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Defeace Pracurement Agency
dnnual Rapert and Accownta

Overview of the Year

Dur Mission:
Toeqquige the Armed Faeees:
4-I.'.'I':.lr Vision:

T ewoel iy deliveriog equipment 2o the Armed Forces by mesting our primises 1 our cesmners
ang developing the excellence of our peaple.

Our Values:

Excellence - Wi must be perfarmance driven, soching contsmuous improverment sod seeiving for excellence in all
thar we do, Wit can anly measire excellence again the achievemnent of the resilts drir cusitrners wan.

Meeting promises 1o customers - We musr be focusad on understanding and moeting our custmmen’ needs

Wuiq.mr pﬂ:]ﬂ: = W walie the diversity of osr penple and sock s develop their patenrial
by recigiising cheir needs, supportiag their asmearions and rewanding e schisvements.

Integrity - Underlying everything we do i the need ro acr wirh incegrity, loncsty and transparency within ou
veaima and with our covenmen and supplicrs, wodking mgerher 19 schirv our nabson.

Finance People
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Annual Mepait and Accoumis

Equipmant Dellveries

e agency Aelivered erjiEipment vidiaesl ar E3.7%0 Billian during the course of the Financial NET

Flightiphts 1 lienesl bushiv

[he fimz four Tephoon comba shrcole, of 55 o on

arder, were delivered 1o the RAE Thess arcraby s being
it sl ther paces bt ind fisive '\Jflllill-\.'.ll'_l.'
flight tost programme s Typloon bsprepaned or ontry

IETL 3-,q_||,|;_|l_| IO SEFVIOE

['he final ten modified Taornade CE4a Rermonnaiiseios

abrerali were delivered o e BAE condoding die £ billian
Tiinado hlid T.afe ‘|_!|||J;,|,'_|“ which b i.'lllil|:-|l..'-|l LIuls

s angd yerstile adrcialn o serviee our e et 20200

Thie firsg of class ot rwa |.I|‘!.'_l.' an |.'ll'l'h-|||-| clew sk
ships, FAMS Alkion, was delivered 1o the Royal Navy, Fhe
E_H_'-h”ll O I0E -\.||_||1 hos ki ||I|'l"|': .‘I |1|.'r .I.d'\-'J]!LI\.IJ .:II-.||'II'i||I'_'.
aiu command amd concral vessel bn _|||||I|||:|1||||n warfare

rrerciies off Porway

i"he lead enedits ol 12 Mechonmed Bragade were
pquipped with Bowman hartlefaeld conumumicarinn:

BuLpme wi, allowanpe Arpe ncale ol -Ill'I coblectivi

eramafy — the s ol o programime for e egeaceneen

avermene nf bl walie amil darn |.'||IJI|'|I'.II\.III

U:l'.l III'I
achoss all three services

The MOD ook debiveny of it Strategic Sealift service 10
Pt les .||||-,||| al s CaEREL daie :III-II“ ng defivery ol the
last o six BalldOn Boll-CHl (RoRa) cugo vessely to the

i

CORIFEEDT wWila l.l.i|| |||1q:|.||'| 4511} |'| | serviie.

Viersiribe Temparmoy Deplvpable Accommuodato carmp
werr delivered o tedips g an Lirgen (Iperationl

I-'..'n'll::r.'|:||-.'|'.|. 111 |!m-i u vesi shead of e ofginal schedule

| |l_|"||| hadhine L wish debivered o Armiy iIIIJ.I.ll_l
||_||_|__|||||_||I did the Roval Marnes o HgAE erinn
firepower and complement ather improvemeniz, sueh as

thie Unaber Sliung Grenade Lanncher,

Cantinued deliveries o the BAF of te advanced and
potent ASHAAM shore mtige alt to air missile m equip the

Topmaeda 1Y fighier and, 10 dide cours Fvphoon

leni minre Apache attack helicoprers wore delivered 1o tse
Beitish Army as it prepares for the deployment of the birs

gipertieral -\.|_||.||‘||'|||I




elenie FGturemant AQrnt

Annual Nepore and Accounis

Projects obtaining Main Gate Approval

Dhuring the year o numiber of DPA projecs aboabned Main: Gare approval e mave disto e Demonseratian and

Mla il i l"l'.l_u: [hese Lhig _'||.-|q.'|J:

[ ] The Fumiere Cloninand Liaison Yehicke - o new ‘o
anywhere” air It 'I1-FH.I'.IJ|'|E TR ] '.'\..-_-||l_]1r weticle — will
CRITY (M1t recodlisaissince, command and Dason work in

siipport of medium end beavy forces

[ ] Peeciviom Guided Bomb = the world's mosr advanced “fire
and Forger” precision bomb will give attack airorafr grearly

enhanced accoracy in-all weather condition.

| Sonthsayer - this will gve the Army and Rowal Marines the
-'-""_"'rll-ll""- T -'|l‘|'l-'-|"l\.i:l\.| |u:.'ri..u| |-||-rr||-r-||_ whrkire :'\-_lr||||'\.|'|'.--|_|
Soothaayer derecrs and identifies radio and radar F'l:"':“l'

wsd on the barclh=leld

[ | CONLOMG - chis will deliver improved logistic and
i i coure RIEPPRIT lor tanilicary APETHIS atid evercrees
across Hlse workd, alongside the MO Permanent Toin
Headguarters (FFHOY, under a seven-year PATTNER g
arranpsment with ndosmry,

| L. Vehicles PRI = under-chis programme, indusory will
proicde all hewey plang EOUEEECL, |flg:|1||'= stpor iind
construcnn. machines respuire] by thos Armed Forces over

the next 15 yoim under this PEE deal

[ | Laded Mudriple Launch Rocker Sysiem — chis will provide
Army mocker artillery wniis with a prrecision weapan with
e than double e range af the ssisting unliled

Il:‘l:l‘:!'.'. ETILITArIERn
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Fipnual Ruport and Accounts

Uigher Higldeglas
Cihei sipniticanr achisvements durtng 200354 Goludes
B Cantral el [ Skeeer 5 05T aanellbne cermnioatins wervise

B Selection of Hawlk 128 0240
Air Force and e Boval 2wy
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i o ey Yessel
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Defence Brataigmep | fasney
fnnual Report and Accounts

Agency Team Excellence Awards

dhe perfacimancy of individiszl P& Inicprued Progeer Tears (1775 anc roooprissd ano iakly Uirough
Teamn Exzellence avaids, Fifteen reims wone uoptned for tieie achicveren in 300354 aed for wene
selecved s awards, | ke veraieder reoeesd commnendatioes The winners were:




Delengs Procurement Agendy
Annigal Raport and Atcaunis

Minister (DP) Smart Acquisition Awards

A sarad of 26 cusricy were considered fom the DFA, DLO, EOC, Defence Bsmue und MODH Cenmre,
0 nine winncn of the Min{DPY awand, two veere DIPA remms and one was 4 jrint DFA and indostry s

a



Delppie Procudtamean's Agenty

Aamnl Report and Accounts

Statement of Achievement
Against Key Targets

W measure our achicvemaent ayainss five Key
Pagpees, which fow Bom Deparmmental rarpets ses
by dhe Trezsury throngh the MOD Pablic Services
Agreement, key Targets 1, 2 and 3 cover bl
schicvernent on the three principal praject
mezmwies of perfarmsatice, tine and cost, In
200344 the projecs monineed for these Targen
were the top rwenty projouts {try vahae of spend
rernairingl, wihich hod pased dheir main
invesapend decision paing (Main Gare), These are
agreed with che Namomal Audic Office and are
wshgeor to fiall madie, Performance againss (e Koy
Targees iz shewwn i the pable an page 171.

i\ numnber of chanpes have been made o Ky
Targem for the nexs Gnancial year following 2
revhew ol Auney performance dorng 200474
Thi: changes have been agroed with the
Minisrerial Adviory Board (MAR} and discusscd
with the MALC,

By Targer | meissires aur alailivy 1o delivor
sxquipment b the covromer ar the requared
technical performance, Tt comparo the number of
approved Key Beguirements fagresd with the
Custoener at the rime of Main Gire) agrinst the
number which are forocst w be, or have been,
s, By Tangews 2 and 3 measure Jn-pear average
programme slippage or cosl growth. These ene
consigtent with the tirgets In the MOTYs Public
Services Agreement

Results

Key Target 1:

Equipment Performance

Achiived — The targee for achievement of projocs’
oot el et was W% We dchioved 999

Key Target 2:

Programme Slippage

Mt Achirved — To achieve this wrger, av e
ﬂippﬁ_gn’ Fad now o owceed 0.5 montha, sl
average hew slippegs was 24 monthe. The moess
ol L3 months average new slippase correspords
a sl ol 45 monde gippags in che vear scrass the
projes prgilarion,

Key Target 3:

Cozt Growth

.Nl.lll Achieved - To scheve the tnryet, there hael iy
Be zern irerage New. cost powth. .|'|.|:I'_|.|.l.|a:'|r|:|:|.ﬂ,|:-
nesw el proweh was 2, 7%

Key Target 4:

Customer satisfaction

Mot Achieved — Tlhis mrget was m achieve a
satisFacrion rating of 74% for the DPA Cusiomes
Sartefaction Survey conducted during fane and July
af 2003 The mring achiceod was T0%. roprosenring
custamer sacisfacrion & char time, which compares 1o
a ransg of 7L5% achieved fov Juse amd July of
SO0E, A Lt v, ehe Clispomer Batifacticn Suney
prwided both purmerical dard o asees cuskoane
surmhaction and qualirarive dazn e iclemiﬁl diroiy lop
imguvvement. The survey design was based on besi
practice midels avnl cstabilished approaches. Six
arcribuzes were defined follirwdng consulmsion with
custemers char oover ol aspaeiis wf the services the
Aperey poovides. 201 Gaseeners wery bnierviewed
Te[EiCACTEmE 2| DPA cosmmer arsis.

Key Target 5:
Operating Costs

Mchisved — The Earprt whas toremmain winlin e
agpred tescanve and copinl defence spendimee limits,
and was expresssd @ & rquitemens o have wem
pricent overspend,  This was achioved in 20002004,

Other measures

The achioement of & moee détailed range of
obfecrives s vital o our customers and orher
srabieboddors. Wie thercfare have mges and
meastres af perfoomance {n oor Rusiness Plan,
which complemens the Key Tantes and ansure

crverags of key suppuring scovings.
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Gelesale Procuremnent Agency

Anaual Report and Accoumin

Report by the Comptroller and Auditor General on the Defence Pracurement
Agency’s Statement of Performance Against 2003/2004 Targets

Fhe Chict Exeaive of the Thefence Procurement Agency has asked e m walidare the Agency's pethotimance ggaim their
2003/ 2004 Ber Thipess.

Respective responsibility of the Defence Procurement Agency, the Chief Executive and Auditor

The Dicfence Procarment Agency sand Chiel Exccurive ase sespansible for (he emesmrement and reparming of the Ageocr's
performince ogains the Key Tapro

| examine and couclade an whether the Agency have mer theis equiremeoss under the Cabiner Offices paidance (lanuwry 2003)
on Minr Seepa Ageacies Anmial sepor

B Provide tull decadls of perfarmence agamue all the Apences Kev Tangets
B Enuee chaeall perfusmunce fnformatiion is reliable and fairly presensed

Basis of conclusion

Ik walsdarion indudes an exnimacion, ona e bans, of evidence rebevant i Hhe amounm and disclosiare of the auisinrm and
schivvernenty inciuded within the Satemont. It alo inchudes an assssnent of she significant ewimases and fucdpieris e by
the Dhefance Procurement Apeney amil Chic Fsecorive in the Sunement's prepumbon.

Conclusion
The Stscmon of Perfurmance shove inclades all fie Drelence Procuremens Apency's 20032004 Koy Targere T refialily il

fairly prosemts the Agency's performance agaiai Ky Tangets | ta 5 in 200002004,

|ahinn Poniiin
i rrpzrailer smal Ausdiver Gearnd
20 uly 2004




felengs Frochiement Apancy _
Annaal Heport and Accgamis

Financial Summary

Financial and management sccountlig i embeddad throughout the Agency with each prige ram umd
sapport group espansible far reparting i financial ssfcnation ro the Executive Board. Formal and
hoth the underscanding and e use of firancisl information droughour the Ageocy

I addiion, the appoinmment of o qualified Finsnce Dinector from indastry o the Execurive Board,
comsbied with the appointment of senior finance allien i the newly crted post of Financial
Conunller in some hagh profile projects - including the Tepe 45 Destmover and the Mimmd Maricime
Reconnaissince snd Aok Mark 4 = have enhanced the finance uncrian within the Agency.

A tocentty keunchied MOD - wide finance skills framework will help 1o further encouinage sl gradis and
speclatiser 1o devebay the pesessary financlal undrnistanding,

The Agency's Programme
The Agency's programine fuis fwis are:

B Syserné Proasement: purchase af vew equipment sysens and associted weapens. inclsding some
major wpgrade programines and spstem procirement expenses such s atueles {lerails on page 14)

W Agency Operaring Cony, and Nuclear Programmes (dewils oo page 15}, Expundliure i 2003/ 2004 vas

connined within the jlanned levels repartcd w0 Pafiamens ihsough the Supply Bssmares, nd within
abiocarinne se1 by ihe Diepartmen,

asset Deliveries 2003/2004

Equrpment delivered po Armed Foroe custoaers
The eable below shovws the 200872004 expenditoe amoanted to £3.750M for the 20052104 financial
it ressairce serms by capabiliey ares yesr an shiwn in the rahle.

1



Dgfence Frotar=menl Sgency
Annual Beport and Accounts

System Procurement

Unier chir sccounsing regime mar Resurce
‘consumiprian dpart of Operating Cost Seatement)
on systEms procusement was £1,980M in
200004 {E22E7M In MHO2IHKIEY,

W cxpendinure on cxternal research, sssessmens
and stucies (E408M))

W expenditure on cquipment and suppot and
post-design services (1290 '

B inrerest on capital charges for development and
praductivn wwers thit have been acquired ba
nor yee defivered (£3640).

Cher ner gesers wore £15, 080 ar AT March 2004,
wunssting of

W asiers under I:ﬂﬂl.l'.l'ﬂ:l‘.il?ll.r Em-d-l.l-:l:iﬁl‘l gonts af
projects in progioss (£9, 308M);

B Incangible asiers - development cons of progects
in progress (£9. 3030

B credion and aocrals - maindy the value ol
beren rmiged and cash peymene bas inos been
made {finbilicy £2,629Mi;

The chare beliww ehow the main divisons of operating coss and et asen,

Db uarihe Corrs
EAL AR TE |

P E

[ ol 11,5000

sEezsazesd

=8

e AssrTi
5L Mearch o4

==

EEfEERtEi,

i

i

i

& ¥ £i§_§;

Ry

“Sysveitia protusmmsni: anahiain of Opeeielng Ceots and Ser Assin



[elenes Procufement Agency
Annuoal Aepori apd ACCdunis

Operating Costs and Muclear Tl e eherments of the operating cowts are DFA
Programmse araff, accarminpdition wied coas relating o dhe

A : cnsclear programnse, The ner assets are mainly in
Orperating Costn of ELAIZM im 2003/2004 the nuclear programme and include dhe long-torm
anum’ AN et 0.1 ﬁE-'AmeT Laility for futare decontamination oo, DPA
disclinding sslf st of ETAGM (nchuding wicrin ik the Alsber Woiod

provisons), propermy management iccluding racs b sk .
£23M, 1T T3¢, and £3.591M ouclesr und fiule 0 i S

iatetial programme

T chars belmw shiwe the main Jiveion ol sperating cosis mclmbing woder grogramme eperarisg coss and
nex asser. Muclear sssers include seet under.consraction af £184M

prrnaring o HWAT ANEETH
Joaltinag 11 Mdrek 3004

i

Uiperasling s muclear prograsmn anafyis ol Dparating Cosle snd Mo Adaetd

15



Dalamie Frocurement Ageniy

I i

Anmnual Heport and Accounts

Agency Operations

Strategy

The DA siTFivEn’ 18 deimver pn i coenimilienis g
it cumrrameers and meet i Koy Targers: This = achivved
thirenieh she sk oo Trstegraved Project Teams (11774
ned Suppont Goopups, emphnding Sman Acquisitian
principls. Overall Aveney perfonmancs bs dimecsd by
the Exeomove Boand in-close conjuusction wich kev
eustaimer ik the MUKDY, sided by the Suppoer Canougis,
whao ey sddiooral sxpertise in ansas mich 4
I'|.'Ij1|'|||.'.]| .:Il'd ‘Hl'll.m'.lll I'I'|.I"|:r..\-_;|-|1||_'||1I |_|'||-.||1.:r|_1_|] J.|:|.J_
'||I|'I|'ﬂl‘|:'r [Ee L TIaS J_lll] LU SerVICES

Smart Acqueemen and the ersitisn ol IFT Bave
hE||'ﬁ‘| L8] il'l||_'lliwr Lr u|.1|]|l.:.' 0 [T e Bl
i MM we underoock o majar review of el DA
uchievemencs since the mtrodiscnom of Smare

s CjLalsitinsi, Uhis analysis has idensificd a mmber of

prioony aness o ||.|||J__-;|-1 which ere

W Processes - Enprovesd inforsiarion provirion i b
Haverd, rn.-.-_||1|'r-.-:|' il HTp s aisreerh mw
prmaT e o arumrnpe, Ak siiagement, ey
el aanagenrere, fadncial mavagerient, and
futs kg wvrh aur e Al the Defeo
Lagintiey COlrpatwisation

B Prople Muanagement = Gramer e of workione
planirang, mpporsed by 2 wew nerwenl of
"Dhvlogirens Perimers" remiar .lr..:__l‘f"!s.l Ry
rpviafienes it sl Bede fefenrrfy kil rhoveaper
anat enrure ey Bt B kil B place noberr nhey
ary rredleal VO ire el sepkivg tai bmprove recovrd
awd PPCEETLIEGRA RSPl ieniindi Jov |'rn.!:'.'u..5-5|r'n' ple

Irearsrersy o Fle Apenry

W Ovgunisainnal Srrucrure — A e erpRRru T |
srrmecpuee v Dwrroatay wed st fae Apeed 20040 TG
el Sicgpore Lveaps ave o growpend i reflent
dlrr byvinen relatiomlingy. Av il samie Jimr ple
fpem s Ewrcnitre Boara o reviructired in
Jrae i bebter lﬂ'.rns av b dlelipery af wrodecit

alpu i -|:'|':|- falaudi

The rview alsy identificd some jsues thar omed o be
mlelrsed anside the Agency — inchading the neod for
mcrezed Finding in the ey yeas of prajocs o
recliace nsk These ssues ure being mhen foewand
uiler the personal direcnan of Lond Bech, s
Melmser bor Delence |"||l,_|||r|:|;r_|1|

Corporate Governance

Thee margeinens oF nsk 1o enswe the Apency
achaeves 1 IIrges W 3 the hegr of oier sestom of
corpuaane poverianok We klemife sk acrss che
brzadih IJ|-IJ'.|I.'J"LEL'DC:|'. |::-r.-l:i|.1['_ ar these nsles
C'ULIIE' iFFLI:I: prniern. st eilier s sl T |1||-.|r||'=l\.
Phe Andic Commines, which e repulety under
else cluamsanslip of v Non-Excative. [ireoms,
esarey that the proceses in place w manige s are
effecrive ard underpin the systeim af internal comemnl,



information & Knowledge

The DIPA informariin systems strabegy w
nclorzed by the Bxecurre Board e June 2011
gnd provdos the fumessirk lor deslapingg

=rrntizl suppore solutseos (o the DA Bakiness 5

n eramemsent ok rapid change A wumber of

i clilineer

roRErATiey A lagst -:|.|-|. iieritin!

oiir Ind ) SEFALELTY D0 I oaherence

BLOUEE, winiliry and pee of inkemmacio

o
We BRC COnTInl |'|-||:"-|..| n.'-ll“l

n helping coalde

miproved performance and we ane mvoigEiig
lanmire

1hie I EYEmEnt ol FINANEE, SRLnRas
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ImanEgement oot sesden UL
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MAGATCL 2y O NIRRT D EN SR e b Al

L ||ll.l.|| EC 10 1Sk i ol mrsd el

HAJiFAE dne iH el REFInIEnCE

wesasii wil ellecrive Inlopmarinn Sysiems

15y has been mrified aa @ kev enabler o

our szafl doing, cher jobs. Uiveeall sarisfacoon wich

Aanaal Bajpare

o Ly |,|-_;|I vkl 8%%h af okl sansned, alshouch

100 Sreel acid I |:||-|||I'\. ol the averem meecly (o b

vrthier i)
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Felieye
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lEect i 2005
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DPA in the Community

hie TV sy simtl Cronm the boeal comsmuanamy

1ina |I|J-'|'= i PTHE BN 3 WGS L3 of dciviies 1

conntttbiime f0 i ||'l.|i 1N FEETh il altairy, e
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il Miagam aes nenchas, whool =i i bdics,

1 _'!'||I [IF]] 1 II M NE 451310y DTSR

The DPA alen crdlabnares warh Local Aurheirities
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tecr the local
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Dalence Fiotorement Aguncy

#nnual Repori and Accounts

Project Management

High gualicy inregrated project mamagement and
risk manapemeny I8 key 1o the oversll suocess of the
Agency. Ensuring we have the dght tools,
technsues, people and skilli is ssenad ifwe 2re w
deliver vur promuise. e prisejy subioots include:

B Project PManning & Scheduling ~ As with Risk,
a muaturity moded hay been developed oy assin
proveszs in- understaniling whas contribaies ooa
good plan. ‘A virmal communiny” for planning
and scheduling has also been esmablished which
allorws mamagers oo share best pracrics scroms the
organisstion. W encourage the ase of Earned
Valoe Mamsgement and try 1o use “Anchar
Mil=aomes” — tngbie wenis which mark reil
Frojecr progress — i oud contrac with
indusary. Theie milesione are reviewed joindy
with iy,

B Risk Munagenseny & Esdmaring - Risk
Managemenr i an inrgral pare of projec
imanagement and i the hasis on which projecs
can manzge keeyissues and miske ediable
horecisty of the cost and rime requined foe
project completion, through che ese of
iclunaques such as chree-poinc estmanng, We
intestil w0 refndoree che meceniny for robor
estimaiang and 10 help with ths process the
3PA has deveboped 2 aew lour stage marurine
nssessment prncess with the goal of ensuring that
ull majar propecos are an ape three or shove.

B Develapement of Mrojecs Managers — We are
intrducing a progressive carees framework o
Frodect Masigen, with three levely of
competence allgned so the Associacicn of
Frojest Management body of knawledge. The
foundation keved i alnendy in place and the
praczrinner level will be intraduced larer this
veur, This mwadnlng and development will be
compbemented by e of @ now Projea
Mamagement Handbook during 2004

B Leamning from Experienie (LFE} - LPE (s

inclided a5 pare af the puofecs csureice rogime
und provides 2 means of demonsrmanng that we
hive beirned Frim che misakes, ind mccescs,
of pm‘iﬂu prnln:ln. The DIPA concduces u-guhj
LIE seminury s bricfings with loey isues
being recordad on g dambase for all o scoes

W Benchmarking - The DA befonp o an

inrernarional benchimarking commuring which
irchies many Blie-chip organisaons, Fach
year the DIPAE pragect mamagement pedormance
ks compared wich over 60 global organisstons
againse 1% key projecr manogement ancs. The
20803 sexulon showerd whar DPA s i ehe 1op Ralf
Fow the inajority of these arem and bess in clas
for many. Our aim however, 1 to concente
rur e on thise arsn whene we have che
rasr scope o bndprovensene,



=nlgnce Moturement SEENLY

Anpual Repart and Accounts

Customer &
Partner Relations

The DPA recogmises the value of stnang sid effeive
custamer anc partmer relatary in the deivery of i
husirsess, and actively secks o inersse shis walie.
[huring FHEHE wo wighil s farther develop wodang
refuricnshipa with all of cur cistmers, in parricular
with dhe Equipment Capubiliey Cuseomer (EDC) and
the Dicfence Logimcs Organmanea (LAY,

We hiave: deane this by exrending oir progransme of
sratepic mneerings ot senion level. which has brebped 0
1o gain a desper appreciatinn of the needs of our
MEMD cuseomers and pannens. Foe cample, v
sigrved 8 Tramsparency Agroestnt with dhie FCC. as
joint commirment for ot collibanncn g.m;l
comnmunicarion betwven olir pvs organiannne We
huve alws bl a sambier of wscsssfil workshope
where the focus was on how the performance of the
DA conil] e enbusiced thivagh deeper
urderseandivg of our shared goals

W T abse coneinaed io work owaee dosdy with
the Defence Loglstic Clganisaion and hive tiken
liarwanl the giding princphes thas were agreed b
pear. DI Depuey Chied Executive-anal the Depury
Chief of Diefence Liogissics now asemd esch arthers
bvarel mseriryp, which ensire thar the DEC) ard the
A are wware of seraiogin s that rise across the

ucejisition communing

W have akio estublished regulis informal meetings
berween G0 COL and l.'|'lli‘1l'd¢'|:l!-l-l-i-='| I:I:u:|.i:|.|:|-n'r:,r
mteers arisiiog Ha woulkld benefic frm a joint

approach by the DPA and DLCY We are king
Farwand she conceps of DI 114 being Rinciboilly
dunl-avammaabie o COP and COL

Char [oint Wicking Initiavive expanded thie sdopt of
the peeaons DPADILOY Toml lnrsopershiloy
Initiative wmé has delivered good cady mlts. ssch a
the publication of commeon guidance for managing
ﬁ:un.n::.m'ah.in the T IJTE.fII:II.I.I:-H:I'ﬁ.

Furthier success in the safery nunagensnr, qqualiry
fimanil managemens amd pechnical enabling
wirsdlamreans an expetied during ne e, Cwr
pdtirmne: ol fn that all speciadin cubfing servics
whanald e enammrusn 1o dwe DPA anld DALY, dnles
there: ave goud nosoia o the conmang

Diespute cuer effiorts i this area, we filed ro meser hey
Farpet 4, which measire Cuscomer Saisfacrion. Char
Cuvtontoes wrnd Partnss gave us a ranng of 7 per
sunt against e tarpes of 74 per omt, Thiv i the flest
time, sbnie the servey wos imtrodooed, that the DT
lw st e npon shie previous year, so this was
Thie feedback rcerved from the Custamet atl
Tunner Sansfoon Sarvey wes anabysed and the
resmibilng acrion plan was announced ac dhe DPA
Climzoemer Dy held bn Diecenber, which over 100
cutcimer and partners apferded. Wk 5 m hand m
imprave uf poroimdnie,
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Bnnual Neport and Accaunla

People Management
& Development

II'I|IIIII 10 r|.-. L BT :..|l|- g TEEigemsrnt g

developinent i, oo the faee ol i bes dramzise

PO ] L Wl |

in I--I:'!'.'::I.I!:.' d '-I'II'.'I_ & '|!l|'-_'i I

ETJIEPMmEnr Inpe serviee, bur the ftorr behind vhe
EVENT 15 B0 ko e hab those tovpdved, ancd th

Is

o lews descrving of celchraion

Whese 20 wrw the formanon of the DIPAs

FHuman Resoaress Stratepy JO0304 was notabile i
I

inic achievemeant & new Al .||:-||_"_-__l.'l_l; arid the
camsalidarion nf service delivery te cusromers. | he
FURr B i exceEs al 750 sxaf] AP pOumtioC R
ar .I.| levels '.'|'-|||:_|| e '..| Visnicey and ;'I:,'
oiamged moves. We il recrived 4000 new siaff

rlerssuggh cxternal odvertiging conipaipns

Lnpasenr with the Cawernimengs 2 1ee Coiktiary

Skills Brrategy and driven by the ahjeoive of

sEabiving the BELOY and DA skalltsse B Rigure

FEArs. 4 [0t |'l|'.'|."'|!|;'.|r:.'||i' AEIFTEHATT ."'nul.lll,'.
Madern Technical Apprentceship Scheme has
been laonclied.  Séiting wich an buitial pibos of 10
AP PTENELCES thie schieme |l|-\,l1"|."\- Wk mionchs of
penenc techmical amd I||||i| CL IFsLfidog ;|:..,! 3 £1X
month-long work placemeny lead| ORIl & i

qualificarion and 4 job ar Ahbey Wiod,

TI:‘R"\-’. LMW POCTRIAES, ASTPEEDT 1w o alie CLi=TTIErUrILs

will b an orgomsacon thar givers g bengpn and

efteCIe '-'-'IIIL-I-|: Tl iR '\-'\-!u.'ll.' thie dlivessiny 4

nalivicluale iz [ -_i_.' [ ul s j:J!.Ill_'Ll_

Ihe TIPAS Diversity Agencla was onoz again
waesied under the Dhverziey Excellence Madel,
with awcore of 350, This sclinstoncnt s el
.II-I'.l!h.'.l.l\. Investes m e |r |'|'|'|r|_.| vl Wik
T |lr-'|'-1: il '.l.n-rL Linr 4/ ¢ Lh r'|;|| AETCRSTEDL . Im
II=|:| i Lase wark comd SNE Al spues
beywenn individuals i invaniably dis eusing for the

partics conocmcd, bm oo chie mack of @ matire

(gt thal such ismies can be bronghr o 1

aprtace W salgsm I 1 A BT CIYERIE L.

U he vourabs saw a tenewsl of the canmacr
deliver the MY s core reoutrement for ractical
noouisiismn fraining — which eie D000 50
amonneed to mare thas WO studeor dove

The new conrrace alin athers so ae- lor comanercial
cifploitation, under the Covernmem's “ Wil

Mla oo SLIRICIY, b :'l'--l'ulillaé approved tiining
CCILITRES Ty |l||'..|:|' s tior .l s, e |._|1| af ,-\.| il |
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fielenve Fiacurament Agebiy

Arpnual Beport and Accounts

Supplier Management
& Development

DIPA perbarmance depends sgnaficaniky on that of
our papplaers. Wi pewd i ke stepw significntly w
i;uptm: i kmﬂuh.'u.m] u'mlml:.uul'ln-;nfdu:
supplier base, We manage chis redutonship daoough
ergagement with major supplicrs srasmarsgc bevel,
arnd thiss will be co-ordimarsd acros the MOD
rhimgs the adoprin al & commson approach, lomen
i Koy Sinpplier vanapormeni (RSN,

W bave icfenaified 27 and 3 Key Sipplier
Rejiresenmmrives [K3M), froan within she (' wnd
DLCH, b it o the singie podnt of consct fur
corporate-level dimcusdorm hewesn MORD and 2 ey

wippler an matren of st mpottaie

v sarly 2004 s apprvained the firse thees By
Supplicr Engagement Managers (KSEMa) whise mile
iF e an-i:h:uml.glrﬁxm Forthe day-to-day aigiplic
managemens acrivicy, and v undenitand the morakity
of MOD busines with a ley smappher. They will sk
oy e thia MO aned inslosery andermand cach
aither's etk and objectives, us well as idenrifying
appormmitios fof imsperaing decivion-malting sl
perfiormance, joloth and fo mumial benetit. The
first KSEM ane inrerfacing with BAE Sysioms. Rolls
Rayee, Alvin pho amd Halliburwn KB We
wiiticipise the creation of mane KSEMs shrtdy,

B & e 4 atntid-along activity unild oy be
sucozmhil, e ﬂl!ﬂil-mﬂTE_I:lfﬂ' thifig, TR
imbormurtion oih the defence ndusmre and i daniois

sectar. To-auppart this work e alw wnderke seone
snulysis advive on company merpemn mnd aoquisitions,
and the Supplier Developmuns peogriemime

The Suppber Development programme will be
awrainental i develaping 2 bener undertanding of
our suppliers performance. From T Apnl 2004 the
Sugeplicr and Cwromer Performance Mesaisinens
Frocess camse i etfecr, his proces aoms
improve the relanonshay bevweep sppliers and the
MO by secking 1o mesure the performuince af
byaels thie saprplier and the MOTD project nam.

The piccess will apply wooall MO conmme s wonh
metote thar E5M (although for consulrancy mErvice
ibig Cermsheld witl be ET00K] mmally in che DFA and
[ILLY, wieh cabier T8 Gelbawing fucer in dhe year Tt
draves. upon hise private seotor practios e bath the
civil uridd defenve felds ane will mesere pethinmatice
i e of quality, cos, fie, pommynicsions and
mnursgernent in respecy of the wppler and gualice
arvd clariey ol tsod documentanion, commuuication
il anagemene inpept of the 11T

The ougpuy fosm the scherme will mppoart day-to-ty
Puasivess nervicke ax all Tevels within thie MO0 frpam
[T o semiiar ranagemen, and are simed
irmperving, eur lawwledpe of o supplier base, our
refativnships with our mpplics, snd seduching risk



Pelehce Srocuremeni Agency

b

Annual Repars and Accounts

Technology &
Safety Management

The elficrive and efficient munagement of rechiology
fiays an impormnr pele in enalbling us o deliver
eqipnent thar meess o midiary castomers™
perfotmuzue, o and sime requineeents. W mus
eiscrively dentify warees of spproprisse chnology;
idemeity wnal manag cochnalogy risk and erable
expuipmEnt supslers b have acoms o mane
EI'J!-EID!{IEFTD i:ll'lbﬂ-l.l'r in n:i]h:q.' nl:r.li.pm:m.

W ase encouraging greater planning of wchmology to
eruhle timoly prosect delvery: T suppan this we
have inmrrcluced Syseem Readines Levels as o
complemengary planning and risk mansgerment tool
tor Technalogy Readiness Lewds

i conjuncrion with the ECC we are conrinwing the
devedapment of o rechmsdagy mosd iEpping proces
I supposs ,'rrri.llﬂf-l.-lp l:v.‘l:.lhn.ﬂlﬂm' _Fimr:ing. e will e
seeking m imprivee che way we gin h:ipdm-dq:m.d
sesstain itscluyery’s technological capalvlivies, char relae
e ioer Biune nevcls, as well g the gansvon of
bechumliggy From the reeasch damain o e syl
domain. [n sddivion we will be influencing Bhgoing
BT rescaich tnmm technology insertion,

Wi e axsessing she skills IPTS need oo manape the
iochnivul sspoces of projects. This mighe rensly in
exusting tramang being enhancod and, where
Pressry, mow oonerses inerodised 10 mrsure che Gty
skatls siie i rlace,

The Acxjimstizan Envirmmmermal and Salety Office was
sucoesdl euablished in 2003, e improve safery
munagenweal i projece and o formally ool
enviranmiental arisgement rEquiremes ite
prtjems: [s primany miks snosis cecion bes bom m
irpersve oar interfacs with vur smbkebolders, bogh
within the MO, aihed povermment deparoments and
|ruIl.uIr}- and mdﬂ!:tclpﬂ'm ﬁuqui:itim Frrmonmsni
and Safery ﬁ.-ium.g:rmm S LASEMR),

The ASEMS project started & the summer of 2003,
Tt way ariginally miiared within the THPA, in response
i the revomenendanions of several sudits and ssadies
i the mansgeement of Envirnmens 8 Saliy i
projects acnos acgudsition. Since ten it has been
adopeed asa joine DPA and DL inidative and the

procedures developed will apply o all I within
thiome Organgsrinng,

Financial Management
Systems

Financiad Ouanagement information = by e
delivering our ourpurs snd meeting our tges,: The
dualicy and wschalbes of Anancis] fsemaition
depenids on having elficient and effecrive spsems and
[PETECCREES, (18 well as d.ppu:'rm:'l:l}' sl el Pmpl;

Dharing 2085 vee upgradnd our aoooanring sodrware
and we continue w work wwards our fance vision of
an anegrited project managemend syworm thas combines
finiancial and ocher projece planning aspecs m enahls all
propect informanca o be produced from o single sowne

Finnncal sysems, processes and procedhines have been
farther developod with improvemenes passaalady in

the drest af juint working wirh the (300, Tntermal
and exremal pevformance measures have been
improved wirh 4 msn ifemative st ol fnancil
petfomance messire being sacasshdly mialled in
20¥ES webvich will b the Iy of the Agenords Key
TFarget 5 from Lse Apal 2004,

A fiesh infidative bas been lienched with the Inention
nfr-rmgdlmmg Tinancal msinzgerment ar all lvels
within the DXFA. Wi will achivve this by ensunng
pevple bave the rghr dilis snd mining shamifiing
and develapiing hisincal talene and malcing Fnance 2
e projecs anggeten dampotn.



Gelence FigiuimmeEil

AODENCY

Annkal Feoporf and Retaumis

Executive Board Members

CHIEF OF DEFENLCE
PROCUREMENT AND
CHIEF EXECUTIVE

hir Prener Spewarr

Sar Perter wereml i b By Blivy
e LS sl e emtived in the
mnk ul Ve fibssiad in Janomry
A, M haa hisd u range- ot
speaslsiens indudang weven
tenst® (N gcquisiion.  He was
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e ooy o ik Mavy il
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wis J||p||||||.:|] Ll S il mnd
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kil il Gom which b
metired. He rejmined che TPA as
Chuel Tiorcuities aoe] Chanl ol
[Crefence Mooammasnt o

| ey J003
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EMNECUTIVE
v kel

Diavhl Gintdldl joined the Sy
o Eefemne in K973, Hi
sespomibilicses Fawe covared
WATEY, Modrar Mang ane
Chperanrms; anil Bl & Toawe
Equipmany snd Leguisi He
srryed an Lissdier Saaciuiy fie
1% b 4 Twrmcas anil Tt
Serpsianian i e Cabime CHfice
IEIEng m i Minsmry of
Diefence im 19945 He becams
ez oo Gienetal Fnanoe sed
My Mo fow Dhefenoe
Lewsirticn in laor | and was
,“'\..I'\q_..'\-:fd 1-.'rr|'\.'_.|:\.- Cliint Eerniiree
of thir TS in Sy JTHTT)

Trw Pepry 200, .'r"rrnlur clidrighei wa
thi Spemcy s e S

My (RTT (TTIH P g i
|r||rn.|'.u|||l|ll'|' laf the Cazanmal

U lusier o fuur S Gnags,

EXECUTIVE
DIRECTOR 1
Tar Faceer
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howse news kemers and budlesing Chiefl of Defence
Procurement’s (COPs) Business Improvesent
Sematars, cascnde managemient bricfiggs, trade
uno consulomon and ni-l;lﬁpg'ud uﬁnlﬂg
progearnmes are wsed oo achieve shis aim, The DPA
epstenatically lstena eo it staff and condios an
annavial st acreey; which contmibures 1o ous
programiGe ol cortnoous hnpri'wrmtﬂ: iendfer the
Business Excellence Madel.

Development and Training

Wi place grear intportance-on the development
and m-lningﬂf aur acaff. We invese 1i-!'ulﬁ.|:an||:|-

i identifving individuals” knowledge and
compesendes, and marching them m the nesdys of
the Agericy. Training and development plans are
used to idencify presen and furen: oeeds, design
and promote learning oppartunitics and align
inddividunl and weam objecives with Agency rges.

The DPA training organisation, Defence
Procuremens Management Tralning, provides a
ventre of excellence for the delivery of training in
ibefence procuement management skills for the
MOTY, The dumber of stiudent days training
provided i 200372004 was 20,232, 4 4.7%
ingrezse aver the tramming achieved in 200272003,

Health and Safety

The Agency bs commsteed to Full complisnce with
all legislagion in respect of aur saff and buildings
and equipment delivered 1o the Armed Forcei

Investors in People

The Agency achieved [P accroditation in Desermber
1959 and wes re-accredived in Movenber 2000,
Thivesmber 2001 and 2003, Our commimment
connue o mEer o el the 1P smodand isa key
compenent of onr drive lor continuous improvement,

The Agency will be re-asessed again in 24,

Payments to Suppliers

The: Agency aims o ensurs thar all invaices not
in dispure are paid within 30 days of in
accanbane with commacrial wrms i otherwise
agreend. For the fnancial yesr ended 31 March
2004 all correctly presented bills were paid within
11 caloidar diys,

Environmental Policy

The Agenicy s comamirted o compliance with bl
the lerrer and st of she Erimnmensal Praectinn
At ared the Fovirenment S {which uppd_p s gl
pemoanel, service aisd divilian) and with all otker
existing envimonmental kgslenon, Crosn or Diefonce
exempdons fma legiskation ane only imoked when

these are essential 1o operationsl effectivensss

Political & Charitable Donations

The DPA docs por make policical or chariable
ifmnarimms,

Auditors

The Financial Staremenis fur the Agency are
audired by che Comprreller and Auditor General.
The BAD nooonal audis fee of £190,000 i in
renprect ol Audic Services, the audinm received no
remupetation For nan-aadic services.

The Auditoes’ Certificite and Riport on the
Flnancial Statements ls set oun on pages 37 & 36,

Potess Sprne:

Pmer Spemcer
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Statement of Agency’s and
Chief Executive’s Responsibilities

Under Sscunn 7 of the Gavernment Resources and Accounts Acr 2000, the Treasury has dirocred the
Dielenis Procumemen Agency {DPA) to prepare o suermenit of acconnis foe the Grandal year in the Farm
and on the Basis set out in the Accoune Dircrina. The scoouns are prepaed cnc an accruals basis and
e give a true and fir view of the Agency’s sate of alfain o the your end, dnd of it fes operating cost,
recapnized gains and fosses and cash v for the financial Ear,

I preparing the sccounms the Agency Is required o

» abwerve the Accowns Direcrion issued by the Teoasury, bncluding the relovant sccounting and disclosure
requirement, and spply suitabbe accounting policies an & consistent bassi

s ke judpeents and exttmatos on o reasonable basis;

o sare whether the Reseuree Accounring manual and applicable sccoynting smndands have been followed:

o disdose and explain sy material degareires in the financial sanemense

« jopure the financil starernents on the ‘foing concem bushd’, unkesa it s inappropriace to proime tha

the Agency will continug in operaen.

The Permanent Under Seceetary of Soare {PLISY, ap the Manivery of Thfenoss Principal Accounting, (e
ey whiom the Agrrcy draws its fursd, has foemally tasked the Chiel Executive with repansibifives
analagos to thoie of an Acoounting Cficer for the Agency, The Chief Execunves rekevant respunsibilicies
in thu role. inchsding bis repemeibiliny for the propriety aid reguluniny of the poblic Anances for which he
Is armwersbde and for the keeping of proper recuril, ane ser aut in the Aceranting Offieer’s Memorandim
issued by the Tieasury and published i 'Government Accounmng'.
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Statement on Internal Control

1. Scope of responsibility

As TLB hodder und Chief Execuzive of rhe Defence Procunemens Agency, T have respoassbiliny frr
maintining & sound svstem of internal conl dhar supparts the achiseensent ol the Agency' parkicles, alms
and nbjecrives, whils safoguarding the public furds and degarermeneal asers for which T'am perionally
responsibie. m accondance with: the reponcdbilities asigned 1 me in Government Accounting

| mautinely discuss key tleks oai magor projecs with Minsier {Defence Procuremens) (Min (D) as
Chairman of the DPA Minksterizl Advisary Board (MAB] [ sgularly review formally, thaoagh the MAT,
the performance of the Agency & a whele, including risks ro the achievement of DPA Koy Targers: [ also
report guearterly mthe Defonee: Manugemen: Board on the pérformance of projects and sgains angems ser
fur the BP'A High Level RBudger through the annmal Servive Dilivery Agreement (S13A) thar | ngree witly
Permanent Under Secrerary (PUS) and Chief of Defence. Seaff (CD5). Thrgees set for che TIPA in the SDA
are consistent with thie Apenors Key Taipvia

2. The purpose of the system of internal cantrol

The syseem of lnternsl concrol ix deapned o identify and o manage risk 10 & peasonable loved rasker dian
eos climinare sl risk of Failure w achisre palicies, aima and objectives: it @ dherefoe anly provide
rezsomable und ot abwolioe assursnce of efeciivences, Thi: system of intenal coneral & hased on an
wngning process deshgned w identify and priositise the risks 1o the achievement of the Agener's policies.
airmy and ohjectives, oo evaluate doe lhelibood of those rigks being realised and che impact shoehd they be
realised, and w manage them efficientty, effecrively and economically. The wetem of intermal control has
been in place in the Agency L the viar ended 31 March 2004 and ug to the date of approval of the
annual pepare and scoounts, and acconds with Trewry, goidance,
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3, Capacity to handle risk

Ky corpamte risks are reporeed 1o the Exsoutive Beard shrough the Andit Comittes on o quarnerly hasis,
The list of key corporase risk updated to reflecr !:Iungﬂ 1o eanring, ricks and the sdeneificatsan of new
risks o the Agency. Eacls risk s analysed] using ehe defimisons within o Agency’s Corporata Risk
Wanzgement Plan, Risks sre priorivised duuug}n devermininy the likelihoud of she sk opmming
{prsbabilinyd and the severlry of the conzequence (mpact) wang the published definitons. The defininum
of lempuct iy bewad o elther the porential to canse @ Defornee Babunced Scorccard objective or Agency ey
Target #o fil, of oo fail 10 deliver capability within the approved Performnrce, Time ana Coer paramerers,
Metigathon scrisns are plinned, managed and monisnned fecach key sorparate rsk,

Thie Ageniy'’s risk appetite consists of vam elemenm — the cxegaries and degrees af rigk which the Executive
Bsazd mpands as accepuible for the Agency to bear (Corporane Risk), amil, a5 imporandy, ther which i
accepeable w our cusomers amd the approval aubordiies based on the Agency’s assessment of sk ona
peoject by praject basis {'rjecr Rik),

The ampiaet of corpoete tisk t which ehe Exeoutive Board i prepared m be exposed. betore they judye
actini o be nevessary is embedded within the-definitions used when sssesing the impazr of rsks
idenrificd. Any risk thar has the porentinl maswedally to affect on Agency Corparats Business Plan objectve
% judped m warrn positive soon b the Excoutive Boarnd, This may, for sxample, inclode o decision o
esrablish 3 Development Inriative v mitigae the tish. Dreclopmens Inisarives are recorded in 2 sex of
Dlivery Mans which are endoeet by the Beard, The mosr impareant DPevelopminy Isitiasrves arg ks
refleceed in the Ngeney's Cospatate, Business Plam,

The tmsane of projec fidk o which the Executive Boiand is prepansd o be-expowl, bebore they judge action in
be necesary, b specifie 1o cach individual pooject. The amemns of gk expanane 10 any one prjece i
derermined and wsed v inform the Performance, Time and Throogh L Cost perametens withicn Tnigal sid
Main Gare Pusiness Caam, All peojec vk are maraged ncconding o the Bkelifivod of ooarence and wveriny
ol s coenseeuence. Shenshl any risk, or combanaion of risks, theeaten the delivery of the paojec within the
approved Perfirmance, Time and Cost pammetvns re-approval s soughs froin the approval authorities.

There are s number of limited: reward and secognition sysoern in' place within the Agency that can be ased
to rewand e and/or individualy who zre able oo sdennty and deliver opposumnres, The Agency s nor
arvd st noe be risk averse. losks and opportnities are identified, analviel. planned and thes managed.
In sddition o rewarding suscvsses, safl anc mncsuraged 1w ghare prgsrive as well a5 pasitive sesalss and
experienees in arder w0 s from them and re b spresd best pracrice.

The roles and respanibilities af those tmvalbved (0 the management of corpiorate tisks sre demiled wirhin
Agency policy and puidance documeniatn. These docunsente g neviewsd on an wanun| basis.

The Funcrions Comperenee Framework sspports the deadopmant of sedl i o nuoiber of s induding risk
imanagurrent. This lamewsork prosidesa link s the iraming aned development direcoory whach grves 2n indicamon
af develapment spparmnicics, skng with deesls relating m o number of paining cousses sailable o all salf
ooneTing risk mlnﬂgcmtm_-ﬂ.iﬂ: DA mgETRen p.:hhnn: i dimrribured Agpney wide. mnd revewed mg.lhrh'.
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4. The risk and control framework

Wiz aim 10 captune corporate risks from across the depth and breadth of the Agency und in sralobolder
cormmunicy. We use o range of mechanisms ta do chis, includsing: Corparste Risk Workshaps, Claster
Cipoup Midtings, Prjec: Assessment and Heviews, Business Tmgrovement Seminars, Audic Cammtirees and
the progzasisme of sudi. All passible sources of risk are considered on bach the supply {eg: industry) side
anid demand (e customen requirement) side.

Risk. analysis involves. agreeing ownership, quantfying. snd eablishing the prarisy of each risk, The mau
appropriate Executive Dircetor will own the rl&nndwmwlug:mmlh-mphn and manage sach

risk. Quantification and prisetisition are achieved from the praduct of the Flelihood of the rigk accurring
[prodabiling and e severiny n.FH::r_mm.-quum E'nﬁnj.-ﬂurmhhﬂlq-:ﬂmpud:ﬁqlnnq:n
defined in the DPA Corpirate Risk Monapernene [Mlan,

The risk controlier will develop a plan For each risk thar sers aur how the risk will be managed and
mitigaresd {rreared, perminated snd oleraped). Hevshe is responsible for cach action and how progress will
be measured. The plan will also chearly asstgn, o MO andior supplies, whersie pracicable, ugreed
material snd fnancial conssquences of cach sk (liabilivies andfor rewards) shauld s fek isorerinlise.
Assipnmens does nos sffect vk ownersklp, which cannot be ransfeored, Cleardy effocts of riske
muierializing on performance and timescales alwiys semain with MOD. Rk conerollens manage the sk
planx reparzing progress s necessary w the nespoctive sk owner In dhe cise of project risks, the demand
aind supply e are broughs inm an engning balance In relation 1o perfurmance, whale life cises snd
rimicliness at levels of rish whichh are sccepeable to our seakelvslders, Farmal seporting of the corparate risks,
'ﬂrﬂ'ﬂlﬁhﬂlﬂiﬂﬂ! hﬂfﬂmihﬂ-ﬂldlﬂdﬂwph'h[ﬁnmtﬂ pm_lﬂlu,u.ﬂdl:rrmr h.-r:.mq.rl.nnzlm.l:
are miade oo the Avdit Committer drd Exvcaewve Board quarrerdy.
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Risk Mlanagement o embedded e .‘u.|.5|:luq.- I!l!uul._lh ihe debegartion il It'iplﬂﬂlihilil'}' i key risk
siabeholder. These kry ik sakcholden in corporare nsk mansgement have the fallowimg reponsiblines:

i

L1 Execumve Boank Diefine the framework wichin which risk, both eonparane and projecs, will be
manzgd in the DPA; individsially swin sk, agee the privriny of risk and the content of risk pluns witls
carporae sk contwlles and noniter rogres; enswe rhar the marerial consequences thit will be bome
by sizkebalders shoubd the risk eocur are clesrly assigned) formally sses thar thene bsan on-going bulasce
PRIkl gunﬂ:,.' gl ilewsnc] for each Pl'ﬂlbd and thar all assocrared Ak are idenihed and :'rnrm.p;'.'d

DPA Audit Commities: Advise the Executive Boanl on the effectiveness of the mecharnisma fir
idenitifiing and mamaging rivks ensure tha the audiv programme is risk based; provide confirmaion
that project and corporate risks have been sffectively curponssd w2 masagement.

DA Secretatiat: Act as corpitate risk coeondinanir and cullare infarmation an idensified rsks enuae
tho corpirate risgk mansgemenr process B iollowed; repore progress agaime the gk rggseer oo the Audit
Comimires and Fxscurive Board,

Openanonal and Funerional Direcors kenrify project and eorporae risks through Clusser Groop and
Suppors Pillar meenings:

':uipﬁmﬂ.rﬁ Canomilers Wik wirh the Execusmve Director qwmer EJ."FEEI.I:!J.J.!TI:IIIEML the rukphm.

[PT and 5G Leadens Ensure thay there is effective snd on-going bulance berween supply amd demand
wid tn mssocinind sk o pesformance, while (ife cosrs and dmelines are idenrified and managed oo
hehalf of the Execurive Hoard ar levels acceprable w0 sakehalders

LR
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5 Review of affectiveness

As Accounting Cificer, | have respomibility e reviewing the efecriveness of the svstem of internal
conrrod, My review of the effectivenes of the yystem of imemnal contral is infarmed by the wodk of the
internal unditars wnd the svaurive managers withar the Agency wha have reponsibilio for the
d.r,'w,:ln]rmult and mAInLenEnGe ol ihe intermal ceigral remeworle and commenes magde kv the exrermal
auditors in their management kerer und other reports. 1 have been advised nn the implications of the
resiale of my review of the effecriveness of the guem of iniernal concl by the Board, the Andic
Commustes and 2 plan w address weaknesses and ensure contimsus inrprovement of the system v in place.

In Cixober 2003 2n inrernal assessment of the srandard of Risk Managemens within the Agency was
vl uceed wding the Treanry's Risk Mamagemenr Assérament Framewark. This assessment was used o
help ollect and assess mradence of ridk mitagement within the Agenoy, The shienmaent fndings suppors
the Sutement of Internal Conerol. In December 2003, an andin wis condiscrsd by the DIA te provide
an assiirance that the Agencyy processes and symemy envare char the Apency has g robust Risk Regiecr
in suppors of Corparate Governante requsremenn. Thiy sudits findings, aloag with an independent ik
commliant’s eenmesament of the matury of the Agenty's approsch o business ritk managemens, supporsi
the Sratement of Intermal Conrral. This sodie fsind ae [FECE LD ]H'j_unﬂ:uu:." rabuar, FEHE\.'I;LI'E the
current adwice m-:lgni:lmm az conralned within the l:urpndll: Lyowernance and H.i.n.k-h-hni.g:ru.:m: Jodnmr
Service M'unlication. Severl recommendations for inyarovenenst were identified, all of which bave been
accepred. Through mamgement action 1o ingarparate the audis roommendations in the current ridk
manageiment system the selationship berween the managemenr OF project and corporate riiks will be
misch improved. In addition o accepring the suddics recommendzrions and wking tse appropriae
actbonis, Lhe DPA is carrying oat furiber work m embed nde managemenr-asa comenmone aof projes
msnagernent, ratber than righ Imanagoment !l'll:lu\"liﬂﬂ'ﬂl us a complementary ver separare scriviey, The
independens risk reasscssment reiforced this conclasen and recommended o number of Improvemenis
m the system of corpiraie rik maragement snd nowd that the overall rsk mansgement capahiling of
the DPA in ar 3 moderare bevel bur s improving. Appropriate steps have been walien to improve matiers
further, The praducrion of the DPA’ SIC was subject w aiv audit carned out by DIA, the audit repars
'Fmi.d.u 2 subsrantial szermnce,
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T Tisie winh Dieparrmsentad gaidance I harve expalilishsed hie folbowang, processes:

al

Is)

el

dl

R

laj

A Fieerrrive Hoand which meets monshly (0 manage the performance, plamand sermepic direcion of the
Agency, comprises the senior seenbers of the Agency and ha ane exberil por-syesicive member, wh w
sy the Chatrman of the DPA Audie Commiteoe. A secomd voa-eecutive member ia being recruited.

Matihly bnepmred perfnrmance and quaredy sk reparts o the Exevurive Boand, These reposis link
rusk, anel the seps aken 1o manage rivk; 1 the achicsrnent of the Agemcy’s obpocsives wo enable the
Exccurive Bourd's decasion making proces,

A programme of Acdliamed workshops (o idearify risks w achicving the Ageniy's atragic objectives
thar draw on all management levels of the busines.

A process for Agency rsk mansgement thar regularly readennfies the lisy riske: categariies rides;
prinrizises these in terms of probabilicy amd bmpecy appoinis ek ownens at Esecirive Board level and
tlsk vomtrolless ar an appmprinee bevel) assigns rnk formally in projes. conmescial and sperations]
wrps; und takes appropriace action o mitkgate rieks.

Tn particular, oor recent Seockeake Review included 8 major emnphasis on mmproved corporais
prwvernance aiul rish managiien. Opesiions Direcrom will formafly rotew the deks m perfarmance,
whale | conts =td s bt an o regular basis and a1 each ey project seagi: This will nou oaly help o
ensure an ongong sunfayory balsnee bevween mpply and demand tor cich project. bist alsn, wizh the
ivelvement of the Funabonal Diecrons for Technobyg, Fnanee and Commercial & Supplier
Fekationn, will identity sabscarmial risks which, mdiidially or in aggregate scross projects, conld
threaten the schisvemens uf overall Ageacy objectives

A nominared Agency Rink Co-ordinaror who mainains o regiseer of Agency risks and an averview: of
the romml muk o che Agency.

A comumson appsterch o vk satkgement i Agenicy and BEH level and 2 method of rephrting. themgh
the project neview proocss.

Dieveluping the relarinnship with our cosmomers 4 Imsportant o impoved sk managemene. We have
hegun discussioms wich the BECC DEPAY principle cuswmes, and wirth dae XU on the development of
A sremmon approach T eorporate mk mdnagemens,

A programme of sk awarenes taining and developoen svailable 1o all aaff,
Bubnews ContEnuity [BC) In DPA has coarinued o malee aignificant peogsea BC Srarcpy ansf ey
v Iscer pevisedt and plans m srengshen oegrance ane being impleenended, As o longer e aim,

fully Aedged M Managemen: programme i being devehaped, wich preliminary wiirk miow atderway.
Although a number of thress have maenalised a1 Abbey Wood. the consequence of the mesden
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have bien nntnised by improved precaurions and the strong management, command ard contmol
procedurss suow in place. Such measures-are under constant seview and improvements are mude
whensver npparcunitis present. A& mmber of incidents, one-spnificant, have been IT relanal. These
lerve served w0 mise awarciias of the new Corparare Risk asociated wath the furure provision amd
sigpare o [T and ARE o DPA by DCSA and 3nd parries. We are locking o strengrhen the service
praviano arrangements i improve the robasmess of oar IS0T oyeems,

Repirts from che Audiv Comminise to dhe Evecutive Board concerning intermal consmal.

Ientification, with the nsince of the DPA Audiz Cormmies darhiely i aegeded by represenmacives
of the NACH and the DA}, of the virioes sounes of ssumnce thar anderpin the syseem of inrermal
ernanl sinl targeiing of asamnce, This year sudit activiy has been focused on the Agency's by ruhs
Further improvements have been made 10 the pracess for developing ehe audic programme, Wiys in
which this process can be stengthened fursher are under developrment.

i) Beguisr repors by Defeoce Ternal Audic and bvaor Ineeenad Asssisance Functon, o standards

)

defined in the Leovernmens havesisal Audits Manual. which provide independent opinion on the sysrem
uf internal contml and recommenctations for improvemen.

Asignificent amount of progress g been made in preparation for the implemenarion of FOH on e
Juiturary 2005, A seres of FOI focal paines e boen put in place acroes the Agency, und o Publication
Schenie, Subject Iindes and Local Ares Informatlan Tndexs have been escablished ma misigare the riaks
that FOT prvsenis, Shadew ranning o west the abiliny of 2 sumple of DPA peams to mea the sequiremenss
began i April 2004 s continue. Resules o dase are encoursging and bessoms learnt ars being apgbed,

o

P'sizr Spener
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felrenie Pracudimmenl Ageicy
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The Certificate and Report of the
Comptroller and Auditor General to
the House of Commons

[ eerrify thar | have aidiced che finances! saremenms v pages 39 1o 72 under the Governmenr Resources
ani] Acvisyins Ao 2000 Thise Ananclal statements have boen prepacsd gnder the histagiol cos comvention
i mnditied by the revabuation of cerrm fiaed dssets and the wceeanting pelicies:ser oul on pagges 45 4.

Respective responsibilities of the Agency, the Chief Executive and Auditor

s disseribed an page 39 the Agency and Chiel Execusive are respansibile for the preparason of dhie fiuacial
siatemenm i accordancs with rhe Govermment Hesourress and Accounis Aot 2000 s Troasisry shirsetiain
mads thermunder und for en:urin; the r:Fulnril:'_.l ot firancal ramssnon, The .'g:-.q* aisd Chised Exeourive
ane alun reyponsshe e the prepararian of the other contenss-of the Annual Beparr, My Iltt-p,l.'lnﬂ'bullilﬁ. a%
independent sudins, ane esmblished by simuee and | bave regand we the sandards and guidance wsued by rhe
Auudirivg Mracrices Boand and the ethical guidance applicable to the auditing peafession,

1 mepar my opinian o whether the Financial staterments jooe o trie anad Bir view: amd are properly
prepared in accnrdance: with the Giovernment Resvuroes sod Aceownts Act 20080 ad Toaisary diveccinng
madle thereunder. and whedher in all material sopects the expenditive st come kave boen applisd o che
purposes intended by Partiament znd the financial rransactions conform w the suthoritees which govemn
them. | also repore iF o my opision, the Faaewoed B g consistens with s Bnancial statements, iF the
Agency las niot kept proper sscounting records, o iF 1 have nor received all rhe information and
cxplanation [ rogqaise for my awdir,

| read the other infrermation contamed in the Annual Repore and consider whether it & consiszenn withi the
asudbied Bisaicial sademienins. | consider the implicsmians for my cemifioue if | become aware of any
appaient miseatemehis o matceial iconsistencics with che financial starements,

I eview whather the starerment on page 30 o 36 reBects the Agency’s compliance wirh Treasurys guidance
an the Stacemene on Intceesl Contrel. 1 repoit if it dos nor mess the regqulrements specified by Treasury,
o Ut seabement i miskidkng o inconsiseent with other informecon 1 am aware of from my-dudic of the
financial sssteasents. 1am nor required m conader, nor have T oonsidered whether the Accowning Officer’s
Sratement oy Inreenal Conmrl covers all daks and connmls. | usn also o seguired s form an srlon on
the :'.I"'li-n'i'.rrnu.l nfrhr H.E:'m.:}"a COMP¥ITILE IWErmance Fm-n:ﬂurﬂ ar i riek znd aanical P.l'-tn:l.'llﬂﬂ'l.
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Basis of audit opinion

I conducred my audit in-accordance with United Kingdom Audiring Standands isnsed by the Aadising
Pracrices Bosrd, An sadis fnchudes exundnation, on a ness basis, of evidence relevent o the amount,
discloswrss and reguiaricy of financial trenssctions mcluded in the fnancisl smcementy. Ir also icludes an
assament of the sgnificanr sstimares and judgements made by the Agency and Chief Executive in the
preparation of the fimancial satements. and of whether the sccowining policles wre appropriaee w the
Agency's clicumstances, consisrently applied and adequately disclosed.,

[ phmne and performed my auidit so as w0 obesin all the infarmation and explamrions which | considienad
nemsary in arder oo prrvide me with mﬂ'Hmwlid-:ummﬂw rasonable amerance thar the Arancil
statzments are free fram maserisl enisratement, whether cased by ermr, or by fraud ar ocher imegularioy and
chuat, ity all sraeerial repeces, the expendinare and income have been applicd o the purmioses meended by
Partistrient aned the financial sransactiors canfiem o the audionite which govern them. In forming; oy apindon
1 inave s evabuired ehe overall adeguacy of the presensarian of infarmarson b the Aol sasemens.

Opinion
In tay stidone

* the financial saremenrs give 8 e and fale view of the stae of offuin of the Defmee Procuremens
Ageecy ai 31 March 204 and F the ner aperaring cosr, toal recogtised gt nd losses and cah flows
fiar the yeur then ended and have been propesty prepared in accordance with the Government Resources
and Accounts Act 2000 anel directinns made thereunder by Treuny; amd

» i all marecial respects e expendinuee and income have been applied to the purposss inrended by
Parliament and vhe fineneial transctions confarm o the authortes which gusem dhem,

déz«ﬂm

Jakety P
Canieeller ame Awaliiar {neral
0 July 2004

| have nn abeermtions tn males on these financlal smeemenis,

Warinns] Amdiy Oice
B Hlu.‘hll'l.ﬂurr: Palazs Roml

"l"l.li.h“
Eoeedton 5900 051
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Operating cost statement

for e year enaled 14 Mdarob 2N
ake HnA 24 200303
A0 LMy
Uhperating costs
Stalf cuso L] TEG 11T 1E7. 254
Onler -I:IPH'IH-IIH colis i 4,150 050 BB, HEF
Ohpraging b fi BT b |
Finaiee ledse chargss et -
-l,-_;tmg: |_|Frp||ll'|||:.||lll ‘{."ﬁl,ﬂl}-‘ 4.['.".]-.&4‘
Chperating imsome T A2 1981 1R, 11550
Pywt mperating snst lsfem deteresi A48T 4, 115,704
finteress p'l.}'ul'-': 152
Ciont ol capial duarge B4 P 1) 102 TN
et wpsrrating wost afber intcheas 4872381 5137445

Tt sinbes oo pistes L5 w0 72 ety poter aff s i Ntarenments

Statement of recognised gains and losses
for by evaléed 31 March 2004

32004 02 FEA

NI (IR

Mrt gain{loe an moalusmon of el aesces aned secks (EF1 0MI (143601
i [p:n_l.'lr:m il dmatel] gearte 11

Recopnised (gainsi/bosses during the vear G5 a95%1) (LATAEL)

The rosales showis shove ane b reapec ol dins b solvinis.

Tl msnirr A g A5 m T2 favad g cg"n'ri-:.' Fimanriad SWaremeri
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Annual Report and Accoumnits

S the year piotad 31 Marck 2004

CF. 1 Reconciliation of net operating cost before interest to net cash outflow
from operating activities before interest

Mt 200 T el b T
L) EIRIN
Mt pperating cost before inrersa A NED TO 4,005,700
Manocash rransactiong
- Depeeciaion snd sosemianina charpes S &1l (15211000 (1 1444
Tenpairmesir bn walise af Tod asscr &l i11.954) 2FLTLE)
< Baeck provdang {5, iy [EE A
= Aaudimr Ferouncrarion fx | 30% L
= Chienges from other pams of MO i il L4} 43,027}
- Communicared conz 127306 12,712
- Serpbuni (ddeficin) on dispesal of fined ety and
TSI ] = 3l
- Chanpes in proviclons far labdlides and charges 18 (102,277 (183,430
» Uewisding of Prwislon Discournt 12,244 6] 104,531
« Abarrive Capsinal Peojoct Expendirure {268,305 [480,32%)
Wiite afland Wite on-of wen 47,128 &117
Adjustimmis [or movemerns in 'lm-fldn;:l]ﬂlﬂ
other than cazh afrer adjustmene or camauinicated costs
- Imcrease!{idecreass) in sockalwarks i progrei b e (16T 4361
: lul:r!'nﬁ’li:hcug,\»:] i ilelsners 65,271 (53.267)
= {Increaseideciesss i crmiliors {&.1 L8] 101,321
Chargedd spaist provisions for Habilivies snd changes 72483 264,028
Mervenient in Inter management groap halasices a3H. 7w 1IETMA
Nex cash {TaHow)fauflaw from opersting activieies befors interes 5,126,260 5,110,463

T muser win pager 5 i 72l poers afl e Fruamoial Stavemenr
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CF.2 Analysis of net capital expenditure and financial investment

v e o priadedd A larrds 2O
Sl 00204 Rl 2002/2003
&EH EODO [IEA[H
Acquisition of fived msers
Parichase il Froed sacts
Immengibles 1 AGE2GTS T T WA087
AL 1GE ALY '.'..'Ifrl'."lil,I_l i
» Ui Fiaed Asivo 1,502 o
Tatal puinchase ol Maed asets 4270508 AA3FATY
Menet Thabuslems s Oiher Aress ol the 3400
- Intanpihles ) 190,443 R
A in {2,550, 4] R pefra
Utther. Fived Assets I 20557 b 50
- Hevalnation Resre 19 453 TS, BB
1308 AET) (A 19
Uither Tranuirmions
« Pracecids from desposal of foced awen & = (TRSET)
Toaul celwer rensfers 13 AO0RAZ3) | 3604, I
Pdit caly ol [[nllow) frean capinal expendiare and fnancial incvesement AT L1060 THLT

e ainte o e 45 1 P2 fovm part of vt Finamelal Shnemenn
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CF3 Determination of net cash requirement

for e year endded 41 March 2004

Mo 0052004 2002/2003

LTl FAHH)

Wi oxpenditure sppropriated in year ) F00 29 (3,842 RE3]
ﬂncmg]ﬂku:qh: caxh 5 fn | SR LR

Met cash requirement {5,155 {3:823,9%1)

Malance at | April (2416 (7,994)

Mireemens in yesr T o | A53R, 790 ATET.ME
Balance st 31 March 3,536,783 3740024

MNote: the movement berween openings habmoe ol (2016) and closing balance jirior yesr of 3.749,024 & due

the dear-ilown of the meer-mansgereis avominis 31 the verr end.

Tl rader s pagrs o5 a0 72 forms part of ehese Fimancial Neavesueru,
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Notes to the Agency Accounts

J'Frl".l.llqr.hhl" pavd T Wlavok 2T

1.1

1.3

1.4

1.5

1.6

Statement of accounting policies

Introduction

Tlsese Firtancial Somdenes buve been preparcd i acoordatice with (e Betore Accouming Policy Manisais jssucd
Loy HM - Tomsssnry and che Minssory of Dicfence, and the Treaviy Acaunt Dlvetion

The princlpal sconanring poticies adopred by the Aweicy ure susnmarised b, The policies seour the
frammsewark withior which the Ageney conduces Tl inansgemen snd have been applied consisentiy-in dealisg
wirh it=me consldered marerial to the Frhaeoal Spespsaia

Accounting Convention

Thie Frrorrcial Statemens i prepased unider chie hiscorical oom covention, mnadilied s mchide che revaliatng of
intangille and raegdhle el ssewanild socks, The indioes are prosducesd lry DS el are commen aoeos che MO,

Met Operating Costs

[Coeas are changed oo the Dperstiig okl Seaiemen in the pericd in wiich they ore mearred and mutched ro-any
refated mevaiverioy,

Value Added Tax

The Apency s nor sepamuedy izpnerndd fur Yalue Added Tax (VATY wod VAT collecind s sccoumed bar cencralty by
ehe Mindsery of Defence, Amounts induded in the Opersting Cast Sksremons ans Balance Shees are exchuive of
WAT where it is recovernble from Comoms and B i mspeer af certin contracied ousservices as direcred by
thee Treasury. From Tse Agueil 20HEY COSVAT woap mocsmimtaldde an MUY cenre, mrher than chraugh [
CHOSNVAT deboar o 31e March 2003 was £35, 033,000,

intangible Assets

liieaitgslile fxed assess are srared araccual conerce cost, avadjuveed for mdesanen, The vl nclizasion vl i
£576M, Capirbised Development cosm are mansterred o ather pary of MO ar the sanse vime ws delivery af the
firsr irem af equipment. Developmens coses are capualued whene they conirilni towards defining dis
apeciticannn of an e ovpe; o o of dhip e sreafi, Amorfsiion comimences when lh:aiﬂTrpt'ﬁrI EILErs
service wichin the Departmient. 167 i decided 1o withibrow a whiols s ovpe ey then any snameried
development oas ase wogoen off o ihe Operating Cost Saetement, ar the tine af the decision, along with the
undertying wset. e sid applisd recasch coirs ase charged w ihe Operaing Cos Staemene &n the pericd in
whach ehay oo s,

Tangible Fixed Asseis

Tengible fxed aueets are stoted s dheir valie i the Agerey. With asecs valies arad estimsted zoonomic lives heing
reviewed anmualky

Land and buildings are revalucd by indosanom in ke penods berwoen Fve yeardy poalesens] valuatons, sarh
wthes asiets being subjocs to indexaman, Indexatsan B produced usiveg poescribed MOD Gulices

Fipglsing Eauiipiment, plami, mechinery and vebicles znd TT and eommumicasion equipmenst aro cipitalivad whor
the waluse i gorarer-than £17,000,
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1.7

1.8

4

The principal asser categories and their evtmaated neeful evonomic ves are as follows:

CariGony YEARL
Aot S Lared Lral=iniii. v nbwmiaky shoprrertrad
Balldingy, promonein L]
Euikdings, empmrary .30
— Lemcbukl Sy ol e peted Ui il e prrasd
Fighung, Fepripmem . Effeczrv oprrmional lifs
s Siesen o sctiristnhdbernesion . pel Yk fr M5
Tanl Machaery snd Vbl Plany ardd wmaghiiesy L1y
Speealied Yeliicies Elffncive sprrmsianad lik
lirchisdey nion-lighsiag
wranrle anad gircraita
‘pmduier plar Lfkasing opr=mmd Lz
i machinery
C_”-:md:-d ﬂ1h£- -4
T and Crenmanicsthin e — 4.
Frpaipmsem Aaizlis ]
s Chenf i Ruslafning, v nowrmnatbe
Cayrital Spazme Capsral apares {ssiabient s [T W Sp—— ) o,
trorea il mpairahds mamwiisl jratdedd Limin, Lommimei windy
rersitind dar the g ul the eifevtie oeratiostal lifs uf
reptaring pars iof an sy the priter i mppormld
|-H-lqr % |--- :r—'rll
hlh‘ Imh
w=h o

Upon completion fasrs Lnder Commrucson ane wransferred moather pies of ihie MEET for inchssian in cheir Balimo Shoo.

bPepreciation

Diepreclation i saleulaeed so 2 1o write off the cost. e waluasian, of

fien] auss, Besh wlusir entimuved

tesiclual values. o6 & vieasght Bine basss aver their esimated useful soonomic Gves,

Denated Assers
Phosnareed esngfble Sued nssens are capaalised,

within the principal asser carepoey 1o which they selaie, at their

walasion am eeceipt this vabue i codiend a0 the Donated Asser Reserre. Subseguent sevaluarion and associsied

depreciation aee sloh raken o this reseive,
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Dgltence Brasdremen] Agenty
Annusl Meperl pnd Acdoumys

Disposal aof Tangible Fined Assets

Ay declared for disposil and intended o be sold in bull and where secesary asblerr 1o eefurbishmene prios m
sade dm eraniafioered] i stock st the pee recowerahle smouns. The remaining ussers are eliminaeed fmen tangible fized
arpsin oenly ois digponial v s thisd parry and any surplus or defice i shawn in Eher Operaring Costs.

Operating Leases

Expenditure under cperating leases bschanged 10 the Olpersing Coi Sacomens b be period io which i s incared.
Chperuning Lesses are cesailed m Mo 22

Private Finance Initiative Transactions

Where the sulwesnee of the rramsecoion i such char che rivks and rewands of pwnership remain with e Agenci the
aivers amdl Tighdiies painian :li:ﬁ.gen.:r'-.: Balance Sheer "Where che ks and rewants o ol ocdie
Teepvare Sevvue this marsaction i woounied forin the IJFu'lrJug'l"_'.ull.'En.l.mui. gl srrvice clinhges i
accardance with FRAS and HM Tresury Guidance.

Investments

Lnvermenin Feprescis Buplalimps ghyan ke [hefens Prinunemes Appncy inienids 1o meiin fni e fareseeshle fumars.
Fovend st Invsatimieniy are stined a1 nmelo valus where svaibible, udveraiee theyare smeed ar cour.

Stocks

Seocks are smved st enbier carmmc replacemen aot o nen pealivable vabue, Cacrent repirocment oo npplies oe
aracks expecred s be d o sohd jm che orlinany coune of buesnes, amd epresenes the cuntmlurive sevaliation of
stock ising labest cont of saquisition or indexation, Net nealisahle vatue applies s siod thar dre oo expeceed m be
s o wald im che ondmary comme of e, aml hove beenadennified Tor desposal. Whee approprisne, provision
i mmande for nlmalene, srpdus aid defeciive drock. Provisions arz afio made o reduce she valie of cormin siock irems
werr their evtimasied uselul economic life, Cossens oo comprises purchase price andfar cost of conversian. and
includes expenss incikdenial moacquisitan, inclusling irrccrverable VAT, Mot neadisehle value i the simand
sl sake vnlue kevs the incidental cosrs chargeable 1o the sale

Diuring the caorss of 200304 the scooummeng reasmend welsiml o ock diglerion associsimld with Special Mucke
Mnterial way reviewed mid n moneapproprise tocmen sboped, This b oguted die eclasiGoals of dhe silae
ool i ek conrapenerts froni the Flend Aser corgairien (odduding AL within the Ralence Sheer m the Seock
Acoriaig There B oo et effeee on the Prioe Year l.'.'rrn-.-l:lr‘ sl starement 5 i resuln of this reclssdicanon, Trim
weste hdencr sheet cmparmpoe have been resmed wooeetlecn this change in sceounting podicy

Providgians for Liabilities and Charges

Pravisions for Liabdisies and chanjes have been exmblished oo recognise o realistic and prodent estimare of the
expondinare requred bo serde future kegal o comssmaone ohlggmoons thas exive g the Halanee Shoe docg where the
amonmt amblar r.i.|11n1.g I wneermm,  Provisions are I.{1I.:I'El:li i b Gq!ltl:.ii:ﬂg Clont Stagemsenl nben ﬂ'n'}r b beet
m.piu"lnd. ax pan af the |mdn'lyir§ h{lhl;r whem ithe m-pruﬂmlnr pm'ndn sccoi foourrent ansd fusarr casomic

enchin Ln such cabes the capiraliced proviuion will be depreciated ai o charge to the Openitlng Cost Seazenssat

vt the semaining eimated uiefud sconamic life of the underlying soee, Where appropnae, provisions haee
been disceunted =0 o current price base unnﬁHH Trum]r':d'.ucnl.lm raze. The discouns for esch materal dlass of
providon will be unwound over the remaining Hbe of the awer chiss as an interes: charge b the Oiperising Can
Siavroneni. Presisioie T rn::rlul.lllirg |=|1|J ru-'|l:|rldn|||.':r hawe been igads 1'lrI|:r wihere ihe -"-ETI-!-T liaii & ﬁ:ﬂlll‘s‘]
fpenisil filans T which 3 o stisteslly sihilne

Prowusan mads for carly deparmure cossy ariung from oo programmes and redunadancies @ changed 1o the
Dperacing Cost Stament b the dear i which thy programenes sre aiinounoed,
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Resgrves

[he Revalustion Beserve reflec che wisesfised elemeni of the cismilasive balance of indexation and sevalustion
sdjuntmicna on fixed asses and socks fesduding domaed discs aind thess fnanced by Governmenr granesi, The
Donsted Asset Reverve vellects the ner book value of acees thar live lsen disiaied o the Apency. The balance of
ey equsty W reprrsenned, by th Creneral Fund,

Pensions

PFrincipal Civil Service Penslon Schema (PCSPS)

l_"nul:n I U ceaber 2002, civil servant may ke in ane of thies stwiory Bused "fingd silary’ definid erefis schimes
{Ckassic, Prommmam and Classic Tusl, New! emmanes afer | Ooimsber B2 nay chivee beiween inembendip of
Prminm or joining & good qualicy msnsy purctase stakehokder hased srangeseisi wisdh o sigwificant emploper
cuatsibuthion (Partdrahp Penmon Acoountd,

Classic Schems

Besefins secmic al the rane of 11801tk of pensiomahle abiry for sach vear of secvice. I selitkan a hangs s oudssilen
i thires pears’ persson o payable on retraneer.  Members pay conmiburions at-1.5% of pentivnable eamings. On
desth, pensdons are pavalals i the sirviving spovsc aca ranc of half the momber's pension. {n demb in eervice, the
IﬂlﬂnﬂFi}iiluwlmhﬂiﬂlﬁfnﬂnrmmﬂdwam]lhmlmﬁﬂﬂmm:_ﬂnmpu:irﬂdu
spouses penmon. The enhancement depersds on lenpih of scrvice and cannot ceccod 10 vean, Medical eesicemnent is
prevssinle in the event of seriots il beslty. Tn this cose, persbony are beoaghe into popmens Emmediancly wabous
pcruarid redicrion and wirh service enhanond as G widow (en P:rui;am,

Pramium Schema

Benefin aconae at the e af 1060 of final persionabée cirnings foresch year of services. Thiliie Cliss, thire i o
wutcirasic fump sam, b membens may commuce some af their pensman i provide 8 lamgp s oje e masimiim of
ety of fimal pemsivnable cmings for o veer of serice or 2,25 timey penaion i grester fthe conanvaanion rie
EXL ol Tianwgy sun for cud £ of peisinn given upl. For die purposes of pemion disciosure the mbie wsmes oo
comuimitathm, Mernbers ety cvmtrfiions of 3.5% of pensicnshle semings. Cn derdy, pensions are pavabie o dhe
airviviiig spise ar diglhle permer o o e of M85 the members penmion o any comeusation), Cn dec'in
wervice, the scherme pays & lienp sam benefig of chove dimes penionstle eamimgs and alio peovides o senvice
enhancement tn consputiog the spouse’s peasion. The enhenoement deponids on che lenpth of service sl cenmot
emeed 10 years, Medical eesinmens s possdble i the e of st 1 Tl B thos oo pemsony an beooght ime
paymicn immedinrel-withoar sonsrisd redooion, Where the memibe's 8 healsh & ah ha & permunenily prevenis
them fram uncermaking any paintul employme service is enhanced roowhar theyr ok bave saomnd soage 50

Classic Plus Scheme

This LI-HIHFIEI!}'H etz ol rermiom, b wazh hensfis in TEspert il service hefore 1 cmber 3023 caleolued
enad by s e Claie,

Prmzioes payable wnder Chasic, Promsium and Clessic Plusand indressed in Gnewith the Resil Prics Indee.
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Belenie Prociutiment Agency

Annunl Bepart and Accounts

Parineeahip fension Account

This dx.a srakeholder oype srrangemen wlhere the eployes pays a basic contribuioh of Benveen 30l T25%
ideperding o the spe of the memsbur) fnt o sakchinlder persion product, The emplopes dos nor have 1o
wotiishizre hur whene |he_|r di e o s, thess will be matched :I:I',l" the FMPHI-T ligt i Kimiz b 3% (in
wddiricen 2o the enrplayer's by vaniribisron), Enployers aluo conmribuse & Rirther 0.8% of pensdonable mlary 1o
cowver the coat of Hak benefin cover (dearh in service and ] bealebs rectemene), Tl tsember nay rerivear any tiee
bcrweczn the ages of 50 and 75 aisl ase the secummlared fund vo'punchase o persion, The nemther may choose oo
rake oo 2995 ol the Tyl ax 2 bympsom

Armed Forces Pension Schema [AFPS]

This s 4 aiory schinse et prevides hensfin on o *final silary” bams at 4 seomal redremen age of 55, Benefivs
accru From the age of 21 upr i o muiimm iof 4y sokonabk iemviee daged 351w which thr perions benclh will
ezt 10 S of final salary, Tn nddition o lamp sm eguivalen @ 3 yein pension is payable on eeimens, Tedans
arr Tt 113 the Revsad Prices Incdes. O deash, punsions are payable 0 an eoithed suenviving spucee st the e of balf
i et hiers peasion, Oy dearh in sersioe ql-rrmt.pn:n.ﬂum.pmm bsenertin o beerwioen W k1500
enstuaiisble pay deperuling oo lengrh of srace, Where the death s steribumble o srvios caises, depestanns bepetin
terey b g Beanely eothanced e the dliv sretiin of ehe Digfepce Caencil,

Benefits in Kind

The imoneary valie of henelio in kind LT AR bazrazdiry provided by the I.'ITI.|:I|I.'-:|-'|.'r il s by the Dnland
Bevempe o 5 mxable ermodurmeid,

Capital Charge

A chasge, reliecring the cos of capuml wiilised by the Agency: i inclicded ' the Uperaring, Coss Statement. The
hange i caliitlazed using dhe HM Treasury sansland on dfl meicty and [aibiligies fevcepe iﬂ!d_mﬂléti micis, whidh
are exempi brom vhe chargel The rae changed by HM Treasory prior o 2003573004 was 6%, The mte mduied w
358 In Finencial Yesr 2008/2002, the effect of which waa i reduction of £344 093,000 in il charges:

Farelgn Exchange

Transsenoms which are denominsted in s Forign cernmcy ase tamliied i sieding ising the Minisry of
Dietenee’s Gienaral Accouncing Kate (GAT) raling ot the dwve o eah rransacrion, Monerary assees and fabifirics
are prunlited ar rhe gpoc raec applicable ar che Balanie Shent daie s the exchange mare ditferenoes are epored in
the Oiperuting Cosr Spement.

Notional Costis

Miatanial ety ane locluded in dluﬂpr_mﬁn.gtln Siremens fof cleie in |nw-fumrﬂﬁiﬂﬂ| from athoy
apcas of the MOTE The pmoun churged are cileufared o mefios the fill oo of providing the services oo the Agrucy,

The Agency is nor charped an audis foe by the Nagional Aodic Office: The auilie fee repstescaty a-nationad chargs
the Ulprmaring Cloen Smbotmeni sancel s vhie coar af the services Fl'lﬂ'!l-lfl-'!ﬂ-
Cash Flow

Th manageenent of Hguid svowees, which includes lalinies ax commercial banks, i mabndy dus vo balincss
it taternanianal coalbibis sl jiesjeies, The level vl halumees ame contingent wpar the b=l af Fundizig sl the
eeige ol the projecs.

L)



defence Feocaremant AQEnEy
Annual Nepori amd Accounts

2. Staff numbers and costs

21 The s of wholenmme eguivalent pérsore emphoped at 31 Masch 2004 was an fllows:

R HEA 2003

Iersans employed Persons employed

Sorvice T8 EL
Cavilian 3 EAG E1T

23 The PPA srplogedd dhe lollowing wenparary sexff dissing 200514
Persons esploved
Femparasy ]
Caninil Ia

23 The agirrezase payroll cose, ichudiog allowdrusy, or el persims wenr 2= followse

ZOHER2OHN 22 2005
£ EQHY
Baluras aml Wapes
Hervice el e 33205
- Cilion 1CEH, G144 1035 4%
Fovnil Seciifaty (osts [ [ 1,286
Daficr pension goss 14,415 23,000
Crbor mabiry. cosrs
Sab rotal 18215 17742
Redundancy and severamoe paymenrs 802 15511
Tostal payroll costs indluding Redindancy Paymenes 184,117 167,254

Redurubymgy papineniy mutle wene E66G] 998,
There was an [ncresse i the prosssion for furiee rdundancy and sarly refiremenr paymenss o £4140,139,

R



Aelenze Frocurement Agency
Anngal l.ll'.l'ﬁ_-l"l AR Accownts

3. Executive Board remuneration

¥

3.2

introduction

The IA2A Ageocy acoowns weck o comply with the disclmre pracricss applicable o companies i the privase
sower ol a8 sev out b the Gesobiry code i corpuis givernasts The fevel of dischire soaght hus recognised
il differenecs herwoen prisane seomr dinecuais wnd the ditecron: tha comprise the T Evecoaive Hoand.

The DA Expoarive. Board s composed of boch sentor anl secvan and senaor-offiem of H Fovoo, Uinlike prnane
seerar divec oo, o wervanty amd olficees do et decomaie ther mooianesition padkage. 1 partsaski civil serani
dn noe qualify for the lang elemenm of vamaldc pay which were of prrticubar coneerm o the Croenbury Cameminize

The Executive Soard

Where appumemenn o the Boand wiore made aficr che bagnning of the Gnancal jear (D Apeil 2005, Seeails o=
dlisclomedd refaring vin thoir period of Wl onky, Simikily, whers B memlens T befaee thie Brancal el
3L March 2004, nly distabls G oe depirong aie disclssd.

H



Celfence Frocurement Agency
Apnuasl Report and Acceunin

3.3 Remunerations of DPA Executive Board during tha year

The salary and pensson enutemenn of the mosr senor members of the Defence rurement Apeney were as follwe:

Ape Kalary and bereclis Real incrase in Tintnl weroed
it in kind for period of pensan al  penson a1 550AFTS)
31 March 2004 DPA uppeintinent  peniiansble age or G PCSPS)
at 3 Mach 204
2003 Z004 - 200202003
Anan i) QK ALHH)
Sir Poter Spenicer Sih las-L1o — 025 =5
Chief o Ufene Procarement’
Chirf Exrewtve (frm S105/03)
Sir Rabsert Walimaley it 15-20 130-135 D25 F:10
i Thefenir Prmowrrmera! s 2.5 Pl 25:30
Clbuef Evsensiar [t WG4 imp anan E
Mr Diwvid Goald S 1H-12% LT 1.5-% 4045
Dy i Frecurin e I35 s (301135
il by
U leim Wersam b 1] H-A5 e 0-2-5 Jn-3%
Exvewsive Directar (from 0172037 plh (2.5 s KI5
b‘ﬁljﬂ RhAN .fkﬂll:l ok A
Mr lan Fanvet it T3l 165016 55 A5-5lE
Exvcierve Dierciee § (o 501 203) Al 75k iy e NS
Fr hiwep rum
Majoar Seenerml Peter Glchris 5 85-"Hi 8i-H5 125 Ak
Eorrwiiae Do J s 25-5 lur {20135
! ra fursp
Adr Viee-Marshal 13 Willlams 44 il _ 155 35 -4
Frvuitive: Divecere 1 (fom 077 iy 75T s FO5-R 10
vy v Funrp iy
Air Vice-Marshal Basry Thoraton 5] 2025 BILHS 15 3544
Frewitwe, Ererror 3 o MGG P2 E st J 15120
furmp saure durwep suurmy
Far Admiral Ric Cheadie 54 753 — 2455 45
Exvvwitve Diecror 4 {fromy 0011 50 ur 132 5 flan J25. 730
furp rum drgp raamy
Roear Adhmrinul Migel Guild 33 F5-6i0 BES 0-Z-5 All-43
Exenwiser Limerar F jie 0101203 s 255 Sl TR 33
furp ram S mem
M Sean Poeser 54 A5 0l R85 ER A48
Everuiey Derectar 5 i Bl 5 e TR P35
durp rarm duittip et
M David Mable _ A& 570 e i P 5
Exerutter Ehimeerar O (e L0703
M David Richandson ) 3% 20-15: S0-35 2.5_--5_ 253
Eircurive Diveeror & (o JHEATH) plar 575 piha BO-45
Furrg faimm g v
Profesar Tam MeGudbng® £ 15-26) 1520
Aan Frovreriie Dirmeas

Mo benelit in kind weme redeivad Ty any DEA Boand Members in Gmncial year 205004



Satence Frgiardmant AgGRney
Annuml Report and Accaumis

Thie exevmrive members have cash oquivabem tranifer values CETY, relsting oo dhie momrber s persgion
sniedits accrued ot dhe begmmning and end of the reporting year, dhroagh the Covil Service pension
SITANpEMETE, six Bl i

CEIY ai CETV at Real increase in CETY
A March 2004 31 Merch 2007 afier sdfussment for inflztion in
ar date left PP or dats of nazrher invesiment changes in
Exrcutive Boand  appoinimsens imarker invesiment facoors
£00 L0 1T

Sir Pever Spencer R === 3

Sir Mahers Walmdey 157 148 1

My Dhavid Croald ] LR %

Or lain "Wamon 551 513 e

bl lan Fanset Hrd EIT 1

Makoe General Pever Gilehins M7 71 il

Ade Vie-Marilual Barry Thoriston i K4 L5&

Adr Viace-Manlal D Williams B54 THT g%

Far Adagieal Bie Cheadls K7 THS =

Rear Adenieal Migel Gald B &7l B5#

M S Parcer 812 Tl 1

S iavid Mohle 4 =5 12

Mr Plavid Richardson 451 411 24

Profesos Tom MoGulfog® - g —

* Prodessor Meliuffog i empleyed dn g fond wrm contract renevable be .IE'tttl'.lh:tll He w not emnployed
g civid sevvant end s oot 3 member of the TCSPS,

Habary' inclodes gross salary, performance pay or bonuses, overnme: reverved rights o Linelos weaghtlag o
Landad allooianoes, recrnimment amd reremnon alliseances and i ailser dlformdiice oo dhie extenit diag e s
sithjecs oo LTK vaccaricm,

Wocrued Person benelits ane p;mu:[rd 1:11|'n4.1.g.|'1 erheer the {a) |"n'r||:||:1ﬂ el 51'_n'|n|: Teitalon Schoms bud
civiliag Paonrd members ar (.0 Armied Foarces Pensiom-Scheme for ferrice Board membirs,

[2.) This i 4 stataeory scheme that provides benefits oy @ Tinal slary' basis dr a normal rerement
age af G0, Sec Moge 106

() This v & arsrurory scheoe thur provides befefits on 3 “final safery’ baves or o nocmal retcrement
ape of 55, Sde Mote 116

Tl Inverrase i Peneion i relapsd lumg iim or pepdionable ape’ repeskents the increse in value of tye
Toral Acerued Persion over the course of the peas 200304, Tr iz expressed in resd terms vis, adjosted for
bitlkanion ai ilisrrated Ielaw:

Azried Petsion ar 353004 lev Accroed oe 31303 adjuseed for inflation gives eal fncreage in pension.

Adiy perision firded by Board ssembior at ek oom expense, Tor example by way of Addiciona] Valunmry
Conuriburivng, i exclued fiom rhe dischsed rsomimesnasion.

1



Defence Fracuremanl Agandy
ampual H_IF#F"I and Accaunia

7. Operating income

2003, 2004 2{EI 2200
EIRIG L0

Frons esiermal customers, Obiel Gevsmmueny Dy parmens and (42, 198) (36,955)
Trading Funds - incluiles £10M reocipe for safe of
stores o bamadians £ M rare rebae; B6M figuidared
damages 230 NATD meeipnfabd Home Cifice meeipr
£IM commercial expioimmon levies 25 work dave for ifer Agencie:
losal uperating incnme {42,198] 136,955)

8. Charges from other parts of MOD

(Notional Costs)

Operating costs incdude noa -cash items, and notional costs for services provided by other paro of the MO

T3 200 200105
LEHE) LA

Chaipes oo other pans of MO0
= MO el Dveshicads 18,157 | 7485
- MOD GuardingTalicing 241,360 22774
- cfence Sm:l'n.g: anel Disrribwirion Apeicy 1= A
- Defenee Rills Agency s a5
- Dielence Triermad Adic 1% |33
Defence Codificarion- Agency 15143 1,141
~Diefence Communicasoes Flesr Tesking Apency . 34
- Diefence Posl and Cloutor Senvices Agency 325 1 ¥
Taral Charggs far ather parts of MOD | Notsonal Cous) 41,144 43,002
Mariomal Audir Office ~ Noional Fee fra Aol Work [see nue below) 24 20
Caonr of Capisal 43173 Y B
Toral Mon-cash conts fier sorvices provided 323, Dl (RILERER

The Mariaal Audie Ufee hay nor mried s 3o Al Wk,



Delemie Frapulement Aganty
Annual Report and Accounis

9. Intangible fixed assets

200A 2004 02 200N
MY LU

Coxi o Vslhsatson
Ai 1 Al AT 7998271
Addirioins L a2 674 1,755,001
Impairment loasis (36,73% —_
Thatisfes o ocher parm af rhe MDD (LRl TR 167508k
Bevaluasors 195,502 1104, 2440
Fhaposal: —
Fedaanificotsom (3507 I2) [T AR
At 31 Masch a2 509,070
Aqunrnizarion
A 1 April —
Bilkuisiad of it yesr = ==
At 31 March - = —
Bt Book Value
Ar 31 March BA07 a0l B B T
Dipvelnpment cusas are wransfertinl to other pare ol the MO for inclusion in their

Balunce Slseems with the fissr prosduceon delivery of relaced equipment,

Impairment kueey have been incireed asa resule of rhe applicarion of negerive

indexation applied @ IT & Camms devsslopment come

Hedamificanons include rrassessment of the cosrs of Mimred BARAA oo show 2 more

soxcurnie wpifc betwern d:wduplmﬂll ciath and sesecs wndes crmsmuction.

k=



Deicais Plodurement Agency
Annual Report and Accaunin

10. Assets under construction

_ Resaured
200X 2003
FHH) il
Cost or Valition

Ar 1 Al B.235.386 11,165,640
Ankliniims 2741604 14945, 744
Transfers o ather pars: of the MO CLSSLOM) (2072710}
Revalurroe 144,270 7 kL)
Drposals —_ (75,536}
Tkl Flzithans (0,001 ) {H24,459)
At 31 March  9s01260 9235386

Mee oo Assets nnder ConSERICTiGn
AU con valzenon ax 1 Apold '03 as previously repivd BATH 008
Beeclisificaring of special nuciear material frsm AUC s Sk (1306621
AUC halance asar § Agéil 1Y ' as restaond 4,235,366

Moz Under Comstnicrion are transferréd o other parts ol the MOD fac indusson ntheir Balanee Shers

AR I:ht Iil.i.lﬂ! Nulpmm:ir“v:w:r_

Reclussifications inchude the impairment of Chinnak M3 heficoperes pending « furure decision on their
uie. The reassessment af the coses of Nimrd berween dovdlopment costs and assem ander consmscrion and

mwemient of complored asson m the Auclear uzea 1w the sppropriite fived swet caegory.



Dafenis MrEacurement Agensy
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11. Other tangible fixed assets

Freehald Fiphring Pl IT amd Capiral “Tounl
Lamdd aned  equipment  machinery CaniniE wpares
Faiilifiegs and vehicles ol ekt
000 000 1K) 00 00 £
Consn ar Yaluarion
Hewatml
e 1 Aprl 2003 I D4 3,504 2741, 504 T4 .10 RSN
Adilitinns Tl — —_— LA0T b 11352
fiapairment [ooe — — 4 L) [AI} EF AR
Diispasals — — — (B, 207 - (52071
Hovaluations 61757 — BRI {180 4% 6935
Tramslens 10 ocher pam — i _— (15793} ZH07 Ly e
ol the MOHD
Teeclnesificaniony B EL el IR 147 |4, THT} #9063 | &9 233,
A Murch 2004 657484 10416 2063800 46,361 ARAOD  2EI6TTE
0 :
Ar 1 April 2003 (G431 (LS0EY (R21.587) {337 (2005 (S04
Champal In yexr (R B L3t 9, T4 111,365) (190500 L
Hacklng [epreciation (&%) — (13,005} (1,541 — 1 5.t00
Impairmigni o 2.0 —_— == L 24167
n;l*llll-.ll = — - S.Il.-'r — ﬁul!‘lﬂ
Transtess o orher panis — (34T —— 4 H0F —_ [ ek
of the MO0
Roclinsificagicna EERE L 340 116502 5,126 _— 1L ARR
At 31 March 2004 49467)  (LEDS)  (HO3GEH) ERA9T ZLMS (94517
et Pomarhi Wik e
31 Masch 004 60E D17 EA2l PRI R 8.0 2T A5 1,912,245
BEBY @i | Aguell 204K G, 19 0Lh 1315997 7F H.ad T3 L VNGI A
Bose v Chiber Tangille Asses:
POV o vabuaiing dn
b Al O e
previaisdy repomed L4045
Reclassificarion of spoal
mchrar Sateal rlrl.lIP!
FAY o Siock [l 4RSS
Plimc; :rr|.n|:|1.-n.=|:_'|l A Vel
agar 1 Apnl 03 ot rosrabed 2,041 504




Celénce Frocurement Agunoy
Annus|l Report and Accounts

Reclagsiticarions include the impairmenit of 2 budlding shown in Land & Baildings. The movement of specisl tuclear marerial
trom the plant, machinery and vehicles caregory m sock.

The asser valiss alweve include £69.000 in relstion 1o donated sseets. These are capitabived ar their current vibuatbon oo receipr
and are revaluedidepreciaeed an dhe sime basis 8 purchased aseers.

Quinguennial Review

Land snd bulldings are revalued every 5 pears dhroagh the Minisery of Defence’s Qulndquennial Review (Q0OR) of fiued sssco.
In ehee mrecvening yiears. she values of fued assers are revised using indices provided by the Department. As part of the QOR.
thie Agency’s land and buldings were revatued @ ar | Apel 2002 by the Valusrion Office Agricy (VOA) and Departrmental
professianal valuers, The VO is 2 Gavernment Agency independent of the Minisry of Defence. Avsers were valaed an die
basi of Exsring e or Depreciated Ruplacement Cost, 33 appiopriate to rhe nanure of the bsser,

Annual Report and Accounts

A pratesiional valusion is cerried wur, by the Valasmion Offie Ageacy om an anmual basss for the Abey W vite. the April 2005
vyl was £45,600,U00 (Apnl 2002 £50,000,000].

Al acher land aral busildings sre profomeanally vabued. carried our by esiernmd vabieis, and e been condusesd om s ay fullows:

Veeuir Limi walinel Walnarion
B
200203 550, 1 111

T valuers conducting professional valuamons of propesties wese;

Mamn Chaalifications Inaeimaal, Dhatr of vaduation
Extermal ar

- Independent

Walsashian Office Agency RICS Independsnr | Al 2003

The frechold and lemebald propenie scugial by the Agency were valued by cxizonal valuer as part of the Cramguenul Feview
undcrtaken by Defence Extares, s ar | Apeil 2002, These aperatonad properties weve wkind o the busis of existing e value. ar whess
thiv eauiel nat be ssewed, heciesse thers wis no mesker for the wbjeo wser. the depreciaed replacesnens von sbjoct o the prospec
aned viahiliny of the cecupation and ume.

The Board ar=af ihe "Iﬂllh!l ihat thers isno l-i-EEliFll'-lﬂI! difference berse the vurrent measker value of lumd held h!.' the THPA snil 1
ik valiss.



Sefence Frocdrement Agency
Bnnual Repory and ACccoumis

12. Investments

Ervesiimens, incloding ‘apecsl shased. wne held in the following compantes o 31 bManch i

Trvesisiscans L1 Prefmniial shares
Avomic Weapons Esalilichrni plo | enam
Atomic Weaponk Famblishmenr Persions Trasress Limil | shame

Al ahieies Tield e vislizred apd are valued ac kintoneal cast.

“Sonial wharss” confer an the Secrexary of Stare for Divfencs special ighs seganding ewnenhip, mileence and conteol, incliding vocing
lighsts iy eerrain cioommsrances, under mdivdual Ammd e of Associanion i the melevant companies in which the shanes are bkl Funcher
detiled Enfurmarinn can be vhiained G the compniss fmlividual annel repor and accouncs whict can be abuino] fomm

Arpipic Weapons Esniblishment plic ANE Allermsann. Resding RUTAFR

Aronic Wrapooy Evahlishmer Passipen Trusesos Timieesl; SWE Aldermssnon, Rembing RGT AR
BAE SYSTEMS Murine (Haoldingsd Limited, Warwick Hose, PO Bux 87, Fambeoraiagh
Merragiace Crrie, Farpbomigh, Hon, GULS YU

13. Stocks and work in progress

Femtateid

ZMIAFIUE AUHER{ ACHEA

£Al0t o0

Faw manrriats amel cisnauimables 2,554, 746 LANISES

Tozal stucks and wor in progress 1554740 ZoMbn 562
Mote 1 Sochs and Wl in progress .

oy valustwin at § Apel ‘03 1.G656,795

Faelasaificatlian ol speclal ke
Mateeial frons PRV 8¢ AU to Saonch Ll i
Seock balamce an a1 Apdl 03 an resad A0 562

Tl cveeall increase in aroch: is meeof o dewnward revalueson of L2232 7H80655,

al



Delerce Frocudement AfEnty
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14. Debtors

Wi 2004 HIOX 0
Ao EDHI

Amounts Falling duie within ane var
Traide debeom PL713 13,040
Ireposins sisd advamism 16,502 5,503
VAT = 39,1 33
Cither debrors 48,751 19,446
PFropaymenee and accroed income 15,626 ERRUE
Laur bad defiin 49,5301 R[N TN
Total Hlm-lhmmuﬁﬂliﬁ: nﬂinuur’q,r 163,063 ltﬂ;
Trade debnoms i ok
Prepaemeny and accrued income — ==
Lzss hagd debas — Fr_|
Taieal delrrs; ammanis Hiﬁm due afrer one year — —
‘Toeal debwors L6361 10,504

15. Cash at bank and in hand
MR 200 20T 2033
Lofd £
Aot | Agril i, 525 107350
e s Tunilliww F{00e oy [, 5 38) 18812
As ax 31 March EL390 #8528
Balunices aiz

Diffice of HM Paymasser General [OP) _ Aan
Cormmurciad Banks and Cash-in Hand Hd 390k BRILIE
As ar 31 March K2.560 84,528




felence Pracuremenl AgRogy

Annual Baparts and Accounts

16. Creditors: amounts falling due within

one year

2000 s R LE

£000 EAHHI

Traals coadisamn L [ AR 39, i
Tsymseny received on accuam | Pl el

Wikl 10587 17154
Taxapon avl socil weeariey —= ==
Chhier crsfinnes 1] 480 165,378
Accraali and deferred income 24T A 205G ETT

Tusnl iedioers die wivhin sse year 20,71 252

17. Creditors: amounts falling due after
more than one year

BT 2IIES 200N

L0H00 Eqh

Urther cstirors 4, 185 B B 1
Capital elémsat of T b —
‘Toml esedivars due afer Qe yumr i, 185 ZOE M

Gi
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18. Provisions for liabilities and charges

Muglesr  Farly rertrement Chber Toatal
tklml.ﬂ'ﬂlliﬂl it
LaEnuLBeny
£ EE T 140 ELHME
| Ar| April 20003 4,651,500 B b 170,704 i LA R
Litilisation of provisions (263582 L ] {59,528 (3297241
Unwinding of discoont RETRET 1,314 157 por R
Chiige s Treasary Dscount mn .
effect on unwiniling 1,993,723 ERE.T 4,743 201 852
Amaoanm :lpirnﬂrﬂf
Capintisst Provision hovemsnm 7251 _ = 7.a5]
Fnerease ([ Dicrease) in provissars 165,7H1 2,601 33,405 AR ITF
Rechussficarian from (2N 2 (R R A —
Ar 51 March 2004 6,994,521 bl (R FR VR TilBLBEL

Liser provisions imclide ATWE Eﬁlnlmhm:,r |In|:|=i||_l:r and & mumber of praject provasions relsning i claimg and
sertbemnent fee. The reclamilication from 2002-03 & the resudt of an adnsrmens o sy reriemens pension
comnmuipimenm which shonld Be shown s 'Oicher’,

Prawistans bave been charged - the year ro the Operating Uosr Starement as fillowrs;

2 2O 2003
eI ] LTHH

|
| Diocomomusswming prosissons 1h%781 1,659,927
Payrrd] cuisa A1 LR R
| Cicher coaen 33535 119581
Toaal coves 1377 LB}, 330
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Annual Aepori and Adcounts

Nuclear Decommissioning

Nuclear decommntissioning peovisions relare principally e the oot of decommissioning, meating and sraring
anclear waste arising ot Brirish Nuclear Fuel ple (BNELL Uniied Kingdom Aronuc Encrgy Austhacity
(UKAEA) and MOD sires and foc the deparesmensal share of planning and constructiog o nitional
reposizory for the evenmual disposal of that wawe.

Lishsilaries liwvr avisen since the laee 1940 and will continie well inmns the Rinre as - esalt of engring producion
el epesations associamsd with dhe smamafacie aind reprocessing of Special Mudear Mateelals (SNM- The
majoeity of the liahity is historc and relses 1o facilizies ied for the producoan of SNM by TINFL andd it
piedevessr the UKAEA. The Armic Weapons Essblishmen: s the other b e of MO labdicio.

The linbidiskes Include the oosss asoctatod wish dnprr:lmili:ilmlrl’_ and care znad masenance of cediendan:
Eacilities {the condisionirg, reereval and sorge of conaminased mareril), seseach and developmens aod
the [HOCLLERTERT nl:':n-Fiu] Facalitass oo handle the varioos e st

Calculaion of the labilizie = based on rechnical assesmins of the processes sind mvethnids lkely m be
uped in the fomee w ooy vain e vk Exrimates are based on the laness tochnbkeal hmﬂnﬂﬂ: el
comymercial informasion available, rking inme aceaunt carzent logidanon, regulanicns and Governmen
pabicy: The amaunt dad rining of cich shligation e thescfore sensitive s these facrors, Thes sisitisliie
anel their likely effevt on the cloulstion and amians of the labilite are sviewsd oo o ammal basis,

The luzese estbimnne o e unaliseosmmed cone of deativgr with the DPXs nudlear lahilivies s £21 408352000,
{ UM 05 £ 1M, T e AT,

The nimare of £5.994, 521657 a1 31 Murch 2004 represents £21A4183%2,000 Ewounsd ar 3.5% 1w the
halanee sheer and expreveed 1n 2005/2004 maney valoss.

The discaurm rate has chomgad 10 323% on TeAprl 20035,
The rimecide over which b ks estlinsisd vhe oo will need o be moarmed 1904 Folliws;

{3.5%)
ADi
Up i 5 pataia L3R 0
Frism § m 10 ye=ir T A% 300

Bevonsd 10 year b el e

The budk of the carlier anricipated costs refare o pre and post 1971 liahélivies allicarsd o the Degarrmen.
The significance of pre und panc 1971 sefers to the fommation dere of WNFL Specific Habalies sefr 1o the
BNFL Sellafield, Springbiclds, Capenhurst; Calder Hall and Chapelcross ane

Laver prowiskons were made o cover the costs. associaned with the research, developmen: and comruction
o the MIREX Deep Wasre Regmshtory (DRRY, The provisions were bated on adyioe provided by NIREX.

[V
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Huweves, the policy foe the disposal 'of incermediaze and h[pmm&u;ﬁmh:duiﬁdmlwh-g
the previoas yovermment's rejection. iy May 1997, of planning consent for the proposed Dieep Waste

Rupository which halved the reseanch and subwequent works Pending the qurnéne Government's

vansideration of a Howse of Lords Sub Committee mpore on the meam of disposing of radicacrive wasre,
the LK holder of much wiisce uee wierking on the assemprion thar a repositney will oo be svailable earlier

rhan 2040, This will ncomssirate the enntinied provision of interim eorage.

Fizn 1se Agenl 2005 2 new Giovermmens Agoney, the Muclear Discommissioning Ageiscy (MDA will be

fiestued. The historic BNFL nuclear liabiliry will be teansferred e the new Agency fram that date

19. Reserves

Tevaluarian Dunated
20DNI004 20022000 MO0 2002/ 103
L0y AN i £n0p
Asat 1 Apesl L08R 407 1 ETLAE a8 68
Thomarcd psson o yoar — = — PEE
Arising o revalystion
during the yess (nei) B51.930 LaR6E] [
Tramafers ro odher paces of che MO0 L4330 (103,889 _ =
Ry lasad Feathans 053 7 .
Teannbferved (1o} MFrom Generad Fund  §27.141) 19570 — —
Danued Aser: =L —_
Profir # {Los) an dispasal — —
[eprecation churpel w OO — -
bmpaimmeinn <hatgal w08 — _
Ar 31 Maech 2004 TARLA0) 18938407 1] 68
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20, Movements in the general fund

Pouike  JHLLCZ00- 2052004 EOZII00E  2002/I003

AN [E ELHCHE EMHY

Gemeral Funi ar | April 1LARE, 704 14,530,282
Met Vore Expendinam G517, 20% SRATELD
Mot Chperiing Cost fae e Year A7 2281) Vhol 57 AR
Realised revalisaion on disposal al wais {9 I 4l (19570
Mon-Cah | mnssctson:

ol ol ipisl B 461, TH0 1k e

CONT LR NS |:| E.'ﬂﬁl‘

aiielleods’ semunernan B 140 10K

aiiomal cosm H 4l 044 Rl LR A ] EEE | 1, THE B
Pt Lransastionss with mber pans: ol e MO

praisder i iru.l.l.l:qu.l:l- # AT [ % hak]

warsler of ALY 10 LS5 [&. 5 1)

irarsder of woagilde e o 11 20,31 4, 3A0]

vansfer of pevahron mers M al433 TS RAL

tiasier nl imvestmens 12 { 0

IEHIAETICTIES B MUNpRETieE ACHINE yKHEAT)

roiainerd], traisii 06

pabser viamlees (2654810 ESOTURAR] (1754 (AEIGELYA)
Proceeds rom disposal ol Bred ety [ —_ 51
Gienernl Pund ai-¥1 MEI'd'L 974,595 12880, 794

21. Capital commitments

Capttal cotsnsinions ar 31 Masch 2004, for which oo provisson bay been made o b financial sssemens, wiine as follcn,

SO DS 2O 303
110 £H
Corrrmeied bnit i jeeidel e 14.474.159 bl L

i
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Antmidal Rapoart and Accoumis

22. Financial commitments

23

&

31 March 31 March

20k 2003
Lzsse Oibsligations (L] (EUL]
The DFA wsis consmired w meking we
fillowing paynieno during the cos pear
in i i oveon-laarsdl amd hu.iHi.u.F
Expirywithin ane yenr == AhTd
Expiring hesween rom and five ymin 05T 79,057

Ex piring atier five wean —

Thers are o lese commitmenin undes liasdes [eaiey, with tnpepEon ecuwrrmg alver 3Ta Much 2004,

Financial Instruments

The Defence Progaremens Agency hay e borrowings and relies primarily on Ageney grams for oy cadh requirement, and s
thorefore nor expased o liguiciey dsk Te alse has o marerial deposion, and all imaterial wsers wnd Gabilicies g denominansl
i srerling, 50 it is noc exposed oo ineenist rite sk or carrercy vk, Al oar disdosees ealude shor-sorm debeomn and e

Fits 13, Dienvanives and Orther Bnancial Iestrumenn, requins discloasre of the wbe swhich Anancid insrmmenmn have had duarirg
the porind ih crearivg e clusging the rhke an oty fage in ondermiing io scriviries. . Becanse of the bargely mon-tmding napare
af in actvities and che way in which giwemment Depammencs are financed, the Agency B it exposed m the-degree of Anancial
risks fawed by burdoess ensides. Morcoves, financal instrumens play a much more imired mle in crestng o chanping il tham
wsald be typical of the listed campanics 10 whicls FRS 13 malnly spplics. Fimancial ssers aned Libilities are peacrared by day-m-
oy copemtivogl scovitses and are nos held W chanpge de rivks Swing che Deparmens i aedenoking i acrivirie

Liquidity risk

The Departmenty revenus and capisal mvoaroe requiremens are vored annsslly by Podiyment and are cherefore nne exposed
ta significany liguidiny ricks.

Interest rate risk

A mgnalscut praporios of the Agency's financial assew and liabiliies carry nil or fooed ramea of imrerest. The sxpasue w
inzersse vk b therefore oot sipridfRcint

Foreign currency risk

The Mimisry of Delence entem inie forwand prschase comtrics snoually wich the Benk of Englad o cover the majariny of
bin Toreign exchange requirgmens for the following year, Pletails of the ounsanding forelgn currency canzescsy will he
containel in the [epartmental Accounts,
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24. Private Finance Initiative (PFl) commitments

The paymwnis rive drring the yoar mmpe of o and off Salanes shes FF1 mancticns weee £1 15, 745 000 (20602-03.
T, 1SN, Thies were i beawd dssce ineluded wirkin the Fanl Aser in 200304, or 2002-03. And thenefare mm crpicl

clemeniv of Timmee lemges amed Uin Ralapste Sheet PEI remrals,

“Thee paymenis which the DA 1 comenitred 1o mube disriing the year 200405 are analyied lickiv by timebands spoafying th

p-;-u,u.d lin wilvich the individuul camimitment ﬂp_lrﬂ'-

31 March 2064
A0
Inahe 1ax Yaar —
In vhe 2nd eoothe Sch Year —
oty Gy oo ihie E0ub Yesr —
bin ehie § Tah fo the 3 5eh Year #8355
kv the Vish oo che Zikk Yiewr —
I thet Tt s ahe 25ch Year B5425
Trr ehee 2i5rh 1o che 30ih Ve =

31 March 2003

EQ

1820
L L
154

The liely Anancial s b Rinwe yesn oo which [PA ane chnmitied ane contingenl Wi specilic contrac sorm, which
will i degrendent upor any aual vohame implecstors of speafic PFLdeaks, The above values ase shevefors hasld i the
eonzracnl evelsaf sivins likeliboed af Rire aciviey levels ihove chese s nost Teen lacisred in,as EPA sranséor the

cquipmetit o sevices m ocher SHOD organisarions o openre. once in s
The following infarmatian ls provided o chose scheme pacued o off Balance Shees,

Estimatnl L aErrac
Trrwect Descopiion Capéral Vidae Sram
il [hare

The fallawing mbremation is provided for those schemes suessed as off Badwnce Sheer

Arnck Helcoprer Training missban simulacor, 3 ficld o D fuly
deployable dimulson prous] cew, insinicnance 1518
and armamens alaing,

Stravehe Sealifi (RO Provision of srategie sealify 174,001 June
services bsed om aix RoRe s in sspparr af foini 2002
R_qpld Hesonmn Faree -I_]l-'l.l.l.F'l drﬁ:rp'rhtﬂu.

Lym Ml 7o % Airerew Training Seevice [LATS): 1540 Taly
Prencislion of shosibame raizning fclig for Lyae MLY 210
end 7 helicapier aimcrew,

Trernade GRA- Syt Tenining Senvice: B0 Fime
Presvision of aircraft 1raiming wivice s RAY Marham e
s, RAF Lenslimoaih

Skypes 5 Llczober
Provision of miliveny sarellize communicason: srvices 1, 141,00k Hiod

Crarigrsm
Emd

iu'pln'rﬂ::'r

Iy

Clrcombe
024

Ty
Hds

2(NET

'Frhru.-u:.'
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25. Related party transactions

The Diefence Procurement Agency is an agency of the Ministry of Defence. The Minlary of Dicfence is
reganded as 8 neuied parry, During the year the Agency hus had material mamwactions wich e Diepartment
and acher entities for which the Deparcment i regarded as the panent.

The Defence Science and Technical lsborumories, the UK Hydmgraphsc Office and the Mereomlogicd
CHfice uperie v Defence Agencies financed by Trading Fund. These fall within the amibir of the MO
and are regarded un related parties ounside the Departments boundary with which the 133% has lud
muterial transsetions, Al transaerions ave curthod vus on teems chat are contacted oo an anms lengrh busts,
ariel are subject to ineenal and evemmal jodir,

Diaring the year none of the Board memibers have underraken eny matesial tansactians with the DPA

Aw development ind equipsment s completod, i bv defivered o the armed forces customer, 4 which pokn
the asser wransfers from ihe DPA Balance Sheer 1o thar of the sames of the squipment in service,

26. Contingent liabilities

The Defenve Procurement Apency has pistcetial Habibities relaring o ihe decammissioning of Asture
Sobmarine B | which woold commince in 2030031 A delay and distocation babiliny of £48 fir
Type 45 is likely to be sertled n 200405,

27. Post balance sheet events

L]

Phere are no powe Babinee Sheet eveits thar aloer tse values 2t which items are stared in dhe sccouns.
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28. Losses and special payments

A Lo Stufermenic, deiaiis nfl'ipe:'ld Prrmeno, Gim Lbans and other toles e discribsd i "Gasvermnneim ﬂuuwmh;,' rie
requin:d o ke included in the finsncial saremens. The puzpos: af the Lowas Smimrment s ITMEE wll dlefingd bisses thar hage
beeer beought m aocoumt hrhld:-:}nr. In adilison, doy bl has hat ool E1AB00 8 e safraraely

The mble belww give deds of the paymmo mate: aod Tossei incurosd, by’ ohe DA s disdosed in he 20032004 Dieparomenial
[Kesnrer i ooum.

Lavsses Staswmen 003/ 204
EMH)
Toal (9 Cases)
145,488
ey (cases aver (100,000
Fxvra Controcinal Paypea Losses

",Emn-lp ||H-1,np| An-Egtmsaaraciul payment in rebacion o g whmanne programme i.:l_!u.n: 20HES, This falbowand =
gl fremy the comeracoos 1har fallare o supply submaries aced theme dasac comlved bnoodelimonal comy beipg ftauned. 470

Treasiary apgmoval hat bem given for an cxm-contrssial pyimenst aring fromBilin o provide fally working grermmen
Furnibhed tquipmsenr in o mmely menser for e Adisoisagn] Mssape Seach Consan Bguipmsion Replcemen Paogramane. -« 204

Cansructive Losses

& decislon was taken ik 2003 0wl Gom e Mok Bale Aonssred Vebicle (MEAVE programme.  The simategis
environment kaid choiged mackidly, with mist grsicer enphasiz an apid deployabilicy and expediGonzry opcratons,

Thae chisiigas of BARAY opalid i elfrebvcly et this dhionge i reguinement, & eonstruceve luss of L4850 was neuread

cipvrring e LK coirsof paccicipasing in die msdrilarerl mllabocme programme up wibe poant af widideawal AR, D00

Ths in service date for the Aspure Class Enining Srvice UCTSE PET projece will be dedayed a5 o consequence of
slippage 10 the Asnate submarine pitigzmme, This bas raulied g coaruceive luss, 34T

Frllowing the doctssn b canee] projocs FASCO) o conrracy temmapation ageeeenent was signed in fuly 2003 Coes
ancisrrid wp goe s perinad b been wrines off 55 o conscrucrive loss, (s

A eomitruceve foss was incurmed follewing a pedormance’con rrade decision m 2003 nor o paree a digeal megracion

ol the Rangeles Alrbmme Tommumenesd Debeiefing Spvem (RAIDS maining smtom antn Tarmade B The degissan

wan mude ou grownds of velwe for money in the lighe of the sgnificms capabifity rmprosenents already delivered by

RABS an ol Jesset level of inegarion. 5,069

A comierugtive loss him been lisatred b relatian o equipmens purchased ueder an Uegen: Operaricnal requiremeant
(LR in Jane 1999, The equipment was mever Rally accepued in oo service. Disposal scrion was delayed in light of

fuirther imnflicts i in June 2008 wwas coafirmed char theee had been nocreqoests for the equiprcent in cheare, 1,022
A profect o desagn 4 suisbls vehicls trailer o carry specialls equipment i been minselled due o exlinical difficuliie
id=nrified during rrials. This bas resubed 1n 8 consmuctne fows G
e Aol

Trewmry approval fray been alasinnd toabandon « £8% 35878 daim again the conmacor fallowing cancellation of
prajrss YTXEN i Febroary 1997, The MO recebved £14,5500M in compensation bus agreed o pay £2.5045] in
Theaniry Sedicioar coss, kLA
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& lﬂh;i ait the [lrlin!u:!h.m thdlnq'pllw muﬁngmmﬂ b mﬂwd ma Fmﬂhh 'n"r.i.u_,-qﬂ.

A ennsrricrive dnss has wiisen frons the decision nit o procol o production for either medivme mnge or long-range
Re-negotanon of o comtrece for the MNimod reconnuissance aircrafr projecr has raidied in u possible claim bring
whafidimed dmd copstrucinie Josd

Inereased developaisnt costs roasing 1o che Brimstonr projecy astsing from the non-availshifin of sl plafome

[ehays in supplying design Infnrnsaion sid equigmens b ralied i o didm on the MOD relating o addivanal
delay and disiomtion msts.

A cengraes W privide a centrifage oo main aimcrew for modern agile G jer sicri ar high G fanee b been cancelled
resilring In a poazimzl wiiie-off

The eviended renge ordnance modular chasg: spitem has b siwelled doe to sechmical difficudties reulting in 2

A T il £205M hiss arisen follwwing the immirmens of Chinsak ME3 belicopten,

A lass af £55M his st btisrveed following bnpairment of an opemtional Building.

Renegesiationy in respect of the Hydmgrphic aid Oéeanognphic Survey Vessels (5VHO) conmct have rewleed in o
piible wrine-aff,

-

el

Fs-grania Paywmenty

Ex-gratis puyienns lave heen nsade an siouis i Briveh Nudear Puch ple and the United Kisgdom Atomic Enengy v
Autharity covrds the cot of vesing and digposdng of nucear wastes amd drcommissioning plar ar Beiish Nuclear
Fuel ple sites. The towal paid w dase i £1,941 willian.
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