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FIRST REPORT FROM THE FOREIGN AFFAIRS COMMITTEE
SESSION 2007-08

FOREIGN AND COMMONWEALTH OFFICE ANNUAL REPORT 2006-07

RESPONSE OF THE SECRETARY OF STATE FOR FOREIGN AND
COMMONWEALTH AFFAIRS

The Secretary of State for Foreign and Commonwealth Affairs welcomes the First Report from the
Foreign Affairs Committee in Session 2007-08 on the 2006-07 Annual Report of the Foreign and
Commonwealth Office (FCO). This Command Paper sets out the Government’s detailed response
to the Report, in particular to the Committee’s sixty specific conclusions and recommendations.

Form of the Departmental Annual Report and related papers

1. Given the scale of its efficiency programme, we recommend that in its next Annual Report
the FCO considers devoting more space to reporting progress on meeting its efficiency target.
(Paragraph 8)

FCO Response: We welcome the Committee’s feedback on the overall balance of the narrative in the
FCO Departmental Report 2006/07. The length of the Efficiency section was based on HM Treasury
guidance* that “for most departments, 1-2 pages [devoted to efficiency reporting] should suffice.”
However, given the scale of our efficiency programme, we shall look to provide the Committee with
more detail on progress against our targets in our Departmental Report 2007/08 (which will look
forward to CSR07 VFM savings as well as report on delivery of SR04 efficiencies).

Comprehensive Spending Review settlement

2. We conclude that the Comprehensive Spending Review 2007 (CSR07) settlement for the FCO,
one of the tightest in Whitehall, risks jeopardising the FCO’s important work. We recommend that
in its response to this Report the FCO sets out what impact an average real annual reduction in its
budget will have on its programmes over the CSR07 period. (Paragraph 21)

FCO Response: In common with Departments across Whitehall, the CSR requires the FCO to

deliver annual efficiency savings of 3% in real terms on its baseline budget, within which we must
achieve annual real terms efficiency gains of 5% on our Administration spend. We intend to achieve
these challenging targets through a range of efficiency measures which aim to standardise, simplify
and streamline our corporate services and management and support functions overseas. This will

allow us to focus our diplomatic effort, and programme expenditure, on our highest priorities. In
particular, additional resources will be devoted to achieving four policy goals (listed in response to
Recommendation 13 below). This will mean reducing the FCO’s resources devoted to certain other
issues, although our global network will continue to deliver the whole of the Government’s agenda
overseas. As the Foreign Secretary commented in his blog at the time of the CSR announcement: “[this]
settlement gives us the money we need to make a difference on the most important foreign policy issues,
to continue to deliver excellent services to the public, and to modernise — it reflects the importance of
the FCO in delivering the Government’s agenda in an increasingly globalised world, and should help us
strengthen the UK’s global influence”.

(*HM Treasury Public Expenditure System (2006), 20 December 2006.: Guidance for the Spring 2007
Departmental Reports, section 9).



3. We recommend that in its response to this Report the FCO set out what items of one-off
and time-limited expenditure were excluded in the baseline for calculating the FCO’s CSR07
settlement and the grounds on which it was considered reasonable to exclude them. (Paragraph 22)

FCO Response: The FCO’s CSR baseline did not include sums allocated in RfR2 for Conflict
Prevention together with in-year claims against the DEL Reserve. This follows standard Treasury
practice.

4. We conclude that it was wrong that the FCO had much of its activity defined as administration
during the Spending Review 2004 period and that the reclassification of £300,000,000 for front-
line diplomacy activity from “administration” to “programme” expenditure is to be welcomed.
We recommend that in its response to this Report the FCO clarify what the outcome was of its
discussions with the Treasury on this point. (Paragraph 24)

FCO Response: The FCO welcomes the Committee’s conclusion on this issue. The CSR Settlement
agreed with the Treasury confirmed that the £300,000,000 of the Department’s Near-Cash Resource
DEL expended on meeting the direct costs of front-line staff overseas will in future be treated as
Programme, rather than Administration as hitherto.

5. We conclude that the FCO should not have to meet the growing cost of international
subscriptions without a corresponding increase in its budget and recommend that in its response
to this Report the FCO also set out whether its budget was raised accordingly for the CSR07
period. (Paragraph 25)

FCO Response: The FCO’s CSR Settlement recognised the growing burden of international
organisation subscriptions and adjusted the balance of the existing cost-sharing agreement with the
Treasury so that in future the FCO budget will only be required to meet 40% of costs above the
£102,000,000 baseline set in SR2002. However, the Chief Secretary to the Treasury did not agree to an
increase in this baseline.

6. We conclude that the estates security programme begun in Spending Review 2004 must not be
disrupted, since it affects the safety of staff. We recommend that in its response to this Report the
FCO explains whether it has received the funding it requires to continue this programme and that
it breaks down how the £183 million in capital additions will be used. (Paragraph 26)

FCO Response: We are confident that the additional capital allocation of £183m over the CSR period
will enable us to deliver our estates security programme.

The details of the programme are still being developed. We will be happy to share these with the
Committee, as they become available.

Measuring performance

7. We recommend that in its 2007-08 Annual Report, the last report covering its performance
against its SR04 PSAs, the FCO provide more evidence to support its assessments against target
indicators. We are disappointed that the FCO was unable to assess its performance against all but
one of its consular targets in its Annual Report because the I'T system was not able to produce the
data required. We find it surprising that Compass was not designed with this functionality and
we recommend that in its response to this Report the FCO inform us of progress in adding this
functionality to Compass. (Paragraph 34)



FCO Response: We will provide more evidence within our 2007-08 Departmental Report in support of
the final assessment against our SR04 PSA target indicators.

For the consular targets, with improved reporting systems in place by March 2008, we hope to provide
better evidence of our assessment against them. Unfortunately, because the cycle of our annual data
collection is not in line with the reporting cycle (which is being rectified), all the data will not be
available in time for the publication of the 2007/08 annual report.

As part of the Consular Strategy Programme, we have started a Management Information Project to
improve the quality of reporting within the Directorate. For the next financial year, 2008/09, we are
introducing a number of IT and business systems to produce the data that is required. These new systems
include the ability to report from Compass (for Assistance work), BRIT (for passport related data), and
consular posts on a monthly basis. So, from the start of the next financial year we will be able to report
more regularly and within cycle on how we are measuring up against our targets.

8. We recommend that in its response to this Report the FCO set out what representations it
has made to other EU Member States in order to try to reach a common position on Kosovo.
(Paragraph 42)

FCO Response: We agree with the Committee’s assessment of the progress of the Kosovo status process
and with Lord Ashdown’s argument that an absence of EU leadership risks a vacuum which others
could fill.

We consider that an early resolution of Kosovo’s status is crucial to the stability and security of the
Western Balkans and Europe as a whole. We have made clear that a settlement should be acceptable to
the people of Kosovo and promote a multi-ethnic society offering a future for all its citizens.

The FCO has worked closely with our EU partners to build the consensus needed for the EU to show
leadership by signalling its determination to see the Kosovo status process through to rapid completion.
Embassies in EU countries have been in regular touch with host Foreign Ministers setting out UK
thinking and emphasising the need for an effective and united EU position. There have been intensive
contacts with EU partners at Ministerial level. On 7 December, the Foreign Secretary, together with his
German, French and Italian colleagues, wrote to EU Foreign Ministers underlining the need for the EU
to demonstrate its readiness to meet its responsibilities in respect of stability and security in Europe by
playing a leading role in bringing the Kosovo status process through to completion and in implementing
a settlement.

In recent meetings of the EU, there has been strong recognition that the Troika process has exhausted
all options, that the status quo in Kosovo is unsustainable and that an early settlement is vital. At
the European Council on 14 December, the EU underlined its readiness to play a leading role in
strengthening stability in the region and in implementing a settlement defining Kosovo’s future status.

9. We welcome Lord Ashdown’s positive assessment of the FCO’s work in Bosnia and
Herzegovina, in particular his praise for the Ambassador and other Embassy staff. Nevertheless, it
appears that sufficient progress is not being made in the state. We recommend that the FCO urge
its EU partners to drive forward constitutional change in Bosnia and Herzegovina, in particular by
sending out more positive messages about the prospects for the state’s eventual accession into the
EU if certain reforms are carried out and Karadzic and Mladic apprehended, if in that country.
(Paragraph 50)



FCO Response: We welcome Lord Ashdown’s positive assessment of our work in Bosnia and
Herzegovina (BiH) and his praise for the Ambassador and other Embassy staff.

The FCO agrees that insufficient progress is being made in BiH. We have been working energetically to
encourage political leaders to turn away from recent rhetoric and focus on delivering reforms necessary
for moving to the EU.

We welcome the recent initialling of BiH’s Stabilisation and Association Agreement (SAA) which, while
a technical step, reflected the EU’s commitment to BiH’s European perspective and the recent progress
by political leaders in agreeing an action plan for police reform.

We agree on the need to continue encouraging reform progress, including on constitutional reform. This
is a point we continue to press with our EU partners. In its conclusions of 19 November, the General
Affairs and External Relations Council (GAERC) called on political leaders in BiH to “ensure the full
functioning of State institutions and to advance reforms which are essential for Bosnia and Herzegovina
to move forward.”

We will also continue to make clear to our EU partners, and directly to BiH political leaders, that
meeting the EU conditions — which include ICTY co-operation — would unlock the road to signature of
BiH’s SAA.

That said, significant challenges in BiH remain and we may have to deal robustly with additional
challenges from Bosnia’s political leaders against the Dayton framework.

10. We are very concerned that almost half of the total budget for the Global Conflict Prevention
Pool was spent in Iraq and Afghanistan in 2006-07. We conclude that the FCO should not have to
direct funds away from long-term conflict prevention into crisis management. We recommend that
the FCO should receive funding from the Treasury contingency reserve for the civilian costs of
crisis management in Iraq and Afghanistan. (Paragraph 53)

FCO Response: The FCO welcomed the announcement of the creation of a new Stabilisation Aid Fund
(SAF) as part of the CSRO7 settlement. This fund will take over from the Global Conflict Prevention
Pool as the prime source for funding of conflict stabilisation work in Afghanistan and Iraq from April
2008. The SAF will be established on MOD’s baseline to cover expenditure alongside military activity in
‘hot conflict zones’, placing funding for Iraq and Afghanistan on a much firmer footing. We do, however,
remain concerned that these proposals do not fully solve the problem of resourcing civilian deployments
alongside the military, as there is no new money for activity which does not qualify as overseas
Development Assistance. We agree with the Committee that there should be access to the Reserve for
the additional costs of civilian deployments.

In tandem, the Global and Africa Conflict Prevention Pools will be merged to create a single pool for
conflict prevention activity. By merging the two pools and creating a new fund for Iraq and Afghanistan,
more resources will be made available for long term conflict prevention in the rest of the world,
allowing the Pools to re-focus on the type of activity they were originally intended to do, in line with the
Committee’s wishes.

11. We were disappointed not to have been consulted on the FCO’s draft targets far earlier in the
process and recommend that the FCO in its response to this Report set out why this was not done.
(Paragraph 58)



FCO Response: Throughout the process of drawing up a new PSA set, we were conscious of the strong
views expressed by the Committee on perceived shortcomings in its predecessors in measuring foreign
policy success. Our offer to brief the FAC on the CSR07 PSA targets after the Easter recess was made at
a time when it was assumed that the CSR would conclude in June. However, the delay in the CSR until
the autumn, and slower than anticipated progress in developing the PSA framework, meant we were not
in a position to fulfil our undertaking before the House rose for the summer recess. Regrettably, the first
opportunity to do so thereafter came only a week before the publication of the CSR.

12. We welcome the fact that it was the FCO, rather than DfID or the MoD, that led on developing
the new PSA on conflict. This sent an important signal that the Government was committed to
diplomacy as the best form of conflict prevention. We also welcome the new structure of the target,
which appears to avoid over-reliance on quantitative measures or purely narrative assessment.

We recommend that in its response to this Report, the FCO sets out the extent to which the NGOs
and academics it consulted influenced the final conflict Public Service Agreement and any lessons
learned from this consultation process. We also recommend that the FCO consults widely on the
development of its future targets. (Paragraph 63)

FCO Response: The FCO is grateful for the Committee’s support. In developing the PSA with DFID,
MOD, PCRU and other parts of Whitehall, we have been careful to engage with both the NGO and
academic communities. This engagement has taken the form of set piece events, such as HM Treasury’s
“PSA Challenge Panel”, which involved representatives of both the NGO and academic communities,
and informal and ongoing dialogue with the Peace and Security Liaison Group of NGOs and the Human
Security Centre. This engagement continues in the second phase of the PSA’s development, as the FCO
leads efforts to generate the necessary detail to underpin the broad framework of targets. Engaging with
these external stakeholders has been particularly useful in setting ambitious and measurable targets, and
in identifying the specific UK Government role in their achievement. To demonstrate the Department’s
commitment to delivering on this PSA target, the Permanent Under Secretary will be chairing the
Programme Board to oversee progress on the PSA targets.

As well as the Conflict PSA, the FCO will also be a major contributor in the delivery of the Counter
Terrorism, Climate Change, Migration, and International Poverty PSA Targets throughout the CSR07
period. Although not the lead department for these PSA Targets, the FCO will, where possible, consult a
wide audience in order to shape the individual PSAs’ outcomes and indicators of success (targets).

13. We conclude that the current system of performance targets is less appropriate for the
FCO than it is for other departments, and may absorb time which could be better spent on
core functions. We also conclude that ten strategic priorities is too many. We recommend that
both targets and priorities be simplified and reduced in number and we hope that the FCO’s
consultation on the “new diplomacy” will assist in this process. (Paragraph 69)

FCO Response: We agree that the current system of performance targets poses particular challenges
for the FCO. Measuring the foreign policy targets within the SR04 performance framework has proved
problematic, and is an area we have had very much in mind in developing targets in particular for the
Conflict PSA.

The Foreign Secretary launched a Refresh of the FCO’s Strategy in July with the objective of giving
the FCO greater clarity on our role and a sharper, more strategic set of objectives. One of its early
conclusions, in line with the FAC’s own recommendation, was that the existing ten strategic priorities



were too many. So, in the new strategic framework we have been developing, we have identified a much
shorter list of policy goals based on our assessment of where the FCO can add the greatest value on
issues that are of the greatest importance to the UK. The new policy goals are to: counter terrorism,
weapons proliferation and their causes; promote a low carbon, high growth global economy; prevent and
resolve conflict; and develop effective international institutions, above all the UN and EU.

In addition, the FCO remains committed to delivering excellent consular services, trade and investment
promotion through UKTI, and visa services (for which the lead will pass to the UK Borders Agency
from April 2008). Maintaining an effective global network will also now be an explicit priority for

the FCO.

To inform the Strategy Refresh, we invited contributions from the public through a ‘Have Your Say’ page
on the FCO website. The Foreign Secretary launched this with a speech broadcast live on avaaz.org, an
internet-based organisation that co-ordinates global campaigns on major international issues such as
climate change and global justice. We also sought contributions from our stakeholder network, including
FCO staff. Our CSR07 performance framework will reflect this new strategic focus.

14. While we welcome greater joined-up working between the FCO and other Government
Departments, we recommend that there should be a clear recognition across Whitehall, including
from the Prime Minister’s Office, of the FCO’s responsibilities for foreign policy and are
disappointed that Simon McDonald was unable to appear before us after his appointment as
special adviser to the new Prime Minister. (Paragraph 76)

FCO Response: We welcome the Committee’s recognition of the benefits of greater joined-up working
between the FCO and other government departments. The Strategy Refresh will bring greater clarity to
the FCO’s role and how its resources can best be deployed to add value for the rest of the Government.
We are currently discussing with other Government Departments arrangements to ensure our global
network also pursues their international priorities.

It is not usual practice for the Prime Minister’s advisers to appear before Parliamentary Committees. The
Prime Minister himself appeared before the Liaison Committee on 13 December and answered questions
on his foreign policy priorities.

Operational efficiency

15. We recommend that the FCO keep us informed about progress of the Future Firecrest
Programme, including giving us advance warning if there are likely to be further delays to its
introduction. (Paragraph 81)

FCO Response: The Future Firecrest Programme is on course for deployment to the UK, starting
with a pilot on 3 March 2008 and overseas with 3 pilots on 8 July. We expect full deployment to begin
in the UK on 17 March and overseas on 30 September. The programme remains within budget. The
FCO undertakes to keep the Committee informed about progress of the Future Firecrest Programme,
including any possible delays.

16. We recommend that the FCO sets out in its response to this Report exactly how it plans to
identify the additional posts it needs to relocate to meet its Lyons target. (Paragraph 85)



FCO Response: We are on target to complete our commitment under Lyons to relocate 450 posts by
the third quarter of 2010-11. Relocation of 210 permanent posts has already been achieved through
a strategic decision to base 79 additional staff slots at Hanslope Park rather than London, and the
relocation of 131 other jobs to the same site.

Our current plans include a further 16 slots to be relocated to Hanslope Park in this financial year and
arrangements are now well advanced to relocate the main bulk of our Legalisation Office, comprising
around 30 staff, to Milton Keynes by end of May 2008. Together with the 200 British Council jobs
which the OGC have previously agreed can be included in our programme, scheduled for relocation
from the Spring of 2008, we currently expect to meet our target and deliver a total of 456 slots

by 2010-11.

17. We conclude that although the Shared Services Programme has great potential for efficiencies,
it also carries some financial and operational risks. We welcome the fact that the Programme has
had an OGC Gateway 0 review and recommend that the FCO share the review’s findings with us.
We also recommend that the FCO confirm whether the Treasury has provided funding from

its Restructuring Fund to meet short-term redundancy costs related to the Programme.
(Paragraph 91)

FCO Response: The FCO welcomes the FAC’s recognition of the potential benefit of the Shared
Services Programme and also of the risks inherent in such a transformational change programme. The
OGC Gateway 0 review conducted in May 2007 provided advice to help shape the future work of the
Programme. The recommendations of the review were helpful in prompting a clearer strategic vision and
strengthening of the governance structures for the programme and its main projects.

We will invite OGC to further review the Programme and its projects in the early part of 2008.

The Treasury did not provide funding from the Restructuring Fund. However, to meet redundancy
costs, the Treasury agreed that the FCO can access resources available under End-Year Flexibility
arrangements.

18. We recommend that the FCO and UKTI work together to ensure that any reduction in FCO
management and support costs that occurred as a result of UKTI reducing its presence in a post
is recorded as accurately as possible in order to prevent any double counting of FCO and UKTI
efficiencies. (Paragraph 96)

FCO Response: As a result of the 2004 Spending Review settlement, UKTI was required to identify
FCO staff with a Full Economic cost of £20m for redeployment on other FCO priorities. UKTI first
identified priority markets and services for its customers, and then matched available resources to
these priorities, with the aim of maintaining overall service to its customers. Having done this, UKTI
identified efficiencies either by releasing staff time, or by regrading posts and, where appropriate, by
making greater use of locally engaged staff. These approaches helped UKTTI achieve its £20m target.

The FCO did not aggregate UKTI’s £20m reallocation to its own reported efficiencies. However, it
was always acknowledged that some of the freed resources would be in the form of a member of staff
stopping work on FCO’s trade and investment work and being redeployed on another FCO strategic
priority. The FCO and UKTI are aware that this redeployment of resources would enable the FCO to
release spare capacity staff and that there would be a potential overlap of efficiency savings. Both sides



have been working closely together to ensure that the risk of double counting on staff, management and
support costs is fully taken into account and adequately managed.

Management and leadership

19. We welcome Sir Peter Ricketts’ commitment to improving management capability in the
FCO, in particular signs that the FCO is opening up competition for senior management roles to
professionally qualified, experienced individuals from outside the FCO. We recommend that in
its quarterly management reports to the Committee, the FCO continue to update us on progress
against the four key areas for action highlighted in the Capability Review. (Paragraph 105)

FCO Response: The FCO continues to make progress on the four Capability Review key action areas
as part of the wider High Level Change Plan. Our goal is an organisation which is focused on changing
the world, not on administering itself; has most of its resources abroad, where we make the biggest
difference; looks outward, not inward; and does more delivery with less bureaucracy. We will continue
to update the Committee on our progress through the quarterly management reports.

20. We are not convinced that the decision taken by the FCO Board in April 2007 to hold
back money from some of its programmes will not have affected their work. We are especially
concerned about the possible impact on bilateral projects and the Global Opportunities Fund.
We recommend that in its response to this Report the FCO set out these programmes’ current
financial position and whether money has been recommitted to them. (Paragraph 109)

FCO Response: The decision to hold back £10m, resulted in the following changes:

Global Opportunities Fund Budgets Before Budgets after
Afghan Drugs £16.3m £16.3m
Climate Change & Energy £4.9m £4.6m
Counter Terrorism £8.8m £7.7Tm
Drugs and Crime £5.9m £5.08m
Economic Governance £4.9m £4.26m
Human Rights £3.1m £2.7m
Islamic World £8.2m £7.7Tm
Migration £1.5m £1.4m
Reuniting Europe £6.1m £5.8m
Sustainable Development £1.56m £1.46m
Overseas Territories £4.99m £4.99m
Bilateral £19.5m £15.5m

The above figures account for £8.26m with the balance being found from a projected underspend and
anticipated administrative savings. Given ongoing budget pressures and continued uncertainty over
projected Visa and Consular income, we have judged it prudent not to recommit funds to programme
budgets. All programmes expect to be fully spent, although given the volatile external environments they
operate in, this is always difficult to judge accurately.



21. We welcome the faster closure of the FCO’s accounts and the steps being taken to improve
financial controls and management in the FCO. We recommend that the FCO keep us updated on
the progress it is making in this area, including its Five Star Finance programme. (Paragraph 118)

FCO Response: The FCO welcomes FAC acknowledgement that progress has been made with the faster
closure of the Annual Accounts. Indeed, we plan to improve further this year and sign off the Accounts
up to 3 weeks earlier than last year (i.e. by the end of June).

Improvements to financial controls have been specified in response to the recent report by the NAO and
we aim to have these implemented fully by the end of the current financial year.

The FCO will keep the Committee updated in this area, including its Five Star Finance programme, in
the quarterly management letters.

22. We welcome the fact that the FCO’s Strategic Risk Register now better reflects potential
sudden demands on its resources, such as Iraq, and we recommend that in its response to this
Report the FCO explain to us its proposed changes to the Register. We also recommend that the
FCO share with us the recommendations of its Internal Audit Department’s review of the FCO’s
risk management framework and the action it is taking as a result. (Paragraph 123)

FCO Response: We have made the risk management process more coherent and more responsive in
order to create greater understanding and ownership from staff in London and overseas. As a result,

we have received positive feedback from Directorates and risk owners on how the process has become
clearer and more effective. The dynamic nature of the risk environment means that we continue to seek
improvements. Therefore, we continue to work with senior management, internal auditors and those
involved in the process to make further advances.

We are happy to provide the FAC with the Internal Audit report on the Top Risks Register (TRR). We
also include our Implementation Plan to show the Committee how detailed recommendations have been
addressed. In summary, the main objective was to bring the framework for strategic risks in line with
that for operational risks. In order to do this, we have formalised the Strategic Risks Register (SRR)

and have begun to use the Risk in the Network (RitN) process to feed in reports on strategic, as well

as operational, risks from overseas posts. The three political Directors General now discuss the SRR
quarterly, agree the ratings of individual risks, and identify which entries should be elevated to the TRR.
In recognition of this progress, Internal Audit Department have closed the TRR audit and confirmed that
we have addressed all the recommendations in their audit report.

23. We welcome Sir Peter Ricketts’ stated objective of reducing the FCO’s dependence on
management consultants. We recommend that in its response to this Report the FCO set out the
exact areas in which it is currently being assisted by outside expertise, where it plans to build
internal skills and the expected savings in consultancy costs. (Paragraph 127)

FCO Response: The Foreign and Commonwealth Office operates a devolved system for the contracting
of management consultants and no central record is yet maintained of the exact areas in which it is
currently being assisted by outside expertise. To address this issue the FCO’s Corporate Procurement
Group is in the process of creating a central database that will contain complete and accurate
information on engaged consultants. However the main areas where it is currently being assisted by
outside expertise are as follows:



IT

Future Firecrest Programme — delivery of a desktop/infrastructure solution world-wide
Development of the FCO’s Intranet service

FCOWeb — delivery and support of the FCO’s website

High Classification Programme — delivery of secure information systems

Programme Management and Programme Delivery Office resources

Enhancements to the FCO’s Enterprise Resource Planning system known as Prism

Estates

The FCO has a three-year contract with a Strategic Construction Partner who has responsibility for
delivery of a range of projects around the world. Projects currently underway are in Harare, Warsaw,
Manila, Algiers, Shanghai, Sarajevo and Mumbai.

In addition the FCO has a range of framework contracts in place to provide outside expertise in the
following areas:

Architectural services

Mechanical and Electrical design services
Quantity Surveyors

Construction Project Managers
Structural Engineers

Interior Designers

Building Services Engineers
Landscape Architects

Building Surveyors

Seismic advisers

Civil Engineers

Health and Safety Planning supervisors

Shared Services

Development of the FCO’s Shared Services programme

Consular

Programme and project management consultancy in relation to scoping/study phase of Passports Next
Generation Programme which will deliver second generation biometric passport services overseas.

UKVisas

Consultancy support to the Biometrics programme
Consultancy support to the Commercial Partnerships programme
Information Systems programme management

In line with the FCO’s policy of Value for Money, external consultants should only be commissioned
where they will bring significant benefits to the Department which cannot otherwise be delivered more

cost effectively through internal resources; these benefits may include novel approaches to a problem or

experience of commercial best practice.
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The use of management consultants helps to contribute towards the success of projects by providing
relevant new knowledge, specialist skills, experience and an independent view of key issues not
available in house. This wider experience and broader perspective, drawn from their work with other
organisations, can add value to the FCO’s business. Whilst we are seeking to reduce our reliance on such
consultants, there is likely to remain a requirement to continue contracting where particular experience
or independent views are required for specific projects.

The FCO is however committed to improving the way it assesses the need for, and the procurement
and use of, consultants in general. This is in line with the NAO’s report of 13 December 2006 on

the Central Government’s use of consultants. We are therefore developing clearer and more detailed
guidance on policies and procedures for engaging external consultants. Where the estimated cost of
using a consultant is expected to exceed £15,000 the engaging manager will in the future be required
to prepare a business case which will require approval by the appropriate Director before any steps are
taken to seek competitive bids for the service. In addition, all non-competitive procurement of external
consultancy with a likely value in excess of £50,000 and competitive procurements with a likely value
in excess of £250,000 require approval by the Director General Finance, with cases at double these
thresholds requiring PUS approval.

The FCO is committed to increasing professional skills. We are currently recruiting at Band D level
staff with skills in Financial Management, Project Management and Change Management. Increasing
expertise through recruitment, interchange and Professional Skills in Government (PSG) training will
reduce our dependence on consultants. We are also undertaking work to professionalise the FCO’s
finance community. This includes offering staff a range of external professional finance training
opportunities, as well as developing a financial skills framework that will set standards for financial
management skills in specialist areas.

Where management consultants are still required, we also seek to maximise the potential for skills
transfer and the business case referred to above must include an outline of the arrangements for this.

There is some work underway to identify the expenditure on consultants in the finance community;
however at this stage it is not possible to quantify potential savings as a result of building such internal
skills. In addition, the devolved nature of the FCO’s budgeting system means that it is not possible at this
stage to identify the expected savings that might be realised as a result of building other internal skills.

However, as part of our CSR0O7 efficiency targets we expect to realise £2.7m of savings in the area of
external consultancy as a result of:

a) improving procurement processes for external consultancy (including the letting of more restrictive
framework contracts)

b) improving robustness of business cases challenging the need for all consultants through justification

processces.

24. We recommend that there should be discussions of both foreign policy and corporate issues at
the Senior Leadership Forum and Annual Leadership Conference. (Paragraph 130)

FCO Response: The Senior Leadership Forum meets twice yearly to discuss key corporate and foreign

policy issues. Senior Leadership Forum members also help shape the corporate agenda by commenting
on the monthly Board papers. The Annual Leadership Conference aims to strengthen the corporate
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leadership of the FCO, ensuring delivery of the Government’s international agenda across the network.
The agenda covers both corporate and foreign policy issues.

25. We conclude that the FCO’s rejection of the NAO’s recommendation to offer expert mediation

to those individuals whose complaints initiated the review of grievance procedures sends the wrong
message about its commitment to improving its procedures. We recommend that the FCO reverses

this decision. (Paragraph 133)

FCO Response: The FCO welcomed the review of its grievance procedure and the opportunity to refine
it further. The FCO worked closely with the NAO and with ACAS who conducted the fieldwork. All but
one of the 16 recommendations were accepted and taken forward. Our procedures have been updated as
a result.

The FCO stands by its decision not to implement NAO recommendation number 5. It continues
to believe it has already done as much as any employer could reasonably be expected to do in the
circumstances of these particular cases.

FCO Services

26. We welcome the benefits that have been realised since FCO Services became an Executive
Agency. However, we are concerned that once it transforms into a Trading Fund and becomes
increasingly reliant on non-FCO clients, there is a risk that the quality of its services to the FCO
may decline. We recommend that the FCO put safeguards in its Terms of Business and Service
Level Agreements with FCO Services to ensure that it will be able to obtain good quality services
from FCO Services at a reasonable price. (Paragraph 139)

FCO Response: The FCO welcomes the Committee’s recognition of the benefits delivered by FCO
Service as an Executive Agency. The FCO believes that additional benefits will be delivered once FCO
Services becomes a Trading Fund (TF), but we will continue to monitor the quality of service carefully,
to guard against the risk identified by the Committee.

As a TF, FCO Services will remain an important part of the FCO and the relationship between the two
will be more than simply customer and supplier but rather one of strategic partnership with shared long-
term objectives and mutual interests. This means that FCO Services will work closely with the FCO to
deliver the services that really meet the FCO’s needs, to the right quality and at a reasonable price (Value
for Money).

The existing Service Level Agreements already include quality management tools such as Key
Performance Indicators (KPIs) and definitions of Business Critical Services. These KPIs will be closely
monitored to ensure that the levels of service provided by FCO Services to FCO do not decline through
their wider market work. In addition a programme of Value for Money reviews has been agreed which
will be carried out over the first three years of the TF. The basis for these reviews will be included in
the Terms of Business Agreement and they will seek to establish through benchmarking that both the
delivery process and price represent good value for the FCO.

Both FCO and FCO Services recognise that good quality services at a reasonable price are the keys to
enhanced FCO effectiveness and the ability of FCO Services to sell their services into wider markets.
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27. We recommend that the FCO reconsiders the proposal to close its language centre. High
quality language training is a vital part of successful diplomacy and we are not convinced that it
will be successfully delivered by an outsourced model. In particular we are concerned that there
appears to be a significant drop in the number of staff receiving language training over the last two
years. (Paragraph 145)

FCO Response: The FCO shares the Committee’s belief in the importance of high quality language
training. The Language School closed on 2 October. A new Framework Agreement is in place, which
contracts a range of high quality language suppliers to provide training to FCO students. We shall
closely monitor the contract and ensure that the system of quality control built into the contract is
rigorously managed.

The FCO Language Policy review involved a global review of each job that requires language training.
Around 900 jobs have been confirmed to require language skills for operational purposes. Staff bidding
to fill these positions will be assessed in advance to determine their language capability and training will
be provided to bring those successful up to the required language proficiency level. Language training
numbers will fluctuate depending on a number of variables: the posting cycle for speaker jobs (some

3 year overseas tour lengths were extended to 4 years a couple of years ago; the effect may be coming
through now); the existing language proficiency of those selected to fill jobs; the cycle of jobs coming
through to be filled. Some years there are more jobs with language requirements than others. We hope to
smooth this more over the next couple of years. We are in a position to monitor systematically language
training in future and we shall look carefully at trends, including in those Head of Mission posts where
we have increased the standard of proficiency required.

28. We are concerned about the impact on staff morale of the redundancies related to FCO
Services’ new business strategy. We recommend that the FCO inform us whether it has formally
assessed staff morale in FCO Services and the results of any such survey. (Paragraph 149)

FCO Response: FCO Services measures staff morale in an annual employee opinion survey; FCO
Services staff are also included in the FCO’s own annual survey, which was last conducted in November/
December 2007.

The feedback we received from last year’s FCO Services staff survey (March 2007) was that over two
thirds of staff understood why FCO Services was becoming more commercial, with over half in favour.
FCO Services is going through a period of significant change and it is clear — and to be expected — that
there are different views among staff about this change. Some are uncertain about their ability to meet
the demands of the new environment while others are becoming actively involved in making the changes
happen.

Members of the FCO Board including the PUS have visited Hanslope Park and held open meetings with
staff to discuss their concerns. The tone of these meetings has been positive.

We have put in place a range of mechanisms to deal with the feedback we have received and to
increase staff involvement in the change process. These include promoting two-way / face-to-face
communications, with new forums to cascade and discuss information with senior managers and the
Executive Committee. We have also put in place a comprehensive programme of targeted training to
enable staff to develop the skills they will need in the new environment.
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We continue to monitor progress through feedback from training and communications channels
(the latter including a mini employee opinion survey covering leadership, change management and
communication) and through the ‘Investors in People’ (IiP) process.

Diplomatic representation overseas

29. We welcome the increases in FCO staff in high priority places, such as Afghanistan, India and
China. However, we do not think such redeployments should be decided without consideration

of the impact on the FCO’s network as a whole. We note the apparent success of the Zero Based
Review of the FCO’s European network and repeat the recommendation in our previous Report
that the FCO should carry out a Zero Based Review of its entire network. We also recommend that
in its response to this Report the FCO set out whether the CSR settlement will enable it to sustain
higher level activity in Afghanistan in the longer term. (Paragraph 154)

FCO Response: As part of the strategy refresh process, the FCO Board and Ministers considered
carefully the overall disposition of UK-based staff in the network, and agreed that as part of
implementing the CSR settlement there should be a further shift of staff to reflect an overall judgement
as to the right pattern of overseas presence for the FCO to deliver its priorities for the future. As a result,
we will be moving UK-based staff from more developed countries, primarily Europe (where we have a
historically strong presence but the rest of Whitehall finds it fairly easy to operate), to countries where
the FCO can offer more value added, primarily Asia, the Sub-continent and the Middle East. This will
enable a sustained higher level of activity in Afghanistan in the longer term.

30. We welcome the FCO’s decision to invest in premises in Mumbai. However, we are concerned
by the decision to put building projects on hold while there is a major review of asset sales. We
reiterate our recommendation in last year’s Report that the FCO should base sales solely on the
merits of each case rather than on a revenue raising target. (Paragraph 161)

FCO Response: We note the Committee’s concern over putting estate projects on hold. This was
necessary while the CSR outcomes remained uncertain. Our CSR settlement is such that we now have
sufficient capital to deliver a comprehensive estate programme.

We continue to work towards Treasury asset recycling targets, which for the CSR period is of £54m
over the next 3 financial years or £18m each financial year. As above, the primary driver will continue
to be the FCO’s operational requirements and the need to dispose of those assets which are no longer
providing good value for money.

31. We recommend that in its response to this Report the FCO give a public update on its latest
plans for the Ambassador’s residences in Dublin. We also recommend that it explain who was
responsible for the failure to carry out an invasive survey of Marlay Grange prior to acquisition.
(Paragraph 166)

FCO Response: Our decision to sell Marlay Grange dates back to 2003 and was fully examined by
the NAO in their 2004 report on the rationalisation of the Dublin Estate. The property no longer meets
our requirements so we are disposing of it. We will keep the Committee informed of the outcome. The
Ambassador continues to live in Glencairn.

The owner of Marlay Grange declined our request for an invasive survey as they were still living in
the property. However, we decided to go ahead with the purchase as it was the only suitable property
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available at the time and we already planned, as a result of the non-invasive survey, to fully refurbish
the house and replace its mechanical and electrical services. In any event, the asbestos has now been
removed and is no longer a factor in deciding the property’s future.

32. We are disappointed that there does not appear to have been a joined-up approach to the
future of the Defence Attaché network, with the FCO simply taking a unilateral decision to
withdraw its contribution to funding in order to reduce demands on its budget. We recommend
that the Government reconsider the decision to make cuts to the Defence Attaché network, which
is critically important to several Government departments and agencies, in order to ensure

that the network has the necessary funding to perform all its roles effectively and efficiently.
(Paragraph 172)

FCO Response: The role of Defence Attachés is to provide the Defence contribution to the promotion
of the Government’s priorities for international security co-operation, and we acknowledge the
importance of its contribution. The Comprehensive Spending Review required Departments to focus
their spending on their top priorities. The FCO concluded that in pursuing FCO Strategic Priorities we
could not give priority to funding the Defence Attaché network at the expense of resources required for
our own diplomatic staff. This decision was shared with MOD at a senior level at an early stage. The
assumption by MOD of full responsibility for resourcing the Defence Attaché network has led to the
MoD rebalancing and giving greater focus to its programme of international engagement in pursuit of
defence priorities. The Secretary of State for Defence made a Written Statement about this to the House
of Commons on 17 September 2007.

The FCO will continue to provide a base for the Defence Attachés through our network of overseas
posts. We will charge the MOD on the same basis as we do all other government departments for which
we provide support at our posts overseas, in line with HM Treasury rules. Defence Attachés will remain
valued and welcomed members of our overseas posts, co-operating with FCO diplomatic staff on the
Government’s international security objectives, just as the MOD, FCO and other Departments cooperate
in the UK.

33. We welcome the publication of the consular strategy and the many new initiatives that have
been established in consular services since the NAO’s review. In particular we were impressed by
the new Consular Crisis Centre. However, the FCO must ensure that its planning includes the risk
of an increase in demand for support from other EU Member States’ nationals. We recommend
that in its response to this Report the FCO inform us how it is managing this risk. (Paragraph 178)

FCO Response: The UK, like all Member States, is under a treaty obligation to provide consular
assistance to unrepresented EU citizens in both crises and individual cases. In our recent experience,
providing assistance to unrepresented EU citizens in individual cases does not impose a significant
burden on our consular resources. In 2005-2006, we recorded only 120 serious such cases worldwide.
We will continue to monitor this caseload. But we do not believe it will develop into a significant risk
to our resources in the short term. Where it does, Member States have recourse to Council Decision
95/553/EC of 19 December 1995. This provides for the agreement of practical arrangements to allocate
unrepresented EU citizens amongst represented Member States.

The risk to our consular resources is more serious with respect to crises. In order to mitigate the risk of

being responsible for a high number of unrepresented nationals in a crisis, the UK and France launched
an initiative to structure better the way EU member states collectively prepare for crises. This resulted
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in a Lead State Framework, which was agreed by the GAERC in June 2007. The framework is designed
to identify which represented Member States should be responsible for unrepresented nationals in each
third state. This will promote clearer communication and information sharing amongst affected Member
States and facilitate better co-ordination on resources. The framework is designed to be implemented
locally, with represented Member States agreeing which of them should take on the voluntary role of
lead state and the nature of that role. Operational guidelines are being developed to encourage this
process, based partly on the experiences of two UK-organised crisis exercises run in Thailand and Egypt
in 2007. It has been agreed that where the lead state takes the initial financial burden of evacuating the
nationals of another Member State, the principle of ‘per capita’ reimbursement of the costs incurred will
be applied, ensuring that the Lead State is not financially penalised for its role.

Lead states have three broad areas of responsibility: assisting unrepresented nationals; facilitating
communications and information sharing; and co-ordinating the sharing of resources. In appropriate
third countries where several EU member states are represented, there could be more than one lead state.
We believe this process will ensure that:

» those member states that are best resourced in the third country, and therefore capable of offering
assistance to unrepresented nationals, are the ones to take on the responsibility;

» unrepresented member states will be required to provide lead states with information about the
number of their nationals and their locations. By knowing the additional responsibility the lead state
holds, they can appropriately mitigate the risk through more accurate crisis planning (which all
British missions already carry out);

« rather than having to take on responsibility in the heat of a crisis, the UK can be clear in advance
when we will be acting as lead state, and the capacity required there (with unknown numbers of
unrepresented nationals, there is a risk of over-resourcing;)

 in countries where the UK has a smaller presence than other member states or is not represented at
all, British nationals will benefit from the collective resources of the other represented member states
(eg in parts of Africa, the French will include British nationals in their evacuation planning).

The lead state framework builds on an existing co-operation between member states and draws on
existing resources. The European Commission has produced proposals (in their Green Paper on
Diplomatic & Consular Protection) that suggest a greater role for the Commission in both individual
and crisis consular service provision (through the use of common offices). We believe the most efficient
and effective way of delivering assistance to British nationals is by enhancing and making best use of
member state resources and networks that already exist rather than creating new structures. To this end,
we are also assisting some smaller member states to improve their crisis capacity through involvement in
our crisis training programmes and sharing best practice.

34. We are concerned that the FCO’s change programme for passports may mean British passport
applicants overseas have to travel long distances to give biometric data and for interviews. We
welcome the consideration the FCO is giving to using commercial partners to collect biometrics
and to remote alternatives to interviews. However, we believe the FCO should also have a target

for the maximum distance applicants will have to travel and we recommend that it develops such a
target. We also recommend that the FCO share with us the business case for merging the overseas
passport operation with the Identity and Passport Service, when it is brought to the FCO Board in
November 2007. (Paragraph 183)
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FCO Response: As the Home Office and the FCO look at options to integrate our passport operations,
we must balance levels of customer service; the cost of delivering that service; and the need to increase
document security. Because we have to recover costs from the passport fee, the more places where we
deliver this service, the more expensive passports will become. It is difficult to commit to a meaningful
maximum distance that people will have to travel, as the distances between FCO posts are, in some
parts of the world, very large (a maximum distance target in a very sparsely populated part of the world
would not be relevant in, say, Western Europe where we would ensure that British nationals would have
much shorter distances to travel). But minimising the additional inconvenience to customers will be a
top priority as we design the system. The Identity and Passport Service and FCO will look at the service
levels provided by other countries and how we can use other government departments and commercial
partners to help us deliver our services. At this stage options are still being investigated including
online applications, repatriation of printing to the UK and establishment of interviewing and enrolment
capability away from consular offices. No decisions have been made and these will be partly dependent
on when we start to take biometric data, and the technology available to us at that time.

The joint FCO/IPS Outline Business Justification, after further analysis of the FCO cost base and
clarification of transition arrangements, will now be submitted to FCO and Home Office/IPS investment
and management boards in February and March 2008. We would be happy to share this information with
the Foreign Affairs Committee thereafter.

35. Given the basic weaknesses in VFS’ online facility, we agree that it should not be reopened.
We are particularly concerned that, according to the findings of Costelloe Baker’s independent
investigation, UKvisas did not follow best procurement practices nor adequately respond to prior
warnings of the security weakness. We welcome the action set out in the FCO’s response to the
investigation. In particular we conclude that it is vital that UKvisas carry out an audit of all its
commercial partners’ data security procedures. We recommend that UKvisas share the results of
this audit with us. (Paragraph 188)

FCO Response: UKvisas has initiated a series of audits of its commercial partners’ data security
procedures. We are also participating in the wider cross-Government review of data security announced
by the Prime Minister on 21 November. We will take stock of these two strands of activity in early 2008
and update the Committee on the results.

36. We are concerned by the cost of calls to Posts on outsourced lines managed by Abtran Ltd.
While we understand why Posts with high levels of inquiries might wish to outsource phone-
handling, we find it unacceptable that British nationals are having to pay as much as an average of
£8.00 to call the British Embassy in Canada. We recommend that in its response to this Report, the
FCO share with us the process of procurement leading up to the central framework contract with
Abtran. In particular we would like to know whether it considered the likely average call charges
and whether these charges are limited in the contract. (Paragraph 192)

FCO Response: Originally eight Posts (Copenhagen, Dublin, Dusseldorf, Madrid, Ottawa, Rome,
Washington and New York) each had an individual contract with Abtran to cover visa applications,
customer information service on passports and in some Posts details on notarial work (e.g. birth and
death registrations).

The current Framework Agreement was put together by FCO Services in an effort to consolidate and

standardise these individual contracts as an interim solution to ensure that the specifications, standards
and service levels were consistent and contract management costs reduced.
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This Framework effectively took over from the previous individual Post agreements and was negotiated
singularly with Abtran who agreed to set aside the previous individual Post agreements in favour of this
new Framework.

Call charges are not limited in the contract. The calls are charged at premium rates according to the
amounts that apply within that country, and the service is self-funding — i.e. Abtran cover the costs
of their operation from the telephone revenues. However, the average length of a Consular call is 3.5
minutes and the cost of a call in Canada is C$2.80 per minute making the current average cost to a
customer in Canada £5.00.

The central framework agreement with Abtran took effect from 1 April 2006 and expires on 31 March
2008. Consulate Directorate has considered how telephone information services can be provided from 1
April 2008. In light of the proposed merger of the passport operation with Identity and Passport Service
and the changes which might occur in the overseas passport network as a result, it has been decided to
extend the Abtran contract for a further year. This will enable us to take a more strategic approach to a
global customer information service in the longer term. We take note of the Committee’s views and will
update the FAC as decisions are taken.

Transparency and openness

37. We were very disappointed by the previous Foreign Secretary’s decision to withdraw a
commitment to send us a quarterly management report. We welcome the fact that under the new
Foreign Secretary this decision has been overturned. We remind the FCO that the other aspect of
the commitment made to the Committee, was an assurance that we would be sent information,
particularly key management papers, on a systematic basis. We recommend that in its response
to this Report, the FCO set out whether it now intends to send the Committee key papers being
considered by the FCO Board, such as the “Top Risks Register”. (Paragraph 198)

FCO Response: We wish to assure the Committee of our commitment to provide it with prompt and full
information on management issues. As the Committee notes, the quarterly management report addresses
the current agenda and we shall continue to provide information on key management decisions taken

by the Board. On the question of systematically providing management papers being considered by the
FCO Board, these often control options for the purpose of formulation or development of policy. Sharing
these papers may inhibit the free and frank provision of advice to the FCO Board. We therefore propose
to maintain the existing practice whereby the Committee is informed promptly of all key decisions, but
is not part of the decision-making process.

38. We recommend that the decision to ban valedictory telegrams should be reversed, other
than in respect of comments about the governments to which the outgoing Ambassadors or High
Commissioners are accredited or comments likely to cause diplomatic embarrassment.
(Paragraph 208)

FCO Response: We have not stopped Ambassadors producing reports giving their final thoughts on
leaving their post (or the Diplomatic Service). Heads of Mission are encouraged to have regular frank
and confidential exchanges with London on the full range of management and policy issues throughout
their postings.

The changes we have made involve only the format, not the content of valedictory assessments. We have
moved to a more targeted distribution using modern communication methods. Valedictory messages
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about a particular country or international institution are shared with a smaller group of contacts with
a real interest in the issues under discussion — this avoids distribution to several thousand people with
no direct involvement, as happened with the old valedictory telegrams. The change has reduced the
reputational risk associated with the leak of sensitive judgements when such documents receive wide
distributions.

Public Diplomacy

39. We conclude that it appears that the BBC World Service has been able to play a positive role as
an observer on the Public Diplomacy Board without affecting its editorial independence. However,
the Board must also respect the operational independence of the British Council. We recommend
that the Board focus on developing strategies rather than discussing the detail of operations. At
the same time, the British Council must ensure that it keeps the BBC World Service aware of its
activities, particularly those that have the potential to be broadcast. (Paragraph 215)

FCO Response: We attach great importance to the editorial independence of the BBC World Service
and to the operational independence of the British Council, and recognise that they are key ingredients
of their effectiveness. The Public Diplomacy Board respects fully the relevant independence of both
organisations. It has additionally reaffirmed its commitment to focusing on the strategic direction of the
UK’s public diplomacy.

The British Council has provided the BBC World Service with a matrix of its future activities, and a
number of possible collaborations are under discussion. We agree that it would be useful to step up still
further the identification of activities which could be broadcast in order to maximise public diplomacy
impact. The British Council will explore with the BBC World Service how best this could be achieved.

40. We welcome the fact that there has been an increase in contacts between the British Council
and FCO ministers and senior officials since the decision was taken that the Permanent Under-
Secretary should not sit on the British Council’s Board and recommend that this increase in
contacts should be sustained. (Paragraph 218)

FCO Response: The FCO and the British Council both value and benefit from regular senior level
contact, which we confirm will be sustained. Both organisations remain committed to a close working
relationship at all levels.

41. We conclude that the decision to pilot targeted activity for public diplomacy activity is to be
welcomed and support the approach of selecting three very different strategic priorities for the
pilots. (Paragraph 222)

FCO Response: We are grateful for the Committee’s endorsement of the Public Diplomacy Board’s
approach to piloting new approaches to Public Diplomacy activity.

42. We recommend that the FCO keeps us informed of possible proposals for the shared
evaluation framework. (Paragraph 225)

FCO Response: We welcome the Committee’s interest in the new evaluation framework for Public

Diplomacy. Tools for the system are currently being piloted and we will report to the Committee the
outcomes and conclusions of that exercise.
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43. We recommend that in its response to this Report the FCO share with us the findings of its
review of the Chevening programme and explain the basis on which Posts will be able to select
scholars for the Chevening Programme. (Paragraph 229)

FCO Response: We accept this recommendation and are separately sending the Committee our review
of the Chevening scholarship scheme which was completed in November 2006. The review describes in
paragraph 3.1 the basis for Posts’ selection of candidates.

British Council

44. We recommend that the British Council presents income data by country in both tables and
piecharts in its next Annual Report. (Paragraph 231)

FCO Response: The British Council is in the process of updating the design of its annual report and
will take the Committee’s recommendation into account as part of this process.

45. We welcome the British Council’s increased audience figures, in particular the huge rise in its
remote reach. However, three of its corporate outputs are still below target. We recommend that
the FCO set out in its response to this Report what steps the British Council is taking to ensure it
meets these targets the following year. (Paragraph 242)

FCO Response: Of the three below target corporate outputs, two were partly met: output 4 (self-
development) and output 5 (creativity). The British Council achieved results of 77 and 75 respectively
against a target of 78, which was a significant improvement on the 05/06 output. One target was not
met: Evaluation of Long-Term Outcomes (ELTO). However, the 06/07 result represents a marked
improvement on 05/06 and was achieved against challenging targets.

The British Council has assured us that steps have been taken to improve its ability to meet its output
targets for 07/08. Contributory targets at regional and country level are now more closely aligned to
corporate targets. In addition, overseas operations will monitor progress on a quarterly basis with a more
rigorous commentary on progress against targets.

46. We recommend that in its response to this Report the FCO set out what safeguards are in
place to ensure that the British Council meets its 2007-08 efficiencies target without reducing its
effectiveness. (Paragraph 246)

FCO Response: The British Council’s efficiency savings for 2007-08 come from a number of different
sources. It is those relating to regionalisation and the move from small country specific projects to larger
global and regional products which could compromise effectiveness. Safeguards to ensure that this does
not happen include:

— Tracking effectiveness through a scorecard system in year, including comparing the impact scores of
regional programmes against country specific projects (with encouraging results to date).

— Communicating the changes to stakeholders in country and in the UK.

— Strengthening the system for commissioning new products to ensure there is a pipeline for new
activity.
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47. We welcome the fact that the British Council has further defined its aims beyond the 1934
objective. However, we conclude that China and Russia should be a major part of the British
Council’s strategy and recommend that the British Council refers to these countries in its four
objectives. (Paragraph 254)

FCO Response: The British Council takes full account of geographical priorities in developing its
strategy and designing its activities and, as a result, significant resource is allocated to China and Russia.
However, top level objectives are set thematically rather than geographically so the British Council
suggest that it would not be appropriate to identify specific countries in their wording.

48. We welcome Lord Kinnock’s confirmation that the British Council’s shift in resources out of
Europe will not involve a reduction in funding for activities in Bulgaria, Romania or Turkey and
his reassurance that British Council operations in the Balkans will continue to receive increased
resources. We recommend that in its response to this Report, the FCO clarify whether it has any
concerns about the extent to which the Council will be able to achieve its objectives and retain
control of projects when relying on partners. (Paragraph 259)

FCO Response: The FCO welcomes the reassurance provided by Lord Kinnock regarding the funding
of operations in Bulgaria, Romania, Turkey and the Balkans.

The British Council has a track record of experience of working with and through partners to deliver
key projects. For example, the British Council is working in partnership in Bulgaria, Turkey and seven
other South East European countries to promote science among young people. In Turkey, working with a
national television company and the Middle East Technical University, this project reached thousands of
young people directly and 7 million television viewers. Partnership working delivers increased audiences
and greater public profile for the UK at no additional cost. This previous experience makes us confident
that the British Council will continue to achieve its objectives when delivering projects through partners.

49. We recommend that as part of its shift of resources into the Middle East, North Africa and
South and Central Asia, the British Council should be aiming to expand its English language
teaching work. We recommend that, as well as strengthening links with countries’ education
systems, this expansion should include providing cheaper or free places for English language
lessons in the highest priority areas, such as Afghanistan. (Paragraph 261)

FCO Response: We agree with the recommendation that the British Council should expand its English
teaching operations where appropriate, something which it is already doing. The British Council is also
developing new models of English teaching provision, which are being piloted in India. These will seek
to increase coverage and address issues of access, including, in some cases, the provision of cheaper
places. English teaching provision in other high priority countries, including Afghanistan, will be
developed in line with experience from these programmes.

50. We accept that in some circumstances it may not make financial sense to keep traditional
library or teaching facilities open and we welcome the expansion of virtual educational services
as a means of reaching a wider audience. However, we recommend that the British Council ensure
that in any alternatives it provides to direct language training or library services, it is made clear
that the British Council is the source of the material. (Paragraph 267)
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FCO Response: The FCO agrees with the Committee’s conclusions and welcomes the expansion of
virtual education services. The British Council has provided assurance that the provision of direct
language material or library services makes clear, as far as is possible, that the British Council is the
source of the material.

51. We welcome the successful activities the British Council has been able to carry out in Russia,
against a background of obstruction from the Russian authorities. We recommend that in its
response to this Report, the FCO set out what representations it has made to Russia to urge it to
conclude a Cultural Centre Agreement as soon as possible. (Paragraph 275)

FCO Response: The Government has set out clearly our position on the status of the British Council to
the Russian Government. The Council’s activities in Russia are fully compliant both with Russian and
international law, under the Vienna Convention on Consular Relations (1963). Under the 1994
UK/Russia Cultural Agreement, the Council is fully entitled to operate in Russia, both in Moscow

and elsewhere.

For the past nine years, the FCO has been keen to conclude a further Cultural Centres Agreement
with Russia and has made regular representations to the Russian Government, including high level
approaches on the British Council’s status in Russia, at the level of the Prime Minister, Foreign
Secretary, and Minister for Europe, as well as the British Ambassador to Moscow and senior FCO
officials. The Government’s representations have included high level follow up to the face to face talks
held at official level in January 2007 to seek to conclude a Cultural Centres Agreement with Russia.
Pending such an agreement being reached, the 1994 Agreement remains in force. A Cultural Centres
Agreement would set out agreed activities of Cultural Centres, including on the provision of language
teaching

52. Given that the British Council is facing a real reduction in its total budget over the three year
CSRO07 period, we recommend that in its response to this Report the FCO set out whether the
Council will now have to divert funding from more activities than previously planned in order to
fund the additional investment in its Reconnect programme. We conclude that the Council should
also have received additional funding for restructuring in this period so that it could achieve
greater successes more quickly. We also recommend that the Government give a firm statement
that it would be willing to give the British Council additional resources to further improve the
security of its estates if it faced unexpected security issues during the SR07 period.

(Paragraph 280)

FCO Response: The British Council had already planned to commit £20 million programme funds

to the Reconnect programme. The additional £6 million received in the CSR settlement will allow
expansion of the programme. The British Council will not be diverting more funding as its planning had
been completed on this basis.

As a part of the CSR settlement, the British Council received restructuring funds of £2m, £6m and £1m
over the triennium.

Security of the British Council estate is a priority and we engage in regular, detailed discussion with
them to ensure that, where they are to maintain their presence, necessary improvements are identified
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and effected.

BBC World Service

53. We welcome the BBC World Service’s performance over the last financial year, in particular
its record audience figures, achieved against increasing worldwide competition. However, there

are areas where improvement is required, including scheduling and marketing in Africa and
partnerships in Latin America and parts of Eastern Europe. We recommend that in its response to
this Report, the FCO update us on the Service’s progress on these areas. We also recommend that
the Service keep us informed of any new targets it develops for measuring the impact of the web.
(Paragraph 291)

FCO Response: BBC World Service has made progress in all areas —

Africa

* Recent, high profile marketing initiatives have included the BBC Africa Radio Awards and BBC
Swahili’s award for business innovation in East Africa. Both generated extensive and positive press
and TV coverage in Sub Saharan Africa.

* An initiative is also under way to schedule African English more effectively, giving the overall
schedules a much stronger African flavour, while retaining both regional and international news
coverage. Research indicates that this move is likely to be popular with audiences.

» There are signals that the Nigerian government is keen to have a constructive relationship with the
BBC and we are hopeful that they will allow BBC news programmes back on to FM. BBC World
Service is working hard to restore BBC news services in English in Nigeria as a result, and success
will inevitably support the BBC audience.

Eastern Europe/Latin America

* As the Committee is aware, the BBC World Service has, in recent years, moved some of the focus
of its activities away from these areas, with full agreement of the FCO. The BBC World Service
continues to explore opportunities to improve distribution in increasingly competitive markets in
Eastern Europe. In Latin America, it continues to seek innovative ways of building audiences through
traditional rebroadcasting partnerships while at the same time developing online portal relationships
— for example with MSN and GI Global in Brazil and MSN LatAm in Spanish. These portals
showcase original BBC news material, as well as carrying other BBC audio content.

We are currently in discussion with the BBC World Service about performance measurement from 2008
onwards, which will include ways of measuring the impact of its online and interactive services. We will

keep the Committee informed of agreed targets.

54. We conclude that the BBC World Service’s investment in improving its distribution system is
to be welcomed. (Paragraph 294)

FCO Response: We welcome the Committee’s endorsement of the BBC World Service’s investment in
this area.

55. We recommend that the FCO should support the BBC World Service by also making
representations to the Indian government about removing restrictions on FM broadcasts. We also
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recommend that both the FCO and BBC World Service should make representations to All India
Radio about the potential weakening of radio as a medium if it is not liberalised. (Paragraph 297)

FCO Response: We will identify through our High Commission in New Delhi how we might make
appropriate representations to the Indian Government.

The BBC has made representations at the highest levels to the Indian authorities over the past few years,
including meeting the responsible Minister and senior officials. The radio market in India is currently
buoyant, with the Government encouraging growth in private sector FM. However, coverage of news and
current affairs on radio remains restricted to the state broadcaster. This restriction applies to all domestic
and international providers. While the Indian Government is currently preparing a new Broadcasting
Bill, looking at the regulatory structure and provisions, Ministers have said that there is no proposal

at present to permit transmission of news and current affairs. The Indian government is thought to be
concerned about risks to community cohesion if the regulations are relaxed.

56. We conclude that we can find no evidence to support claims that the BBC Russian Service was
weaker than the main BBC news. However, we also conclude that the development of a partnership
with the international arm of a Russian state broadcasting network puts the BBC World Service’s
reputation for editorial independence at risk. (Paragraph 301)

FCO Response: We fully accept the Committee’s assessment. In 2007, the BBC Russian Service
became a content provider for a new FM radio station in Moscow, Bolshoye Radio. This station is
privately owned. Voice of Russia was also a content provider to this station. However, the Russian
authorities put pressure on Bolshoye Radio to remove BBC content, and so the partnership was ended;
all outstanding legal and other issues have now been resolved.

The BBC World Service’s position on partnerships is clear. All partnership agreements are made
completely in line with the BBC’s editorial policy, with editorial independence being paramount. Any
attempt to compromise that independence is unacceptable. The BBC World Service seeks partnerships
with maximum reach wherever possible, but would not consider any relationship which did not comply
with that core principle.

57. We agree that it is sensible to focus resources in China on those media that are less subject to
jamming. However, this must not be treated as a signal that the UK is giving up on persuading the
Chinese government to make media more accessible. We reiterate our recommendation in our East
Asia Report that the Government should make strong representations to China about this issue.
(Paragraph 304)

FCO Response: We will work with our Embassy in Beijing to identify how best to continue to make
appropriate representations.

58. We recommend that any decision to close further language services should be driven by
declining audience need and reduced impact, and not by an arbitrary savings target.
(Paragraph 309)

FCO Response: We endorse the Committee’s recommendation. Decisions to cut or close language
services are made where audiences are declining and impact is weaker. Such decisions are determined
by a number of factors, including geo-political importance, strength of impact and market need, and are
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fully discussed with the FCO. Resources freed in this way are retained by the BBC World Service for
redeployment to areas of higher priority. The closing or opening of any language service requires the
approval of the Foreign Secretary and the BBC Trust.

59. We welcome the BBC World Service’s strategy to move from being a radio broadcaster into a
multimedia network. However, this will require a joined-up approach with the rest of the BBC’s
services. We recommend that in its response to this Report, the FCO set out what consultations it
has had with the Service about this new strategy and what measures the Service is taking to ensure
clear editorial lines and a coherent mix of services. (Paragraph 315)

FCO Response: The FCO meets regularly with the BBC World Service to discuss strategic plans and
future opportunities. This is done at both director and working level. The FCO and BBCWS also meet
formally several times a year. This includes four quarterly meetings at director level, four

financial quarterly meetings, two strategic reviews of a particular region and an annual meeting at
ministerial level.

In the autumn of 2006, the then BBC Governors agreed that the BBC would take an integrated,
multimedia approach to international news. As a division, BBC Global News now comprises the
following services: BBC World Service, BBC World and bbc.com/news. A group of directors has
been put in place with overall responsibility for this portfolio of services. The BBC is working hard to
offer audiences around the world a compelling multimedia news experience; the World Service itself
is no longer simply a radio service for example and includes a significant presence in online news

in 10 languages. In early 2008, the launch of Arabic television will see the World Service move into
broadcast television news as well as radio and online.

60. We welcome the confirmation of £15 million annual funding for the Farsi language television
service and an extra £6 million to extend the BBC Arabic television service. We also conclude
that the BBC World Service should have received additional funding in CSR07 for its planned
new investments and redundancy costs and recommend that in its response to this Report the
FCO set out what the outcome was of the Service’s discussion with the Treasury on this point.
(Paragraph 322)

FCO Response: The CSR process included extensive discussion of the bid from the BBC World
Service. We believe that the outcome was positive, with the award of funding to extend Arabic
television, launch Farsi television and to set up a project to reach Diaspora populations in the UK. The
CSR settlement additionally includes £2m in 2008/9, £4m in 2009/10 and £3m in 2010/11 to contribute
to the costs of restructuring.
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1.1

1.2

1.3

2.1

AUDIT SCOPE, OBJECTIVES & RECOMMENDATIONS

The audit of the Top Risks Register was undertaken as part of Internal Audit
Department’s 2006/2007 Work Programme agreed by the Audit & Risk
Committee and the PUS. Its purpose was to provide to the PUS an assurance
as to the adequacy of the relevant systems of governance, risk management
and control and, where necessary, to make recommendations for
improvement.

The audit recognised that the process for reporting and monitoring risks
remains under constant review and the audit was conducted looking forward
to evolving processes rather than looking back at earlier processes which are
being overtaken by new ideas. Through discussions with FPPD, a selection of
risk owners and other interested stakeholders, the audit reviewed the
adequacy of control mechanisms now in place or planned for the coming
months, to reduce to a defensible level the exposure to key risks. The key
risks, the likelihood of them materialising and the impact if they did were
identified and agreed with FPPD at the outset. These are shown at Annex A.

The recommendations resulting from the audit are shown at Annex B.
Auditees will also receive (with the final report) an Implementation Plan
showing all recommendations prioritised as follows:

. Priority 1 - recommendations that relate to key controls. The
absence of these key controls increases significantly the likelihood of
error, loss, fraud or the non- achievement of business objectives,
regardless of how robust the remainder of the control system is.
These recommendations to be implemented within 1 month of the
final report.

. Priority 2 - recommendations to address other controls whose absence
themselves is not likely to be serious, but were other key controls to
lapse there could be a problem. The timeframe for implementing this
category will be 2 months.

) Priority 3 - relatively minor and not directly related to prevention /
detection of fraud but likely to improve efficiency. To be
implemented within 3 months of receipt of the final report

MAIN CONCLUSIONS

Work carried out by FPPD, the Directors General, the Audit & Risk
Committee and others in the last year or so has significantly improved the
strength of risk management relating to the Top Risks Register (TRR),
particularly in the areas of risk identification and reporting. Further
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2.2

2.3

2.4

2.5

2.6

improvements are planned including greater involvement in the process by
the Audit & Risk Committee (ARC).

We assess the overall management of risks associated with the TRR as
satisfactory, although three key weaknesses are identified: the lack of
clarity on the purpose of the TRR; the lack of clarity on the criteria against
which key risks should be evaluated and elevated to the TRR; and the lack
of a formal structure for identifying, recording and reporting strategic risks.

The management of risks associated with the identification and reporting of
operational risks is satisfactory. There is a clear structure in place for
reporting operational risks. This has been strengthened this year by the
introduction of the Risk in the Network exercise which requires Posts to
report key risks to operational performance on a quarterly basis to their
Regional Directors for review and elevation to Director General Corporate
Affairs. Recommendations have been made to improve guidance available,
to strengthen existing controls and to increase accountability.

The management of risks associated with the identification and reporting of
strategic risks is assessed as weak. Unlike operational risks, there is no
clear structure in place for reporting strategic risks. There is a lack of
clarity on the purpose of recording strategic risks (e.g. what the impact on
the FCO will be and what influence the FCO has on the outcome). We have
included recommendations that a Strategic Risk Register is introduced and
an owner appointed.

Our work in the verification of mitigating actions was aimed at providing
further evidence of the processes that feed into the TRR. Given that it has
recently been agreed that the ARC will be taking more responsibility for
overseeing operational risks and identifying those which require elevation to
the TRR, we assess risk management over the verification of mitigating
actions to be satisfactory. However, to protect the role and independence
of the ARC, the Board needs to determine the criteria to be used for
evaluating and elevating risks to the TRR. We have also highlighted the
need for the ARC to review its own Terms of Reference to ensure they are
compatible with this additional role.

There is a lack of clarity on the purpose of the TRR. Some risk owners see
its purpose as providing management information to the Board whilst others
see it as a tool to request action by the Board. Since it is presented to the
Board in final, it is also not clear what action, if any, is expected of the
Board. Again, a recommendation is made that the Board considers clarifying
the purpose of the TRR.

29
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Risk Assessment

ANNEX A

Sub-Systems Risk Likelihood Impact | Strength of
Risk
Management
1. Identification Significant risks .
and Reporting of not identified M M Satisfactory
Operational Risks Wrong risks )
reported M M Satisfactory
Incoherent basis .
for reporting M M Satisfactory
2. ldentification Significant risks .
and Reporting of not identified H M Satisfactory
Strategic Risks Wrong risks H M Weak
reported
IncoherenF basis H M Weak
for reporting
3. Verification of Inadequate/
Mitigating Actions | ineffective risk M H Satisfactory
for Operational treatment
Risks False or vague
assurances M H Satisfactory

(unverifiable)

Strenqth of Risk Management

Good (G) — There is an effective system of risk management, control and
governance to address the risk that objectives are not fully achieved;

Satisfactory (S) — There is some risk that objectives may not be fully achieved.
Slight improvements are required to enhance the adequacy and/or
effectiveness of risk management, control and governance;

Weak (W) — There is considerable risk that that system will fail to meet its
objectives. Significant improvements are required to improve the adequacy
and effectiveness of risk management, control and governance and to place

reliance on the system for corporate governance assurance; and

Unacceptable (U) — The system has failed or there is a real and substantial risk
that the system will fail to meet its objectives. Inmediate action is required to
improve the adequacy and effectiveness of risk management, control and

governance.
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SUB-SYSTEM 3: OPERATIONAL RISKS - VERIFICATION OF MITIGATING ACTIONS

Key Risks: Strength of Risk Management
Inadequate/ineffective risk Satisfactory
treatment
False or vague assurances Satisfactory
Background
i) A total of four operational risks were selected for review from those listed

on the Operational Risks Register (ORR) dated May 2006 and the Top Risks Register
(TRR) dated July 2006. The purpose was not so much to verify the mitigating
actions as to further understand the processes that feed into the TRR.

Sample Identification
i) The risks selected and the reasons for doing so were as follows: -

= A5 on the ORR (A3 on the TRR) ‘Physical Threat’ - selected as it has a net
risk rating of High/Medium and appears on both registers.

= A7 on the ORR - ‘Retirement Age’ - selected as it has a net risk rating of
High/Medium yet does not feature on the TRR.

= A13 on the ORR - ‘Consular Funding’ - selected as it is a new risk; has a
different risk rating on the ORR summary to that recorded by Consular
Directorate on the ORR detail, and does not make it to the TRR despite being
rated High/Medium.

= A6 on the TRR - ‘Business Continuity’ - selected as it appears on the TRR but
not on the ORR.

Summary of Process

iii)  Operational Risk Owners (OROs) identify risks through various processes
(e.g. Business Plan review, Risk in the Network exercise, etc). They then assess
the likelihood of the risk maturing and the impact it would have on achieving their
objectives, treat the risk, monitor developments and report details to FPPD/DGCA
when asked to do so for inclusion in the ORR/TRR.

iv) In general, there has been no formal process by which risks and their
mitigating actions have been verified and evaluated (unless covered in a particular
audit). There have also been no guarantees that any reviews carried out within a
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Directorate (e.g. as part of a review of their Business Plan) have been carried out
at an appropriate level. We note in sub-system 1 that feedback on updates to the
ORR/TRR can come from officers below Director level and have made an
appropriate recommendation at 1.7.

V) The lack of any formal review and evaluation process beyond Directorate
level has been a weakness and could lead to inadequate/ineffective risk
treatment. The planned quarterly reviews of the ORR by the ARC and the
recommendation at sub-system 1.12 that the TRR be submitted in draft to the
Board will address this weakness.

vi) DGCA can and does challenge assurances given where considered necessary
but cannot rely primarily on information and updates from Directorates since as
noted above these are not always signed off at Director level. Our
recommendation at sub-system 1.7 addresses this weakness.

vii)  FPPD do not check/challenge assurances before updating the ORR and TRR.
This has been a weakness since assurances have not always been certified at
Director level before entries are made in the ORR or subject to challenge by the
ARC and/or the Board before being entered in the TRR. However, the
recommendation at 1.7 referred to above and the planned quarterly reviews of the
ORR by the ARC will address this weakness.

viii)  As noted in sub-system 1, the ARC and the Board have yet to agree how the
ARC will review risks and against what criteria. Verification at this level therefore
needs to be clarified and we have made an appropriate recommendation at 1.9.

ix) Where mitigating actions are wide-ranging and carried out across different
Directorates, there ought to be one person formally tasked with the responsibility
for the operational risks, including verifying the mitigating actions. As noted in
sub-system 1, no one has been formally tasked with this role. However, since all
operational risk owners already report to DGCA and he considers himself as the ‘de
facto’ owner of operational risks, we have recommended at 1.11. that the Board
considers appointing DGCA to be the overall owner of operational risks

Specific Comments on Selected Operational Risks

X) A5 on the ORR and A3 on the TRR. The difference in nhumbers highlights the
potential for confusion between entries on ORR and TRR and the need for
consistency. Recommendation 3.1: FPPD should ensure that there is clarity and
consistency in the numbering and naming of operational risks entered on the
Operational Risks Register and on the Top Risks Register (a need identified at the
ARC meeting on 19 June 2006). This should apply equally to strategic risks if a
Strategic Risks Register is introduced. (P2)

4 Page 19



xi) A7 on the ORR. That this does not appear in the TRR without any clear
reason highlights the need for the Board to set clear criteria against which the ARC
can decide which operational risks to elevate to the TRR. We have made an
appropriate recommendation at 1.9 in sub-system 1.

xii)  A13 on the ORR. The difference in ratings between the detailed entry and
the entry in the summary is presumed to be a typing error. That this risk does not
appear in the TRR again highlights the need for clear criteria as noted above. And
the fact that the reported reduction in the net risk rating is based on planned
treatment rather than on actual treatment highlights the need for improved
guidance. We have made an appropriate recommendation at 1.1 in sub-system 1.

xiii) A6 on the TRR. DGCA explained that business continuity had been put on
the TRR at his request because he thought it had been missed off and there were
no plans to update the ORR before the TRR was presented to the Board. Business
continuity will appear on the next ORR and the scheduling of quarterly reviews of
the ORR and the TRR should ensure omissions of this kind do not occur in future.

45 Page 20



pa39jdwo)

juawiiedaq pny jeulalu|

‘peaH /juswitedaq aouew.o)iad

pue Suiuue)d jelueuly ‘wea]

SWa)sAS ssaulsng ‘13110 Ysaq Ysty

*3das Gz Jo uoissnIsIp DYV
uo paseq eLIaLId pue ssadoud

3jelp papnjoul siy] *Ateniqad
€7 U0 M Jomauwe.u juswogeuey
ISty 014 9Y3 jo uoljesijew.oy,,
laded ino jo sjesodo.d

paa.8e pieog :pa3a)dwo)

UdLYm 9pLdap 0] 9)qe oq pue
A)9A11094)9 9104 S1L wuoyiad
01 DYV 9yi 91qeus M sty

"eLI9ILD 1BYM JsuleSe pue
SysLl Jeuolielado MalAal 0)
(D¥Y) 99331wwo) sty B 3pny
a3 $302dxa 31 MOY 1IN0 5UL}}S
J9pIsSU0d pinoys pJeog ayl

6'l

I ALIOIdd

ONILYO0d3d
ANV NOILVDI4ILN3Al - SHSIY
TVNOILVY3dO -1 WILSAS-ANS

syjuow
€ UIly3Im pajuawsajdui
aq o] - ¢ AuoLd

syjuow
7 ULYyuMm pajuswajdwi
aq o] - 7 AuoLd

yuow | urypm pajuawsajduwi
aq o] - | AuoLd

NOILVLINIWITdWI
¥od 3i1vd

NOILVLN3IW31dWI 404 F79dISNOdSId NOSH3d

AYOM ¥3HLYNA
40 STIVL3IA/LNIWADVNVW 40 SINILNOD

SNOILVANIWWOD3Y d3SILIIOd

‘ON

EELIREL

90/¥S/1/0S¥/VNX :39Y LY0d3Y 11ANV YL JHL Y04 NV1d NOILV.INIWITdWI

1770 W04

46



jJuswliedaq aouew.0419d
pue Sutuueld eldueuld ‘wea]

"AON €7 9ALLIR 0} 3np ‘10SS3IINS
10} S3]0U J9A0pURY LM 03 JDL}0

Jea)d 9ARY jJuswWaseuew
YSLYIM PSAJOAUL dddd Ul

pai19jdwo) SWa)SAS ssaulsng “19213J0 %S2Q YSty 3SaQ WSty :pa19)dwod pue paaldy | }4eis Jeyl ainsus pinoys ddd4 E>onc~w_.?_
*}s11 SurSeuew Joj sanbiuysay
pue s|003 papuUSWWOI3l pue
‘s193s1894 Sulyioddns pue yyi1 ay3 *SISUMQ
Jo 239 asod.und/yewuoy/ssadxoud ysty Jeuolyesadp Joj JUSIUOD
33 SULISA0D 0] MIIA Ju1ads Sulppe JaplLsuod
jJuswliedaq aouew.0419d e Yy}M Ystl uo sased aocuepin§ pue 9ouepLng juswageuew Sulutes]
pue 3uLuue)d jeloueUL] ‘wes] j9uellul Sulpuedxa pue SulsiAal YsL BullsSIxa ay3 ayepdn .
pa3sjdwo) SWaISAS ssaulsng ‘1921110 Ysoq %Sty Jo ssadoud ul qdd4d :91epdn pue MalAaJ pInoys dddd \wucmv_vs.mw
¢ ALIMOIYd
"dn m01)04 03 DYV
ay3 03 ydeq paj 29 p)nod apls
Jeuolielado ay3 UO SUISOUOD
UYL 9Y3 03 sysu 1o sauanb Auy -(a1132dde
Suljejedsa 1oy e11a3Lid apN|duL PIP | YS9y Sul13as *3°L) paLjLlIuspl
Ing ‘a3j11adde ysia 19A0D AjdLdxa SYSLJ Y3 3343 03 JUSIDLYNS
j0u pip Jaded ayj ‘uojsuyor aJe suolydoe asay3 eyl
A1eisyy Yim paause sy °paaude | ooueldadde pue pajsh) suoloe
pue pap.od2al ud3q sey Yyski | Sullesiiw ayj Jo 1eAosdde oy
ydea .10j UOLSIIAP pJaeog aYj 95U0 | 3jelp ul 3L 03 pa3ILWAnNs S Yyl
«]euLy, Ul pue ‘uoissnasip plieog ay1 1eyy Sulysanbau uoapisuod
ayj3 03 Joud 3jedp,, uL payIwgns 03 YsIM Aew pueog ayj ‘os
Juswliedaq aouew.0419d SL YY1 9yl ‘q94 €7 uo uaded sutop u| -191s189Y sysky doj|
pue 3uLuue)d jeloueUL] ‘wes] pJeog uno jo jed se paaise ay1 jJo asodund ayj SutAjLie)d
pa319jdwo) SWa)SAS ssaulsng “19213J0 %S2Q YSty aJam syutod asay] :pajysjdwo) J9pIsSU0d pinoys pJeog syl dul

AN

*1915189Y SYsiy
do] ayj 03 93eA3)2 03 SYSU

47



juswiiedaq 9oueWIOLISd
pue SuLuue)d jelueuly ‘wea]

J0U aJe Ydym sarepdn Aue 3dafal
0} ddd4 °Sso1epdn uolsSLLUWOD

0} JleWS Yydea Ul paLjue)d

94 1M 19A3] 1031D3.1Q e pasLioyine
9q 03 9533 J0j Juswaitnbal ayy

"19A9)] 1012311Q
1€ }JO pausls aJe 1935189y
Sysky JeuonyesadQ ayl jo
sajepdn pue smalaal A11alienb

pajajdwo) SWa)sAg ssaulsng ‘13110 Ysaq Ysty pue sajepdn 10} sS320.1d :paaldy Jey) ainsua pinoys gdd4 mw_ﬁw
‘yoJew Jo pua ayj a10j3q
319UQD4 uo pajsod aq |IIm Sty
*Alenuef $Z UO S103D3.Ip |euol8al
03 JUSS SeM 3dUepiNg YIOMISN
3y3 UL )S1Y pasiAay :paj3ajdwo) *3S0d WOJ} suinjal
NIOMISN Y3 UL YSIY SULMBLASI
*30UepINS J2URIUL YSLI $J030341Q Jeuolsay Joy
juswiiedaq 9ouRWIOLISd JO UOISIASI 33 Jo JJed se pajjelp | adueplnh§ Sulisixa ayy ajepdn
pue SuLuue)d eldueuly ‘wea] 3Q 03 YJOMISN 33 UL XSty uo pue MalAal pinoys addA
pajajdwo) SWa)SAS ssaulsng ‘130130 Msaqg sty |  9ouepin aAlsuayaidwo) :paaldy | ‘eAoge |*| UM UoL}dauuod uj zm_w_
'S91e103D3l1(Q JeuUoLSaY e
"'SpJeMUO | wo.} suinyal sadnpoud ssadoud
£00Z Wouy dn-moyj04 aeipawiwt YIOMISN Y3 UL SyskY a3
juswiiedaq 9oueWIO0LISd 10} suJdnjaJ 9je)/8uLpueisino aJnsua 03 Ad1jod uoljejedsa
pue SuLuue)d elueuly ‘wea] 10 YOO Aj130uU 1)tM gdd4 eyl Jew.o} e Surdnpoujut Ny
pajajdwo) SWa)sAg ssaulsng ‘13130 Ysaq Ysty VvI9Qd YIM paalsy :payajdwo) J9PISU0D pINoYs yInd v..F

*sassadno.d
JuswWaseueW YSLI JO MILAIDAO
pajuswndop utew apiaoad

11lM 3duepIns ¥sl 3I9NOD4 palepdn

‘pamo)e
Syjuow 7 ay3 uey3 1asuo)
aye1 Aew siyl 1dadde op

*salyljlqisuodsal enplALpuUL pue

(o1893e43S pue JeUOllRISdO)
$9s5920.4d jJuawageuew HysL
9Y3 JO MILAISAO pPajUSWND0P
e pue S9J0U JaA0pURY

48



juawiiedaq pny jeulalu|
‘peaH /juswitedaq aouew.o)iad
pue Suluueld jelueul ‘wesa]

6°l
uoljepuawiwodal 93§ :pajyadjdwor

"6°] UOllepuUSWWOI3l

MM Suoje pastiew.oy

9q M SIYL Yol yum a\qredwod
yoeoudde pasiaal paalde pue
19qwia1das Gz uo Styl passndsip

*1915189Y systy doj

Y3 03 Sysul A9y SuljeAd)d pue
19315189y Sysly Jeuotyesadp ay)
BULMSLADI JO 3)0J Jeuolllppe
S31 Y3IM 9)1qryedwod utewal
Aay3 a4nsua 01 9oU31249Y

JO SWLID| SIL BULMALASI

pai19jdwo) SWwa1sAS ssaulsng ‘1921110 Ysoq Ysty NYY :pa191dwod Ajjerlied/palusy 13pISU0d pINoys JYV ayL wwﬁw
)YV 03 uolsstwgns Ayniqisuodsal jo ease Jay)
pue yO9Qq AQ JJO-USIS Jeul} 21049q |  1094Je JeY] 9S1D19Xd JOMISN
‘M3IAI /3USWILLIOD 10} SISUMQ Y1 UL Ysky 9yl woJ} suistie
YSIY 03 paleInaILd usyl YHo Hedd 1915159y sysly Jeuoljesado
*(SuJnlad YIOMISN 93 UL YSLY Wod} ay1 03 sadueyd pasodoud
suisLie Aue Sulpnjdul) uladUOD Aue Jo a1eme aJe SISUMQ
JO sansst 2jeldodiodul 03 (Joumo 3sky JeuolieladQ 1ey) ainsud
juswiiedaq aouRWLIOLIS ¥YO se) yIooa Aq 3pa jeritut 0] uol3eNSUOD Jo ssado.d
pue 3uluue)d jelouUeUL] ‘Wes] sagesiAua alepdn Aj1ayienb Yyo Jewo) ajow e suruawadwit
pa3ajdwo) SWwa1sAS ssaulsng ‘1921110 Ysoq Ysty JO Bulpuey pasiAdy :pa3ajdwo) 13p1suod pinoys yIHna zm_w_

*9ouepLns 1BDN0D4
PasiAJ UL pajlelap 9q 03 sassadoud
¥YO sJoidaulqg Aq 1jo pausls

49



ANV NOILVDI4ILN3Al - SHSIY
JI93LVYULS T WIALSAS-ANS

juswiiedaq
9dURWLIOJISd pue 3uluue)d jeLOURULY
‘wea swalsAg ssaulsng ‘1apea

*1915159Y

Sysky Jeuonyeladp ay3y ojul
Pa493ud 3q PINOYS SYSH YdLYM
SuLpLoap pue sysu Jeuoljesado
Jo 8urliodau pue uorjediyljuspl
ay3 Sulyeulpto-0d

1o} Aniqisuodsal Yyim sysi
Jeuolyesado JO JSUMO ]]eISA0

wes | /492140 3saq Ysky s, 3uswiedaq "q94 €7 dY3 39 03 yO9(Q Sunutodde
pai19jdwo) Suluue)|d pue 9DURWIOLIS eldueUL uo paAoidde pueog :paiajdwo) J9pIsSU0d pinoys pJeog syl w_w_ﬁw
*19N0D4 uo wayjy suloeyd
*19NOD4 | Aq '8 ‘@)1qlssadde alow sueld
juswiedaq | uo a)gejteAe suejd ssaulsng JUSLIND | sSauULsNg J1aYy) Sulyew Japisuod suelg
9JURW.IO0JISd pue Suluue)d Jeldueul 9yew 03 sa3el031dallq v¥IOA/sHA 0] s93eJ03)2311Q Jeuolileiado ssauIsng
pai19jdwo) | ‘wea] Swa)SAS ssaulsng ‘iopea wes| 958eIN0DUD |1IM Qddd :po2.J8Y 28elnodua pinoys add4 .o.F
*pJeog 9y} Joj Suruleldy
Jusawaseurw HsLl SWOS je
pue sdoys)yJom/as1nod jeuoljippe
Suldonpouajul ojul Suryoo0j osje aie
9M ‘P219AL19p U93q Apealje aAey
$951N0D Sululed) OVS pue OwW ‘(1adeq 4ywy 243 ul
pasiAdy “Sulutea) Juswaseuew | qddd4 Aq pasodoud se) Sulutesy
)sLd 8ullsixa sndoj-au 0} ‘Sulflag Juswasdeuew Ysu d18ajeuls
juswiiedaq 9ouURWLIOLIS pue ul]13g 03 SIISIA JUdd3J | pue Jeuolielado pasndoy aiow sulutel |
pue 3uluue)d jelouUeUL] ‘Wes] uo Suipnjoul ‘siapjoyayels Ym | dojoAap 03 SI9pIoyayels Yyim c
pai19jdwo) SWa)SAS ssaulsng “1921}J0 YS9 XSLY | uayeluspun uol}e3jNsSuo) :pasisy J3yiny} 3)NsUod pinoys ddd4 \wucmvws.mw

€ ALIMOIYd

50



juswiiedaq 9oueWIO0LISd
pue SuLuue)d elueuly ‘wea]

*go4 €7 U0 Yyl 10} Juswajels

*191S189Y YsIy d18ajeays ayl
BULM3IASI 10j WNJIO) paslge
3y3 03 ydeq paj 99 pnod

SYSLI D1893eIS B3 UO SUIDU0D
10 sauanb Auy 1935189y

systy do] ay3y jo asod.und

3y3 Jo uoljedtylie)d sulpiesdal

pa3ajdwo) SWaISAS ssaulsng ‘19d1110 %SaQ XSty | uolssiw paaise paeog :pajajdwo) Z1°| uollepuaWIWOIal 995 wy_w
*1915189Y sysky do] ayy 03
SYSLI D18a3eI]S 91RAI)D 0] pash
juswiiedaq 9ouURWLIOLIS 9q 0] BLI9ILID 3Y] 1IN0 SUl1}SS
pue 3uluue)d jelouUeUL] ‘Wes] *q94 €7 UO0 | J9pISUOD pINOYs pJeog ay) ‘6|
pa3ajdwo) SWaISAS ssaulsng ‘19d1110 %SaQ XSty | eriairid paaise paeog :pajajdwo)d) uoL}epuUSWWOIal 03 Jejlwls w_w_w

I ALIYOIdd

ONILIO4 Y

51



*(p4eMI0} SLyl 9ye) 031

MOY U0 u011$3a38Ns e sapnjdul
M013( G'Z UOL1BPUSWIWOIDY)
‘pJeOg 9y3 03 uoLssIWgns

0} Joud paguayeyd pue
POM3IASI 3Je SySL D18aelIs
1By} 24NSUd 03 359q Moy

MO0)3q G°7 99§ MO0)3q G°7 99§ "M0]9qQ G'Z 995 | JSpLSU0D-3J p)noys pieog syl w_w_w
‘uoljeuwLIoul
SLY3 JO UOLJRULWSSSIP JOPIM
juswiiedaq siauueld a]e3l)loek) 03 puR 34NIdNIIS
Aonod ‘pesaH Aindaq/Aielaldas yoJew G uo Yys Isdu pue ALgeiunodde aplaold
pJeog/iuswiiedaq aouewWLI0}Idd | 93 10} SUIN}DI PAUOISSIWWOD M | 0] 4915189y Ysky dLGaieliS e Jo
pue 3uLuue)d jeloueUL] ‘wea] *q94 €7 UO YYS JO uolIdNpOoJIUL | ddURUSIULRW pUR UOLIDNPOJIUL

pai19jdwo) SWa)SAS ssaulsng “19213J0 %S9Q XSty 03] po3.se pieog :paldjdwo) | 9yl ISPISUOD pINOYS pleog ay| m_mw_w
*dn mo1)0} Bulyeiedsa
Aq Asessadau J1 ‘aorid

jJuswiiedaq sueld ssaulsnq uL sue)d ssauisng paAo.adde suel

9dURWLIOJISd pue 3uluue)d jeLoueUL /0/9007 @AY MOU $931R101D3.1(Q 9ARY RJISUSD SI3RI0}I3II] ssauIsng

pai19jdwo) | ‘wesa] Swa)SAS ssaulsng ‘iopea wes| vO9Qa/s9a v :paiodwo) 1e aunsua pnoys qddA .N.N
yosJew pus Aq 39uQ)H4 uo pajsod "SI9UMQ
3q 031 9s5uepLns ||n4 ‘yoieyw ySLyY d1893el]§ J0) JUSJUOD
G UO SI9UMO Ysiy d18aje.is Jl10ads Sulppe Japlsuod

juswiiedsaq aouRWLIOLIS 03} pa1k)NdJ1d sem adueplns pue aouepLng Juswageuew Sulutes]

pue 3uLuue)d jeloueUL] ‘Wes] JUSWISSASSE HSLI pue pajjelp YSL SuUllSIXa 9yl o1epdn -
pai19jdwo) SWwa1sAS ssaulsng ‘1921110 Ysoq Ysty u99q sey adueptnn :ayepdn pue MalAaJ pInoys Qddd \mucm_u._vs.w

¢ ALIYOIYd

52



¢ ALIYOIYd

SUON

I ALIYOIdd

SNOILDV
ONILVOILIW 40 NOILVII4I¥3A

- SMSIH TVNOILVY3dO
‘€ WALSAS-9NS

SUON

€ ALIMOIYd

pa3ajdwo)

juswiiedaq siauueld

Aonod ‘pesaH Aindaq/Aielaldas
pJeog/juswiiedaq 9ouew.0419d
pue 3uluue)d jeloueUL] ‘Wea]

SWa)sAg ssaulsng ‘13130 Ysaq Ysty

'q94 €7 uo sysu
J1893e13S JO U1BUMO 39 pIhoys SNd
Jey) poause pieog :pajyd|dwo)

‘wea]
fon0d a3 jo pesH ay3 Aq siyy
utL payioddns Aj3dauip ¢,J9UMo,
se SNd ay3 sunuiodde
J9PISUOD 03 YSIM Aew

pleog ayl ‘pajnsuod asoyy Aq
dpew suol}sagsns SuLMo))04
*(M019q 995) 1915159y

ysty do] a9yl 01 sysLI Ay
BULIeAd)D pueR SYSLI D13aleIIS
Jo 8urliodau pue uorjediyljuspl
ay3 Sulyeulpto-0d

1o} Aniqisuodsal Yyim syst
J18931e43S JO JSUMO 1BJSA0 Y}
9q 0] uosJad auo sunjuiodde
J3pISUOD pINoYys pJeog ay|

qyS
G'¢

53



"dv0 ‘V08/1 WOOY ‘024 ‘A¥LSIDIY AVl OL LN3S ¥O ¥N"A05°02)@AVI OL A3 TIVW-3 39 @TNOHS NV1d JHL 379ISSOd 4

900¢ 19qWSAON € NO 1SOd 40 AdV3IH JHL A9 A3A0UddV ANV N33S N339 SVH NV1d NOILV.INIWI1dWI SIHL

SUON

€ ALRIONRId

90 Jaquwaldas
‘pa3ajdwo)

juswiiedaq 9ouRWIOLISd
pue SuLuue)d jeldueuly ‘wea]

SWa)sAg ssaulsng ‘13130 Ysaq Ysty

"SYsL JO Sulweu
pue SuLIaqWINU JUSISISUOD pey YY1
pue ¥Yyo Joquaidas :pajajdwo)

*PadNpoJlUL SL 1915189y SHSLY
J1891el1S © JI SYSLI D1893eU]s
01 A)jenba Ajdde pynoys sty
"(900Z aunr g} uo 3ul}daw
DYV 9Y3 e paljlauapl paau e)
19315189y systy do] ayl uo pue
19315189y Sysly Jeuotyesadp ayl
uo paJlajua sysu Jeuoljesado
Jo Suiweu pue Surlaquinu ay)
ut Aoua3sisuod pue AjLie)d st
913y eyl 24nsua pinoys add4

qd40
1€

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

1D5720215 01/08 388903

Printed on Paper containing 75% recycled fibre content minimum.

54



TSO

information & publishing solutions
Published by TSO (The Stationery Office) and available from:

Online
www.tsoshop.co.uk

Mail, Telephone Fax & E-Mail

TSO

PO Box 29, Norwich, NR3 IGN

Telephone orders/General enquiries 0870 600 5522

Order through the Parliamentary Hotline Lo-Call 0845 7 023474
Fax orders: 0870 600 5533

E-mail: customer.services@tso.co.uk

Textphone: 0870 240 3701

TSO Shops

16 Arthur Street, Belfast BT| 4GD
028 9023 8451 Fax 028 9023 5401

71 Lothian Road, Edinburgh EH3 9AZ
0870 606 5566 Fax 0870 606 5588

The Parliamentary Bookshop
12 Bridge Street, Parliament Square,

London SWIA 2JX

TSO@BIlackwell and other Accredited Agents

IS|imi
97780

78-0-10-1

||||| 0 |7|3|0|i2
101%730228

8





