated
payments discounted by the Treasury
discount rate applicable to such provisions:
-1.3% with effect from 31 March 2022
(-0.95% from 31 March 2021). Employees
who retire early now do so on a ‘clean break’
basis, so no provision is required as there
are no costs in future years. During 2021-
22 increases of £2.6 million were made to
existing schemes and early retirement /
redundancy costs paid during the period
amounted to £3.8 million.

Legal

12.33 Legal liabilities include amounts
payable under guarantees, litigation and
contractual arrangements; some legal
liabilities (where the probability of settlement
against the Department is less certain) have
been reported as contingent liabilities.

Other

12.34 Other provisions include provisions for
costs on disposal of non-current assets and

redundancy and relocation costs associated

with restructuring.
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13. Retirement Benefit Schemes

13.1 The transactions and balances of

the Armed Forces Pension Scheme (AFPS)
(including the Gurkha Pension Scheme,

the Non-Regular Permanent Staff Pension
Scheme, the Reserve Forces Pension
Scheme and other minor pension schemes
covering locally employed personnel) and the
Armed Forces Compensation Scheme are not
consolidated in the financial statements. The
funding for the benefits provided by these
schemes is voted separately by Parliament
and accounted for in the AFPS Accounts.
The staff costs and other expenses, of
ensuring that pension and compensation
payments due are made in a timely and
accurate manner, as well as the employer
contributions, falls to and is included in the
Department’s accounts. Separate accounts
are prepared for the schemes and can be
found at: https://www.gov.uk/government/
collections/armed-forces-pension-scheme-
annual-accounts

13.2 The Department’s share of the
transactions and balances of other unfunded
multi-employer defined benefit pension
schemes to which employees belong

(e.g. under Civil Service Pension (CSP)
arrangements, the NHS Superannuation
Scheme and the Teachers’ Pension Scheme)
cannot be separately identified. The schemes
are therefore accounted for as defined
contribution schemes in accordance with IAS
19. Separate accounts are prepared for the
schemes and details can be found at:

¢ https://www.civilservicepensionscheme.

org.uk

https://www.gov.uk/government/
collections/teachers-pension-scheme
https://www.nhsbsa.nhs.uk/nhs-pensions

204 MOD Annual Report and Accounts 2021-22
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13.3 Other employees are members of
smaller unfunded pension schemes e.g.
schemes for Locally Employed Civilians
overseas. The liabilities for these schemes
are included as ‘Retirement benefit scheme
liabilities’ as part of the non-current liabilities
on the Department’s SoFP. There are

also funded pension schemes within the
accounting boundary i.e. the Commonwealth
War Graves Commission Superannuation
Scheme, the Council of Reserve Forces and
Cadets Associations Pension Scheme and
the AWE Pension Scheme; estimates of the
‘Retirement benefit scheme net assets and
liabilities’ of these schemes are included

as part of the non-current assets and non-
current liabilities on the Group SoFP.

13.4 The Department’s three unfunded,
defined benefit pension schemes are:

¢ the British Forces Cyprus pension scheme

— a pension scheme for locally engaged fire
fighters, employed by the MOD in Cyprus;
the Sovereign Bases Administration Areas
(SBAA) pension scheme — a pension
scheme for locally engaged police and
civilian grades in Cyprus; and

the United Kingdom Departments Gibraltar
(UKDG) pension scheme — for locally
employed staff in Gibraltar.

13.5 The Government Actuary’s Department
(GAD) completes a full valuation of each
scheme every four years and for the
intervening years produces actuarial reports
using the full valuations as a basis. Full
valuations were completed: for the UKDG

as at 31 March 2019 and for BFC and SBAA
as at 31 March 2018; the result of each full
valuation is reflected in the accounting period
following the review. Details of the liabilities
and other information used by GAD in their
calculations are shown in the following tables:
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2021-22 2020-21
United United
British Sovereign Kingdom British Sovereign Kingdom
Forces Bases | Departments Forces Bases | Departments
Cyprus | Administration Gibraltar Cyprus | Administration Gibraltar
(BFC) | Areas (SBAA) (UKDG) | Total (BFC) | Areas (SBAA) (UKDG) | Total
£M £M £M £M £M £M £M
Opening Balances 74.0 185.6 403.3 | 662.9 69.6 172.4 371.4| 6134
Current Service 2.5 7.3 10.9| 20.7 2.4 6.9 9.4 18.7
Cost
Interest Charges 0.9 2.4 5.0 8.3 1.3 3.2 6.7 1.2
Changes in 5.9 15.6 28.2 | 49.7 4.5 1.7 2741 43.3
assumptions
Benefits Paid (1.0) (2.4) (11.2) | (14.6) (1.1) (2.5) (11.3) | (14.9)
Exchange Rate (2.5) (6.2) -1 (8.7) (2.7) 6.1) - (8.8)
(gain)/loss
Experience (gain)/ 2.2 5.3 (0.1) 7.4 - - - -
loss'
Closing Balances 82.0 207.6 436.1 | 725.7 74.0 185.6 408.3 | 662.9

1. The changes due to experience gains and losses arise from scheme experience that has not coincided with the actuarial
assumptions made for the latest valuation. The main reasons for this difference are: a period of pay restraint for active
members of these schemes during the inter-valuation period; and a higher than expected rate of pensioner mortality
during the inter-valuation period.

13.6 GAD has completed sensitivity analysis
on the key assumptions underlying their
valuations of the unfunded schemes’ liabilities.
The analysis showed that there has been no
material movement in the total liability for any
of the schemes as a result of the assumptions
made. The principal actuarial assumptions as
at 31 March are below:

2021-22 2020-21
Discount Rate 1.55% 1.25%
Future Salary Increases 2.90% 2.22%
Future Pension Increases 4.15% 3.72%
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13.7 The numbers of members used in the calculations for each scheme were:

Number of Members as at the Number of Members as at the
Current Valuation Date' Previous Valuation Date'
Deferred Deferred
Active | Pensioners | Pensioners Active | Pensioners | Pensioners
British Forces Cyprus (BFC) 109 46 1 17 47 1
Sovereign Bases Administration
Areas (SBAA) 293 132 2 340 106 1
United Kingdom Departments
Gibraltar (UKDG) 488 1,134 270 570 1,161 305

1. In accordance with the FReM, actuarial valuations of the schemes are carried out every 4 years. The membership data
above reflects the updated information used at the time of these valuations. The current valuations for BFC and SBAA are
as at 31 March 2018, the previous valuations are as at 31 March 2014. The current valuation for UKDG is as at 31 March
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2019, the previous valuation is as at 31 March 2015.

13.8 The Group Accounts also include
three funded defined benefit schemes.
Funding for the schemes is provided by ‘the
employers’: the Commonwealth War Graves
Commission, the Council of Reserve Forces
and Cadets Associations and AWE plc.
Funding is in accordance with calculations
advised by the schemes’ actuaries and the
disclosures assume each organisation has a
right to refunds from the scheme for which it
is, or was, the employer. The retirement and
death benefits provided by the schemes are
based on final pensionable pay and length
of service and increase in line with inflation.
The schemes are:

¢ the Commonwealth War Graves
Commission Superannuation Scheme —
the assets of the Superannuation Scheme
are held separately from those of the
Commission and are administered by
the Scheme’s trustees. This scheme was
closed to future benefit accrual from 31
March 2016;

¢ the Council of Reserve Forces and Cadets
Associations Pension Scheme - the
governance of the Scheme is set out in
the scheme’s consolidated trust deed and
rules which require the trustees to perform

206 MOD Annual Report and Accounts 2021-22

all duties imposed on them by statute or
subordinate legislation concerning the
administration and management of the
Scheme; and;

e the AWE Pension Scheme - the Scheme
is managed, in accordance with its trust
deeds, by a separate company, AWE
Pension Trustees Limited. This scheme
was closed to new members, and future
accrual for the majority of existing
members, on 31 January 2017.

13.9 There have been no gains or losses
from settlement or curtailment events, e.g.
scheme closure, bulk transfers of members

or benefit reductions, during the year.
Funding for the schemes is not expected to
vary significantly in the next financial year
compared to the figures in the following

table and funding for the schemes has no
significant impact on MOD’s cashflow.
Contributions to the schemes are set out

in schedules of contributions and are liable

to change when reviewed as part of the
schemes’ full valuations; for example, the
ongoing valuation of the AWE scheme is likely
to result in agreement to revised contributions
prior to the end of the next accounting period.
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2021-22 2020-21

Reserve Reserve

Forces and | Commonwealth Forces and | Commonwealth

Cadets War Graves Cadets War Graves

Association | Commission AWE Association | Commission

Pension Superannuation | Pension Pension Superannuation

Scheme'’ Scheme? Scheme?® | Total Scheme' Scheme? Total
Scheme Assets £M £M £M £M £M £M £M
Opening Asset Balances 128.3 91.4 1,943.0 2,162.7 128.3 87.9 216.2
Interest on Scheme
Assets - 1.8 18.6 20.4 - - -
Benefits and Scheme
Expenses Paid - 4.0 (562.2) (56.2) - - -
Contribution by
Employers - 2.8 43.2 46.0 - - -
Other returns on assets
and actuarial gain/(loss) - 1.8 38.4 40.2 - - -
Net increase/(decrease)* - - - - - 3.5 3.5
Closing Asset Balances 128.3 93.8 1,991.0 2,213.1 128.3 914 219.7
Scheme Liabilities
Opening Liability
Balances (119.4) (130.5) | (2,366.0) | (2,615.9) (119.4) (124.5) | (243.9)
Current Service Cost - - (5.4) (5.4) - - -
Interest Cost - (2.4) (24.6) (27.0) - - -
Benefits and Scheme
Expenses Paid - (4.0) 52.2 48.2 - - -
Actuarial gain/(loss) - 8.8 295.8 304.6 - - -
Net (increase)/decrease* - - - - - (6.0) (6.0)
Closing Liability
Balances (119.4) (128.1) | (2,048.0) | (2,295.5) (119.4) (130.5) | (249.9)
Net Scheme Asset/
(Liabilities) 8.9 (34.3) (57.0) (82.4) 8.9 (39.1) (80.2)

. The valuations of the Reserve Forces and Cadets Association Pension Scheme is as at 1 August 2018. Details of the

latest valuation will be disclosed in the 2022-23 accounts.
The 2021-22 values for the Commonwealth War Graves Commission Superannuation Scheme are as at 31 March 2021.

The previous year's values are as at 31 March 2016.

On 1 July 2021, AWE plc was re-classified as a Non-Departmental Public Body. AWE plc, including its pension scheme, is

consolidated in the Department's Group accounts for the first time in 2021-22. The scheme values disclosed are as at 31
March 2022 and the asset and liability movements are for the period since 1 July 2021 based on that valuation.

22 onwards, where available, disclosed in more detail.
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Movements in the valuations of assets and liabilities, previously disclosed as net increases or decreases are, from 2021-
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13.10 The valuation of the schemes’ assets is inherently volatile as it depends on market
conditions and the market values of assets which change from day to day. As an example the
details of the assets held by AWE were:

Value as at

31 March 2022

Category of Investment £M
Equities 496
Property 139
Infrastructure 44
Hedge Funds 334
Bonds 498
Liability Driven Investments 402
Cash & Other 78
Total 1,991

The pension liabilities are a calculation of the
current value of future benefit payments.
These cashflows are due to be paid over a
considerable period of time, for example the
average duration of the AWE scheme liabilities
is 20 years. Liabilities are therefore uncertain
and can only be estimated. The risk
represented by the uncertainty in the asset
and liability valuations is not considered
significant to the MOD.

13.11 The principal actuarial assumptions used in the liability calculations were:

2021-221
Reserve Forces and Cadets Commonwealth War

Association Pension Graves Commission | AWE Pension

Scheme Superannuation Scheme Scheme

Discount Rate 1.70% 1.75% 2.70%
Inflation - Retail Price Index (RPI) 3.40% 3.60% 3.60%
Inflation - Consumer Price Index (CPI) 3.20% 3.10% 3.20%
Pension Increases 3.00% 3.10% 3.20%

1. The actuarial assumptions are disclosed for the first time in 2021-22.

The value of the liability is sensitive to
changes in these assumptions. For example,
for the AWE pension scheme the actuary
estimated the effect of a +/- 0.5% change in
the discount rate as a -/+ 10% or -/+ £213
million in the value of the liability and for a
+/- 0.5% change in the rate of pension

increases the effect was estimated as +/- 9%

or +/- £178 million change in the value of

the liability.
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13.12 The numbers of members used in the calculations for each scheme were:

Current Number of Members' Previous Number of Members'
Deferred Deferred
Active | Pensioners | Pensioners | Active Pensioners Pensioners
Reserve Forces and Cadets Association
Pension Scheme 885 1,213 417 903 1,201 405
Commonwealth War Graves Commission
Superannuation Scheme - 405 254 - 416 265
AWE Pension Scheme 25 4,742 6,214 25 4,736 6,492

1. The Reserve Forces and Cadets Association Pension Scheme's figures for the current number of members are as at
31 July 2021, the previous number of members are as at 31 July 2020. The Commonwealth War Graves Commission
Superannuation Scheme's figures for the current number of members are as at 31 March 2021, the previous number of
members are as at 31 March 2020. For the AWE Pension Scheme, the figures for the current number of members are as
at 31 March 2021 and the previous numbers are as at 31 December 2020.

14, Departmental Group — Capital Commitments

141 In addition to the liabilities listed in

the Statement of Financial Position the
Department, as part of its ongoing work,
enters into undertakings for substantial future
capital expenditure which, when the liability
is incurred, will be recorded in future financial
statements. The following future capital
commitments are not yet accounted for in the
financial statements:

15. Departmental Group — Other

15.1 The MOD has entered into non-
cancellable contracts which are not leases

or PFI contracts. Details of the payments to
which the MOD is committed are disclosed
below, analysed by the period during which
the commitment expires. These commitments
cover thousands of contracts including
contracts relating to equipment support,
estate maintenance, and information and
communications support.
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31 March 31 March
2022 2021
£M £M
Intangible assets 2,994.1 3,578.1
Property, plant and 21,377.7 19,602.9
equipment
Total 24,371.8 23,081.0
Financial Commitments
31 March 31 March
2022 2021
£M £M
Not later than 1 year 5,233.6 4,359.0
Later than 1 year but not 10,589.4 6,335.6
later than 5 years
Later than 5 years 4,070.4 2,323.8
Total 19,893.4 13,018.4

MOD Annual Report and Accounts 2021-22
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16. Departmental Group — Commitments under Leases

16.1 The totals of future minimum lease 16.4 The most significant operating lease
payments under operating and finance leases = commitments for buildings, as at 31 March
for the periods: not later than one year; later 2022, are for: Landgraaf accommodation
than one year and not later than five years £29 million (2020-21: £0.4 million), Aldershot
and later than five years are set out below. Health Centre £20 million (2020-21:

, £21 million), Cromwell House £16 million
16.2 Operating leases: (2020-21: £17 million), Waterbeach £15 million

(2020-21: £13 million), Service Families
S1Meren  STMER Accommodation £12 million (2020-21:
&M em| £18 million), a Dstl site £4 million (2020-21:
£16 million) and, disclosed for the first time
USA based property leases £184 million.

Obligations under
operating leases comprise:

Land 16.5 Other operating lease commitments

Not later than one year 9.2 6.8| include leased vehicles (including operational

Later than one year and 18.3 13.3| support vehicles) of £175 million (2020-21:

not later than five years £228 million), leased construction equipment

Later than five years 73.2 54.4 | £73 million (2020-21: £85 million), Helicopters
100.7 745 £26 million (2020-21: £9 million), Future

Buildings Forces Broadcasting Equipment £24 million

(2020-21: £48 million), Light Handling Training

Not later than one year 77.2 54.6 i o I
Later than one year and 196.2 1235 Aircraft £22 million (2020-21: £20 m|II|olnl),
not later than five years Defengg Fuels Global Resupply Capability
Later than five years 240.6 9.4 £13 million (2020-21: £.3.7 million), anew lease
for tug boats of £20 million, and, disclosed for
514.0 274.5 N L .
oth the first time, fuel pipeline £16 million. Each of
ther the remaining lease commitments is less than
Not later than one year 150.1 147.8 £10 million
Later than one year and 226.9 266.1
not later than five years
Later than five years 18.9 40.6
395.9 454.5

16.3 The most significant land operating
lease commitments, as at 31 March 2022, are
a lease for £17 million (2020-21: £17 million)
for land leased in Portsmouth and the £14
million lease (2020-21: £0.2 million) of the
Lulworth Training Area.
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16.6 Finance leases:

31 March 31 March
2022 2021
£M £M
Obligations under finance
leases comprise:
Land
Not later than one year 42.7 44.0
Later than one year and 171.0 176.2
not later than five years
Later than five years 7,250.1 7,511.3
7,463.8 7,731.5
Less interest element (6,708.6) (6,953.4)
755.2 7781
Buildings
Not later than one year 42.6 43.9
Later than one year and 170.3 175.5
not later than five years
Later than five years 7,218.6 7,481.1
7,431.5 7,700.5
Less interest element (6,679.3) (6,925.5)
752.2 775.0
Other
Not later than one year 15.7 13.3
Later than one year and 31.8 36.7
not later than five years
Later than five years 13.3 -
60.8 50.0
Less interest element (9.7) 6.2)
51.1 43.8

16.7 The Land and Buildings finance leases
relate to the arrangement with Annington
Homes Ltd for the provision of homes

for service personnel and their families
£1,507 million (2020-21: £1,553 million).

The Other finance leases are Strategic Sealift
£33 million (2020-21: £44 million) and a new
lease, from May 2021 for C17 flight simulator

training £18 million.
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17. Departmental Group — Commitments under Service
Concession Arrangements

1714 The following arrangements that fulfiled during 2021-22; details of the assets financed
the criteria for IFRIC 12, including those that under these arrangements are included at
ended during the reporting period, have been  Note 6 — Property, Plant and Equipment:
accounted for as assets of the Department

Contract| Contract
Project Description Start’ End

Defence Fixed Telecommunications System: Integration of 50 fixed telecommunications Jul-97 Jul-23
networks used by the Armed Forces and MOD, including the delivery of voice, data,
LAN interconnect and other WAN services.

Medium Support Helicopter Aircrew Training Facility: Provision of 6 flight simulator Oct-97 Oct-37
training facilities, covering three different types of helicopter, at RAF Benson.

Veolia PFI (formerly Thames Water and Tidworth Water and Sewage): Pathfinder project Feb-98 Aug-23
providing water, sewerage and surface water drainage at Tidworth.

Joint Services Command and Staff College (JSCSC): Design and delivery of a new Jun-98 Aug-28

tri-Service Command and Staff Training College infrastructure and supporting services,
including single residential accommodation and families accommodation.

Family Accommodation Yeovilton: Provision of family accommodation for 88 Service Jul-98 Jul-28
families at RNAS Yeovilton

Lyneham Sewage Treatment: Refurbishment of existing sewage treatment facilities at Aug-98 Mar-24
Lyneham.

RAF Fylingdales: Provision of guaranteed power supply. Dec-98 Mar-24
RAF Cosford / RAF Shawbury Family Accommodation: Provision of accommodation for Mar-99 Jun-25
145 Service families at RAF Cosford and RAF Shawbury

Central Scotland Family Accommodation: Provision of accommodation for 164 Service Aug-99 Mar-22
families in Central Scotland.

Army Foundation College: Provision of teaching and training facilities for the further Feb-00 Dec-29
vocational education and military training of high-quality school leavers.

Main Building Refurbishment: Redevelopment and management services for MOD Main May-00 May-30
Building.

Family accommodation at Wattisham: Provision of accommodation for 250 Service May-01 May-28
families

Training: Provision of a training environment for crewmen and maintainers to support Sep-01 Sep-37
submarines.

Family accommodation at Bristol/Bath/Portsmouth: Provision of accommodation for 317 Nov-01 Oct-28

Service families

Heavy Equipment Transporters: provision of vehicles to replace existing fleet and meet Dec-01 Jul-24
future requirements

Field Electrical Power Supplies: Provision of generator sets to support operational Jun-02 Jun-22
electrical requirements in the field.

Aquatrine Project A: Provision of water and waste water services. Apr-03 Nov-28
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Contract Contract

Project Description Start' End
Naval Communications: Submarine fleet communications service. Jun-03 Dec-30
Defence Sixth Form College: Development of a sixth form college to help meet the Jun-03 Aug-21
future recruitment requirements in the Armed Forces and MOD Civil Service.

Skynet 5: Range of satellite services, including management of existing Skynet 4 Oct-03 Aug-22
satellites.

Colchester Garrison: Redevelopment, rebuilding and refurbishment to provide Feb-04 Feb-39
accommodation and associated services (messing, education, storage, workshops).

Devonport Armada Single Living Accommodation: Provision of Support Services and Jul-04 Mar-29
Fleet Accommodation Centre services at Devonport Naval Base.

Aquatrine Project B: Provision of water and waste water services. Sep-04 Mar-30
Aquatrine Project C: Provision of water and waste water services. Oct-04 Mar-30
C Vehicles: Provision of Earthmoving and Specialist Plant, Engineer Construction Plant Jun-05 May-21
and Material Handling Equipment and support services.

Portsmouth 2 Housing: Provision of accommodation for 148 Service families in Oct-05 May-32
Portsmouth.

Project Allenby/Connaught: Rebuild, refurbishment, management and operation of Mar-06 Apr-41

facilities for Service accommodation at Aldershot, Tidworth, Bulford, Warminster, Larkhill
and Perham Down.

Northwood: Rebuild, refurbishment, management and operation of facilities for the Jul-06 Oct-31
Permanent Joint Headquarters.

Combined Aerial Targets (CATS): Provision of aerial targets and associated ground Dec-06 Mar-28
equipment and support services.

Provision of Marine Services: Provision of marine services at UK Dockyard Ports at Dec-07 Dec-22

Portsmouth, Devonport and Clyde and support to military exercises, training and deep
water trials, worldwide.

Future Strategic Tanker Aircraft (FSTA): FSTA is an innovative PFI programme that will Mar-08 Mar-35
provide modern air-to-air refuelling and passenger air transport capabilities.

UK Military Flying Training System: Advanced Jet Trainer, Ground Based Training May-08 May-33
Equipment Element: Management and provision of Fast Jet Phase IV training and Fixed

Wing Training.

Corsham Development Project: Rebuild, refurbishment, management and operation of Aug-08 Jul-33

facilities at the Basil Hill site.

1. Date when contract signed.

17.2 The substance of an arrangement 2021-22 were £1.3 billion (2020-21: £1.3
accounted for under IFRIC 12 is that the billion) and interest charges for 2021-22
Department has a finance lease with the were £0.2 billion (2020-21: £0.3 billion). Total
provider, with payments comprising an obligations under SCA (consisting of the
imputed finance lease charge (interest), a minimum lease payments, interest and any
repayment of capital and a service charge. minimum service charges) analysed by time
Service and interest charges are accounted periods are shown in the table following:

for within the SOCNE. Service charges for
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31 March | 31 March
2022 2021
£M M
Details of the imputed
finance lease charges
Not later than one year 574.5 643.8
Later than one year and not 1,620.0 1,751.6
later than five years
Later than five years 2,964.2 3,364.0
Total 5,158.7 5,759.4
Less interest element (1,605.5) (1,792.7)
Present value of 3,553.2 3,966.7
obligations
Details of the minimum
service charge
Not later than one year 1,063.1 1,139.8
Later than one year and not 3,146.0 3,367.0
later than five years
Later than five years 5,317.4 6,068.4
Total 9,526.5 10,575.2

17.3 The Service Concession Arrangements
with obligations over £100 million are:

e Future Strategic Tanker Aircraft (FSTA) -
providing air to air refuelling and passenger
air transport capabilities £1,799 million
(2020-21: £1,885 million).

¢ Colchester Garrison — redevelopment,
rebuilding and refurbishment to provide
accommodation and associated services
£443 million (2020-21: £460 million).

¢ Project Allenby Connaught — a project for
the rebuild, refurbishment, management
and operation of facilities for Service
accommodation at: Aldershot, Tidworth,
Bulford, Warminster, Larkhill and Perham
Down £364 million (2020-21: £375 million).

¢ Main Building refurbishment £234 million
(2020-21: £249 million).
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18. Departmental Group —
Contingent Liabilities and
Contingent Assets Disclosed
under IAS 37

Contingent Liabilities

18.1 The following liabilities are either:
possible obligations arising from past events
and whose existence will be confirmed

only by the occurrence or non-occurrence
of one or more uncertain future events not
wholly within the Department’s control; or
present obligations where it is not probable
that an outflow of economic resources will
be required to settle the obligation. There
are some liabilities where details, other than
the estimated amounts are not given due to
reasons of commercial confidentiality and /
or national security. Due to the nature of the
liabilities disclosed below it is not considered
possible for any reimbursement to occur.
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18.2 The following quantifiable contingent liabilities have been identified, the estimates shown

are based on the most likely value:

Quantifiable Contingent Liabilities under IAS 37

Description and Key Uncertainties

31 March
2021
£M

Increase /
(Decrease)
in year

£M

Liabilities

crystallised

in year
£M

Obligation
expired

in year

£M

31 March

2022
£M

Indemnity to contractors for third party claims

This obligation has expired following completion of the
contract.

282.0

(282.0)

Contractor claims as result of contract termination

Several costs are associated with closure of a production
line, including reimbursement of site and workforce
rationalisation costs. The final cost is dependent on future
export opportunities.

207.2

5.1

212.3

Liability for redundancy

Uncertainties in calculating this liability include: life
expectancy, age, length of service, salary and number of
dependants.

18.7

(11.6)

7.0

Legal claims (personal)

This estimate, of the liability created by legal claims that
have been made against the Department, is based on data
provided by the Company managing those claims.

24.6

6.8

3141

Environmental clean-up costs

Uncertainties include the effectiveness of mitigation action
and the possibility of unidentified hazards and damage.

44.9

0.8

(30.0)

156.7

Potential liability arising from the Colchester Garrison P

There is uncertainty surrounding the timing, likelihood and
impact of a change in the law.

20.0

20.0

Indemnity for utilities and services following the sale of

Service housing

Uncertainty in the timing of sales and changes to related
utilities and services’ agreements are included in this
estimated liability.

21.4

(20.4)

1.0

Sensitive

Not disclosed due to reasons of commercial confidentiality
and / or national security.

988.2

0.9

987.3

New Fair Deal arrangements for staff pensions: staff tra

nsferred from Central Government

Uncertainties include: the number of eligible personnel, the
value of accrued pension benefits and the relative value of
private and public pension schemes.

2.2

0.3

2.5

Indemnity related to potential damage to items in storage or transit

and to cables

The likelihood and cost of any damage is uncertain.

1.1

0.3

14

Total quantifiable contingent liabilities

1,610.3

(7.5)

(324.5)

1,278.3
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18.3 The Department has the following
unquantifiable liabilities in accordance with
IAS 37. This could be due to a variety of
reasons such as: the possibility of multiple
scenarios and permutations (often involving
complex and changing technology); and the
variety and the uncertainty surrounding the
events that may lead to crystallisation of any
obligation. Objective evidence to support
valuations of these liabilities is not available
and hence they cannot be measured with
sufficient reliability. The liabilities will remain
for the foreseeable future because they relate
to possible obligations in respect of enduring
companies, products, projects, equipment,
technologies and property. The liabilities are:

¢ The Department has several sites
where it may be necessary to carry
out decontamination work. It is not
practicable or cost effective to identify all
contamination at these sites. Any possible
liability is therefore not quantified.

e Service Life Insurance is a life insurance
scheme for Service personnel which aims
to guarantee access to cover throughout
their service. The insurer undertakes to
cover the risk for all deaths regardless of
cause within a contracted mortality rate of
75 deaths per 100,000 members. Above
this mortality rate MOD would be liable.
The likelihood and scale of any triggering
event is uncertain.

e Under the Defence Marine Services
contract losses or claims which relate
to towing are handled according to the
terms of the International Ocean Towage
Agreement (TOWCON). Under TOWCON
the contractor is indemnified by the MOD
for injury to persons on towed vessels, loss
or damage caused to towed vessels, and
loss or damage caused to 3rd parties by
towed vessels. The likelihood, cost and
scale of incidents that might lead to a claim
are uncertain.
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¢ The Department has environmental and
safety responsibility for many shipwrecks
both in UK waters and globally. The
timing, scope and value of any necessary
interventions remains uncertain.

e Limit of contractor liability provided
to Serco Ltd in respect of damage to
Government property. This includes
consequential and indirect loss under the
Brize Services Contract, to supply services
at RAF Brize Norton.

19. Related Party Transactions

19.1 The Department is the parent of the:
DE&S BTE, DECA, Dstl and SDA agencies
and sponsors the non-departmental public
bodies and other bodies shown in Note 20 -
Entities Within the Departmental Boundary.
These bodies are regarded as related parties
with which the Department has had various
transactions during the year.

19.2 In addition, the Department has had a
number of transactions with other government
departments and other central government
bodies.

19.83 Details of individuals who served as
Ministers and Board Members during the
year are listed in the Remuneration Report.
No Minister or Board Member or their
related parties has undertaken any material
transactions with the Department during the
year.
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20. Entities within the Departmental Boundary

20.1 The entities within the boundary during
2021-22 were as follows:

On-Vote Defence Agencies

Defence Electronic Components Agency

Defence Equipment and Support — Bespoke Trading
Entity

Defence Science and Technology Laboratory

Submarine Delivery Agency

Non-Departmental Public Bodies

Armed Forces Covenant Fund Trustee Limited

AWE plc'

National Museum of the Royal Navy

National Army Museum

Royal Air Force Museum

Single Source Regulations Office

Advisory Non-Departmental Public Bodies

Advisory Committee on Conscientious Objectors

Armed Forces Pay Review Body

Defence Nuclear Safety Committee

Independent Medical Expert Group

Nuclear Research Advisory Council

Science Advisory Committee on the Medical
Implications of Less-Lethal Weapons

Veterans Advisory and Pensions Committees

Other Bodies

Advisory Group on Military Medicine

Central Advisory Committee on Compensation

Commonwealth War Graves Commission

Defence Science Expert Committee

Independent Monitoring Board for the Military
Corrective Training Centre, Colchester

International Military Services Limited

Royal Hospital Chelsea

Service Complaints Ombudsman

Service Prosecuting Authority

Territorial, auxiliary and volunteer reserve associations
established under section 110 of the Reserve Forces
Act 1996 c14

1. With effect from 1 July 2021, AWE plc was re-classified
as a Non-Departmental Public Body forming part of the
MOD’s Group accounts for the first time in 2021-22.
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20.2 On 1 July 2021 AWE plc was re-
classified as a Non-Departmental Public
Body. AWE plc is a company wholly owned
by the MOD, it was designated, under the
Government Resources and Accounts Act
2000 (Estimates and Accounts) Amendment
Order 2021 (S1 2021/1441), for consolidation
as part of the 2021-22 MOD Group Accounts.

20.3 The purpose and functions of AWE
plc are to design, manufacture, maintain and
when required, safely disassemble nuclear
warheads. AWE plc's role includes: holding
the site licences granted by the Office for
Nuclear Regulation, employing staff and
entering into contracts as required to fulfil
activities across the entire life cycle of nuclear
warheads - from initial concept and design,
to manufacture and assembly, in-service
support, and decommissioning.

20.4 As aresult of the designation of AWE
plc for inclusion in the MOD Group Accounts,
and in accordance with the FReM, the

net assets of AWE plc (£0.1M) have been
included in the accounts for 2021-22 (the
details are in the following table) and prior
year figures have not been adjusted. The

net assets were subsequently reduced (by
-£446M to -£445.9M) by aligning accounting
policies and removing inter-group balances
for payables and receivables as set out in the
following table.
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Adjusted balances
following
AWE plc Adjustments to Adjustments absorption of
Balances align accounting to remove inter AWE plc into the
Transferred policies group balances Group Accounts
30 June 2021 1 July 2021 1 July 2021 1 July 2021
£M £M £M £M

Non-current assets
Intangible assets - - - -
Property, plant and equipment - - - -
Financial assets - - -
Receivables due after more than one year 424.6 (428.0) (1.6) 0.0
Total non-current assets 424.6 (423.0) (1.6) —
Current assets -
Non-current assets held for sale - - - -
Inventories - - - -
Receivables due within one year 121.4 - (46.9) 74.5
Financial assets - - - -
Cash at bank and in hand 99.8 - 99.8
Total current assets 221.2 - (46.9) 174.3
Total assets 645.8 (4283.0) (48.5) 174.3

Current liabilities

Payables due within one year (220.5) - 25.5 (195.0)
Provisions due within one year (1.1 - - (1.1)
Financial liabilities - - -
Total current liabilities (221.6) - 25.5 (196.1)
Total assets less current liabilities 424.2 (4283.0) (23.0) (21.8)
Non-current liabilities -
Provisions due after one year 1.1) - - (1.1)
Retirement benefit scheme liabilities (423.0) - - (423.0)
Payables due after more than one year - - - -
Total non-current liabilities (424.1) = = (424.1)
Total assets less total liabilities1 0.1 (423.0) (23.0) (445.9)
Taxpayers’ equity and other reserves -
General fund 0.1 (423.0) (23.0) (445.9)
Total equity 0.1 (423.0) (23.0) (445.9)

20.5 The most significant impact of the
absorption of AWE plc into the MOD’s Group
Accounts is the inclusion of the £423M deficit
in the AWE Pension Scheme. Further details
of the Group’s funded retirement benefit
schemes including the AWE Pension Scheme

are provided at Note 13.
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21. Events After the Reporting

Date

21.1 These accounts have been authorised
for issue by the Accounting Officer on the
same date as the Comptroller and Auditor
General’s Audit Certificate.
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Annual Accounts 2021-22 | Annex A: Statement of Approved Maximum Armed Forces Numbers

Annex A: Statement of Approved Maximum Armed
Forces Numbers

Maximum Numbers of Personnel to be Maintained for Services with the Armed Forces:

Numbers Voted Maximum
by the House Numbers
of Commons Maintained' Peak Dates
Naval Service
Royal Navy Officers 7,000 6,210 February 2022
Men and Women 23,700 21,210 August 2021
Aggregate 30,700 27,360 October 2021
Royal Marines Officers 1,000 860 February 2022
Men and Women 7,200 5,930 | November 2021
Aggregate 8,200 6,780 | November 2021
Army Service
Army (other than Services Officers 14,610 13,470 October 2021
below) Men and Women 88,500 71,500 April 2021
Aggregate 103,160 84,710 April 2021
Commonwealth, Colonial,&c., | Officers 190 170 October 2021
troops abroad and Gurkhas | Men and Women 5,070 4,100 March 2022
Aggregate 5,260 4,260 March 2022
Air Force Service
Royal Air Force Officers 8,600 8,110 March 2022
Men and Women 27,800 25,370 August 2021
Aggregate 36,400 33,400 August 2021
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Maximum Numbers of Personnel to be Maintained for Service with the Reserve Armed Forces:

Numbers Voted Maximum
by the House Numbers
of Commons Maintained! Peak Dates
Reserve Naval and Marine Services
Royal Fleet Reserve (Naval Officers | Officers 4,960 2,020 April 2021
and Ratings) Men and Women 9,000 2,040 January 2022
Aggregate 13,960 4,050 March 2022
Royal Fleet Reserve (Marine Officers | Officers 470 200 April 2021
and Marines) Men and Women 2,610 790 April 2021
Aggregate 3,080 980 April 2021
Royal Naval Reserve Officers 1,400 1,200 August 2021
Men and Women 2,300 1,910 May 2021
Aggregate 3,700 3,070 May 2021
Royal Marine Reserve Officers 120 90 May 2021
Men and Women 1,250 990 July 2021
Aggregate 1,370 1,080 July 2021
Royal Naval Reserve (List 7) Officers 1,100 940 February 2022
Reserve Land Forces
Army Regular Reserve Officers 8,830 6,960 April 2021
Men and Women 23,180 17,680 April 2021
Aggregate 32,010 24,640 April 2021
Army Reserve Officers 9,900 6,240 | September 2021
Men and Women 36,430 27,740 May 2021
Aggregate 46,330 33,940 April 2021
Reserve Air Forces
Royal Air Force Reserve Officers 4,500 3,740 March 2022
Men and Women 9,000 6,780 May 2021
Aggregate 13,500 10,400 June 2021
Royal Auxiliary Air Force Officers 950 840 March 2022
Men and Women 3,850 2,550 May 2021
Aggregate 4,800 3,370 May 2021
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Maximum Numbers of Personnel to be Maintained for Service as Special Members of the

Reserve Forces:

Numbers Voted Maximum
by the House Numbers
of Commons Maintained' Peak Dates
Special Members of The Reserve Naval Forces
Royal Naval Reserve Officers 850 680 August 2021
Men and Women 1,620 1,070 April 2021
Aggregate 2,470 1,750 April 2021
Special Members of The Reserve Land Forces
Army Regular Reserve Officers 20 0 Table note 2
Men and Women 130 0 Table note 2
Aggregate 150 0 Table note 2
Army Reserve Officers 20 0 Table note 2
Men and Women 540 140 May 2021
Aggregate 560 140 May 2021
Special Members of The Reserve Air Forces
Royal Air Force Reserve Officers 100 50 April 2021
Men and Women 180 140 August 2021
Aggregate 280 200 August 2021

1 The figures for Maximum Numbers Maintained have been rounded to the nearest 10, with numbers ending in 5 being

rounded to the nearest multiple of 20 to prevent systematic bias.
2 Strength has been zero for the whole time period.
Additional Note: Totals and sub-totals have been rounded separately and so may not equal the sum of their rounded parts.
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Annex B: Sponsorship Arrangements over £5,000

Sponsor
Contribution
Activity Name of Sponsor £ excluding VAT
RAF Falcons Parachute Team
Cotswold Outdoors £10,120
IrvinGQ £5,000
Airtec GmbH & Co. KG Safety Systems £25,000
RAF Red Arrows (RAFAT)
‘ Jeppesen (Boeing Digital Solutions) £73,150
Typhoon Display Team (TDT)
Breiltling £7,000
Leonardo £40,000
BAES £40,000
Battle of Britain Memorial Flight (BBMF)
BAES £90,000
Switch Mobility Ltd (formerly Optare) £25,825
Chinook Display Team
Big Blue Door £5,000
Level Peaks Associates £8,000
Force Atlantic Rowing Team
Indigo £5,000
Technogym £7,000
M2M £15,000
Pinacle £10,000
Atlantic Ubique Rowing Team
Barratt Developments PLC £22,500
AT Exped - Ex Northern Antartic Endurance “Polar Preet”
Team Army Sports Foundation £40,000
BFPS Chalfont rove £10,000
Red Devils Sponsorship
Wescom Defence £36,305
511 £16,000
Burton McCall £19,840
Hive Communications Ltd (BlueBeeg) £5,000
RN Wildcat Display Team
‘ Leonardo UK Limited £10,000
HMS Oardacious
Jacobs UK Limited 75,000
RNRMC (funding from Elba Foundation, as in BC. RNRMC £100,000
control the funds and Oardacious request the funds from
RNRMC to spend)
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Annex D: Greenhouse Gas Emissions'

Emission Sources Ref. 2019-20 2020-21 2021-22
Non-Financial Defence Carbon Footprint (Scopes 1,2 and 3)? 3,650 2,889 3,341
Indicators Estate Emission and Business Travel UK only (covered 3,084 2,527 2,901
tCO2e 000s by GGC 2025) and Capability Energy (b+d+f+k)
Estate Emission and Business Travel UK only (covered 1,097 1,043 956
by GGC 2025) (b+f+k)
Scope 1 2,621 2,152 2,538
Estate Direct Emission (UK and overseas) a 596 633 558
of which GGC (UK only) b 553 597 522
Capability Energy® ¢] 1,987 1,485 1,945
Fugitive emissions d 38 34 35
Scope 2 496 421 399
Estate electricity and heat (UK and overseas) e 496 421 399
of which GGC (UK only) f 465 395 375
Scope 3 533 316 403
Waste Generated g 4 3 3
Employee commuting h 58 41 50
Service Family Accommodation (SFA) i 186 184 183
Duty Travel* (UK and overseas) j 285 87 168
of which GGC (UK only) k 79 51 58
Related Energy® Electricity: Non-renewable 1,788,171 1,661,414 | 1,726,487
Consumption Electricity: Renewable 18,748 21401 | 20,261
KWh 000s Natural Gas 2,562,547 2,740,139 | 2,471,064
LPG 80,331 91,811 82,106
Other 417,683 428,035 343,735
Related Equipment Aviation fuel 472,029 384,998 424,391
Eneray Consumplion [ Ground Fuel 57,074 21654 | 32,999
Maritime Fuel 200,065 141,458 245,307
Other Fuel® 180 190 287
Financial Indicators Expenditure on energy 347,132 317,890 336,155
£000s Expenditure on official business travel 156,985 80,651 78,647
Expenditure on equipment energy (fuel) 323,339 289,702 278,592

1. Greenhouse Gas Emission measurements follow the Greenhouse Gas Protocols (GGC). Within this Annual Report and Accounts,
we have reflected a more comprehensive emissions footprint. It is built on previous GGC reporting and captures new emissions
areas (Fugitive emission, Employee commuting and emissions from waste) as well as worldwide estate energy consumption and
fuel consumption in operations, domestic and international travelling.

2. New GGC 2021-25 Scopes cover all MOD UK establishments (excluding Service Family Accommodation) rather than a limited
number of UK establishments, increasing estate emissions proportionately in comparison to previous GGC 2016-20 frameworks.

3. Capability Energy includes emissions from military aviation, maritime, green fleet, white fleet and charter fuel emissions. Due to
data reconciliation in previous years, ground fuel consumptions emission figures are now revised with the latest data recorded.

4. Duty Travel covers both overseas and domestic travel including non-operational travel, compassionate travel, resettlement
travel. Whereas GGC only focuses on domestic business travel and excludes compassionate travel and resettlement. An
estimate for 2020-21 flight and railway travel emissions has been applied due to data availability.

5. Related Energy consumption (KWH) reflects the Defence Carbon Footprint total.

6. Other fuel in equipment energy consumption includes kerosene.
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Annex E: Water and Waste Data

Water Data 2019-20 2020-21 2021-22

Non-Financial Indicators | Water consumption' 15,618 15,306 15,235

000s m?®

Financial Indicators Water and Wastewater supply costs 62,286 63,839 65,374

£000s (GB estate within GGC scope)

Waste Data? 2019-20 2020-21 2021-22

Non-Financial Indicators | Total waste 56 47 46

tonnes 000s Landfil 2 2 1
Recycled 18 12 14
Reused 0 0 1
Composted 5 5 5
Incinerated with energy recovery 34 32 32
Incinerated without energy recovery 2 0 0

1. Water consumption represents the new GGC 2021-25 scope which includes ~2,400 Aquatrine PFI sites in GB.

Northern Ireland is excluded. Furthermore, the new GGC scope excludes Distribution Losses and Service Family.
2. Waste data follows the new GGC2021-2025 Scopes which include all MOD UK estates waste generated. The new Scopes
exclude military end of life equipment, hazardous waste, waste generated from Service Family Accommodation, sanitary

and clinical waste.
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Annex F: Arm’s Length Bodies —
Additional Information

Net Permanently
expenditure employed staff Other Staff
Total Total | for the year

Operating Operating (including Staff Staff
Arm’s Length income | expenditure financing) | Number of| Costs| Numberof | Costs
Body £M £M £M | employees £M | employees £M
Armed Forces 3.3 25.7 22.4 12 0.7 5 0.1
Covenant Fund
Trustee Limited
National Museum (14.2) 14.8 0.6 169 5.6 25 0.4
of the Royal Navy
National Army 0.8 8.5 7.7 74 3.3 0 -
Museum
Royal Air Force (3.3 15.4 1241 178 6.1 0 -
Museum
Single Source (0.2 6.5 6.3 34 4.3 2 0.3
Regulations Office
Commonwealth (21.3) 74.5 53.2 1,222 40.3 35 0.2
War Graves
Commission
International 0.1) 0.3 0.2 1 - 0 -
Military Services
Limited
Royal Hospital (10.5) 22.4 1.9 260 10.6 15 0.7
Chelsea
Territorial, (33.8) 129.0 95.2 910 31.3 1 -
auxiliary and
volunteer reserve
associations
AWE plc (24.1) 452.8 428.7 6,371 211.5 200 20.4
Total (111.6) 749.9 638.3 9,231 313.7 283 221

Note: All tabled information was materially correct and accurate as at the approval date of the accompanying annual report
and accounts.
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