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discussed at this meeting

BIRMINGHAM CITY COUNCIL

AUDIT COMMITTEE

TUESDAY, 30 JANUARY 2018 AT 14:00 HOURS
IN COMMITTEE ROOM 6, COUNCIL HOUSE, VICTORIA SQUARE,
BIRMINGHAM, B1 1BB

AGENDA

NOTICE OF RECORDING/WEBCAST

The Chairman to advise/meeting to note that this meeting will be webcast for live
or subsequent broadcast via the Council's Internet site
(www.civico.net/birmingham) and that members of the press/public may record and
take photographs except where there are confidential or exempt items.

APOLOGIES

To receive any apologies.

MINUTES - AUDIT COMMITTEE 21 NOVEMBER 2017

To confirm and sign the Minutes of the last meeting held on 21 November 2017.

THE LOCAL GOVERNMENT OMBUDSMAN'S ANNUAL REVIEW 2016/17

Report of the Interim Chief Executive.

GRANT THORNTON - PROGRESS REPORT

Report of the External Auditor

GRANT THORNTON - CERTIFICATION OF CLAIMS

Report of the Corporate Director, Finance & Governance

GROUP COMPANY GOVERNANCE - INFORMING THE AUDIT RISK

ASSESSMENT - PUBLIC

Report of the Corporate Director, Finance & Governance
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OTHER URGENT BUSINESS

To consider any items of business by reason of special circumstances (to be
specified) that in the opinion of the Chairman are matters of urgency.

AUTHORITY TO CHAIRMAN AND OFFICERS

Chairman to move:-

‘That in an urgent situation between meetings the Chair, jointly with the relevant
Chief Officer, has authority to act on behalf of the Committee'.

EXCLUSION OF THE PUBLIC

That in view of the nature of the business to be transacted which includes exempt
information of the category indicated the public be now excluded from the
meeting:-

Group Company Governance - Informing the Audit Risk Assessment - Report of
the Corporate Director of Finance and Governance - Exempt Paragraph 3

Equal Pay Update - Briefing by the City Solicitor - Exempt Paragraphs 3 and 4

PRIVATE AGENDA

GROUP COMPANY GOVERNANCE - INFORMING THE AUDIT RISK
ASSESSMENT - PRIVATE REPORT

Item Description

EQUAL PAY UPDATE

Item Description

OTHER URGENT BUSINESS (EXEMPT INFORMATION)

To consider any items of business by reason of special circumstances (to be
specified) that in the opinion of the Chairman are matters of urgency.
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BIRMINGHAM CITY COUNCIL

AUDIT COMMITTEE
21 NOVEMBER 2017

MINUTES OF A MEETING OF THE AUDIT COMMITTEE HELD ON
TUESDAY, 21 NOVEMBER 2017 AT 1400 HOURS IN COMMITTEE ROOM 6,
COUNCIL HOUSE, BIRMINGHAM

PRESENT :-
Councillor M Khan in the Chair;
Councillors M Jenkins, Quinnen, Robinson, Shah, Spencer and Tilsley.

kkkkkkkkkkkkkkkkkhkkkkkkkkkkkkkk

NOTICE OF RECORDING/WEBCAST

The Chairman advised and the meeting noted that this meeting would be
webcast for live or subsequent broadcast via the Council's Internet site
(www.birminghamnewsroom.com) and members of the press/public could
record and take photographs except where there were confidential or exempt
items.

The business of the meeting and all discussions in relation to individual
reports was available for public inspection via the web-stream.

MINUTES
RESOLVED -

That the Minutes of that part of the last meeting of the Committee open to the
public be noted.

SUSTAINABILITY TRANSFORMATION PLAN (STP)

Graeme Betts, Interim Corporate Director, Adult Social Care and Health,
reported verbally on the sustainability transformation plan/partnership which
included an overview of the Council’'s engagement with the partnership, an
outline of progress to date and future goals.

He responded to Members’ comments acknowledging the fact that the STP was

on the corporate risk register, gave details of the two STPs that covered
Birmingham pointing out that they held regular meetings with the Clinical
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Audit Committee — 21 November 2017

Commissioning Groups (CCGs).

He explained the difficulties encountered in dealing with acute hospitals,
referred to funding from the NHS to help trusts and pointed out that, in order to
try to reduce the number of patients attending hospital accident and emergency
departments, wherever possible members of the public, in the first instance,
should be encouraged to consult their local pharmacies regarding minor
ailments.

He advised that the Council’s adult social care budget was approximately
£336M, gave a brief outline of the different levels of care services provision and
explained the elements of prevention and early intervention, stressing the
importance of providing members of the public with good quality information on
the services that were available.

CORPORATE RISK REGISTER UPDATE

The following report of the Assistant Director, Audit and Risk Management, was
submitted:-

(See document No 1)

Sarah Dunlavey, Assistant Director, Audit and Risk Management, Craig Price,
Principal Group Auditor, and Cynthia Carran, Principal Business Auditor,
introduced the report and responded to Members’ comments which included
concerns regarding the risk of fines from HMRC for directorates employing long
term consultants, the implications of the general data protection regulation
(GDPR) and an explanation as to why the risk concerning the failure to adapt to
climate change was removed from the register in March 2012.

Craig Price undertook to provide Members with further information regarding
processing the corporate risk register.

With regard to Risk 10 — Not responding fully and effectively to the
recommendations made in the Kerslake Report and implementing the
Future Council Programme, the Committee agreed to write to the

Corporate Leadership Team seeking clarification as to the current mission of
the improvement panel.

Hereon, Sarah Dunlavey informed Members that this was Cynthia Carran’s last
meeting, as she was leaving the Council.

Members thanked Cynthia for her help and assistance regarding the corporate
risk register and wished her well for the future.
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Audit Committee — 21 November 2017

RESOLVED -

(i) That the Committee agrees that the information provided and risk ratings
are reasonable and the action being taken is effective, or if further
explanation/information is required; further that the level of risk has
reduced for the following:-

a) Risk 22 — Risk of fines from HMRC for directorates employing long
term consultants;

b) Risk 25 — Failure to comply with statutory timescales in relation to
Deprivation of Liberty referrals, which could lead to legal challenge
and result in financial loss to the Council;

c) Risk 27 — Risk of claims for payback of search fees charged by the
Council;

(i) that approval be given to the deletion of the following risks for the
reasons set out in the report:-

a) Risk 22 — Risk of fines from HMRC for directorates employing long
term consultants, as there are now processes in place for the
engagement of off payroll individuals;

b) Risk 27 — Risk of claims for payback of search fees charged by the
Council, as the potential liability is less than £160,000 and is to be
monitored via the directorate risk register.

(i) that, with regard to Risk 10 — Not responding fully and effectively to the
recommendations made in the Kerslake Report and implementing the
Future Council Programme, a letter be sent to the Corporate Leadership
Team seeking clarification as to the current mission of the improvement
panel.

BIRMINGHAM AUDIT — HALF YEAR UPDATE REPORT 2017/18

The following report of the Assistant Director, Audit and Risk Management was
submitted:-

(See document No 2)

Sarah Dunlavey, Assistant Director, Audit and Risk Management, introduced
the report and responded to Members’ comments which included details of
tackling application based fraud, particularly with regard to housing benefit
overpayment and council tax change, information on red high risk reports in
respect of adequacy and progress of maximising independence of adults and
details of workforce planning, school visits and recruitment policies in schools.

With regard to application based fraud, Craig Price, Principal Group Auditor,
explained the difference between ‘applications cancelled’ and those with
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Audit Committee — 21 November 2017

‘reduced points’ referred to in the table set out on page 8 of the report/page 58
of the agenda document pack and he undertook to provide Members with
further information thereon.

RESOLVED:-

That the report be noted.

ANNUAL AUDIT LETTER

The following report of the Interim Chief Finance Officer was submitted:-
(See document No 3)

Martin Stevens, Head of City Finance Accounts, and Phil Jones,

Grant Thornton, introduced the report advising that the Annual Audit Letter was
due to be considered by Cabinet at its meeting scheduled to take place on

12 December 2017 and the response would be circulated to Members in due
course.

Martin Stevens and Phil Jones responded to Members’ comments which
included the management response regarding exit packages, key interim
appointments, the future operating model and planned savings and reference to
the Children’s Trust.

In referring to appendix 2 — action plan, the Committee agreed to amend the
second paragraph of the management response to recommendation 11
regarding exit packages deleting the words ‘sign off’ and replacing them with
‘agreement by a majority vote’. The amended paragraph would, therefore, read
as follows:-

‘As part of our considerations on this matter, the Council set up its own internal
governance in 2016 for exit payments, which for chief officers exits includes
agreement by a majority vote from a cross party elected member JNC panel.’.

RESOLVED -

(i) That the annual audit letter, set out in appendix 1 to the report, be
received;

(i) that, subject to the amendment referred to in the pre-amble, the
management responses to the recommendations set out in the audit
findings report issued in September 2017, as outlined in appendix 2, be
approved.

OTHER URGENT BUSINESS

No other urgent business was raised.
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Audit Committee — 21 November 2017

AUTHORITY TO CHAIRMAN AND OFFICERS

RESOLVED -

That in an urgent situation between meetings the Chair, jointly with the relevant
Chief Officer, has authority to act on behalf of the Committee.

EXCLUSION OF THE PUBLIC

RESOLVED -

That, in view of the nature of the business to be transacted, which includes the
following exempt information, the public be now excluded from the meeting:-

Agenda ltem etc Paragraph of Exempt Information
Under Revised Schedule 12A of the
Local Government Act 1972

Minutes 3and 4

PRIVATE

MINUTES
RESOLVED:-
That the private section of the Minutes of the last meeting held on

26 September 2017 be noted and the Minutes as a whole confirmed and signed
by the Chair.

OTHER URGENT BUSINESS (EXEMPT INFORMATION)

No other urgent business (exempt information) was raised.

The meeting ended at 1545 hours.
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BIRMINGHAM CITY COUNCIL
PUBLIC REPORT

Report to: Audit Committee
Report of: Stella Manzie, Interim Chief Executive
Date of Meeting: 30 January 2018

Subject: The Local Government Ombudsman’s Annual Review 2016/17

Wards Affected: All

1. Purpose of Report

1.1 Each year, the Local Government Ombudsman for England
issues a report summarising his work as independent arbiter of
complaints about local government administration. A copy is
attached to this report at Appendix 2.

1.2This report highlights for Members the main issues dealt with by
the Ombudsman, within the context of complaints involving
Birmingham City Council.

2. Recommendation

To receive this report concerning the Local Government
Ombudsman’s Annual Report for 2016/17.
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3. Annual Review: Key Issues
3.1 Content

The Local Government Ombudsman issues an Annual Review letter to every
English Council, providing his statistics for the enquiries and complaints he
has received concerning that Council.

In addition, Mr King presents to Parliament his Annual Report. Of these two
items, the annual review letter concentrates on enquiries, complaints and their
resolution and is most closely allied to the Council’s handling of Ombudsman
matters. The Annual Report is more general, including accounts for the
service, etc..

This report includes general information about the LGO’s performance during
2016/17 and specific information about the Council’s Ombudsman complaints.

This is the first report of Michael King as the Local Government Ombudsman.
He took up the post in January 2017, having been deputy to Dr Jane Martin
for some time.

Mr King mentions in the foreword to his report that, as well as handling
complaints against local government, his service also deal with complaints
about adult social care. To raise awareness of this separate role, he will be
known as the Local Government and Social Care Ombudsman in future.

3.2 Volume of Complaints

The Annual Review shows that there were 19,077 complaints and enquiries to
the Ombudsman last year, a fall from the previous year, when there were
20,102.

3.3 Volume of Complaints about Birmingham City Council

The number of complaints about Birmingham determined by the Local
Government Ombudsman in 2016/17 was 465, a fall from 527 in 2015/16.
But, in addition, the Housing Ombudsman investigates complaints against the
Council and she determined 61 complaints during the year, resulting in a total
of 526 Ombudsman determinations in 2016/17.

Further information about Housing Ombudsman matters appears at
paragraph 4 below.

3.4 Subject of Complaints
The largest category of complaints dealt with by the Ombudsman’s
investigators was Education and Children’s Services, at 18%, followed by

Adult Care Services at 17% and Planning, at 16% of all the complaints and
enquiries received.
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3.5 Subject of Complaints about Birmingham City Council

Birmingham has never followed the LGO’s trend as complaints about Housing
matters were traditionally our largest category. But the transfer of remit away
from the LGO has affected this and Revenues and Benefits received the
highest number of LGO enquiries.

Appendix 1 is provided by the LGO and gives two different forms of
information. The first demonstrates the subject matter and numbers of
complaints received and determined by the Ombudsman about Birmingham in
2016/17. However, it is misleading in that we will not have received the 452
referred to by the LGO, as some of these will have been enquiries which their
staff advised on, without consulting us.

In addition, we would not include some complaints in the category the LGO
has used — for instance, ASB complaints appear as ‘Environmental Services,
Public Protection and Regulation’, because they may concern noise nuisance.
We treat them as housing complaints as they are usually between tenants
and will have been responded to by the Housing Service.

3.6 Outcomes

The second dataset in Appendix 1 provides the decisions made by the LGO
during the year. It should be noted that of these, the largest category is for

complaints which the LGO referred back to the Council to resolve itself. At

210 cases, this is close to half of the complaints they receive.

The LGO closed 105 cases after carrying out initial enquiries and undertook
detailed investigations in 101 cases. Of these, 63 were upheld. As the LGO
operates a triage procedure, only those cases considered to be the most
serious are investigated in full. Others will have been returned to the Council
at the assessment stage as premature complaints, or they will have been
determined at this point, as the LGO’s initial enquiries reveal that they could
not achieve anything further by undertaking a full investigation. The
determination ‘Closed After Initial Enquiries’ can be misleading in that it may
take a number of months and a lot of information from the Council for the LGO
to reach this view.

3.7 Reports

The LGO issued 30 reports in 2016/17, 10 concerning Education and
Children’s Services and 9 about Adult Social care.

None of these were against Birmingham and there are no current cases
where the LGO has indicated that there could be a report this year. This is
the third year without a report, which is very pleasing. However, this is
completely unpredictable.
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3.8 Settlements

At Committee in January 2010, Members requested information about any
local settlements made by the Council involving a payment of £10,000 or
more.

Whilst the Ombudsman upheld 63 complaints in 2016/17, no complaint
resulted in a local settlement of this magnitude. We made 55 financial
settlements during the year and the total compensation paid was £27,619.
(This includes the 6 cases determined by the Housing Ombudsman, which
resulted in compensation.) In 2015/16 settlements cost us £13,320, so the
sum is more than double that this year. However, last year's sum was
exceptionally low. The vast majority of settlements have involved small
payments, £100 to £250, but five cases account for nearly £20,000 between
them. Of these, three were cases from the Children’s Directorate. It may be
helpful to give more detail about our most costly complaints, as follows:-

The most expensive settlement of the year was £6,000 for a complainant
who had agreed to care for the children of a distant relative back in 2000.
The LGO found that we had not given her sufficient support at the time and
based the settlement upon £2,000 for each of the three children she had
cared for. The complainant had not come forward until 2014, having moved
away from Birmingham years earlier. Much has changed in our practices
since 2000.

A SENAR complaint cost us £3,300. This concerned the poor handling of a
child’s ECHP which failed to comply with the statutory guidance and resulted
in the child being out of school for seven months. The LGO felt that this had
caused significant injustice to the complainant and her child, hence the level
of the settlement. SENAR advised that they had learned from the matter,
introducing a Quality Assurance process regarding EHC planning and
arranging interim education within 6 weeks of being made aware that a child
is out of school.

The last of the Children’s cases concerned our failure to act on all the
recommendations of an Independent Investigation. This had related to failing
to fully accommodate a child in need and the impact of this upon the family.
It took two years to complete the statutory complaints procedure and so the
LGO’s remedy was quite punitive, at £2,500. The recently appointed
Customer Relations Manager has reviewed complaints handling in order to
make improvements to avoid this kind of complaint.

An Adults Occupational Therapy complaint, where it had not been possible
to produce a satisfactory scheme for a kitchen and bathroom for some years,
was settled by a payment of £5,000. The OT Service continues to try to work
with the complainants to achieve the completion of a scheme which meets
their needs.
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The remaining high cost case was a planning matter. The LGO found fault in
how the Council had considered the need to attach conditions to a planning
permission for a madrassa in the property with which the complainant shared
a party wall. He had suffered noise nuisance as a result and the LGO
suggested that £3,000 plus the provision of sound proofing as a remedy.
We were at fault and accepted the settlement.

4. The Housing Ombudsman

In order to give Members a picture of all Ombudsman matters, | am including
here an update about this service as the Housing Ombudsman’s remit is quite
wide-ranging, covering complaints concerning Landlord Services, Estate
Management, Home Loss Payments, transfer applications outside the
Housing Act 1996, Part 6 and complaints about property condition, repairs
and improvements.

Denise Fowler was the Housing Ombudsman, until June 2017. She has also
issued an annual report for 2016/17. She notes that 15,112 complaints and
enquiries were received by her service this year, a slight drop on the previous
year. However, they did have an 18% increase in cases within their formal
remit — effectively the ones which are the most complex to resolve.

The Housing Ombudsman highlights the fact that her service works with
landlords to try to resolve complaints without a formal determination,
succeeding in 81% of cases they handle. 1649 cases were determined
formally in 2016/17, 50% more than the year before.

Some 34% of complaints to the Housing Ombudsman are about repairs, by
far the largest category. Of the 54 new complaints received from the Housing
Ombudsman in 2016/17 about Birmingham, 44 related to repairs — more than
80%.

The focus of the Housing Ombudsman states that cases currently joining the
backlog of complaints to be investigated formally will mostly be determined
within the next nine months. We have cases older than that — ten months is
more usual. This is much slower than the LGO. Whilst it does not affect the
Council, it must be very frustrating for complainants.

The Housing Ombudsman enquired about 54 complaints against
Birmingham in 2016/17, 43 of them were premature complaints which we
resolved ourselves directly with the complainant. Of the remaining 18, the
Housing Ombudsman found in the Council’s favour in 11 cases, 4 were
outside her jurisdiction and just 2 resulted in a financial settlement. These
cases concerned delay in completing repairs and delay in communicating
about repairs and the decant process with a tenant following a fire at her
council house. The cost was relatively low, at £400 and £250 respectively.

The Housing Ombudsman has a different approach to the Local Government

Ombudsman in that complainants must exhaust the Council’'s own complaints
procedure. The LGO may intervene at any point if he considers the
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complaint to be serious enough to merit it. But, for Landlord Services, if still
dissatisfied, the complainant must either wait eight weeks to complain to the
Housing Ombudsman or ask a ‘Designated Person’ (a Councillor or MP
usually) to help them to resolve their complaint. This makes the process slow
in reaching the point where the Housing Ombudsman will investigate.

The Housing Ombudsman also differs from the LGO in that when she does
investigate, she can order a landlord to take action or to make a payment if
she finds against them. It is usual for the Housing Ombudsman to make
recommendations or issue comments to assist in improving services.

5. Police and Crime Panels

The Police Reform and Social Responsibility Act 2011 established Police and
Crime Commissioners, plus Police and Crime Panels. As the Police and
Crime Commissioners perform the decision-making processes previously
undertaken by Police Authorities, they are a ‘body in jurisdiction’ for the Local
Government Ombudsman. Police and Crime Panels, insofar as they are a
committee of a local authority, also fall within the Local Government
Ombudsman’s jurisdiction for non-criminal matters.

| am pleased to advise that there were no complaints against the Council
about Police and Crime Panels in 2016/17.

6. Learning from Complaints as a route to Service Improvement

Members will be aware from the Learning from Complaints report to this
Committee in March 2015 that a great deal of work is invested in resolving
complaints whilst they are still within the Council’s internal complaints
procedure and in learning from those complaints in order to improve services.
Therefore, only the most serious of complaints reach either the LGO or the
Housing Ombudsman.

Complaints dealt with internally are generally reported via the ‘Your Views’
procedure and this area falls within the portfolio of the Deputy Leader of the
Council as part of her performance review and improvement remit. But to
give a picture of what is being complained about at the ‘pre-Ombudsman’
stage, the Your Views team in Customer Services, has advised me that the
common themes of complaints they receive are: disagreement with a policy,
disagreement with the application of policy in relation to an individual and
delay in processing. This applies to areas such as benefit complaints,
decisions on planning applications, Fleet and Waste.

Housing matters also attract high numbers of complaints which are resolved
via Your Views. As with Ombudsman matters, repairs are the subject most
complained about, particularly delay in attendance, expectation of what works
would be carried out and follow-up appointments.

Services have taken steps to improve the information available on their
websites so that the expectations of customers may be managed. An
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example of this is that the information available about the planning process
advises people that there is no right to an appeal as a third party to a planning
application. Wherever it is possible to learn from complaints, services are
proactive in doing so.

Everyone has the right to make a complaint to the Ombudsman and the LGO
continues to criticise Councils which fail to make this clear to their citizens
when they have exhausted their own complaints procedure. That does not
apply in Birmingham, as our Stage 3 letters include advice about how to
pursue a complaint further with the appropriate Ombudsman.

Once the Ombudsman has determined a complaint there is also consideration
about how services might learn from them to make improvements. Quarterly
reports are analysed by the Housing Service and Revenues and Benefits,
both are proactive in implementing changes.

In addition, the Corporate Leadership Team has been holding monthly
performance boards since 2016 to get a better grip on performance across all
services and key indicators of operational health. Twice a year, the
performance board has a particular focus on an analysis of all forms of
complaints and citizen feedback to pick up on trends and drive service
improvement.

7. Legal and Resource Implications

No specific legal implications have been identified, but resources are
committed by individual Directorates in resolving Ombudsman complaints.

8. Risk Management & Equality Impact Assessment Issues
No specific issues have been identified.
9. Compliance Issues

City Council policies, plans and strategies have been complied with in this
report. Where failings have been highlighted by the Ombudsman, individual
directorates have been advised when they may have been in breach of their
own policies and asked to take action. This can result in new policies, or
revision of current ones or retraining of staff.

Stella Manzie
Interim Chief Executive

Contact officer: Miranda Freeman, Senior Liaison Management

Officer, Legal Services

Telephone No: 303 2033

e-mail address: Miranda.Freeman@birmingham.gov.uk

Attachments: Appendix 1 LGO Complaints and Decisions Table
Appendix 2 LGO Annual Report and Accounts
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Local Authority Report: Birmingham City Council
For the Period Ending: 31/03/2017

For further information on how to interpret our statistics, please visit our website:

- AdultCare . Benefits and

hitp:/Awww.lgo .org.uk/information-centre/reportsfannual-review-reports/interpreting-local-a uthority-statistics

Complaints and enquiries received

Corporate Education
~and Qther

. . Children’s . Services
Services hildren’ ;

- Services - Tax
. : . Services

44 114 21 52 73

and  Environment

Highways
- oand -
Transport

Planning m:a P
Development

38 83 22

452

Decisions made

. Referred back | Closed After :
Advice Given =~ forLocal Anitial
Resolution @ Enquiries

incomplete or -
Invalid

18

Not Upheld

Detailed Investigations
Upheld _

63

Uphold Rate

Notes

Our uphold rate is calculated in relation to the total number of detailed investigations.

The number of remedied complaints may not equal the number of upheld complaints.
This is because, while we may uphold a complaint because we find fault, we may not

always find grounds to say that fault caused injustice that ought to be remedied.

Complaints Remedied

BRI T ‘Satisfactorily by |
© by LGO = Authority before LGO
AR ... . Involvement ™ - -
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Commission for Local Administration
in England

Local Government Ombudsman

Annual Report & Accounts
2016-17

(for the year ended 31 March 2017)

Accounts presented to the House of Commons pursuant to Section 7 of the

Government Resources and Accounts Act 2000

Annual Report presented to Parliament pursuant to Section 23A(3A) of the Local
Government Act 1974 as amended by Section 170(1)(5) of the Local Government
and Public Involvement in Health Act 2007; and pursuant to Section 34S(5) of the
Local Government Act 1974 as amended by Section 35 of the Health Act 2009

Accounts presented to the House of Lords by Command of Her Majesty

Ordered by the House of Commons to be printed on 12 July 2017
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Foreword

| am pleased to present the
Annual Report and Accounts
for the Commission for Local
Administration in England
(also known as the Local
Government Ombudsman) for
the year ended 31 March 2017.

This is my first report as Local
Government Ombudsman
and Chair of the Commission
since | was appointed earlier
this year. It is a privilege to
hold this role, but also a great
responsibility. A responsibility
because the LGO plays a vital
role in holding public services
to account, and | have seen
first-hand the huge difference
we can make to people’s lives.

In the brief time since being
Ombudsman, we have
completed many investigations
that have had an impact

and made a difference to
peoples’ lives. Here are two
examples. We achieved justice
for a woman fostering three
vulnerable children of a family
friend, who had been given

no support for six years; and

a homeless woman who had
been turned away five times by
her council when she asked for
help.

But it is not enough to fix
people’s problems one by
one. We must harness LGO’s
unique insight into where
things are going wrong to
help improve services for
everyone’s benefit. We

did just that in the case of
the homeless woman. Our
investigation uncovered
systemic issues with the
housing service, so we
recommended the council
review its processes to avoid
others being similarly affected.
It agreed to do that.

| am proud of the work we
did in 2016-17. We met all our
time targets for investigations
while maintaining customer
satisfaction levels. Bodies in
jurisdiction overwhelmingly
complied with our
recommendations to remedy
the injustices we found. We
also expanded the reach of
our published reports and our
complaint handling training
programme.

This year we published three
Focus Reports. These reports
highlight key themes we see
arising time and again in our
casework and the lessons to
be learnt. The first looked at

people suffering where health
and social care services fail
to work together properly. The
second concentrated on the
unfairness in how councils
handle complaints about
parking fines. Our third report
focused on how families’ lives
are disrupted when help with
school transport is removed
without proper consideration.

We published an annual review
of adult social care complaints.
This not only highlighted the
growth in issues we have seen
about homecare services, but
also served to raise public
awareness of our role as the
social care ombudsman. To
better reflect the importance
of that aspect of our work, we
will in future be known as the
Local Government and Social
Care Ombudsman.

So in looking ahead, many of
my priorities are about building
on the great work we already
do to remedy injustice and
drive service improvements.

| want to do more to help
councils and care providers
learn from our work, and to
better aid public scrutiny. To
do this, we will publish more
detailed information about

our complaints, particularly
emphasising how councils and
care providers are remedying
complaints.
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Over recent years we've seen
an increasing proportion of
complaints containing issues
related to reduced local
government resources. This is
sometimes cited as a reason
for service failures. For us

to alter our expectations in
order to accommodate these
challenges would be to let
down the public and the bodies
in jurisdiction themselves. We
will continue to hold public
bodies and care providers

to account against the law,
relevant guidance and their
own policies.

| was pleased to see the
government publish the

draft Bill for a Public Service
Ombudsman in December.
One of my growing concerns
has been the increasing
complexity of local service
delivery. This has often meant
the public, and sometimes
even the service providers
involved, are unsure where

the lines of accountability lead
when complex services fail.

| continue to believe that a
single route to access redress
when public services go wrong
can only be good for the public
and for Parliament. With or
without legislative changes,

| am committed to build on

the excellent relationships we
already have with the other UK
ombudsman offices and sector
regulators to ensure that we

promote a joined up service for
the public.

Finally | wish to thank everyone
at LGO - the successes

in this report are down to

the skills and dedication of
every member of staff. | also
pass on thanks to Dr Jane
Martin, my predecessor, for
her contribution for much of
the financial year and for her
support for me in assuming my
new role.

Michael King

Chair, Commission for Local
Administration in England

Local Government Ombudsman

Making a Difference
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The Local Government
Ombudsman helps to make
sure local public services are
held to account. We do this by
ensuring the providers of those
services put things right when
they go wrong. This could be
where the local authority has
failed to provide the level of
service the public can rightly
expect to receive. Similarly, it
could be where the council has
not acted properly in carrying
out their functions.

We are also the social care
ombudsman, providing a
one-stop-shop for complaints
about the service delivered

by all registered social

care providers. Our powers

to investigate extend to
complaints about both publicly
and privately funded social
care. This means the public
has a clear route for redress
and does not have to navigate
complex processes in what is
often a confusing social care
system.

We do not take sides. We
provide an independent and
impartial view of a complaint

- we are neither a consumer
champion nor a representative
for service providers.

Public services and social
care providers should be

able to resolve complaints
directly without requiring users
to escalate their complaint

to us. For this reason we

Who we are, what we do

usually expect the complaint
to be raised with the body
concerned before we will look
at it. However, the public can

priorities for the organisation
and provides scrutiny and
challenge on our performance
against those priorities.

feel reassured there is a fair
and independent Ombudsman
who they can turn to if their
complaint is not resolved

properly.

As a result of resolving
complaints and providing a
remedy for individual injustice,
we gather significant evidence
of wider failings in public and
social care service delivery.

If these are not addressed,
the public will face the same
problems and need to raise
the same concerns time and
time again. In highlighting
these types of issues, we play
an important part in improving
public services by helping local
government and care providers
to learn from mistakes.

We also work closely with
partners in the advice sector,
in Parliament and in public
services to share the learning
from our work.

The Executive Team is
responsible for the day-to-day
management of the LGO. The
work of the Executive Team is
overseen by the Commission
for Local Administration in
England (“the Commission”),
which is chaired by the Local
Government Ombudsman,
Michael King. The Commission
operates as the board of the
LGO. It sets the strategic

LGO Annual Report and Accounts 2016-17
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Membership of the Commission

uneration
ommittee

Local Government Ombudsman
e Commission’

Dame Julie
Mellor DBE

Ex officio member

and Parliamentary

and Health Service
Ombudsman?

Sir Jon
Shortridge
Advisory Member
and Independent
Chair of the Audit
and Risk Assurance
Committee

onroy
Intake and
sment*

Jayne Spence
Head of Policy and
Communications®

o
o 8

Karen Sykes
Director of
Investigation®

Making a Difference
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Performance

Our Strategic Objectives 2015-18

as a result of the actions or
inactions of a local service.

The Local Government
Ombudsman was established
by Parliament for two very
clear purposes: To improve local services - by
sharing the learning from our
investigations with all service
providers, and by supporting
democratic scrutiny of those
services, we ensure that

complaints become a tool for

To remedy injustice - through
our independent and impartial
investigations we are able to
secure a remedy for people
that have experienced injustice

Strategic Objective 1

We provide an excellent
service that is easy to
find and use

Remedy injustice -

Improve local public

services

Strategic Objective 3

We use what we learn
from complaints to
improve local public

services

Who we are, what we do

local service improvement.

In meeting these dual roles,
the Commission has set four
strategic objectives against
which we measure our
performance.

Strategic Objective 2

We deliver effective
redress through
impartial, rigorous
and proportionate
investigations

Strategic Objective 4

We are accountable to
the public and use public
money efficiently and
effectively
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Performance

We are pleased to report a
strong performance against
our four Strategic Objectives.

Strategic Objective 1: an
excellent service that is
easy to find and use

We exceeded or met all of our
time targets for the speed of
our investigations, with 79% of
investigations completed within
13 weeks (against a target of
65%); 92% of investigations
completed within 26 weeks
(against a target of 85%);

and 99% of investigations
completed within 52 weeks
(against a target of 99%).

Our customer satisfaction
levels have remained broadly
in line with last year’s figures.
In common with other
Ombudsman schemes, we
have continued to see a direct
link between the outcome of a
complaint and satisfaction with
our service.

We received 183 complaints
about our service. In 56 of
these cases we found we did
not provide the service we
expect. This represents only
0.3% of all our complaints.
Our External Reviewer, who
provides public assurance
that we investigate complaints
about our service fairly,
reported no significant issues
this year.

We redesigned our website to
make it easier for the public

to make a new complaint and
understand the complaints
process. This resulted in
clearer information, evidenced
by fewer people complaining to
us before exhausting the local
complaints procedure.

Our Joint Working Team,
which handles complaints that
crossover the jurisdictions

of the LGO and the
Parliamentary and Health
Service Ombudsman (PHSO),
expanded and became
established as part of our core
work.

Strategic Objective 2:
delivering redress through
impartial, rigorous and
proportionate investigations

We continued our robust checks
on the quality of our published
decisions. This year we focused
our effort on certain categories
suggested by casework staff,
rather than simply taking a
random selection. The trend of
consolidation and improvement
since we began publishing our
decisions, continued in 2016-17.

We saw a decline in the
number of people who
requested a review of their
decision, and we found our
decision did not meet the
required standard in only

Chief Executive’s performance

report

0.3% of the complaints and
enquiries we decided. We also
reviewed our processes and
published a new leaflet to help
complainants understand the
review procedure.

We introduced a new
initiative, chasing bodies in
jurisdiction for confirmation
they had implemented our
recommendations. We

only had to publish one
public notice explaining

why an organisation had
decided not to comply with a
recommendation.

Strategic Objective 3:
learning from complaints to
improve public services

We published, and promoted
through the media, 30 detailed
investigation reports where

we uncovered issues in a
single investigation that were
of wider public interest. We
published three Focus Reports,
on different themes, in which
we highlighted systemic

issues identified through our
casework that would enable
service providers to learn

from the mistakes of others.
We published two widespread
reviews of complaints, in

local government and adult
social care respectively, which
accompanied a release of
complaints data in these areas.
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The results of our annual
survey to bodies in jurisdiction
demonstrated that our
investigations continue to
have an impact on improving
public services, with this view
becoming more prevalent,
particularly among adult social
care providers.

We met an increased demand
for our complaint handling
training courses, and trained
more than 1,200 council and
care provider staff in the year.

Strategic Objective 4: using
public money efficiently and
effectively

We maintained sound
governance systems, and our
effective financial management
enabled us to continue to
maximise the value we offer

to the public. Our budget
included a 1% reduction
compared to the previous
year, in addition to the 37%
real terms cuts delivered

in the previous four years.
Careful management of the
budget saw us save more than
£700,000 during the year for
the public purse.

A new Ombudsman was
appointed seamlessly after
the previous Ombudsman’s
term of office finished, and |
was appointed as the Chief
Executive (having previously

served as Director of
Operations); this has retained
continuity of leadership at the
organisation. We also created
a larger Executive Team to
broaden the input into key
decision making.

Managing Risk

The LGO Executive Team
actively monitors risks to
delivering our strategic
objectives against indicators
set out in our Risk Assurance
Map, and takes mitigating
action where appropriate. The
Commission oversees risk
management, as advised by
the Audit and Risk Assurance
Committee.

In 2016-17 many of our

risk indicators were set at
green (low level) throughout
the year. Risks elevated to
amber by the Commission for
some or all of the year, were
due to uncertainties around
the process for appointing

a new Ombudsman and
Chief Executive; the level

of focus on complaints and
redress at the emerging
combined authorities; and
the implications for the
organisation as a result of the
ombudsman reform debate.
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Strategic Objective 1:
an excellent service that is easy to find and use

How we measure our performance

To measure our success in meeting Strategic Objective 1 we use the following indicators and

sources of data:

Data Sources

Time taken to complete an investigation [ Case management system reports

Customer feedback on overall
satisfaction with our service

Customer satisfaction research

Outcome of complaints about our service | Core management information

Feedback from external reviewer

Overview of casework

At the start of the financial year
we launched our redesigned
website to provide clearer and
more accessible information
about the complaints process,
how the LGO can help people
and at what stage. Analysis

of our website traffic and
complaints data indicates

this has been successful.

This improved signposting
meant we were able to help
people find the information
they needed from the

website instead of deciding

to register an enquiry with

us at an early stage. This
resulted in us having to refer
fewer complainants back to
the council or care provider
because they had not yet given
it chance to resolve the matter.

In 2016-17 we registered

19,077 new complaints and complaints and enquiries we
enquiries, which is 5% fewer did this for remained similar to
than the 20,102 complaints and the previous year at 11,526.
enquiries registered in 2015- Overleaf we explain how we
16. This reduction is largely helped in those cases.

down to fewer complaints
where the person came to
us before completing the
local complaints procedure.
The number of registered
complaints and enquiries
does not include many of the
queries we receive and help
with at first contact, which are
not registered onto our case
handling system. In 2016-17
we dealt with 12,848 of these
queries.

Where it is not possible or
appropriate to resolve queries
quickly at first contact, our
assessment teams will explore
them further. The number of

LGO Annual Report and Accounts 2016-17
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an excellent service that is easy to find and use
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We decided 11,526
omplaints (compared

with 11,833 in
2015-16)

6,755

cases were
decided at the 4,771
assessment stage cases were

decided after
a more detailed
investigation
(compared with
4,792 in 2015-16)

and did not need more
detailed investigation
(compared with

7,041 in 2015-16)

We helped these people by:

We resolved these complaints by
fully investigating and:

explaining why the issue
is not in our jurisdiction or
who else may be able to

help

> identifying the failings and
securing an agreement to
put things right or making
recommendations on
remedying the issues

securing agreement to put
things right

> providing reassurance that
the body had acted correctly

or that the issues caused no

adverse consequences

Making a Difference
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Strategic Objective 1:
an excellent service that is easy to find and use

Performance
report

The issues we help people benefits and tax, declined. were referred to us by the

with cover a broad range Complaints about health Parliamentary and Health

of local public services. In bodies investigated by our Service Ombudsman. Over
2016-17 complaints and Joint Working Team, although  the year this team helped 233
enquiries about adult social a small proportion of our complainants who brought
care continued to rise, as they  total caseload, increased issues to us about 474 different
have for a number of years; significantly in percentage organisations

those about housing and terms, as more cases

Breakdown of complaints received by category 2016-17

Education and Children’s
Services

Adult Care Services

- Planning and Development

- Benefits and Tax
- Housing
- Highways and Transport

Environmental Services, Public
Protection and Regulation

- Corporate and Other Services

- Health

LGO Annual Report and Accounts 2016-17
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Strategic Objective 1:

an excellent service that is easy to find and use

“The investigator
quickly developed

a thorough
understanding of the
issues involved in
the complaint and

remained very diligent
and committed
throughout.”

Managing Risk

We managed risk in this area
by tracking our performance
against our published
standards and changes in the
volume of incoming cases. For
most of the year we marked
these risks as green.

Progress against published
standards is reported to the
Commission each quarter.
Throughout the year LGO
met and exceeded most
key performance targets.

Speed of Investigations

People coming to the LGO
want a quick, but thorough,
resolution to their complaint.
We set ourselves targets to
provide a quick decision to
every complaint while having
regard for the different levels

100

80

60

40

20 -

within 13 weeks

Issues in the previous year
with unacceptable levels

of unallocated cases were
brought within a normal level of
tolerance. This was addressed
by the Executive Team and
casework managers placing

a clear focus on individual,
team and organisational
performance. We gained
approval and recruited a
number of new investigators to
bring us almost up to 100% of
our planned capacity. This also

within 26 weeks
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of complexity that each case
demands.

This year we performed
strongly in meeting or
exceeding all our targets for
the time investigations take.

target 99%

within 52 weeks

contributed to us reducing the
level of unallocated cases. We
subsequently began to monitor
our staffing levels against
planned capacity to mitigate for
future vulnerability.

We saw no significant increase
in risk to changes in incoming
case levels. Across the year
we saw fewer new enquiries
while the number of cases
referred for further assessment
remained static.

Making a Difference
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Customer satisfaction

One of the most important
ways we measure the quality
of service we give is by
listening to the views of people
who use us. Our customer
feedback survey allows us to
understand our customers’
views about our service,
identify what we do well and
how we can improve, and
monitor our performance over
time.

100_ 1= 98.--

90 -
80 -
70 -

50 -
40 -

10 -

Strategic Objective 1:

an excellent service that is easy to find and use

We know from our research,
and that of other ombudsman
schemes, there is a direct link
between the outcome of a
complaint and satisfaction with
our service. Where complaints
are upheld, we expect to see
higher levels of satisfaction. So
for 2016-17 we continued to
set separate targets for those
who are also satisfied with the
outcome, compared to those
who are not satisfied with the

L Ll ][]

2015-16

! ! ! ! ! ! !
QT Q2 Q3 Q@4 Q1 Q2 Q3 Q4

2016-17

outcome of their complaint.

Across the whole year our
customer satisfaction levels
for these two separate
targets remained broadly in
line with last year’s figures.
We continued to see those
receiving a decision they are
happy with, reporting a more
positive experience of the
service they received.

Customers neutral or
satisfied with outcome
and neutral or
satisfied with service

Target 95%

13
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Strategic Objective 1:

an excellent service that is easy to find and use
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Alongside the two key
performance indicators,

we report key results to

the Leadership Team and
Commission quarterly. Team
and individual results are
also reported to managers
to support performance
management discussions.

Managing Risk

We managed risk in this area
by tracking external criticism
about the performance of our
service. The risk level was
low this year.

Our media coverage is
reported to the Commission

! ! ! ! |
Q4 Q1 Q2 Q3 Q4

2016-17

Quarterly detailed reviews look
at a sample of cases where
people report satisfaction
levels that are particularly high
or low. This work helps us
identify examples of good and
poor practice, which we can
share with our investigators
and take steps to improve

quarterly and monitored

for sentiment; we recorded
insignificant levels of negative
coverage in the year.

The External Reviewer (see
page 55 for details) did not
raise any significant issues

Customers dissatisfied
with outcome and
neutral or satisfied with
service

. Target 20%

our service for others. One

of the learning points taken
forward from the reviews

was to provide additional
explanation in our letters to
help complainants understand
the key points from decision
statements.

in how we responded to
service complaints. We

also track any levels of
criticism from the Information
Commissioner’s Office, and
we did not receive any rulings
requiring us to take action
over a data loss.

Making a Difference
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Strategic Objective 2:
delivering effective redress through impartial, rigorous &
proportionate investigations

Performance
report

How we measure our performance

To measure our success in meeting Strategic Objective 2 we use the following indicators and
sources of data:

Quality of our decision statements Quarterly review of our decision statements
Outcome of review requests Core management data

Achieving remedies to our satisfaction Casework management system reports
Overview

Providing thorough, fair investigation by the LGO Often the people coming to us
and impartial investigations can provide people with have not been given a suitable
is at the heart of why the certainty their issue has remedy for the injustice they
LGO exists. We are often been considered fairly and have suffered. By making

the first people to consider impartially. well reasoned decisions and

a person’s complaint that is appropriate recommendations,
totally independent of the we can ensure a suitable

body complained about. An remedy is achieved.

LGO Annual Report and Accounts 2016-17
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Strategic Objective 2:

delivering effective redress through impartial, rigorous &
proportionate investigations
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“The official dealing
with my complaint went
to great efforts to get

to the heart of my case
and set out clearly what
happened.”

Every four months we review
a sample of our decisions,

to monitor the quality of the
decision making, consistency
of outcome and how clearly
we explained the decision.
Our main reason for doing
this is to gauge the proportion
of our decisions that meet
the required standards for
publication.

Over time, we have refined
our sampling process to
focus more on areas of need
suggested by casework
staff, and some of our more
complex cases. While this
makes it difficult to draw
meaningful comparisons
with historical data, it has
the benefit of allowing us to
direct our resources to areas
of greatest need. During
2016-17 our reviews found
80-87% of sampled decisions
were written in a way that
was suitable for publication.
This outcome continues the
trend of consolidation and
improvement we have seen
since 2012 when we began
publishing our decisions.

Quality of our decision statements

Any decision intended for
publication that is considered
to fall below the required
standards, is brought to the
attention of the relevant staff.
Cases may fall short of the
required standards because,
for example, they were not
written as clearly as they
should have been, they did
not follow the recommended
structure or they contained
unnecessary detail. It is not
that the decision itself was
unsound.

We also carry out reviews of
our investigations to monitor
adherence to our quality
and service standards. This
involves reporting against
seven standards, which
include the promptness,
consistency and clarity of
decisions. We carried out
764 reviews in 2016-17 and
in more than 97% of the
cases, we were satisfied
with the work undertaken to
investigate the complaint.

Making a Difference
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Managing Risk

Review Requests

The LGO’s role is to provide
resolution to the complaints
process, so our decisions
are final. However it

is important we give
complainants the
opportunity to request a
review of their decision

if they feel it was based

on inaccurate facts, or

if new evidence that

would affect the decision
becomes available. A
review is carried out by a
senior member of staff not
involved in their complaint.

Because we consult
them on a draft of their
decision, most people are
satisfied they have had
sufficient opportunity to submit
their views even if they are

disappointed we didn’t uphold
their complaint.

819 review requests

received

In 2016-17 we saw 819
requests to review our
decisions, which is a decline
from the previous year’s

Strategic Objective 2:

delivering effective redress through impartial, rigorous &

proportionate investigations

total of 1,185. In 57 cases
(compared with 69 in 2015-
16), we decided our decision
was not up to the standard
expected. This reflects just 7%
of review requests, and only
0.3% of all the complaints and
enquiries we decided.

To provide assurance we
were handling requests fairly
and consistently, last year

we reassessed our process
for reviewing decisions. This
resulted in us providing a new
leaflet to better explain the
difference between a decision
review and a complaint about
our service. We revised staff
guidance and introduced new
online forms for complainants.

17
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delivering effective redress through impartial, rigorous &
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Achieving remedy

Our investigations decide
whether any action should

be taken to put things right

for people. If the person has
suffered an injustice as a result
of the organisation complained
about, which has not been

put right, we will make
recommendations to remedy
the situation.

People often come to us
because, most of all, they
want somebody to be held
accountable for the mistakes
that were made and to
acknowledge the injustice they
suffered. Therefore the first

of our recommendations will
often be for the council or care
provider to make a frank and
formal apology.

As an ombudsman, we have
unique powers to make
recommendations tailored to
an individual’s circumstances.
Examples this year included
arranging for a specific person
to give one-to-one support to
help an elderly man complete
paperwork to get housing
assistance; holding a meeting
to discuss how a missing 250
hours of support for a boy with
learning disabilities should be
spent to help his development;
and ensuring that adaptations
to a disabled woman’s house
were carried out without delay
to improve her quality of life.

19

Strategic Objective 2:

delivering effective redress through impartial, rigorous &

proportionate investigations

The other common reason
people come to us is to ensure
other people do not suffer the
same problems they did. Many
of our recommendations are
designed to either remedy
injustices for others similarly
affected by a complaint, or

to prevent future injustices

by reviewing policies and
procedures. This year 69
people in one council area had
their respite care reinstated
after a blanket restriction

had been applied without
consideration of needs;
training was recommended for
planning committee members
to help them better challenge
planning officers’ reports;

and a group of councils
reviewed their scheme to more
effectively rehouse tenants that
are victims of domestic abuse.

The powers we were given
by Parliament to make
recommendations recognise
the democratic accountability
of locally elected councillors.
This means councils and
care providers are not legally
bound to implement our
recommendations. Despite
this, they almost always do.

This year we changed the
way we monitor compliance
with our recommendations.
Previously, the onus was on
the complainant to notify the

Page 41 of 170

LGO if a remedy had not been
implemented once the body

in jurisdiction had agreed to
do so. We now actively seek
confirmation from the council
or care provider that each
recommendation has been
complied with. This places
the accountability for carrying
out the agreed remedies
clearly with the council or care
provider.

The data we have recorded
against this more rigorous
approach shows that 96%

of our recommendations

were implemented within the
time specified. This does not
mean the remaining 4% of
recommendations will not be
complied with, but there may
be circumstances for their
delay. If a council or care
provider formally decides not
to comply, our statutory powers
allow us to hold the body
accountable by publishing

a notice in the local press
explaining why. We have had
to publish one such notice this
year.

LGO Annual Report and Accounts 2016-17



Strategic Objective 2:
delivering effective redress through impartial, rigorous &
proportionate investigations
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Strategic Objective 3:

To measure our success in meeting Strategic Objective 3 we use the following indicator and
source of data:

Indicator

Data Source

investigations

Bodies in jurisdiction evidence learning from our

Annual body in jurisdiction survey

Our strategic objectives are
built upon two foundations:
remedying injustice and
improving local public
services. Through remedying
individual injustices, we gather
important insight into wider
failings and systemic issues
within local public services.
To ensure we offer the best
value to the public, local and
national government, it is
essential we use the learning
from complaints to help local
authorities and care providers
improve services for the good
of everyone.

We do this in a number

of ways. Many of the
recommendations we make
not only remedy the injustice
for the individual concerned,
but are aimed at preventing
further injustices to others.

21

Where we decide a faulty
policy or procedure has
contributed to the issues in a
case, we will often recommend
those policies are reviewed
and the outcome of that review
reported back to us within

a specific timeframe. Many
recommendations include
training to front line staff to
help improve awareness

of, and skills to overcome,
issues identified within an
investigation. In 2016-17 we
made 621 recommendations
aimed at improving services.

Another way we use the
learning from complaints to
improve services is through
transparent decision making.
We publish anonymised
versions of all decision
statements on our website
three months after closing

Page 43 of 170

the case (except in a small
number where publishing the
statement may compromise
anonymity). At the close of the
year, we had more than 31,000
statements available to view.
This decisions database not
only opens us up to external
scrutiny, it is also a valuable
tool to help service providers
improve their complaint
handling and understand

the type of remedies we
recommend. Last year we
made improvements to the
decisions database to enable
more detailed searching, and
promoted it more widely on
our website. We also launched
a regular newsletter, sent

to complaint handlers and
practitioners, to drive further
awareness of the resource.

LGO Annual Report and Accounts 2016-17



Strategic Objective 3:

If an investigation highlights
issues of wider public interest,
we publish a more detailed
report of our investigation. This
can be where there is:

Recurrent fault

Significant fault, injustice
or remedy

High volume of complaints
about one subject

Significant topical issue
(e.g. new legislation)

Systemic problems and/or
wider lessons to be learnt.

We promote these public
interest reports in the
media, and councils are
required to place public
notices in the local press.
Where appropriate, we ask
complainants if they wish
to respond to requests for
interviews from the media.
This can help to raise wider
awareness of the learning
points and highlight the
personal impact of failings
identified in a report.

We published 30 public
interest reports in 2016-17 on
a range of subjects. By raising
awareness of these cases, all
councils and care providers
are encouraged to learn the

lessons from the mistakes of
others, as well as the bodies
concerned being held to
account.

We established our Casework
Impact Group to provide
strategic oversight and
accountability for raising
awareness of our casework.
The group is responsible for
agreeing how we utilise our
resources to maximise the
impact of our investigations,
engaging investigative staff
in bringing forward casework
of wider public interest and
maintain a pipeline of reports.
It meets monthly and reports
back to staff via the LGO
Leadership Team.
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Performance
report

Strategic Objective 3:
learning from complaints to improve public services

Our decisions are published at www.lgo.org.uk/decisions and can be searched by theme, key
word, category, decision outcome, date and organisation.

Our press releases to highlight our public interest reports can be found at www.lgo.org.uk/

information-centre/news

( Education )
& children’s
services

2,043
decisions

blished reports -

Isa Primary School -
Admissions

2nt County Council

special Educational

eeds (SEN) and
Disability

rnsley Metropolitan
ugh Council - School
Admissions

unty Council - SEN
and Disability

erset County Council
SEN and Disability

ondon Borough
Tower Hamlets -

ough Council - SEN
and Disability

ondon Borough of
romley - SEN and
Disability

ex County Council -
tering and Adoption

erset County Council
- Safeguarding

( Planning & A
development

1,696
decisions

blished reports -

ondon Borough of
kney - Enforcement

mouth City Council -
Enforcement

Helens Metropolitan
orough Council -
Enforcement

ham County Council
lanning Applications

Adult care
services

Published reports -

Albermarle Rest Home -
Residential Care

Halton Borough Council -
Charging

Solihull Metropolitan
Borough Council -
Charging

Oxfordshire County
Council/ Caring Homes
Healthcare Limited -
Safeguarding/other
provision

St Helens Metropolitan
Borough Council -
Assessment

Knowsley Metropolitan
Borough Council -
Assessment

Herefordshire County
Council - Residential
Care

St Helens Metropolitan
Borough Council -
Assessment

Wokingham Council -
Safeguarding

(" Highways & )
transport

1,490
decisions
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Strategic Objective 3:
learning from complaints to improve public services
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(" Benefits & )
tax

1,254
decisions

4 Housing A

rEnvironmentaI,\
public protection
& regulation

951
decisions

blished reports -

buth Oxfordshire
t Council - Council
House Sales

et District Council -
Allocations

don Borough of
ngey - Allocations

don Boroughs of
ent and Ealing -
Allocations

don Borough of
et - Homelessness

( Corporate & )
other

1,045
decisions

reports published

809
decisions

reports published

" Health

296
decisions

o reports published

Making a Difference
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Our investigations sometimes
uncover issues and themes
we see time and again across
different councils and care
providers.

To feed back the learning
opportunities, we publish
themed Focus Reports. They
include case studies from our
complaints which highlight
the common issues we see,
good practice advice based
on our insight, and suggested
questions for councillors to
ask of their local authority

to aid scrutiny of services.
Our Casework Impact Group
manages the forward plan

of Focus Reports, based on
analysis of our casework
statistics and consideration of
external factors.

Last year we published three
Focus Reports:

All on Board? Navigating

school transport issues (March

2017)

nnnnnnnnnnnnnnnn

Strategic Objective 3:

learning from complaints to improve public services

change their school transport
policies, they need to do

so fairly, transparently, and
communicate it effectively to
families.

Fairer Fines: ensuring good
practice in the management
of parking and traffic penalties
(February 2017)

We called for more fairness
over parking fines due to
common problems found in
explaining peoples’ appeal
rights. We said councils
needed to properly consider
‘informal challenges’ to fines
and be
accessible
to discuss
legitimate
concerns.

uuuuuuuuuuuuuuu

OMBUDSMAN

e e

Fairer Fines
Ensuring good practice in the
management of Parking and

Traffic Penalties

Focus report: learning lessons from complaints.

OMBUDSMAN

We highlighted
the issues
families
encounter when
their free school
transport is
withdrawn. We
emphasised
that if councils are deciding to

All on board?

Navigating school transport
issul

aeh

Working together to investigate
health and social care
complaints (December 2016)

The report,
published
jointly with the
Parliamentary
and Health
Service
Ombudsman,
profiled the
work of the
Joint Working Team and
highlighted the benefits of
integrating health and social
care complaints investigations.
It called on health and social
care organisations to work
more closely together in
dealing with complaints,
particularly communicating
with each other and service
users.

25
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Strategic Objective 3:
learning from complaints to improve public services
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Scrutinising complaints data

We published two sector-wide
reviews of complaints across
both local public services

and adult social care. These
were accompanied by the
publication of our complaint
statistics for councils and care
providers. This data enables
these organisations to use the
intelligence from complaints
data to support reviews of
practice and compare figures
with other bodies. They

also provide councillors with
information to scrutinise how
this data is used locally.

Each year we send a letter

councils, providing them with
a summary of the complaint
statistics we hold about their
authority and feeding back
on any learning points from
their dealings with us over the
preceding year. The letters
we sent in 2016-17 provided
additional information to
focus the statistics more on
the learning from complaints,
such as a breakdown of how
the upheld complaints were
remedied.

These letters and statistics are
published at www.lgo.org.uk/
information-centre/councils-

from the Ombudsman to performance
Local Government )
OM BUDSMAN Search web site Q
Home» Information Centre > Reports and guidance > Annual reviews of complaints
Annual reviews of complaints
Data from our local government and social care complaints

Adult social care complaint reviews >

Local government complaint reviews >

Making a Difference

26
Page 48 of 170



Performance
report

We have a well-established
and successful training
programme for local
authorities and independent
care providers to help improve
local complaint handling. In
2016-17 we expanded our
offer to include more courses
for care providers, a dedicated
online learning resource
centre for delegates, and

an elLearning course aimed

at improving complainants’
experiences in the health and
social care sectors.

View Display Options

Local Government

OMBUDSMAN Search web site Q
Home > Training & learning
T-‘ Training & learning
Our training courses to improve complaint handling
Training for councils > Training for Social Care Providers >

Courses on effective complaint handling, including specialist Courses on effective complaint handling for managers, and
courses on adult and children's social care, and planning complaint handling for frontline care provider staff.

Strategic Objective 3:

learning from complaints to improve public services

We delivered 75 courses: 53
courses to local authorities and
22 to care providers - 20 of
which were a successful trial
of a new half-day complaint
handling course for frontline
care provider staff. We now
offer the course as part of

our core offer. We trained in
excess of 800 council staff and
more than 400 care provider
staff in the year.

 Online complaint = contactus
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learning from complaints to improve public services
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97% of councils thought
our investigations had
an impact on improving
local public services

77% of councils shared
our annual letter with
councillors or scrutiny
committee

77% of councils used
our online decisions to
support better complaint

handling

26% of councils thought
our visibility had
increased over the past

year

As well as measuring and
evaluating the media coverage
of our reports, we also carry out
an annual survey of bodies within
jurisdiction to understand the
contribution our work makes to
improving services.

The results showed our work

is continuing to support local
accountability and have a significant
impact on improving local public
services.

The independent care provider
sector does not have the same
extensive history of being under

the LGO’s jurisdiction as local
authorities. We recognise we have
more work to do to promote our role
to care providers and ensure our
investigations have the same impact
as they do for local public services.

Last year we held a series of
seminars for the independent care
sector to raise awareness of our
role in that sector and the learning
opportunities from complaints.
The seminars were attended by
more than 180 delegates. The
results of our annual survey
shows care providers believe we
are having an increased impact -
76% of respondents thought our
investigations had an impact on
improving services, compared with
60% of respondents the previous
year.

Making a Difference
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We managed risk of failing
to effectively use what we
learn from complaints, by

monitoring:

the quantity and impact of
our casework in the media

our staffs commitment to
supporting our external
facing work

our relevance to
stakeholders

This reflected a low level
risk. We published 30 public
interest reports, which

is slightly more than the
previous year. We published
three Focus Reports and,
with each one, achieved
significant national media
coverage to help share

as widely as possible the
opportunities for authorities
to learn from our casework.
Our Annual Review of Adult
Social Care Complaints
received more than 700
mentions in the media when
launched, and was later the
subject of an in-depth BBC
investigation into the issues
within the homecare sector.
Our Casework Impact Group
has been successful in its

29

first year in enabling us to
plan our external impact
opportunities more effectively.

Our staff have engaged
positively in supporting our
external impact work. The
number of proposals brought
to the Casework Impact
Group for Focus Reports
has increased, generating
a healthy forward plan of
subjects for future thematic
reports. We also widened
the pool of staff qualified to
deliver our external training
courses, to meet increased
demand from councils and
care providers.

The fact our service remains
relevant to stakeholders was
demonstrated by a number
of factors. The government
published its draft legislation
for a new public service
ombudsman and we worked
closely with the Cabinet
Office, in tandem with the
Parliamentary and Health
Service Ombudsman, to
support its development.
Chris Skidmore MP, Minister
for the Constitution, was
welcomed to our Coventry
office to launch the draft bill.
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Strategic Objective 3:

Our bodies in jurisdiction
survey showed 97% of
council respondents believed
our investigations had an
impact on improving services,
and the proportion of care
providers expressing the
same sentiment increased
from 60% in 2015-16 to 76%.

The demand rose for our
complaint handling courses
as we delivered 75 courses
in 2016-17 compared with
40 the previous year. We
developed new trainers

so were able to meet this
increased demand, but we
will continue to monitor the
resource required if demand
continues to increase.

We ask delegates for pre-
and post-course information.
One of the key indicators of
the impact of our courses

is whether participants’
confidence in complaints-
handling has improved
following the course. Based
on survey responses, we saw
a 92% increase in delegates’
confidence in dealing with
complaints. The information
from the post-course survey
is fed back to our trainer and
the council or provider.

LGO Annual Report and Accounts 2016-17
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using public money efficiently & effectively
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How we measure our performance

To measure our success in meeting Strategic Objective 4 we use the following indicators and

sources of data:

Data Source

Overall control framework, governance and risk
management arrangements are appropriate to
our needs

Outcome of internal audits

accountability

We open ourselves up to transparent public >

Annual Report and Accounts
> Advisory Forum minutes

> Commission minutes

We meet our financial performance standards |>

Annual governance statement

> NAO audit of accounts

Ensuring Accountability

It is imperative that we are
accountable to the public
and use taxpayers’ money
efficiently and effectively. To
maintain accountability we
operate a strong system of
internal controls, oversight
from our board, and external
scrutiny.

The Commission for Local
Administration in England
(CLAE) sits at the apex of
these arrangements, with
responsibility for running

the Local Government
Ombudsman scheme provided
through the Local Government
Act 1974. The Commission

sets our annual budget and
business plan, and retains
oversight of our performance

through its quarterly meetings.

The Commission is supported
by the Audit and Risk
Assurance Committee and

a Remuneration Committee.
Further details of these
arrangements are set out in
the Governance Statement in
this report.

The Chief Executive is the
Commission’s designated
Accounting Officer, and is
responsible for the daily

management of the LGO’s
business. This is delivered

through the LGO Executive
Team, which is advised by a
number of sub-groups. Further
details are provided in the
Directors’ Report.

Our Advisory Forum, of people
who have used our service,
provides user feedback on our
work. We also seek feedback
through our customer
satisfaction surveys, and our
External Reviewer provides
further public assurance on
our performance.

Parliament exercises
independent scrutiny of
our performance through

Making a Difference
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the Communities and

Local Government Select
Committee. Our relationship
with our sponsor department,
the Department for
Communities and Local
Government, ensures

Internal
Accountability

Ombudsman

Executive
Team

Leadership
Team

Staff Survey

Strategic Objective 4:

using public money efficiently & effectively

accountability to Government,
and our external auditor is the

National Audit Office.

Corporate
Oversight

Commission for Local
Administration

Remuneration
Committee

Audit and Risk Assurance
Committee

Internal Audit

Advisory Forum

External Reviewer

Customer Satisfaction
Survey

Annual Bodies in
Jurisdiction Survey

Independent
Scrutiny

CLG Select
Committee

Department for
Communities
and Local
Government

National Audit
Office
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using public money efficiently & effectively
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Managing Risk

To manage risk in this area
we monitored two strategic
indicators.

We are sufficiently
accountable to the public

For some of the year we
marked this as amber
(medium level) due to some
uncertainty, at the time,
around the arrangements to
appoint a new Ombudsman
and chair of the Commission.
The chair and an independent
advisory member of the
Commission engaged in
discussions with the sponsor
Department to ensure
continuity of leadership during
the period. Following an open
recruitment process, the new
Ombudsman was confirmed
in post seamlessly after

Our performance this
year

We maintained sound
governance and ensured
efficient and effective
delivery of our core business
throughout 2016-17. Full
details of performance
against the above measures
are contained within the

Making a Difference

the previous Ombudsman’s
term of office expired. A
pre-appointment hearing

by the Communities and
Local Government Select
Committee recommended
the preferred candidate to the
Secretary of State, ensuring
the appointment was open
and transparent. For these
reasons the risk was adjusted
to low level by the close of the
year.

Our efficient and effective
use of resources

Our governance and financial
control systems operated
effectively during the

year, and an internal audit
confirmed the highest level of
assurance.

Accountability Report and
Financial Statements later in
this document. The LGO’s
Executive Team monitors
financial performance against
individual budgets on a
monthly basis and reports
variances to the Commission.
The LGO’s net expenditure
for 2016-17 was £11,993,000
(see page 67) which was
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We conducted a review of our
IT systems and Operational
Support services to ensure
they efficiently and effectively
supported our business. We
brought together the IT and
Facilities Helpdesks into

one function to improve our
efficiency and resilience.

We undertook annual tests
on our IT systems, including
a security penetration test
and a disaster recovery
rehearsal. The Government
Internal Audit Agency audited
our management of cyber
security, which provided

a ‘Substantial’ assurance
rating against potential
vulnerabilities.

a reduction of £629,000
compared to 2015-16.
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Value for money

We have continued to pursue
efficiency savings throughout
2016-17 to maximise the value
for money we offer to the
public. The 2016-17 period also

Managing Risk

To manage risk in this area
we monitored two strategic
indicators.

Our access to resources to
deliver strategic objectives

This risk was maintained at
amber (the medium risk level)
during the course of the year
to reflect concerns about the
future funding of the LGO
scheme. In common with

all public bodies, LGO has
been allocated funding for the
new spending review period
from 2016 to 2020. Within
this spending review, the
LGO’s funding in 2017-18 was
proposed to be cut by 30%

to reflect anticipated savings
as a result of the proposed
Ombudsman reforms and the
operational transformation to
create a single public service
ombudsman. However, due
to the delay in legislation,

this saving in funding cannot
be achieved in 2017-18. In
order to address the risk
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Strategic Objective 4:

using public money efficiently & effectively

marked the first year of the new
spending review period and

the budget included a 1% cut
compared to the previous year.
This was in addition to the 37%
real terms cuts delivered in the
previous four years. Careful
management of the budget

of underfunding, the LGO
Executive Team and Head of
Finance proactively engaged
with the sponsor Department
in a thorough assessment

of potential savings and
alternative funding models.
This resulted in the sponsor
Department confirming a
‘status quo’ budget for 2017-
18, on the basis of LGO
continuing to operate as a
standalone body. This 2017-
18 budget included further
savings of 2.9% compared to
the 2016-17 budget.

The LGO Executive Team is
confident these reductions
can be implemented without
compromising the delivery of
core services to the public or
the statutory functions of the
organisation. Some concerns
remain about the future
funding of the scheme in the
remainder of the spending
review period, particularly
due to uncertainties
associated with the transition

Page 55 of 170

during the year enabled us to
return more than £700,000 to
the sponsor Department within
year.

The LGO operates with one of
the lowest cost per complaint in
the sector (£860).

towards a single public
service ombudsman scheme
and the effect this might have
on LGO'’s standalone funding.
However, LGO’s finance
sponsor team at DCLG has
provided an assurance that
the budget for 2018-19 will

be reviewed subsequently in
the light of developments with
ombudsman reform.

Following appointment of
the new Ombudsman, some
increased risk was identified
until the LGO filled gaps in
the Chief Executive post and
Executive Team. This risk
was reduced by the close of
the year with the appointment
of a new Chief Executive,
two Directors and a Head of
Policy and Communications.
They all form the basis of a
strengthened LGO Executive
Team.

LGO Annual Report and Accounts 2016-17
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using public money efficiently & effectively

Whether we stay relevant
and manage change well

We highlighted this risk

as amber for most of the
year. To ensure our service
remains relevant in light of
local government devolution,
we continued to engage
with the emerging combined

authorities. We published new

guidance to support them in

integrating complaints systems

into their structures which

are accessible, effective and
accountable. Being reliant on
the involvement of partners,
however, some areas of this
work did not progress as
quickly as we had hoped. Our
2017-18 corporate business

plan prioritises further work
with the leading combined
authorities and government
to encourage a greater focus
on redress in new devolution
deals.

The other significant
changing area in our external
environment is the debate

on ombudsman reform. We
continued our commitment
to work more closely with the
PHSO. The Joint Working
Team, which was set up

to investigate the most
complex cases which cross
over the two organisations’
jurisdictions, expanded and

became part of our core work.
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Government published the
draft bill for a public service
ombudsman in December. We
had, along with colleagues

at PHSO, fully supported the
process and our considerable
experience of working

with local government and

its unique accountability
structures was evident in the
draft legislation. However, it
remains a medium level risk
given the uncertainties around
implications for the LGO as

a standalone scheme in the
short to medium term.

An analysis of this position
and the implications for the
‘going concern’ status of LGO
is set out on the next page.

Making a Difference
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The status of LGO

in the year ahead:
explanation of the
adoption of the going
concern basis

In December 2015 the
Government published ‘A
public service ombudsman:
government response to
consultation’. This document
emphasises Government’s
intention to create a single
public services ombudsman,
integrating the existing
jurisdictions of the Local
Government Ombudsman
(LGO) and the Parliamentary
and Health Service
Ombudsman (PHSO). A
year later, on 5 December
2016, a Draft Public Services
Ombudsman Bill was
published setting out proposed
details for such a body.

It is the view of the
Commission Accounting
Officer that these proposals

do not change the going
concern status of LGO in 2017-
18. In forming a judgement
about the overall status of the
organisation, the Accounting
Officer has considered the
steps that would be required

to implement these proposals,
and the inevitable uncertainties
that currently exist around the
timetable and outcome of the
proposed changes. It does not
appear there is any realistic

35

opportunity for the Bill to be
considered by Parliament

until the Autumn of 2017 at

the earliest. Even then, it is
very likely that parliamentary
time for new legislation will

be difficult to secure due to
competing demands arising
from the UK’s decision to leave
the EU. If legislation were to
be introduced and receive
Royal Assent, the Commission
estimates the operational
integration of the LGO and
PHSO schemes would take

a further 18 months, during
which time the LGO would
need to continue to function as
a standalone body operating
its own jurisdiction.

It is not appropriate to try

to anticipate the will of
Parliament, or to speculate
further on the timetable

or nature of any changes
that may follow. However,
given the current context,
the Commission and its
Accounting Officer are
satisfied these proposals do
not give rise to a material
uncertainty around the going
concern status of LGO at this
stage. The Commission’s
accounts have therefore been
prepared on a going concern
basis. The Commission

and the Executive Team

will continue to monitor and
engage with these proposals
as they develop.
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Nigel Ellis
Chief Executive Officer
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Directors’ report

Leadership and
direction

The Board of the Commission
for Local Administration in
England oversees the work

of the Local Government
Ombudsman scheme,
providing strategic direction
and governance. The Board is
chaired by Michael King, who
is also appointed as the Local
Government Ombudsman.
Dame Julie Mellor, the
Parliamentary and Health
Service Ombudsman, has
been an ex-officio member

of the Commission during
2016-17 and this role has now
passed to Rob Behrens, as the
newly appointed Parliamentary
and Health Service
Ombudsman. The Board

also has three independent
advisory members: Sir Jon
Shortridge, David Liggins

and Carol Brady MBE. The
Secretary to the Commission
is Nigel Ellis, the LGO’s Chief
Executive and Accounting
Officer, who has prepared

this report on behalf of the
Commission. Further details of
the Commission’s governance
arrangements are set out in
the Governance Statement
within this report.

The LGO’s Executive Team is
responsible for the operational
direction and delivery of

the scheme. The Executive

Team (ET) now comprises
the Ombudsman, the Chief
Executive, the Director of
Intake & Assessment, the
Director of Investigation

and the Head of Policy &
Communications. ET meets
monthly and makes key
decisions about staffing,
operational policy, risk,
business planning, finance,
accommodation, technology,
data, and service delivery
issues.

The Executive Team

works with a wider group

of managers - the LGO
Leadership Team - to facilitate
inclusive and effective
decision-making about the
running of the scheme and
good communication with
staff. The Leadership Team
comprises 18 corporate and
casework managers, each of
whom has lead responsibility
for a particular aspect of
corporate management in
addition to their own team
management role. Sub-groups
of the Leadership Team meet
separately with ET to focus on
the management of casework:
in particular casework
performance and quality, the
dissemination of learning

and the delivery of corporate
support functions.

This is the second full year in
which the LGO has operated
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with a Chief Executive/
Accounting Officer. The
five-person Executive Team
is a new development to
broaden the direct input into
key decision-making and
operational scrutiny.

Staffing

Monthly monitoring of staffing
levels against planned
establishment and budget is
carried out by the Executive
Team, using clear performance
measures set for staffing
numbers and costs. This
ensures LGO maximises its
staffing capacity at all times.
On average throughout the
year, the actual number of staff
in post has been more than
95% of the maximum staffing
establishment set by DCLG
and has at no time exceeded

it.

Turnover and the proportion of
days lost due to sickness have
remained well below the sector
average. When vacancies
have arisen, they have
generally been filled promptly,
including investigators,
complaints advisors, assistant
ombudsmen and the Chief
Executive. Towards the end

of the year, a restructure

of the Executive Team was
undertaken which included
making appointments to two
new posts: Director of Intake

Making a Difference
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Accountability
Report

& Assessment and Director
of Investigation to replace
Director of Operations.

Accommodation

LGO works within Government
spending controls and
property rules which, amongst
other things, require public
bodies to relocate from
privately leased offices to
lower cost accommodation
within the Government
Estate. LGO has previously
relocated its three offices in
London, Coventry and York
to shared accommodation

in Government owned
buildings and now delivers

its services from these
settings. This continues to
represent a significant annual
saving for the Department
for Communities and Local
Government (DCLG), when
compared to the previous
arrangements.

Sponsor arrangements

LGO continues to enjoy a
constructive and professional
relationship with its sponsor
department, the Department
for Communities and Local
Government. The Accounting
Officer met regularly with
officials from the Arms
Length Bodies Sponsorship
Partnership and Delivery
Unit and there have also

been helpful meetings with
the Director General, Local
Government and Public
Services. In addition, LGO
participates in constructive
meetings between different
Arms Length Bodies, hosted
by DCLG.

As an Arms Length Body,
LGO’s relationship with

its sponsor Department

is formally set out in a
Framework Document. The
Commission, its Chair and
Accounting Officer have acted
in accordance with the terms
of that agreement throughout
the year.

The current framework
document was agreed as a
draft in 2016, following detailed
discussions with DCLG, and

it emphasises the distinct
character and independence
of the LGO scheme. Formal
approval of this document

is still awaited and is

expected shortly. Working
arrangements with DCLG have
remained clear and effective
over the course of the year.

Budget

In addition to the 37% real
terms efficiency savings
already made by LGO in the
previous spending review
period, further savings were
successfully made in 2016-17,
primarily from back office and
accommodation costs. While
this was achieved without
detriment to the service or

to staff, all involved now
recognise LGO operates on
an extremely lean budget.

As a result, LGO has limited
resilience to respond to
unexpected pressures arising
from changes in demand for
its service, fluctuations in its
capacity to meet that demand,
or from even relatively minor
systems failures.

As in previous years, the

LGO Executive Team and
Head of Finance prepared

a detailed business case for
DCLG in 2016 setting out

the funding history of LGO,
current spending patterns, and
proposals for future budgets.

The budget for
2017-18 has been agreed by
DCLG as £10.73 million.
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Pension arrangements

LGO staff are eligible for

a defined benefit pension
provided by the Local
Government Pension Scheme.
Most staff have chosen to

be members of this scheme,
which is operated on behalf of
the LGO by the Local Pensions
Partnership (LPP), previously
known as the London Pension
Fund Authority.

The Directors estimate that at
31 March 2017 the scheme
has a surplus of approximately
£1.4 million when measured
on the basis used for the
purposes of calculating future
contribution rates (at 31 March
2016 there was an estimated
deficit of approximately £2
million on this basis). The
Commission has obtained
funding for and made one off
payments towards the pension
liability in March 2015 (£5.6
million) and March 2016 (£1.52
million) and remains committed
to managing and funding the
pension liabilities through
working with DCLG, who are
the ultimate guarantor of the
LGO scheme. The scheme
continues to admit new
members.

In the Financial Statements,
the pension deficit is
calculated on a different basis
using a range of assumptions

chosen by management, with
advice from the actuary, in
accordance with International
Accounting Standards (IAS
19). These assumptions are
more conservative than those
used for the purposes of
calculating future contribution
rates, and they result in a
significant increase in the
estimated liabilities of the
scheme. Under this basis, the
scheme has a deficit of £32.4

million at 31 March 2017 (2016:

£24.9 million). This deficit is
shown in the Statement of
Financial Position on page 68
and more details are available
in Note 12 to the Accounts on
page 86.

In the previous year (February
2016) the sponsor Department
approved an LGO business
case seeking £1.52 million

to reduce the Commission’s
outstanding pension deficit

as it was at that time. As the
scheme is in surplus at 31
March 2017 on the basis used
for the purposes of calculating
future contribution rates, no
such funding was sought this
year.

The size of the deficit is

very sensitive to changes in
assumptions and this can
result in volatility from year
to year. Employer payments
to reduce any deficit are
determined every three years
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by the scheme actuary and
are calculated on the basis
used for the purposes of
calculating future contribution
rates that will target a funding
level of 100% in the medium
term. 2016-17 was the final
year of the previous three
year schedule of payments
and the actuary agreed the
Commission did not need to
make any deficit payments
because of the individual
payments of £5.6million

and £1.52million made in
March 2015 and March 2016
respectively. The scheme
actuary completed a new
triennial valuation as at 31
March 2016 and issued a
schedule of payments covering
the three years from 2017-18.
This confirms the Commission
is not required to make any
deficit payments in 2017-20
because the scheme has a
small surplus. In 2017-18 the
Commission will continue to
make the normal ongoing
contributions at a rate of 13.8%
of pensionable salaries (in
2016-17 this was 14.6%).

The scheme is a multi-
employer scheme with
employers from the education,
charity, local government

and private sectors. As

many unrelated employers
participate in the scheme,
there is an orphan liability risk
where employers leave the

Making a Difference
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scheme but with insufficient
assets to cover their pension
obligations so that the
difference may fall on the
remaining employers.

In the unlikely event that the
Commission withdrew from
the scheme, or the scheme
was wound up, a cessation
valuation will be carried out in
accordance with Regulation
64 of the LGPS Regulations
2013 which will determine

the termination contribution
due by the Employer, on a
set of assumptions deemed
appropriate by the Fund
Actuary. The Executive
Directors estimate that the
Commission’s liability (and
ultimately DCLG’s liability)
would be approximately £43m
in this event.

Procurement

LGO has conducted a

review of its IT systems and
Operational Support services
to ensure they are efficiently
and effectively supporting core
work. This resulted in the IT
and Facilities Helpdesks being
brought together into one
function. There was a forward
work programme to implement
new systems and replace life-
expired hardware and software
that will continue throughout
2017-18.

Payment of suppliers

LGO has continued its
commitment to ensuring
prompt payment to its
suppliers; demonstrated by
adherence to an agreed target
to pay 98% of suppliers within
30 days. Performance against
this standard is reported at
each meeting of the Audit and
Risk Assurance Committee.
In the course of the year LGO
met its target, making 98%

of supplier payments on time
(99% in 2015-16).

Legal and litigation

It is possible for complainants
to pursue judicial review if they
are dissatisfied with certain
aspects of their case. This

is a court process looking at
legal flaws and not an appeal
against the Ombudsman’s
decision. In the course of the
year LGO received 19 potential
judicial reviews through

the issuing of a pre-action
protocol (which the Court
expects parties to use before
commencing an application

for judicial review). There

were a further seven potential
judicial reviews where this
protocol was not followed. No
judgments were made that
were critical of LGO decisions
during the course of the year.
By the end of the year we were
awaiting a verdict on one case.

Over the year, LGO received
external legal advice and
representation from Bevan
Brittan, who were identified
from a panel of legal firms
procured jointly with the
PHSO. These arrangements
have worked well in

practice and feedback from
Investigators is extremely
positive in comparison to

the previous arrangement of
employing in-house solicitors.
However, in 2017-18, LGO will
be putting this service out to
tender to encourage external
competition and ensure the
organisation is obtaining the
best value for money.

Business plan

Each year, LGO sets out its
business goals and proposed
outcomes in the form of

a detailed business plan.

This includes milestones for
delivering key actions and
measures of success. Each
item in the Business Plan has
a senior responsible officer
and a delivery lead who work
together, often with the support
of a small team of other staff.
The key business benefits
associated with each initiative
are also identified and tracked.
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Each item links explicitly to
one of LGO’s four Strategic
Objectives:

1. We provide an excellent
service that is easy to find
and use

2. We deliver effective
redress through impartial,
rigorous and proportionate
investigations

3. We use what we learn from
complaints to improve local
public services

4. We are accountable to
the public and use public
money efficiently and
effectively.

Progress on delivering the plan
is monitored each month by
the Executive Team and every
item has its own progress
rating, giving details of any
particular or unforeseen
challenges. Progress against
the plan is also discussed
bi-monthly at the Leadership
Team and reported quarterly
to the Board. This helps LGO
to co-ordinate and prioritise its
work activities and resources,
and ensure there is broad
support for, and understanding
of, developmental projects.

For 2016-17, LGO set out a
broad programme of nineteen
significant business initiatives

in its Business Plan and made
excellent progress in pursuing
these to completion. Our
overall delivery performance
improved and we completed
85% of projects in full and to
plan. These included a review
of the organisation’s casework
time targets, launching a

new manual for complaint
handlers, enhancing telephone
skills to aid casework
management, and introducing
a series of changes aimed

at maximising the impact of
LGQO’s casework. We also
continued to consolidate

and grow our Joint Working
arrangements with the PHSO.
The Joint Working team now
handles all our health and
social care complaints and

is fully integrated into our

core business, as described
below in more detail. Several
other initiatives were related
to ombudsman reform and
preparing for the new Public
Service Ombudsman.

A new and critical area of
work we began in 2016-17

was to begin adapting to the
changes in parts of the public
sector. We focused specifically
on those brought about by

the devolution of powers and
resources, and the introduction
of new Combined Authorities
through legislation that enables
councils to collaborate and
take collective decisions

yoday

1
a
o
c
=]
~+
&
g

across boundaries. The LGO’s
aim is to make sure our service
keeps pace and remains
relevant within a rapidly
changing environment.

During the year we worked
hard to engage with the new
and emerging Combined
Authorities, and those
working with them. We made
some important headway,

for example through our
meetings with representatives
of the Manchester Combined
Authority and the West
Midlands Combined Authority.
We started discussions about
the importance that should be
given to complaint handling
among newly devolved
authorities. We emphasised
the need to ensure these new
organisations tackle redress
as an integral part of their role,
with their staff and service
users aware of complaints
procedures and the LGO’s
role. During the year we
developed and published a
set of clear working principles
to help achieve this. We
recognise this is a particularly
challenging area, given the
nature of changes taking place
across the country, but this
work will remain a priority and
continue in our new Business
Plan for 2017-18.

Making a Difference

Page 62 of 170

40



Accountability
Report

Joint working with
other public bodies

In the spirit of fostering joined-
up public services, LGO works
closely with other ombudsman
schemes and regulatory
bodies operating in relevant
sectors. We do this to make
sure we co-ordinate initiatives
wherever possible, avoid
duplication of effort and ensure
services are fully accessible to
the public.

LGO operates an information
sharing agreement and
memorandum of understanding
with the health and social care
regulator, the Care Quality
Commission (CQC). Under this
agreement both organisations
share information that enables
a joined up approach to
improving care services. LGO
decisions are shared with CQC
where a potential breach of
the Fundamental Standards
(nationally agreed minimum
standards of care) is identified.
This enables CQC to identify
themes that feed into Alert
Reports, which in turn may
result in an early inspection

of a care provision. There

are also links between the

two organisations’ websites

to help people find the
information they require from
either organisation. The Intake
Teams in both organisations
have linked up so we can
efficiently transfer members of

the public by phone from CQC
to LGO if they wish to register
a complaint and vice versa.

During the year, LGO
formalised an information
sharing agreement with Ofsted,
with a view to improving each
other’s intelligence of children’s
services. This means
information about complaints
handled by the LGO, that relate
to a local authority’s children’s
services, will be routinely
shared with Ofsted. This will
help to inform its inspection
processes. The same principle
applies following an Ofsted
inspection of a local authority’s
children’s services. Ofsted

will advise the LGO of any
concerns it has about the local
authority’s failure to implement
policy and procedural changes
recommended by the LGO
following an investigation.

This was the second year of
operation for the Joint Working
Team established by the LGO
with the PHSO. To offer a
seamless service to the public,
a small group of LGO staff
and secondees from PHSO
have worked together in an
integrated team. The team

is led by an LGO manager
and uses LGO casework
management systems. It
delivers a joined-up service for
some of the most challenging
and complex complaints
spanning health and social

services investigations.
Originally started as a pilot,
the team is now embedded

as part of LGO’s management
structure. It provides an end-
to-end service, assessing
complaints — whether

they arrive first at LGO or
PHSO — and investigating
potentially complex issues
which overlap the jurisdictions
of both schemes. This has
shown itself to be a more
customer-focused approach.
During 2016-17 the team
expanded to assess whether
complaints needed detailed
investigation or not. This step
ensured the decisions are
taken by investigators with an
understanding of both health
and social care services.
There continues to be
significant challenges with this
new endeavour — for example
the team has had to deal with
relatively large influxes of older
complaints — but we remain
committed to resolving these
for the benefit of the public.

Throughout the year, the
Ombudsman and LGO staff
have worked with PHSO
colleagues to prepare for
further convergence and to
enable closer cooperation
between the two schemes in
future. Further details about
this work can be found in the
Governance statement.
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Statement of Commission’s and
Accounting Officer’s Responsibilities

The Permanent Secretary

for Communities and Local
Government has appointed the
Chief Executive as Accounting
Officer of the Commission.

The responsibilities of an
Accounting Officer (AO),
including:

> responsibility for the
propriety and regularity
of the public finances
for which the AO is
answerable;

> for keeping proper records;

> for safeguarding the
Commission’s assets;

> for confirming all steps
that ought to have been
taken, have been taken to
make himself aware of any
relevant audit information;

> for establishing the
auditors have been made
aware of that relevant audit
information;

> for confirming the Annual
Report and Accounts as
a whole are fair, balanced
and understandable;

> for confirming he takes
personal responsibility
for the Annual Report
and Accounts and the
judgements required

for determining they
are fair, balanced and
understandable;

are set out in Managing Public
Money published by the HM
Treasury

Under the Accounts Direction
(the most recent version

of which appears in Annex
A), the Secretary of State

for Communities and Local
Government, with the consent
of the HM Treasury, has
directed the Commission

for Local Administration in
England to prepare for each
financial year a statement

of accounts in the form and
on the basis set out in the
Accounts Direction.

The Accounts are prepared
on an accruals basis and
must give a true and fair view
of the state of affairs of the
Commission and of its net
resource outturn, application
of resources, changes in
Taxpayers’ Equity and cash
flows for the financial year.
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In preparing the Accounts,
the Accounting Officer is
required to comply with
the requirements of the
Government Financial
Reporting Manual and, in
particular, to:

> observe the Accounts
Direction issued by the
Secretary of State for
Communities and Local
Government, including the
relevant accounting and
disclosure requirements;

> apply suitable accounting
policies on a consistent
basis;

> make judgements and
estimates on a reasonable
basis;

> state whether applicable
accounting standards as
set out in Government
Financial Reporting Manual
have been followed, and
disclose and explain any
material departures in the
financial statements; and

> prepare the financial
statements on a going
concern basis.

Making a Difference
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The Commission:
membership and
responsibilities

The Commission for Local
Administration in England
(“the Commission”) is the
independent statutory

body created by the Local
Government Act 1974 to
operate the Local Government
Ombudsman scheme.

The Commission is responsible
for:

> ensuring high standards of
corporate governance;

> ensuring that effective and
efficient arrangements are
in place for the delivery of
the LGO service;

> setting and monitoring the
strategic objectives of LGO,
the three year corporate
strategic plan, and the
annual business plan;

> approving and monitoring
annual accounts and
financial estimates;

> ensuring that all statutory
and administrative
requirements for the use of
public funds are complied
with, as advised by the
Commission’s Accounting
Officer;

Governance statement

> agreeing the remuneration
and benefits framework
within which LGO
operates, as advised by the
Remuneration Committee,
and,

> overseeing risk
management and internal
control mechanisms, as
advised by the Audit and

Risk Assurance Committee.

The Commission was chaired
during most of 2016-17 by
Jane Martin, who served

as the Local Government
Ombudsman to the completion
of her term of office on 10
January 2017. Michael King
took up the post of Local
Government Ombudsman

on 11 January 2017 and has
been chair of the Commission
since. Dame Julie Mellor,

the Parliamentary and Health
Service Ombudsman, was
also an ex officio Commission
member during 2016-17. She
was succeeded by the new
Parliamentary and Health
Service Ombudsman, Rob
Behrens, from 6 April 2017.

In addition to the two
Commission members, there
are also three independent
advisory members of the
Commission. These are,
Carol Brady MBE, Sir Jon
Shortridge, who is also the
Chair of the Audit and Risk

Assurance Committee, and
David Liggins, who is also the
Chair of the Remuneration
Committee. The Chief
Executive and Accounting
Officer, and the Director of
Operations have attended
Commission meetings in an
advisory capacity during the
course of the year, together
with other senior staff as
required.

The Ombudsman

Under the Local Government
Act 1974, the personal
authority to investigate
complaints is vested in

the “Local Commissioner”
(the Local Government
Ombudsman). As stated
above, this post was held by
Jane Martin for most of the
year, and then by Michael King
from 11 January 2017.

All matters that relate to
conducting investigations,
exercising statutory discretion,
determining the outcome of
complaints, recommending
remedies, and publishing
casework outcomes are
determined by, or on behalf
of, the Ombudsman. The
exercise of these quasi-judicial
functions is independent of
the Commission, Government,
and Local Government, and
can only be challenged by way
of judicial review.
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So, while the Ombudsman is
accountable to the Secretary
of State for Communities and
Local Government in his role
as Chair of the Commission,
he is accountable to
Parliament in his role as Local
Government Ombudsman.

The Ombudsman has
personally authorised specific
categories of staff within

LGO to make decisions

on casework. This is set

out formally in a scheme

of delegation, enabling the
organisation to operate
efficiently and in line with its
statutory duties.

The governance
framework and the
Local Government Act
1974

The Commission’s governance
framework is structured in line
with the recommendations
contained in the ‘Governance
Review of the LGO’. This was
carried out by Robert Gordon
on behalf of the Secretary

of State for Communities

and Local Government in
2013. These arrangements
provide robust and effective
governance for the LGO
scheme and clarity about

the Ombudsman’s role and
powers. However, the current
arrangements are not reflected
in full in the Local Government
Act 1974.
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Recognising the need to
update this legislation, Robert
Gordon recommended an
early opportunity should be
found to amend the Act to
strengthen the Commission
and provide a proper statutory
basis to operate with one Local
Commissioner (Ombudsman).
Those legislative changes
have yet to be made. But

in December 2016, the
Government published a Draft
Bill to create a new Public
Service Ombudsman.

The Commission welcomes
this development. Among
other benefits, it will ensure
modern governance
arrangements for the new
Ombudsman are included in
statute. Should the Draft Bill
not proceed, we will look for an
opportunity to implement the
governance changes proposed
in 2013.

As the Accounting Officer
appointed part-way through
the year, in preparing

this report | have been

given assurances from my
predecessor that controls
operated effectively during his
tenure.

Making a Difference
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The work of the Commission

Commission and committee attendances in 2016-17 are shown below.

Present

Commission
meetings

(5 in total)

Audit & Risk
Assurance

Committee meetings

(4 in total)

Remuneration
Committee
meetings

(2 in total)

Jane Martin
(Chair and Commission
member to 10 January 2017)

5

4

1

Michael King

(Chair and Commission
member from 11 January
2017)

Dame Julie Mellor *
(Commission member and
Parliamentary & Health
Service Ombudsman)

N/A

Sir Jon Shortridge
(Advisory member and
Audit and Risk Assurance
Committee Chair)

David Liggins

(Advisory member and
Remuneration Committee
Chair)

Carol Brady MBE
(Advisory member)

N/A

* Dame Julie Mellor resigned from her position on the Audit and Risk Assurance Committee in July
2016. Subsequently, Carol Brady joined the committee in July and attended all remaining meetings

in the year.

As in previous years, the
Commission had oversight of
the business plan development
for 2016-17. At each of its
meetings the Commission
monitored progress, using

the pre-agreed milestones
and outcomes. The plan
identified nineteen key areas
of development and delivery.
Each was linked to the
organisation’s four Strategic

Objectives. A more detailed
description of the content and
progress against the year’s
business plan is contained in
the Directors’ Report.
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LGO has adopted and published seven quality and service standards:
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1. Our service is easy to access, we take full account of what people tell us and treat them with

courtesy and respect.

2. We deal with each case promptly, from first contact to final decision.

e

The remedies we recommend are proportionate and appropriate.

4. We exercise our discretion fairly and consistently and are transparent about the process we

follow.

5. Our investigations and assessments are impartial and we make clear, evidence-based

decisions.

6. Our record keeping is accurate and we ensure that the data we hold is kept secure and

confidential.

7. We use the outcomes of complaints to promote wider service improvement and learning.

Adherence to these standards
is monitored through regular
reporting to the Casework
Managers Meeting and the
Leadership Team Meeting.
For each standard there are
several indicators that identify
if the standard is being met.
Throughout the year, the
Commission maintained
oversight of the quality

and service standards and
received assurances they
were generally adhered to.
Where improvements were
needed, they were pursued
in a timely manner. For
example, LGO improved the
way it used information from
regular customer satisfaction
surveys to establish quality
benchmarks for responses to
certain key questions.

The Commission refined its
internal control environment

during the year. This included
amendments to the Risk
Management Policy and Risk
Assurance Map, and updates
to the Financial Instructions
and Financial Regulations. The
key performance indicators
reported to every meeting of
the Commission were also re-
designed. They provide clearer
information both in graphical
and narrative form, including
trend data, to show how
performance is changing over
the course of time.

Before each of its formal
business meetings, the
Commission holds a workshop
session to focus on particular
topics. These provide
members with an opportunity
for broader strategic
discussions that a business
meeting would not normally
allow. This year, workshop

sessions looked at:

>

customer engagement
and satisfaction: provided
an overview of the results
from the rolling customer
satisfaction research

and explained how the
organisation uses this
feedback to identify areas
for improvement;

Combined Authorities/
devolution: explained
LGOQO’s project work in this
area and gave an overview
of the current landscape of
devolution deals and bids;

pensions: explained the
operation of the LGO’s
pension arrangements and
how different valuations
are calculated;

Making a Difference
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> health and safety:
highlighted the main risk
areas and how these are
managed. This included a
discussion about the role
of Commission members,
including Carol Brady who
acts as the Commission’s
health and safety
champion.

In addition to attending the
formal business meetings,
Commission members also
attended a two-day meeting
with LGO managers. This
session reflected on strategic
challenges and contributed to
content development for the
2017-18 business plan.

Register of interests

Members of the Commission
and LGO’s senior executives
are required to complete

a declaration of interests
disclosure form. These
forms are published on the
LGO website. There were

no conflicts of interest that
might compromise the LGO’s
independence or reputation.

Details of members’ interests
are available on the register
of interests at www.lgo.org.
uk/information-centre/about-
us/who-we-are/our-boards/
commission

Commission staff
survey

The Commission continued to
oversee the implementation of
actions arising from the 2016
staff survey. This was sponsored
by Carol Brady, one of the
Commission’s independent
advisory members. Over the
year a range of actions were
taken forward. These included
reviewing and improving internal
communications and adopting a
new approach to recognise and
reward exceptional contributions
made by individual members of
staff

Gifts and hospitality

The Commission’s policy

is to not accept any gifts,
hospitality or benefits from

a third party which might

be seen to compromise

the personal judgement

or integrity of its members

or staff. LGO maintains

a regqister for any gifts or
hospitality that are received
and which are not of a trivial
nature. In the year no gifts or
hospitality were received or
offered that contravened the
Commission’s policy or were of
an exceptional value.

Staff were reminded about
this policy during the year
and, following a discussion at
the Leadership Team, it was
agreed the register should be
published on LGO’s website.

Commission and
committee performance

Performance reviews of all
Commission members and
advisory members were carried
out during the course of the
year. In addition, the Chair of
the Commission undertook
a “360 degree” review. This
sought feedback from other
Commission members,

LGO senior executives, the
sponsor department and key
stakeholders, on what was
working well and what could
improve.

Over the course of the year,
different members of staff were
invited to attend Commission
and Audit and Risk Assurance
Committee meetings as
observers. These individuals
have been invited to feed

back their views to broaden
participation in the work of the
Commission.

Compliance with the
Corporate Governance
in Central Government
Departments: Code of
Good Practice

In so far as the Code applies,
the Commission has applied
the principles of the Code which
requires that bodies operate
according to the recognised
precepts of good corporate
governance in business,
leadership, effectiveness,
accountability and sustainability.
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The Audit and Risk
Assurance Committee

The Commission has an
Audit and Risk Assurance
Committee with an
independent Chair, Sir Jon
Shortridge. Dame Julie Mellor,
the Parliamentary and Health
Service Ombudsman, David
Liggins and Carol Brady (who
replaced Dame Julie Mellor
mid year), both independent
members, make up the
Committee.

Representatives of our internal
and external auditors, the
Accounting Officer and the
Head of Finance also attended
meetings. The Commission
Chair also attends in an
advisory capacity. The minutes
of meetings, together with

any recommendations, are
reported to the Commission.

The Audit and Risk Assurance
Committee advises the
Commission on matters of
probity, regularity (including
compliance and financial
reporting), prudent and
economical administration,
efficiency and effectiveness
as identified by internal

and external audit, and

the performance of the
Commission’s system of
internal control. In particular,
this entails monitoring

and scrutinising the work
completed during the year by

the Government Internal Audit
Agency, the Commission’s
internal auditors. The
Committee undertakes its
duties while having regard

to the five good practice
principles contained in the

HM Treasury Audit and Risk
Assurance handbook.

During the year the Committee
met four times. At least

one representative of the
National Audit Office and

the Government Internal

Audit Agency attended each
meeting.

The Committee reviewed its
terms of reference (which had
been updated in February
2016) and compared them
with the HM Treasury model
terms of reference. The
Committee reviewed the
Commission strategic risk
register at each of its meetings
and was satisfied risks were
being effectively managed.

An internal audit plan for the
year, containing six audits,
was agreed. The details

of these reports and the
associated assurance opinions
are set out in the table on page
50. The Committee monitored
audit recommendations on a
regular basis and welcomed
the timely manner in which
recommendations were
implemented.
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During the year, the
Committee undertook two
separate ‘deep dive’ reviews
of specific strategic risks.
The first was in June 2016
and examined strategic risk
five. This related to the future
resources available to LGO.
In October 2016 it looked at
strategic risk six which was
about staying relevant and
managing change well. Both
reviews were considered

to be a useful opportunity

for the Committee to reflect
on important aspects of
strategic risk and make helpful
suggestions for the future. It
is planned to continue with this
approach in different areas
during 2017-18.

The Committee received
regular reports on fraud and
there were no incidences

of fraud identified over the
course of the year. The
Accounting Officer and the
Head of Finance undertook
an annual assurance exercise
in March 2017. This involved
managers from all parts

of the organisation and all
budget holders, as part of a
Leadership Team meeting.
The exercise looked at how
effective our controls were
for bribery, fraud and key
business risks. It checked
the financial regulations and
other key policies had been
complied with.

Making a Difference
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The Leadership Team
confirmed there were no
significant areas of concern.
They unanimously agreed

to minute their positive
assurance that no incidences
of fraud or bribery had been
identified during 2016-17. They
confirmed they had no material
concerns about the operation
of LGO controls in relation to
fraud, bribery, financial control
and risk.

The Audit and Risk Assurance
Committee produced an
Annual Report on its work.
This was presented at the
Commission meeting when
the Annual Accounts were
submitted for approval.
There were no significant
issues arising during the
course of the year. The
Committee also reviewed

the draft Annual Accounts
for 2016-17, including this
Governance Statement, and
submitted comments on these
before their approval by the
Commission. The Committee
was pleased to note the
accounts were completed on
time and in accordance with
the agreed NAO timetable.

The Committee undertook
its annual review of its
effectiveness in May 2016.
The review was used to
reinforce the Committee’s
understanding of the five

good practice principles for
Audit and Risk Assurance
Committees. These are

is of the opinion that the
Accounting Officer can be
satisfied that the control
framework, governance
arrangements and risk
management processes
for which he is responsible
are operating effectively
and are appropriate to the
Commission’s needs.

contained in the HM Treasury
Audit and Risk Assurance
handbook. Good practice
examples, as observed by
the NAO at other Committee
meetings, were shared. The
review also included a look
at examples of good time
management of Committee
business, assurance
frameworks and how they
work in practice, and a refresh
of the core requirements of
terms of reference and how
they can be used as a tool to
drive Committee business. A
number of actions were agreed
to ensure that the Committee
remained effective. Overall,
the Committee was satisfied
with its performance.

The Committee is satisfied
with the comprehensiveness,
reliability and integrity of the
assurances it has received
from GIAA as internal auditor,
and with the service provided
by the NAO as external
auditor. It is also satisfied
that the assurances GIAA
have provided are sufficiently
comprehensive to meet the
Commission’s needs.

Overall, and taking account
of all the evidence it has
considered during the course
of the year, the Committee
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Internal Audit

As with previous years,

the Commission’s Internal
Auditor for 2016-17 was

the Government Internal
Audit Agency. It undertook a
programme of six audits over
the course of the year, as

well as follow-up reports that
reported progress of actions
taken on recommendations
from the audit work. This
was in accordance with an
audit plan agreed by the LGO
Executive Team and endorsed
by the Audit and Risk
Assurance Committee. The
internal audit programme was
informed by the strategic risks
identified by the Commission,
and the operational and project
risks identified in the LGO’s
risk registers.

The Government Internal

Audit Agency and the external
auditors (National Audit Office)
were given ready access to the
Audit Committee and its Chair,
the Commission and its staff,
as appropriate.

The table on this page sets
out the reports received, and
the associated assurance
opinions. The Government
Internal Audit Agency provides
assurance on a four point
scale of which ‘Substantial’ is
the highest and ‘Moderate’ the
second highest.
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Assurance Level

Financial controls Substantial
Counter fraud Substantial
IT review of cyber security | Substantial

IT systems, equipment and

N/A (Advisory Report)

Harmonisation

processes
Governance and risk Moderate
management

Governance and N/A (Advisory Report)
Ombudsman

IT systems, equipment and
processes was an advisory
report commissioned by LGO
to help the organisation to
benchmark, assess value for
money and ensure that its IT
systems were fit for purpose.

The governance and risk
management audit provided
moderate assurance because
certain processes needed
updating to reflect recent
organisational changes and to
be fully aligned with business
needs and practices. The
remaining audits on financial
controls, counter fraud and
cyber security provided
substantial assurances. The
overall level of assurances
were an improvement on the
previous year.

All audit recommendations
and management responses
are formally recorded.

They are monitored by the

Executive Team and are
reported to each meeting of
the Audit and Risk Assurance
Committee. The Committee
monitored these audit
recommendations on a regular
basis. It was fully satisfied

that the LGO takes internal
audit recommendations
seriously, as is evidenced by
the timely manner in which
recommendations were
implemented. At the end of
the financial year, all of the
recommendations had been
completed by the due date,
other than a minor point

about reviewing the terms of
reference for the Remuneration
Committee. It was agreed this
would be carried out in May
2017, rather than January 2017.

Based on the work undertaken
during 2016-17, the Head of
Internal Audit provided the
Committee with the following
overall assurance assessment:
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“In my opinion some
improvements are required

to enhance the adequacy

and effectiveness of the
framework of governance, risk
management and control.” This
is the same level of assurance
provided in 2015-16. There
were no findings that materially
compromise the LGO’s system
of internal control and there
were no qualifications to this
opinion.

Risk Management

The Commission is
responsible for monitoring
and reviewing strategic risks
affecting the organisation and
its ability to deliver its four
Strategic Objectives.

To identify and assess sources
of risk assurance for each of its
strategic risks, the Commission
has a risk management policy,
a strategic risk register, and a
risk assurance map. The key

strategic risks, which were
updated by the Commission in
February 2017, and their end-
of-year RAG rating are in the
table (below).

Operational and project risk
registers were updated and
reviewed by the Executive
Team and the Leadership
Team throughout the year.
Appropriate actions were
taken to respond to increased
risk ratings. The strategic

risk register was closely
monitored by the Commission
and was shared with DCLG.
Risk management was also
scrutinised by the Audit and
Risk Assurance Committee
(ARAC), including, for the first
time, ‘deep dive’ reviews of
particular areas selected by
Committee members.

The Commission and ARAC
are satisfied that, throughout
the reporting period, risk was
properly managed and effective

mitigating action was taken
where appropriate.

Further information on the
Amber risk is included on page
34.

The key risks identified and
managed during the year
related to uncertainties about
Cyber security and other IT
risks and the future funding of
the LGO scheme. Both risks
were actively managed over the
course of the year. In addition
the pension deficit remains a
significant long-term liability
using the IAS 19 basis (see
page 38). The Commission
has, however, actively managed
the risk and taken professional
advice, and the scheme is
estimated to have a £1.4 million
surplus at 31 March 2017. More
details are available in the
Directors’ report on page 38
and note 12 on page 86.

We do not deliver an excellent service and we are not easy to find or use GREEN
We deliver ineffective redress because our investigations are not impartial, rigorous | GREEN
or proportionate

We fail to use the learning from complaints to improve local services GREEN
We are not sufficiently accountable to the public GREEN
We fail to use public money efficiently or effectively GREEN
We have insufficient resources to deliver our Strategic Objectives GREEN
We fail to stay relevant and do not manage change well
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Managing information
security risks

Information security continues
to be a high priority for the
organisation, given the large
volume of sensitive information
held on LGO’s computerised
case management system.
The Executive Director of
Operations was designated

as the Commission’s Senior
Information Risk Owner
(SIRO) and was responsible
for overseeing this business
risk during the year. That
responsibility has recently
passed to the newly appointed
Director of Investigation.

LGO information security
policies and procedures
were kept under review by
the Information Security
Review Group. This includes
representation from relevant
staff across the organisation.
Reports were fed from the
Group to managers, the
Executive Team and the
Commission. The Group also
reviewed the information
security incident log. It records
all security incidents and
data breaches. The Group
recommended refining some
procedures as a result. The
Information Security Policy
has since been updated and
improvements communicated
to staff.
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All staff were required to The SIRO completed the
undertake information security = DCLG Departmental Security
training. They had to read Health Check for 2016-17.
and sign to say they had The SIRO formally declared
understood the Information that, in the light of our policies,
Security Policy. The Policy procedures, training and the
includes handling sensitive improvements made during the
information, access security, year, LGO is compliant with
working from home and the relevant protective security
incident reporting. Checks requirements set out in the
were undertaken to ensure Security Policy Framework.
compliance. There were no significant risks
or Security Policy Framework
Information Asset Owners exceptions. There was one
are assigned to ensure breach during the year that
appropriate security, risk required reporting to the ICO.
management, retention and This involved a disclosure of
disposal of electronic and data from a PDF file which the
hard copy data. The LGO member of staff thought had
operational risk register is been redacted. This resulted
also used to track risks and in a change to instructions
ensure the Leadership Team on redacting PDF files. No
and Executive Team are kept further action was required by
regularly updated. the ICO. There were no other

serious breaches.
During the year an IT
security penetration test was
successfully undertaken.
All issues have been fully
addressed other than a small
number of low or very low level
priorities. A disaster recovery
rehearsal was undertaken.
Some learning points were
encountered and noted to
improve the process in future.
A new system for streamlining
the encryption and decryption
of casework emails was also
implemented.

Making a Difference
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The Remuneration
Committee

The Commission’s
Remuneration Committee
advises and makes
recommendations to the
Commission, its Chair and

its Accounting Officer on the
remuneration of senior staff in
the organisation, and the pay
schemes for other staff.

The Committee met twice in
2016-17 and was chaired by
David Liggins, an independent
advisory member of the
Commission. The two other
members were the Chair of
the Audit & Risk Assurance
Committee (Sir Jon Shortridge)
and the Chair of the
Commission (Jane Martin until
10 January 2017 and Michael
King after this point). The
Committee was advised by
the Accounting Officer and the
Head of Human Resources,
except on matters relating to
their personal remuneration.

Over the course of the year,
the Committee:

> independently endorsed
the Chair's annual
appraisal of the Executive
Directors’ performance and
her recommendations on
their performance pay.

> oversaw the fair operation
of the LGO’s Exceptional
Contribution Award
Scheme. Following
moderation by the
Committee, the Executive
Team made eighteen
awards to recognise
exceptional work by staff
across the organisation in
the course of the year, and;

> considered the new
executive arrangements,
providing feedback and
endorsing proposals made
by the Ombudsman.

The Committee continued

to review the Ombudsman’s
performance through a 360
degree appraisal process. This
was undertaken by the Chair of
the Remuneration Committee
against the objectives agreed
with the Committee for 2016-17.

Joint working with
the Parliamentary
and Health Service
Ombudsman

The LGO continued to work
closely with the PHSO. We
looked at opportunities for
closer convergence where this
can lead to a better service
for the public and bodies in
jurisdiction.

As in previous years, we
shared our business plan

with PHSO at an early stage
to highlight opportunities for
collaboration. One example

of this was introducing a new
way to encrypt emails which
was already in use in PHSO.
This enabled us to improve
the way we shared personal
and confidential information
between the two organisations.
It particularly helped our
embedded specialist joint
working team with their
investigations of health and
social care cases. As well as
identifying practical examples,
sharing our business plan also
helped us check our proposed
programme of work would not
present difficulties for further
convergence with PHSO in the
future.

There continued to be regular
communication throughout
the year through a series

of meetings between both
Ombudsmen, meetings
between senior staff and a
joint meeting of both Boards
to discuss strategic issues.
We prepared for a new Public
Service Ombudsman by
agreeing a joint, supportive,
position about the Draft Bill
published in December. We
worked jointly with officials

to provide support wherever
possible. LGO, PHSO,
Cabinet Office, DCLG and
Local Government and HM
Treasury worked together
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to identify an external body

to undertake a detailed
analysis of how the new
Public Service Ombudsman
might best represent value for
money. This work could not
be completed during the year
but LGO remains committed to
supporting its delivery in 2017-
18. This is an evolving area

of work which we continue to
monitor and refine.

LGO has begun to seek expert
advice on the longer term
implications that the proposed
Public Service Ombudsman
may have on LGO pensions.
This, along with other
preparatory work, will continue
throughout the course of 2017-
18.

As detailed in the Directors’
Report, LGO continues to

host a Joint Working Team of
LGO staff and investigators
seconded from PHSO, who
assess and investigate cases
which span the jurisdictions

of both organisations. This
provides a joined-up service to
complainants who rely on both
health and social care and is
providing important lessons
about the problems which occur
at the boundaries between
different organisations.

External advisory
forums and reviews

LGO is impartial when making
judgements on individual
complaints, but we value the
input of different stakeholders
when we are developing

our service. To reflect this,
we operate an independent
advisory forum and have

an independent complaints
reviewer to provide an
additional layer of external
challenge, accountability and
feedback on our work.

The External Advisory Forum
is made up primarily of
members of the public who
have used the LGO service,
plus representatives from the
advice and advocacy sector.
The group met four times
during the year, including a joint
meeting with the Councillor
Forum. The group’s feedback
proved to be invaluable in a
range of areas including on the
LGO’s newly launched website
and how people with additional
needs are supported to use
the service. The feedback
helped inform the procurement
of a staff training programme
to enhance telephone skills,
review of the online complaint
form and the early development
of a customer web-portal,
which is a priority for the 2017-
18 business year.
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The Councillor Forum is made
up of local authority elected
members drawn from different
parts of the country, from

a cross-section of political
opinion. The group met twice in
the course of 2016-17, including
the final meeting of the Forum
in October 2016. One of the
purposes of the group was

to help shape and inform
LGO’s understanding of how
complaints systems will operate
within new local government
structures. The feedback from
the Forum contributed to the
development of a set of key
principles to help combined
authorities deal with the
complaints they receive. This
was published in December
2016.

Over the course of 2016-17,
Graham Manfield continued to
act as the independent External
Reviewer. He audited a random
selection of LGO case files
where the complainant had
expressed dissatisfaction

with some aspect of the case
handling. Mr Manfield’s role

is appointed to on a fixed-

term basis to ensure staff and
managers are responding
properly to such complaints, in
line with the LGO’s established
quality standards. Graham
Manfield’s report is set out
overleaf.
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Statement from the External Reviewer

Graham Manfield, has
served with the Metropolitan
Police and has considerable

investigations and complaints
about service provision.

experience in evidence
handling and supervising

| have been the external
reviewer of the Local
Government Ombudsman
since 2014. In examining
service complaints | aim to
reflect a user-led vision of
the Ombudsman’s service,
giving an impartial view of
whether the Ombudsman
responds effectively and
appropriately, identifying
good practice and making
recommendations if
necessary. My reviews are
also considered as part of
the Ombudsman’s quality
assessment processes.

My reviews in August and
February covered a wide
range of complaints across
all parts of the Ombudsman’s
process and included those
relating to communication
with service users and staff
behaviour. The process for

ensuring that dissatisfaction
with the Ombudsman’s
service is brought to the
attention of managers without
delay also featured. Once
again | found that all of the
service complaints | reviewed
had been appropriately
addressed by managers. As it
is important that complainants
are able to easily access the
service | was again impressed
that the individual needs of
some service users had been
recognised and adjustments
made.

| made recommendations
to the Ombudsman in
respect of only five of

the service complaints

| reviewed, focusing on
improving communication
with complainants and
supervisory processes
including alerting managers

to service complaints. The
Ombudsman has already
introduced improvements
which impacts on customer
service as a result including
revisions to guidance to staff
and the information provided
to complainants. Positive
action has also been taken
towards the recording of
telephone calls which should
increase transparency. |
hope that these measures
will help to improve
standards, demonstrate
accountability and increase
public reassurance.

Graham Manfield
External Reviewer
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Conclusion

As Accounting Officer, | am
satisfied with the effectiveness
of the systems of governance,
risk management and internal
control operating within LGO.

| am also content that the
organisation has operated in
accordance with its framework
agreement and has complied
with all relevant external
controls and requirements at all
times.

As | did not take up my current
post as Accounting Officer until
February 2017, | have received
a letter of assurance from the
former Accounting Officer

to confirm that he too was
satisfied that control systems

operated effectively during the
period for which he acted as
Accounting Officer.

| am also satisfied that the
LGO has adopted principles

of the Corporate Governance
in Central Government
Departments: Code of Good
Practice, as far as is relevant,
practical and appropriate for an
arms-length body.

| am satisfied that LGO has
been able to manage the
organisation’s resources
effectively throughout the year.
Through the hard work and
commitment of its staff, and
the Executive and Leadership
Teams, the organisation has
ensured the efficient delivery
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of a high quality service to

the public in line with LGO’s
strategic objectives. LGO has
performed well against the
goals set out in the Business
Plan. | am satisfied there are
robust systems in place to
identify risks and to ensure
appropriate and timely action is
taken to mitigate their impact. It
remains the case that, following
the significant reductions in
funding in recent years, the
organisation’s resilience to deal
with unexpected changes in
external demand or fluctuations
in internal capacity is limited.
However, | am satisfied these
resources are deployed
effectively and are fully focused
on delivering an excellent
service in line with LGO’s
statutory responsibilities.

Nigel Ellis
Chief Executive

26 June 2017
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Remuneration
Committee

During the financial year
2016-17, the Remuneration
Committee met twice and
reported on its activities to the
Commission.

The Committee is made up of
three members appointed by
the Commission. In the year in
question they were:

> Dr Jane Martin; (retired 10
January)

> David Liggins (Independent
Chair); and

> Sir Jon Shortridge KCB.

> Michael King (appointed 11
January)

Remuneration Policy

For 2016-17 a 1.0% pay award
was granted with effect from 1
April 2016. There was no pay

award in 2015-16.

Ombudsman

The Local Government
Ombudsman is a Crown
appointment whose
remuneration is determined
by the Secretary of State but
funded by the Commission’s
budget.

Dr Jane Martin’s term of office

expired on 10 January 2017
and she was replaced by
Michael King for a fixed term
period of seven years.

Ex officio Commissioner

Dame Julie Mellor DBE was
an ex officio Commissioner
and the Parliamentary and
Health Service Ombudsman
(PHSO) and was replaced by
Rob Behrens in April 2017.
The PHSO is not remunerated
in respect of its statutory
responsibilities as an LGO
Commissioner.

Advisory Members

The current members are Sir
Jon Shortridge, Chair of the
Audit and Risk Assurance
Committee, David Liggins,
Chair of the Remuneration
Committee and Carol Brady.
The members’ remuneration
consists of a day rate plus
out of pocket expenses; no
pension benefits are accrued.
All members must give three
months’ notice to terminate
their contract.

The remuneration paid

to Advisory Members is
determined by the Commission
in agreement with Department
for Communities and Local
Government (DCLG). It is
based on the anticipated
number of days to be worked.

Remuneration and Staff Report

Senior staff

The three senior staff are
full-time employees of the
Commission and have the
same pay scheme with the
following key elements:

Base pay

Base pay is analogous to
Senior Civil Service Band 1.

London weighting

London weighting is analogous
to that of the National Joint
Council for Local Government
(NJC).

Notice period

The senior staff contracts are
open ended, with a 12 week
notice period.

Any consolidated increase
within the pay band has to be
agreed by the Secretary of
State for DCLG and is subject
to the terms of the Senior Civil
Service Reward Scheme. Any
consolidated increase in base
salary is based on personal
performance, the Review Body
on Senior Salaries (SSRB),
recommendations, government
pay policy and DCLG
guidelines. Any proposal from
the Commission to DCLG is
subject to advice from the
Remuneration Committee.
Non-consolidated and non-
pensionable performance-
related bonus payments may

57

Page 79 of 170

LGO Annual Report and Accounts 2016-17



yoday

1
a
o
c
=]
~+
&
g

Remuneration of senior staff (audited by the Comptroller and Auditor General)

Name Position Salary Benefits Pension Total Salary Benefits Pension Total
£000 in kind Benefits £000 £000 in kind Benefits” £000
(To £000 (To £000
nearest nearest
£100) £100)
Jane Ombudsman 105-110 - (252) (145)-(140) 135-140 - 41 180-185
Martin’ & Chair
Michael Ombudsman 105-110 - 115 220-225 95-100 - 142 235-240
King? & Chair
Nigel Chief 90-95 - 43 135-140 90-95 - 30 120-125
Ellis® Executive
Heather Commission - - - - 10-15 - 3 10-15
Lees* Operating
Officer
Paul Director of 0-5 - 2 5-10 - - -
Conroy?® Intake and
Assessment

Note: No bonuses were paid in 2015-16 and 2016-17.

1. Jane Matrtin retired as the Local Government Ombudsman and Chair of the Commission on 10 January 2017 her full-
time equivalent salary was £140,000. At retirement, she exchanged an element of her accrued pension for a pension
lump sum of £96,000, resulting in a reduced pension. The calculation of pensions benefits are defined under the FReM
and include a multiple of 20 times the real decrease in the pension, offset by the real increase in the lump sum, hence

the pensions benefit is negative.

2. Michael King served as Chief Executive (full time equivalent salary £97,930) until 10 January 2017 when he was
appointed Local Government Ombudsman and Chair of the Commission (full time equivalent salary £140,000).

w

with effect from 8 February 2017 (full time equivalent salary of £101,300).

N oA

be awarded as part of the
Senior Civil Services scheme
in that year. The approval
arrangements are the same
as for consolidated awards.
Individual performance

is measured through an
appraisal process and is
determined by performance
against objectives linked to the
objectives of the organisation.

Senior staff salaries and
bonuses

Composition of remuneration:
Salary includes gross

salary, reserved rights to
London weighting or London
allowances; recruitment
allowances; private office
allowances and any other
allowance to the extent that it
is subject to UK taxation.

Bonuses are non-consolidated,

Nigel Ellis served as Executive Director of Operations (full time equivalent salary £93,069) until he was appointed as CE

Heather Lees left the Commission on 8 May 2015. Her full time equivalent salary was £84,189.

Paul Conroy was appointed Director of Intake and Assessment on 20 March 2017 (full time equivalent salary £75,395).
Karen Sykes was appointed Director of Investigations on 1 April 2017.
Pension benefits have been restated following a recalculation of CETV data at 31 March 2016 by pensions administrators.

non-pensionable performance
related payments. They are
used to recognise and reward
performance against in-year
objectives.

The monetary value of benefits
in kind covers any benefit
provided by the Commission
and treated by HM Revenue &
Customs (HMRC) as a taxable
emolument. This wholly relates
to business mileage paid in
excess of HMRC rates.

Making a Difference
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Ombudsman and senior staff pension entitlement details (audited by the
Comptroller and Auditor General)

The Ombudsman and his senior staff have the same pension arrangements as other Commission
staff as detailed in note 1.7.

at 31/3/17 2016-17 at 31/3/17 at 31/3/16 2016-17

£000 £000 £000 £000 £000

Jane Martin? 45-50 (17.5)-(15.0) 868 1,012 n/a
Lump sum 95-100 95.0-97.5

Michael King 45-50 5.0-7.5 697 576 104
Lump sum 85-90 5.0-7.5

Nigel Ellis 10-15 2.5-5.0 143 103 28
Lump sum - -

Paul Conroy 15-20 0-2.5 227 226° 1
Lump sum 20-25 0-2.5

1. CETV is the Cash Equivalent Transfer Value. A CETV is the actuarially assessed capitalised
value of the pension scheme benefits accrued by a member at a particular point in time. The
benefits valued are the member’s accrued benefits and any contingent spouse’s pension
payable from the scheme. A CETV is a payment made by a pension scheme or arrangement
to secure pension benefits in another scheme or arrangement when the staff member leaves
a scheme and chooses to transfer the benefits accrued in their former scheme. The pension
figures shown relate to the benefits that the individual has accrued as a consequence of their
total membership of the pension scheme, not just their service in a senior capacity to which
the disclosure applies. The CETV figures and the other pension details include the value of
any pension benefit in another scheme or arrangement that the individual has transferred
to the LGPS arrangements. They also include any additional years of pension service in
the scheme at their own cost. CETVs are calculated within the guidelines and framework
prescribed by the Institute and Faculty of Actuaries. CETV values at 31 March 2016 have
been restated following a recalculation by pensions administrators.

2. Jane Martin retired on 10 January 2017.
3. Paul Conroy’s CETV is as at the appointment date, 19 March 2017
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Staff costs (audited by the Comptroller and Auditor General)

Wages & salaries

Social security

Other pension
costs*

Temporary staff

Redundancy costs

Indirect staffing
costs™*

Total

*This includes £12,002 (2015-16: £11,995) relating to pension payments to a retired Local

2017
£000

Permanently
employed staff

6,483

712
908

8,103

8,103
129

8,232

2017
£000
Others

12

12
68

80

80

2017
£000
Total

6,483

712
920

8,115
68

8,183
129

8,312

yoday

2016
£000
Total

6,471

551
2,904

9,926
239

10,172
98

10,270

Government Ombudsman and a surviving widow. In addition, in 2015-16, it includes a one-
off payment of £1,520,000 towards the Commission’s share of the deficit of the LPFA pension

scheme.

**This is related to training costs, payroll bureau fees and staff recruitment costs.
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Staff numbers (audited by the Comptroller and Auditor General)

At the end of March 2017, the Commission employed 158 FTE (excluding one part time agency
worker) of whom 103 were female and 55 were male.

2017 2016

Average number of full time equivalent staff employed:
Permanently employed 163 159
Other* 1 5
164 164

*Other staff includes short-term contractors and temporary or agency staff.

Staff numbers exclude the Ombudsman as he is not a member of staff, but his remuneration is
shown in the ‘Remuneration of senior staff’ table on page 58.

Reporting of compensation schemes - exit packages (audited by the Comptroller
and Auditor General)

2016-17 2016-17 2016-17 2015-16 2015-16 2015-16
Exit package Number of Number Total Number of Number Total
cost bands compulsory of other compulsory of other
£000’s redundancies departures redundancies departures

agreed agreed

<£10 - - - - 2 2
Total number - - - - 2 2
of exit
packages
Total cost - - - - 1" 1"
(£000)

Redundancy and other departure costs have been paid in accordance with statutory requirements and
entitlements based on length of service set out in the Commission’s standard contract of employment.
Exit costs are accounted for in full in the year of departure or, where earlier, the year in which a legal
or constructive obligation to pay such costs arises. Costs included lump sum payments to the Local
Government Pension Scheme, where applicable.
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Off payroll engagements

There were no off payroll
engagements in the year.

Consultants

Consultants are employed
when it is better value for
money to do so on specific
projects when specialised
skills are required. During the
year, the total expenditure on
consultants was £14,843

Sickness absence data

During the year 1,348 working
days were lost through
sickness absence: 541 of
which were due to long term
sickness absence. This
equates to 3.2% of working
time lost (2015-16: 2.9%).
This compares to a national
average of 3.3% (as reported
in the Chartered Institute of
Personnel and Development
absence management report
published in October 2016).
There were no reportable
trends in the period.
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Fair Pay disclosures (audited by the Comptroller and Auditor General)

2016-17 2015-16
Band of the highest paid individual total (£'000) 135-140 135-140
Median Total Remuneration 41 41
(£°000)
Ratio 1:3.3 1:3.4

In 2016-17, no employees (2015-16: nil) received remuneration in excess of the highest-paid
Commission member. Remuneration ranged from £19,179 to £140,000 (2015-16: £18,989 to
£140,000). Total remuneration includes salary, non-consolidated performance-related pay and
benefits-in-kind. It does not include severance payments, employer pension contributions and the
cash equivalent transfer value of pensions. All employees are paid above the living wage rate.

The banded remuneration of the highest paid Commission member in 2016-17 was £135,000-
£140,000 (2015-16: £135,000-£140,000). This was 3.3 times (2015-16: 3.4) the median
remuneration of the workforce, which was £41,239 (2015-16: £40,830).

Advisory Members’ Remuneration (audited by the Comptroller and Auditor
General)

The remuneration of the Advisory Members is as follows:

Status 2016-17 2015-16
Total Remuneration Total remuneration
Carol Brady Advisory Member £4.663 £2.454
(including £788 (including £454 expenses)
expenses)
David Liggins Advisory Member £6,051 £5,432
(including £1,049 (including £1,427 expenses)
expenses)
Sir Jon Shortridge Advisory Member £5,429 £5,600
(including £429 (including £600 expenses)
expenses)

LGO Annual Report and Accounts 2016-17
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Employment of People
with Disabilities

The Commission gives full
and fair consideration to
applications for employment
made by people with
disabilities. Candidates for
employment or promotion
will be assessed objectively
against the requirements for
the job, taking account of
any reasonable adjustments
that may be required for
candidates with a disability.
Disability will not form the
basis of employment decisions
except where necessary.

If a member of staff becomes
disabled, the Commission will
make reasonable adjustments
to its standard working
practices, arrangements or
premises to overcome barriers
caused by disability.

The Commission supports
and encourages all aspects
of the career development
and promotion of staff with
disabilities.

Losses and special
payments (audited by
the Comptroller and
Auditor General)

During the year no losses or
special payments were made
(2015-16: £nil).

Contingent liabilities
(audited by the
Comptroller and Auditor
General)

The Commission does not
have any contingent liabilities.

Nigel Ellis
Accounting Officer & Chief
Executive

26 June 2017
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Parliamentary Accountability &
Audit Report

Accountability
Report

Independent Auditor’s report

The Independent Auditor’s Report to the Commission for Local Administration in England (also
known as the Local Government Ombudsman).

| have audited the financial statements of the Commission for Local Administration in England
for the year ended 31 March 2017. The financial statements comprise: the Statements of
Comprehensive Net Expenditure, Financial Position, Cash Flows, Changes in Taxpayers’ Equity;
and the related notes. These financial statements have been prepared under the accounting
policies set out within them. | have also audited the information in the Remuneration and Staff
Report and the Parliamentary Accountability Report that are described in that report as having
been audited.

Respective responsibilities of the Commission, Accounting Officer and Auditor

As explained more fully in the Statement of Commission’s and Accounting Officer’s
Responsibilities, the Commission and the Accounting Officer are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view. My responsibility
is to audit and express an opinion on the financial statements. | conducted my audit in accordance
with International Standards on Auditing (UK and Ireland). Those standards require me and my
staff to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the Audit of the Financial Statements

An audit involves obtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error. This includes an assessment of:
whether the accounting policies are appropriate to the Commission’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the Commission; and the overall presentation of the financial statements.

In addition | read all the financial and non-financial information in the Annual Report to identify
material inconsistencies with the audited financial statements and to identify any information

that is apparently materially incorrect based on, or materially inconsistent with, the knowledge
acquired by me in the course of performing the audit. If | become aware of any apparent material
misstatements or inconsistencies | consider the implications for my report.

| am required to obtain evidence sufficient to give reasonable assurance that the expenditure
and income recorded in the financial statements have been applied to the purposes intended
by Parliament and the financial transactions recorded in the financial statements conform to the
authorities which govern them.

LGO Annual Report and Accounts 2016-17
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Opinion on regularity

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

Opinion on financial statements

In my opinion:
> the financial statements give a true and fair view of the state of the Commission’s affairs as at
31 March 2017 and of the net expenditure for the year then ended; and

> the financial statements have been properly prepared in accordance with the Framework
Agreement between the Commission and Department for Communities and Local Government
and the Government Financial Reporting Manual.

Opinion on other matters

In my opinion:

> the part of the Remuneration and Staff Report and Parliamentary Accountability Report to be
audited has been properly prepared in accordance with the Government Financial Reporting
Manual; and the information given in the Performance Report and the Accountability Report
for the financial year for which the financial statements are prepared is consistent with the
financial statements.

Matters on which | report by exception

| have nothing to report in respect of the following matters which | report to you if, in my opinion:

> adequate accounting records have not been kept or returns adequate for my audit have not
been received from branches not visited by my staff; or

> the financial statements and the part of the Remuneration and Staff Report and Parliamentary
Accountability Report to be audited are not in agreement with the accounting records and
returns; or

> | have not received all of the information and explanations | require for my audit; or

> the Governance Statement does not reflect compliance with HM Treasury’s guidance.

Sir Amyas C E Morse 28 June 2017
Comptroller and Auditor General

National Audit Office

157-197 Buckingham Palace Road

Victoria

London
SW1W 9SP
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Statement of Comprehensive
Net Expenditure

Financial
Statements

Note 2017 2016
£000 £000

Operating income (79) (57)
Operating expenditure
Staff costs 3.1 8,312 10,270
Pension loss/(gain) 3.2 1,007 (697)
Accommodation costs 4.1 833 933
Office expenses 4.2 362 562
Professional costs 4.3 345 344
Depreciation & amortisation 6&7 172 204
Meeting & travel costs 148 147
Total operating expenditure 11,179 11,763
Net operating expenditure 11,100 11,706
Net interest costs 5 893 916
Net expenditure for the year 11,993 12,622
Other comprehensive expenditure
Items which will not be reclassified
to net operating costs
Pension fund actuarial loss/(gain) 129 5,580 (4,220)
Total comprehensive expenditure 17,573 8,402

The notes on pages 71 to 92 form part of these accounts.

All activities are continuing.

LGO Annual Report and Accounts 2016-17
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Assets

Non current assets

Plant & equipment
Intangible assets

Total non current assets
Current assets

Trade & other receivables
Cash & cash equivalents
Total current assets

Total assets

Liabilities

Current liabilities

Trade & other payables
Provisions

Total current liabilities
Total assets less total current
liabilities

Non current liabilities
Pension scheme liability

Total non current liabilities

Assets less liabilities

Taxpayers’ equity
General Fund

Pension Reserve

Total Taxpayers’ Equity

Note 2017
£000

6 63
7 96

159

8 191
g 2,996
3,187
3,346

10 (939)
1 (72)
(1,011)

2,335

12e (32,405)
(32,405)
(30,070)

2,335
(32,405)
(30,070)

The notes on pages 71 to 92 form part of these accounts.

Nigel Ellis
Accounting Officer
26 June 2017

Making a Difference

Michael King
Chair
26 June 2017
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2016
£000

141
146

287

169
2,914
3,083

3,370

(1,024)

(1,024)
2,346

(24,913)
(24,913)
(22,567)

2,346
(24,913)
(22,567)
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Statement of Cash Flows

Financial
Statements

Note 2017 2016
£000 £000

Cash flows from operating activities
Net expenditure for the year (11,993) (12,622)
Adjustments for:
Depreciation & amortisation 6&7 172 204
Loss on sale of non current assets 4.2 - 5
Finance costs/(income) 5 (12) (17)
(Increase)/decrease in trade & other receivables 8 (22) 191
Increase/(decrease) in trade & other payables 10 (85) (224)
Increase/(decrease) in provisions 11 72 (222)
Non-cash pension charge/(credit) included in net 1,912 236
expenditure for the year
Net cash outflow from operating activities (9,956) (12,449)
Cash flows from investing activities
Purchase of plant & equipment 6 - (72)
Purchase of intangible non current assets 7 (44) -
Proceeds on sale of non current assets - 1
Interest received 5 12 17
Net cash outflow from investing activities (32) (54)
Cash flows from financing activities
Receipts of Grant-in-Aid financing 2 10,070 12,684
Net cash inflow from financing activities 10.070 12,684
Net increase/(decrease) in cash & cash equivalents 82 181
Cash & cash equivalents at beginning of period 2,914 2,733
Cash & cash equivalents at end of period 9 2,996 2,914

The notes on pages 71 to 92 form part of these accounts.
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Note General Pension Total
Fund Reserve Taxpayers’
Equity
£000 £000 £000
Balance at 31 March 2015 2,048 (28,897) (26,849)
Grant-in-Aid financing 2 12,684 - 12,684
Total comprehensive expenditure (12,622) 4,220 (8,402)
for the year
Transfers between reserves in 236 (236) -
respect of pension fund costs
Balance at 31 March 2016 2,346 (24,913) (22,567)
Grant-in-aid financing 2 10,070 - 10,070
Total comprehensive (11,993) (5,580) (17,573)
expenditure for the year
Transfers between reserves in 1,912 (1,912) -
respect of pension fund costs
Balance at 31 March 2017 2,335 (32,405) (30,070)

The notes on pages 71 to 92 form part of these accounts.

Nature and Purpose of Reserves
General Fund

This Fund represents the cumulative surplus of income over expenditure at the date of the
Statement of Financial Position. The majority of this surplus was accumulated under a previous
grant funding arrangement and is therefore largely a historical legacy. It is represented on the
Statement of Financial Position as a cash balance for the ongoing operations of the Commission,
excluding the deficit arising from the Commission’s participation in the Local Government

Pension Scheme. However, the Commission is only able to incur expenditure within its delegated
expenditure limits (DEL) which are agreed with the sponsor Department each year. Approval from
the Department for Communities and Local Government would therefore be needed to draw down
on cash reserves, in excess of DEL.

Pension Reserve

This Reserve represents the liability arising from the Commission’s participation in the Local
Government Pension Scheme, as determined by the scheme actuary. Details of the pension
liability are available in Note 12e on page 86 and also in the Directors’ Report on page 38.

Making a Difference
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Financial
Statements

Accounting Policies

11 Accounting
convention

The Financial Statements are
prepared under the historical
cost convention, modified
only in the case of tangible
and intangible non current
assets which are held at
valuation, if materially different
from historical cost less
accumulated depreciation.
1.2 Basis of preparation
The Financial Statements
have been prepared in
accordance with the 2016-

17 Government Financial
Reporting Manual (FReM)
issued by HM Treasury. The
accounting policies contained
in the FReM apply International
Financial Reporting Standards
as adapted or interpreted

for the public sector context.
Where the FReM permits a
choice of accounting policy,
the accounting policy which is
judged to be most appropriate
to the particular circumstances
of the Commission for the
purpose of giving a true and fair
view has been selected. The
particular policies adopted by
the Commission are described
below. They have been applied
consistently in dealing with
items that are considered
material to the accounts.

Notes to the Financial

13

Critical accounting
judgements and
key sources of
estimation
uncertainty

In the application of the
Commission’s accounting
policies, management is
required to make judgements,
estimates and assumptions
about the carrying amounts of
assets and liabilities that are
not readily apparent from other
sources. The estimates and
associated assumptions are
based on historical experience
and other factors that are
considered to be relevant.
Revisions to accounting
estimates are recognised

in the period in which the
estimate is revised.

1.3.1 Critical judgements

in applying
accounting policies

The following are the critical
judgements, apart from those
involving estimations (see
below) that management

has made in the process of
applying the Commission’s
accounting policies and that
have the most significant effect
on the amounts recognised in
the Financial Statements:

Statements

> Classification of leases
The Commission has
classified all of its leases
of land and buildings as
operating leases, as it
is considered that these
leases do not transfer
substantially all of the risks
and rewards of ownership
to the Commission. The
primary considerations in
this assessment are that
the lease terms do not
represent the major part of
the life of the leased assets
and that the present value
of lease payments at the
inception of the leases do
not represent a significant
part of the value of the
leased assets.

> Asset valuations
The Commission has
concluded that there is
not a material difference
between the fair value of
its tangible and intangible
non current assets and the
depreciated historical cost
of these assets. As a result
of this conclusion, detailed
asset valuations have not
been carried out.

1.3.2 Key sources of
estimation
uncertainty

The following are the key
assumptions concerning
estimation uncertainty at
the end of the reporting
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period, that could have a
significant risk of causing a
material adjustment to the
carrying amounts of assets
and liabilities within the next
financial year.

Valuation of pension scheme
assets and liabilities

The valuation of the
Commission’s defined benefit
pension scheme assets and
liabilities is based on a range
of assumptions covering
variables such as investment
returns, inflation, discount
rate and pensioner lifespans.
The selection of appropriate
assumptions represents a

significant accounting estimate.

Where actual outturns are
significantly different to the
selected assumptions, the
value of scheme assets and
liabilities may be materially
different. The assumptions
are made by management
based on advice from a
professional actuary and are
reviewed annually. In addition,
the scheme is subject to a full
actuarial review on a triennial
basis.
1.4 Grant-in-Aid

The Commission receives
Grant-in-Aid from the
Department for Communities
and Local Government
(DCLG). This type of funding
is classified as financing and

Making a Difference

is recognised directly in the
Statement of Changes in
Taxpayers’ Equity.

Grant-in-Aid is paid monthly
according to the requirements
of the Commission. Grant
income under Grant-in-Aid
financing is accounted for on a
cash basis.

1.5 Going concern

As a result of the revaluation
of pension scheme assets and
liabilities during the year, the
Commission’s Statement of
Financial Position at 31 March
2017 shows net liabilities

of £30m. This reflects the
inclusion of liabilities falling due
in future years which, insofar
as the Commission is unable
to meet them from its other
sources of income, would fall,
in the last resort, to be met by
central Government. Under the
normal conventions applying
to Parliamentary control over
income and expenditure, such
funding may not be issued

in advance of need, but

there is no reason to believe
that, if required, funding and
Parliamentary approval will
not be forthcoming. It has
accordingly been considered
appropriate to adopt a going
concern basis for these
Financial Statements.

On 5 December 2016 a Draft
Public Service Ombudsman
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Bill was published setting out
proposed details to integrate
the existing jurisdictions

of the Local Government
Ombudsman and the
Parliamentary and Health
Service Ombudsman.

It is not anticipated that the

Bill would be considered by
Parliament until the Autumn

of 2017 at the earliest. If,
following parliamentary
process, legislation were to

be introduced and receive
Royal Assent, the Commission
estimates the operational
integration of LGO and PHSO
schemes would take a further
18 months, during which time
LGO would need to continue to
function as a standalone body
operating its own jurisdiction.

Given the current context,

we are satisfied that these
proposals do not give rise to a
material uncertainty around the
going concern status of LGO at
this stage. The Commission’s
accounts have therefore been
prepared on a going concern
basis.
1.6 Value Added Tax

The Commission is registered

for VAT and is able to recover
input VAT on its purchases.
Expenditure is shown net of
recoverable VAT. Outstanding
recoverable VAT is included within
trade and other receivables.
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1.7 Pension scheme

The Commission is an
admitted body of the Local
Government Pensions
Scheme, administered by the
Local Pensions Partnership
(LPP). This is a multi-employer
defined benefit scheme,
accounted for in accordance
with IAS 19 Employee
Benefits.

The Commission’s share of the
scheme’s assets and liabilities
can be identified.

The valuation of the
Commission’s defined benefit
pension scheme assets and
liabilities is based on a range
of assumptions covering
variables such as investment
returns, inflation, discount
rate and pensioner lifespans.
Where actual outturns are
significantly different to the
selected assumptions, the
value of scheme assets and
liabilities may be materially
different.

The assumptions are made by
management based on advice
from a professional actuary
and are reviewed annually.

In accordance with IAS 19
(revised) the Commission
recognises all actuarial
gains or losses in Other
Comprehensive Expenditure.

1.8

Short term employee
benefits

Salaries, wages and
employment-related payments
are recognised in the period in
which the service is received
from employees. The cost of
leave earned but not taken

by employees at the end of
the period is recognised in

the Financial Statements to
the extent that employees are
permitted to carry forward leave
into the following period.

1.9 Tangible non current
assets - plant and
equipment

Individual items of plant

and equipment with a cost

of less than £5,000 are
expensed in the Statement

of Comprehensive Net
Expenditure in the year of
acquisition, except where

they form part of a significant
capital project, the total cost of
which exceeds £5,000.

Items of plant and equipment
and significant capital projects
with a cost of greater than
£5,000 are initially recognised
at cost and depreciated over
their useful economic life on a
straight line basis.

The ranges of useful economic
lives of assets currently in use
are as follows:

> Furniture and fittings 2-7
years

> Information technology 3-4
years

All items of plant and
equipment are held at
depreciated historical cost,
as this is considered to be
an appropriate proxy for fair
value. All assets held by the
Commission have a short
useful life or a low individual
value (or both). Where there
is an indication that individual
assets may be impaired,

an impairment review is
conducted and assets are
written down to the lower

of their carrying amount

and recoverable amount, in
accordance with IAS 36 and
the HM Treasury Financial
Reporting Manual.

110 Intangible non current
assets

Individual intangible assets
with a cost of less than

£5,000 are expensed in the
Statement of Comprehensive
Net Expenditure in the year

of acquisition, except where
they form part of a significant
capital project, the total cost of
which exceeds £5,000.
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Intangible assets with a cost
of greater than £5,000 are
initially recognised at cost and
amortised over their useful
economic life on a straight line
basis.

The range of useful economic
lives of assets currently in use
is as follows:

> Software licences 4-5
years

All intangible assets are held
at amortised historical cost,
as this is considered to be an
appropriate proxy for fair value.
The Commission does not
believe there to be a material
difference between the fair
value (as determined by
amortised replacement cost)
and the amortised historical
cost of intangible assets.

Where there is an indication
that individual assets may

be impaired, an impairment
review is conducted and
assets are written down to the
lower of their carrying amount
and recoverable amount, in
accordance with IAS 36 and
the HM Treasury Financial
Reporting Manual.

Making a Difference

111 Leases (Commission

as lessee)

Leases are classified

as finance leases when
substantially all the risks and
rewards of ownership are
transferred to the lessee.

All other leases are classified
as operating leases. The
Commission does not currently
have any assets held under
finance leases.

Operating lease payments are
recognised as an expense on
a straight line basis over the
lease term. Lease incentives
are recognised initially as a
liability and subsequently as
a reduction of rentals on a
straight line basis over the
lease term.

112 Financial Instruments
Financial assets

Financial assets are
recognised when the
Commission becomes party
to the financial instrument
contract or, in the case of
trade receivables, when the
goods or services have been
delivered. Financial assets
are derecognised when

the contractual rights have
expired or the asset has been
transferred.

Financial assets are initially

Page 96 of 170

recognised at fair value.

Financial assets are classified
into the following categories:
financial assets at fair value
through profit and loss; held to
maturity investments; available
for sale financial assets, and
loans and receivables. The
classification depends on

the nature and purpose of

the financial assets and is
determined at the time of initial
recognition.

The Commission currently only
holds cash deposits with its
bankers, Lloyds Bank PLC.

Loans and receivables
Loans and receivables are
non derivative financial assets
with fixed or determinable
payments which are quoted

in an active market. They are
measured at amortised cost
less any impairment.

Financial liabilities

Financial liabilities are
recognised in the Statement
of Financial Position when the
Commission becomes party
to the contractual provisions
of the financial instrument or,
in the case of trade payables,
when the goods or services
have been received. Financial
liabilities are derecognised
when the liability has been
discharged, that is, the liability
has been paid or has expired.
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Financial liabilities are
classified as either financial
liabilities at fair value through
profit and loss or financial
liabilities at amortised cost.

Financial liabilities are initially
recognised at fair value.

113 Changes in
Accounting Policy

The Commission has
considered, in accordance
with IAS 8, whether there
have been any changes to
accounting policies arising
from IFRS and the FReM
which have an impact on the
current or prior period, or

may have an effect on future
periods. The Commission

has also reviewed any new or
amended standards issued by
the International Accounting
Standards Board (IASB) but
not yet effective, to determine
if it needs to make any
disclosures in respect of those
new IFRSs that are or will be
applicable.

The Commission has not
applied any changes in
accounting policy in the current
period.

The Commission does not
believe there are any changes
to accounting policies that
may have an impact on future
periods (see 1.14).

114 International Financial
Reporting Standards

(IFRS)

IAS 8 requires disclosures

in respect of new IFRS,
amendments and interpretations
that are, or will be applicable
after the reporting period. IASB
has issued IFRS 9 ‘Financial
Instruments’ and IFRS 15
‘Revenue from Contracts with
Customers’, both of which are
effective from 2018-19 but are
expected to have no impact on
the Commission.

IASB has also issued IFRS 16
‘Leases’ which is effective from
2019-20. The standard largely
removes the distinction between
operating and finance leases for
lessees by introducing a single
lessee accounting model that
requires a lessee to recognise
assets and liabilities for all
leases with a term of more

than 12 months, unless the
underlying asset is of low value.

The most significant effect of the
new requirements will therefore
be an increase in lease

assets and liabilities on the
statement of financial position.
However, as IFRS 16 is yet to
be endorsed by the EU and its
application in the public sector
context is yet to be confirmed by
the FReM, early adoption is not
permitted.

Financial Reporting Manual
(FreM)

Every year HM Treasury issues
a new FreM, which interprets
IFRS for the public sector. There
are no known changes which
will affect the Commission.

115 Provisions

The Commission provides
for obligations arising from
past events where there is a
present obligation at the date
of the Statement of Financial
Position, if it is probable that
we will be required to settle
the obligation and a reliable
estimate can be made, in line
with the requirements of IAS
37.
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2 Grant-in-Aid

The Commission received funding of
£10,070,000 from the Department for
Communities and Local Government
(DCLG) in 2016-17. In 2015-16 in
addition to the core funding, Grant-
in-Aid was received for office
relocation (£572,000) and a one-off
payment towards the pension deficit
(£1,520,000). In 2015-16 funding was
also received via DCLG from the
Department for Education. Grant-in-
Aid is accounted for in the Statement
of Changes in Taxpayers’ Equity, as
discussed in note 1.4.

2017 2016

£000 £000

DCLG 10,070 12,601
DfE - 83
10,070 12,684

Represented 2017 2016
by: £000
Revenue 10,023 12,529
Capital 47 155
10,070 12,684

Making a Difference

31 Staff costs

Wages & salaries
Social security

Other pension costs*

Temporary staff

Redundancy costs

Indirect staffing costs**

Total

Analysis of Commissioners’/Senior Management’s

2017

£000
Total
6,483
712
920

8,115
68

8,183
129

8,312

2016

£000
Total
6,471
551
2,904

9,926
239

10,172
98

10,270

salaries can be found on page 58 in the Remuneration

and Staff Report.

*This includes £12,002 (2015-16: £11,995) relating

to pension payments to a retired Local Government
Ombudsman and a surviving widow. In addition in 2015-
16, it included a one-off payment of £1,520,000 towards
the CLAE share of the deficit of the Local Government

Pension Scheme. In 2015-16 Employer Pension

Contributions were comprised of a variable element
equal to 14.6% of pensionable salary and also a fixed
element of £486,970. Following the one-off payment
in 2015-16, the actuary agreed that no fixed element
was required in 2016-17. The variable element was

unchanged at 14.6% in 2016-17.

**This is related to training costs, payroll bureau fees and

staff recruitment costs.
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3.2 Pension loss/(gain)

2017 2016

£000 £000
Current service costs 1,839 2,119
Past service costs, including i 6
curtailments
Administration expenses 79 90
Contributions by the employer* (911) (2,912)
Total 1,007 (697)

* The cost of the contributions by the employer are included in other pension costs in note 3.1
and in 2015-16 included a one-off payment of £1,520,000 towards the CLAE share of the pension
deficit. Following receipt of this payment, the actuary agreed that CLAE was not required to pay
a fixed sum towards the deficit in 2016-17 (2015-16 fixed sum £486,970) - see note 12 for more
details.

3.3 Reporting of compensation schemes - exit packages

The reporting of compensation schemes - exit packages can be found on page 61 in the
Remuneration and Staff Report.

3.4 Staff numbers

Information about staff numbers can be found on page 61 in the Remuneration and Staff Report.

LGO Annual Report and Accounts 2016-17
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4 Operating expenditure

Rent & rates

Other expenses

Utilities

Repairs & maintenance
Write back of dilapidations
provision

Provision for repairs
Health & safety

72
14
833

2016
£000
875

Rent and rates in 2015-16 included costs incurred under a commercial operating lease at an office
in Coventry (vacated in July 2015). Rent costs in 2016-17 include ongoing costs incurred under

three different Memorandum of Terms of Occupation (MOTO) at DCLG offices in London, at DfE

offices in Coventry and at DEFRA offices in York.

Flood damage occurred at the York office and a provision of £72,000 has been provided for the
estimated share of the landlord’s repair costs.

Computers & telephone

Insurance & other office
expenses

Loss on sale of non current
assets
Furniture & equipment rental

Postage & stationery

Making a Difference

2017
£000
286
41

15

20
362
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£000
456
51

22

28
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Legal & litigation
External audit
Internal audit
Commission fees

Professional fees &
subscriptions

Publicity & research

2017
£000
182
30
21
14
57

41
345

2016
£000
141
28
18

11
64

82
344

No remuneration was paid to the external auditors for non audit work in 2016-17 (2015-16: nil).

Legal services were previously provided by in-house salaried staff but from August 2015 were
outsourced to solicitors from an approved panel procured jointly with PHSO. This has resulted in
an increase in external legal & litigation costs in 2016-17 but there is an overall efficiency saving

when total legal related costs are considered as a whole.

Amounts paid under operating leases and included within accommodation costs and office

expenses above, are:

Buildings
Other

5 Net interest costs

Interest on pension fund
assets

Interest on pension fund
liabilities

Bank deposit interest

2017
£000
754

759

2017
Note £000
12i 2,238

12h (3,143)

12
(893)

2016
£000
857

861

2016
£000
2,064

(2,997)

17
(916)

79

Page 101 of 170

LGO Annual Report and Accounts 2016-17



w

g
§ T
° 3
35
® B
5 8
(7]

6 Plant and Equipment

Cost

At 01 April 2016
Additions
Disposals

At 31 March 2017

Depreciation

At 01 April 2016
Provided during the year
Disposals

At 31 March 2017

Cost

At 01 April 2015
Additions
Disposals

At 31 March 2016

Depreciation

At 01 April 2015
Provided during the year
Disposals

At 31 March 2016

Net Book Value
At 31 March 2016
At 31 March 2017

£000

245

(245)

241

(243)

£000

63

63

23
32

55

710
63
(710)
63

708
24
(709)
23

40
8

£000

324

(64)
260

223

46
(64)
205

360

(45)
324

214

51
(42)
223

101
55

£000

387

(64)
323

246

78
(64)
260

1,315
72
(1,000)
387

1,163
77
(994)
246

141
63

No amounts are included above in respect of assets held under finance leases and all amounts
relate to externally generated assets. All assets are owned by the Commission.

Making a Difference
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7 Intangible assets

Cost

At 01 April 2016
Additions*

Disposals

Cost at 31 March 2017

Amortisation

At 01 April 2016
Provided during the year
Disposals

Cost at 31 March 2017

Cost

At 01 April 2015
Additions

Disposals

Cost at 31 March 2016

Amortisation
At 01 April 2015
Provided during the year

Disposals
At 31 March 2016

Net Book Value
At 31 March 2016
At 31 March 2017

Total
£000

1,093
44

1,137

947

94

1,041

1,093

1,093

820
127

947

146
96

* Additions of £44,000 in 2016-17 are assets
under construction which are not yet in use

nor amortised.

All intangible assets held by the Commission are
externally developed software or software licenses.
No amounts are included above in respect of
assets held under finance leases and all amounts
relate to externally generated intangible assets or
software licenses.

8 Trade and other receivables
2017 2016
£000 £000
Trade receivables 6 37
Deposits & 30 39

advances™*

VAT receivable 58 38
Prepayments 97 55
191 169

** Deposits and advances includes staff loans for
rail travel - £12,485 (2015-16: £22,862) and travel
advances - £15,600 (2015-16: £16,300).
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9 Cash and cash equivalents
2017 2016
£000 £000
Cash at bank and in 2996 2,914
hand

Cash and cash equivalents are
represented by balances held at
commercial banks and minor petty cash.

Part of the cash balance represents

the cumulative surplus of income over
expenditure under a previous grant funding
arrangement, held in the General Fund
(see page 70).

The Commission requires approval from
DCLG to utilise this fund.

10 Trade and other payables

2017 2016
£000 £000
Trade payables 29 54
Other payables 310 348
Accruals & deferred 600 622

income
939 1,024

Making a Difference

1 Provisions

Balance at 01 April
Utilised

Provided in year
Written back
Balance at 31 March

Balance at 31 March 2017
Current
Non current

The Commission has no potential dilapidation

2017

£000

72

72

2017

£000

72

72

2016
£000

222
(206)

(16)

2016
£000

liabilities associated with its estates portfolio at 31
March 2017. The Commission previously occupied
commercial properties for the offices in York and
Coventry and dilapidation liabilities were settled

in 2015-16. The Commission now occupies three

properties which are part of the Government

estate under MOTOs where there is no liability for

dilapidations.

Flood damage occurred at the York office and

a provision of £72,000 has been created for the
Commission’s estimated share of the landlord’s

repair cost.
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12 Pension scheme

121  The Local Government
Ombudsman (LGO) and staff
belong to the Local Government
Pension Scheme which is

a defined benefit scheme,
administered by the Local
Pensions Partnership (LPP).
No enhanced terms apply to
either Local Commissioners or
senior staff. The scheme is a
multi employer scheme but the
Commission’s share of assets
and liabilities can be identified.

12.2 The Commission paid
employer’s superannuation
contributions to this scheme

on behalf of both Local
Commissioners and staff at the
rate of 14.6% of pensionable
remuneration (2015-16: 14.6%).
In 2015-16 there were additional
regular fixed monthly payments
totalling £486,970 for the year.
In 2016-17 no fixed sum was
paid in accordance with an
agreement with the scheme
actuary following a one-off
payment towards the deficit

in 2015-16. The total paid

was £916,481 during 2016-

17 (2015-16: £1,387,538). In
addition, in 2015-16, a one-off
payment towards the deficit of
£1,520,000 was paid. There
were no payments in respect

of curtailments and settlements
arising from redundancies made
in the year (2015-16: £4,031).
The employer’s and employee’s
contribution rate is fixed following
actuarial assessments every
three years. The assessment

which reviewed the position of
the Fund at 31 March 2013,
resulted in the employers’ rate of
14.6% for 2016-17 plus a fixed
sum of £508,884 although the
actuary has confirmed the fixed
sum was no longer compulsory
due to one-off payments made in
2014-15 and 2015-16. The most
recent triennial valuation of the
Fund at 31 March 2016 resulted
in a new three-year schedule of
contributions commencing 1 April
2017. The Employer’s rate has
been determined as 13.76% for
the next three financial years.

There are no minimum funding
requirements in the LGPS but the
contributions are generally set

to target a funding level of 100%
using the actuarial valuation
assumptions.

12.3 The pension
arrangements for the Local
Commissioners and Commission
staff are subject to the agreement
of the Secretary of State

for Communities and Local
Government. He has agreed

that the arrangements should

be part of the Local Government
Pension Scheme. Accordingly,
this scheme forms the basis of
the current terms and conditions
of Local Commissioners and
Commission staff. Any changes
to the scheme to alleviate the
deficit (refer to subsequent tables
for details) such as by increasing
the pension age or increasing
employee contributions, would be
a matter for national negotiations
and Government action. As a

relatively small employer, the
Commission is not in a position
to exert significant influence on
this matter. The Commission’s
Fund is currently managed by
the Local Pensions Partnership
(LPP); the relevant Commission
officers take up opportunities
provided by LPP for consultation
and scrutiny; the Accounting
Officer has considered the
possibility of transferring the
Commission’s funds to a
different authority but, at present,
he considers LPP’s asset
management to be competitive.

124 On 28 June 1993 by
virtue of Statutory Instrument
1993 No 1367, Local
Ombudsmen became eligible

to join the Local Government
Scheme and their previous
individual superannuation
arrangements were closed by
transfer of service to the Scheme
operated by the LPP. These
transfer arrangements did not
provide for Local Ombudsmen
who had already retired. The
pensions of one such Local
Ombudsman, and a surviving
widow, remain the responsibility
of the Commission and are

met through the Statement of
Comprehensive Net Expenditure,
the total payment during 2016-17
amounting to £12,002 (2015-16:
£11,995).

12.5  Further commentary is
available in the Directors’ Report
on page 38.

12.6  Disclosures as required
by IAS 19 are below.
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The tables and notes below were provided by the LPP actuary and the Commission is content that

they fairly present the most appropriate assumptions to be applied and the estimated assets and
liabilities and the actuarial gain for 2016-17 for the scheme.

Year ended:

Inflation/pension increase (RPI)
Inflation/pension increase (CPI)
Salary increase rate

Pension increases

Discount rate

Life expectancy in years from age
65

Retiring today - males
Retiring today - females
Retiring in 20 years - males
Retiring in 20 years - females

The actuary has adopted demographic assumptions which are consistent with those used
for the funding valuation as at 31 March 2016. The post retirement mortality is based on Club
Vita mortality analysis which has been projected using the CMI 2015 model and allowing for a

minimum rate of improvement of 1.5%.

31 March 31 March
2017 2016

% pa % pa

3.6 GRS

2.7 2.4

4.2 4.2

2.7 24

2.7 3.7

2017

22.2
24.8
24.5
27.0

The actuary also made the following assumptions:

> that members will exchange half of their commutable pension for cash at retirement;

2016

22.6
256
25.0
279

> that active members will retire at one retirement age for all tranches of benefit, which will be
the pension weighted average tranche retirement age; and

> that the proportion of the membership that had taken up the option under the new LGPS to

pay 50% of contributions for 50% of benefits at the previous valuation date will remain the

same.

The actuary is not required to disclose an expected return assumption for the year to 31 March

2018.

Making a Difference
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Year ended

Equities

Liability-Driven Investments/
Cashflow matching

Target return funds
Infrastructure

Commodities

Property

Cash

Total

Equities

Liability-Driven Investments/
Cashflow matching

Target return funds
Infrastructure

Commodities

Property

Cash

Total

31 March 2017
%
59

21
5

10
100

31 March 2017
£000
43,305

15,443
3,848
3,726
6,762

73,084

31 March 2016
%
46
10

21
5

y

4
13
100

31 March 2016
£000

28,267

6,169

12,944
3,334
272
2,172
7,694
60,852

The return on the Fund (on a bid value to bid value basis) for the year to 31 March 2017 is
estimated to be 21%. This is based on the estimated Fund value used at the previous accounting
date and the estimated Fund value used at this accounting date. The actual return on Fund assets

over the period may be different.

The Commission’s share of the assets of the total Fund is approximately 1%.
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Year ended Note 31 March 2017 31 March 2016

£000 £000

Fair value of 12d & 12i 73,084 60,852
employer assets

Present value of 12h (105,489) (85,765)
funded obligation

Net (liability) (32,405) (24,913)

In 2016-17 the deficit has increased from £24,913,000 to £32,405,000. The main factor in driving
this movement is the change in the financial assumptions which increased the present value of
scheme liabilities by £19,645,000 (see note 12g). This was partly offset by a better than forecast
return on investments of more than £10 million (see note 12i).

The deficit is calculated using a range of assumptions chosen by management, with advice from
the actuary, in accordance with International Accounting Standards (IAS 19). These assumptions
are more conservative than those used to calculate the deficit on the basis used for the purposes
of calculating future contribution rates. Based upon advice from the actuaries, the Executive
Directors estimate that at 31 March 2017 on this basis the fund has a surplus of approximately
£1.4m

The Commission is committed to managing and funding the pension deficit, working with the
sponsor Department, who are the ultimate guarantor of the LGO scheme.

Year ended 31 March 2017 31 March 2016

£000 £000
Service cost* 1,839 2125
Net interest on the defined liability (asset) 905 933
Administration expenses 79 90
Total 2,823 3,148

* Service cost is the estimated additional Employer’s pension liability arising in year as a result of
scheme members accruing additional pension benefits through membership for the period.

Making a Difference
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Year ended

Return on plan assets in excess of interest

Other actuarial gains/(losses) on assets
Changes in financial assumptions
Changes in demographic assumptions
Experience gain/(loss) on defined benefit
Pension fund actuarial (loss)/gain

Note 31 March 31 March

2017 2016

£000 £000

12i 10,192 (2,536)

12i 637 -

12h (19,645) 6,756

12h 891 -

obligation 12h 2,345 -
(5,580) 4,220

Changes to the financial assumptions have increased the present value of scheme liabilities
by £19,645,000 at 31 March 2017. The most significant change and principal reason for this
increased liability is a change in the assumed discount rate from 3.7% (2015-16) to 2.7% (2016-

17).

Year ended

Opening defined benefit obligation
Current service cost

Interest cost

Change in financial assumptions
Change in demographic assumptions

Experience loss/(gain) on defined benefit
obligation

Estimated benefits paid

Past service costs, including curtailments
Contributions by members

Closing defined benefit obligation

31 March 2017 31 March 2016

£000 £000
85,765 88,900
1,839 2119
3,143 2,997
19,645 (6,756)
(891) -
(2,345) -
(2,159) (2,005)

- 6

492 504
105,489 85,765
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Year ended

Opening fair value of employer assets
Interest on assets

Return on assets less interest

Other actuarial gains/(losses)
Administration expenses

Contributions by the employer
Contributions by members

Estimated benefits paid

Closing fair value of employer assets

Adjustment to discount rate

Present value of defined benefit obligation

Projected service cost

Adjustment to long term salary increase
Present value of total obligation
Projected service cost

Adjustment to pension increases and deferred revaluation

Present value of total obligation
Projected service cost

Adjustment to life expectancy assumption
Present value of defined benefit obligation

Projected service cost

31 March 2017

£000
60,852
2,238
10,192
637
(79)
911
492
(2,159)
73,084

£000
+0.1%
103,676
2,472

+0.1%
105,737
2,528

+0.1%
107,085
2,585

+1 year
109,540
2,609

31 March 2016

£000
0.0%
105,489
2,528

0.0%
105,489
2,528

0.0%
105,489
2,528

None
105,489
2,528

£000
60,003
2,064
(2,536)
(90)
2,912
504
(2,005)
60,852

£000
-0.1%
107,336
2,585

-0.1%
105,242
2,528

-0.1%
103,921
2,472

-1 year
101,593
2,450

The valuation of pension fund liabilities is based on a range of actuarial assumptions and may be
highly sensitive to changes in these assumptions, in particular to changes in the discount rate, long
term salary increases, pension increases and mortality assumptions. The table above illustrates

the potential impact of small changes in these assumptions.

Making a Difference
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k. Projected pension expense for the year to 31 March 2018

Projections for the year to 31 March 2018

£000
Service cost 2,528
Net interest on the defined liability 863
Administration expenses 95
Total 3,486
Employer contributions 906

The LPP prepares its own scheme statements which are available to download from:

https://www.lpfa.org.uk/What-we-publish.aspx

Estimated employer’s contributions for 2017-18 are £906,000 (2016-17: £983,000).

LGO Annual Report and Accounts 2016-17
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13 Financial Instruments
and related risks

In accordance with Treasury
guidance and IFRS7 the
Commission’s accounts must
contain disclosures of financial
instruments (financial assets
and liabilities).

The Commission’s principal
financial instrument is cash to
provide working capital for the
organisation’s operations.

Other financial instruments
are receivables and payables
arising from operations.

The main risks arising from
the organisation’s financial
instruments are as follows:

Credit Risk

The Commission is exposed
to credit risk arising from its
Trade and Other Receivables,
whereby there is a risk that
counterparties will not settle
outstanding amounts as they
fall due. Of the total financial
assets included within trade
and other receivables, £57,995
is due from HMRC (2016:
£38,224). A further amount of
£30,145 is due from current
employees of the Commission
and is to be collected through
regular payroll deductions
(2016: £39,162). The credit risk
arising from these balances

Making a Difference

is not considered to be
significant.

Market Risk

The Commission’s deposits
are held at variable interest
rates which give rise to the
risk that returns may vary

in line with market interest
rates. The potential effect of

a 1% change in interest rates
is shown below. The nature

of the Commission’s deposit
accounts does not expose it to
fluctuations in capital values,
with the exception of credit risk
as described above.

2017

£000
2,996

2016

£000

Value of 2,914
interest

yielding

deposits at

31 March

Income 30 29
effect

ofa 1%

increase

in interest

rates

Income
effect
ofa 1%
decrease
in interest
rates

(30) (29
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Liquidity Risk

The Commission considers
liquidity risk to be minimal due
to it being Grant-in-Aid funded.
It maintains its surplus funds in
bank deposit accounts which
provide for instant access.
These deposits totalled
£2,995,281 (2016: £2,913,780).
As a result of these policies,
the Commission does not feel
that it is exposed to significant
liquidity risk arising from its
financial instruments.

131 Fair Value

Due to the nature of financial
assets and liabilities held

by the Commission, there

is not considered to be any
significant difference between
the carrying amount and the
fair value of any of the financial
instruments held.
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14 Operating Lease Commitments
31 March 31 March
2017 2016
£000 £000
Buildings - amounts payable:
Not later than one year 320 399
Later than one year and not - 159
later than five years
Later than five years - -
Total 320 558
Other - amounts payable:
Not later than one year 3 4
Later than one year and not 2 5
later than five years
Later than five years - =
Total 5 9

14.2 Description of
significant lease
arrangements

During 2016-17, the
Commission occupied

three premises within the
Government estate, each under
a Memorandum of Terms of
Occupation (MOTO). The
MOTO for the Coventry office
has a break option in June
2017, while the York office has
a break option in 2018.

The MOTO for the London
office has a three month notice
period.

15 Capital Commitments

The Commission was
contractually committed to
£4,875 of expenditure on non-
current assets at 31 March
2017 (2015-16: nil).

16 Related Party
Transactions

The Commission for

Local Administration is an
independent body established
under Part Il of the Local
Government Act 1974. The
Commission is principally
funded by way of Grant-in-

Aid from DCLG and DCLG
is regarded as a related
party. During the year, the
Commission received Grant-
in-Aid from DCLG. Note

2 discloses the amounts.
The Commission occupies
premises in London where
DCLG acts as the landlord.

The Commission’s York office
is located in premises where
DEFRA acts as landlord.
DEFRA is regarded as a
related party.

The Commission’s Coventry
office is located in premises
where DfE acts as landlord.
DfE is regarded as a related

party.

The Commission has
continued to work with the
Parliamentary and Health
Service Ombudsman (PHSO)
during the year handling joint
complaints and also consulting
in relation to the Government’s
intention to create a single
public services ombudsman.
Commission members Sir Jon
Shortridge and Michael King
are also Board members at
PHSO and Rob Behrens, the
newly appointed PHSO (and
his predecessor Dame Julie
Mellor) is an ex-officio member
of the Commission. PHSO is
regarded as a related party.
There have been no financial
transactions with PHSO in
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2016-17

No Minister, Commission
Member, key manager or other
related parties has undertaken
any material transactions with
the Commission during the
year.

Under IAS 24, the Local
Government Pension Scheme
is defined as a related party to
the Commission. For details
of transactions with this body,
refer to note 12.

17 Events after the
reporting period date

There were no significant events
after the reporting period date
requiring disclosure.

The Accounting Officer
authorised these Financial
Statements for issue on
the date certified by the
Comptroller and Auditor
General.
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ACCOUNTS DIRECTION GIVEN BY THE SECRETARY OF STATE FOR COMMUNITIES AND
LOCAL GOVERNMENT WITH THE CONSENT OF THE TREASURY

1. The annual accounts and financial statements of the Commission for Local Administration in
England (hereafter in this accounts direction referred to as "The Commission") shall give a true
and fair view of the income and expenditure and cash flows for the financial year and the state

of affairs at the year end. Subject to this requirement, the financial statements and accounts for
2014/15 and for subsequent years shall be prepared in accordance with:

(a) the accounting and disclosure requirements given in the Government Financial Reporting
Manual issued by the Treasury ("the FReM") as amended or augmented from time to time,
and subject to Schedule 1 of this direction;

(b) any other relevant guidance that the Treasury may issue from time to time;

(c) any other specific disclosure requirements of the Secretary of State;

insofar as these requirements are appropriate to the Commission and are in force for the period
for which the accounts are prepared, and except where agreed otherwise with the Secretary

of State and the Treasury, in which case the exception shall be described in the notes to the
accounts.

2. Schedule 1 to this direction gives clarification of the application of the accounting and
disclosure requirements of the Companies Act and accounting standards and also gives any
exceptions to standard HM Treasury requirements.

3. This direction shall be reproduced as an appendix to the accounts.

4. This direction replaces all previously issued directions.

Signed by authority of the Secretary of State

David Kuenssberg
Signed by an officer in the Department for Communities and Local Government
Date 3rd July 2014

LGO Annual Report and Accounts 2016-17
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SCHEDULE 1

The accounts for the period ended 31/03/2015 shall be signed and dated by the Accounting
Officer.

ADDITIONAL DISCLOSURE REQUIREMENTS

The following information shall be disclosed in the Annual Accounts and Financial Statements,
as a minimum, and in addition to the information required to be disclosed by paragraph 1 of this
direction.

(a) an analysis of grants from:
(i) government departments
(i) European Community funds
(iif) other sources identified as to each source;

(b) an analysis the total amount of grant from the Department for Communities and Local
Government, showing how the grant was used;

(c) an analysis of grants included as expenditure in the income and expenditure account and a

statement of the total value of grant commitments not yet included in the income and expenditure

account;
(d) details of employees, other than board members, showing:

(i) the average number of persons employed during the year, including part-time employees,
agency or temporary staff and those on secondment or loan to the Commission, but
excluding those on secondment or loan to other organisations, analysed between
appropriate categories (one of which is those whose costs of employment have been
capitalised)

(i) the total value of loans to employees
(iif) employee costs during the year showing separately:
1) wages and salaries

2) early retirement costs

4) contributions to pension schemes

(1)

(2)

(3) social security costs

(4)

(5) payments for unfunded pensions

Making a Difference
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(6) other pension costs

(7) amounts recoverable for employees on secondment or loan to other organisations
The above analysis shall be given separately for the following categories of employees:
(i) employed directly by the Commission;
(i) on secondment or loan to the Commission;
(iii) agency or temporary staff;
(iv)employee costs that have been capitalised.
(e) a statement of debts written off and movements in provisions for bad and doubtful debts;

(f) a statement of losses and special payments during the period, being transactions of a type
which Parliament cannot be supposed to have contemplated. Disclosure shall be made of the total
of losses and special payments if this exceeds £250,000, with separate disclosure and particulars
of any individual amounts in excess of £300,000.

Disclosure shall also be made of any loss or special payment of £300,000 and below if it is
considered material in the context of the Commission’s operations.

*(g) particulars, as required by the accounting standard on related party disclosures, of material
transactions during the period and outstanding balances at the year end (other than those arising
from a contract of service or of employment with the Commission, between the Commission and
a party that, at any time during the year, was a related party). For this purpose, notwithstanding
anything in the accounting standards, the following assumptions shall be made:

(i) transactions and balances of £5,000 and below are not material

(ii) parties related to board members and key managers are as notified to the Commission by
each individual board members or key manager

(iii) the following are related parties:
(1) subsidiary and associate companies of the Commission;

(2) pensions funds for the benefit of employees of the Commission or its subsidiary
companies (although there is no requirement to disclose details of contributions to
such funds);

(3) board members and key managers of the Commission;
(4) members of the close family of board members and key managers;

(5) companies in which a board member or key manager is a director;

LGO Annual Report and Accounts 2016-17
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(6) partnerships and joint ventures in which a board member or key manager is a partner
or venture;

(7) trusts, friendly societies and industrial and provident societies in which a board member
or key manager is a trustee or committee member;

(8) companies, and subsidiaries of companies, in which a board member or key manager
has a controlling interest;

(9) settlements in which a board member or key manager is a settler or beneficiary;

(10) companies, and subsidiaries of companies, in which a member of the close family of a
board member or key manager has a controlling interest;

(11) partnerships and joint ventures in which a member of the close family of a board
member or key manager is a partner or venture;

(12) settlements in which a member of the close family of a board member or key manager
is a settler or beneficiary;

(13) the Department for Communities and Local Government, as the sponsor Department
for the Commission.

For the purposes of this sub-paragraph:

(i) A key manager means a member of the Commission’s Executive Team including the ex-officio
and advisory members.

(ii) The close family of an individual is the individual’s spouse, the individual’s relatives and their
spouses, and relatives of the individual’s spouse. For the purposes of this definition, “spouse”
includes personal partners, and “relatives” means brothers, sisters, ancestors, lineal descendants
and adopted children.

(iii) A controlling shareholder of a company is an individual (or an individual acting jointly with
other persons by agreement) who is entitled to exercise (or control the exercise of) 30% or more
of the rights to vote at general meetings of the company, or who is able to control the appointment
of directors who are then able to exercise a majority of votes at Commission meetings of the
company.

* Note to paragraph (g) of Schedule 1: under the Data Protection Act 1998 individuals need to
give their consent for some of the information in these sub-paragraphs to be disclosed. If consent
is withheld, this should be stated next to the name of the individual.

Making a Difference

96
Page 118 of 170



Commission for Local
Administration in England

PO Box 4771
Coventry
CVv4 OEH

T: 0300 061 0614
W: www.lgo.org.uk

Page 119 of 170

S|i N|i7|81|]]]1||42|]18
977814747142618



Page 120 of 170



° GrantThornton

An instinct for growth’

Audit Progress Report and Sector Update

Birmingham City Council
Year ending 31 March 2018

January 2018

Page 121 of 170



Contents

Section

Introduction

Progress at January 2018
Audit Deliverables

Sector Update

Links

© 2018 Grant Thornton UK LLP. Confidential and information only. Page 1 22 Of 1 70

Page

03
04
05
06
15

Audit Progress Report and Sector Update | January 2018

2



Introduction

Phil Jones
Engagement Lead

T 01212325232
M 07824 343 631
E phil.w.jones@uk.gt.com

Laura Hinsley
Engagement Manager

T 01212325235
M 07785347 123
E laura.e.hinsley@uk.gt.com

GrantThornton
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This paper provides the Audit Committee with a report on progress in
delivering our responsibilities as your external auditors.

The paper also includes:

+ asummary of emerging national issues and developments that may be relevant to you as a local authority; and

* includes a number of challenge questions in respect of these emerging issues which the Committee may wish to
consider (these are a tool to use, if helpful, rather than formal questions requiring responses for audit purposes).

Members of the Audit Committee can find further useful material on our website, where we have a section dedicated
to our work in the public sector. Here you can download copies of our publications. Click on the Grant Thornton logo
to be directed to the website www.grant-thornton.co.uk .

If you would like further information on any items in this briefing, or would like to register with Grant Thornton to
receive regular email updates on issues that are of interest to you, please contact either your Engagement Lead or
Engagement Manager.
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Progress at January 2018

Financial Statements Audit

We have started planning for the 2017/18 financial
statements audit and will issue a detailed audit plan,
setting out our proposed approach to the audit of the
Council's 2017/18 financial statements.

We are currently undertaking the planning stages of
our audit and are due to commence our interim audit
in February 2018. Our interim fieldwork visit will
include:

» Updated review of the Council’s control
environment

» Updated understanding of financial systems

* Review of Internal Audit reports on core financial
systems

» Early work on emerging accounting issues
« Early substantive testing
« Early consideration of group structure changes

We will report any findings from the interim audit to
you in our Progress Report at the March Audit
committee.

The statutory deadline for the issue of the 2017/18
opinion has been brought forward by two months to
31 July 2018. We will discuss our audit plan and
timetable with officers.

The final accounts audit is due to begin on 29 May
2018 with findings reported to you in the Audit
Findings Report by the earlier deadline of July 2018.

© 2018 Grant Thornton UK LLP. Confidential and information only.

Value for Money

The scope of our work is set out in the guidance issued by
the National Audit Office. The Code requires auditors to
satisfy themselves that; "the Council has made proper
arrangements for securing economy, efficiency and
effectiveness in its use of resources".

The guidance confirmed the overall criterion as: "in all
significant respects, the audited body had proper
arrangements to ensure it took properly informed decisions
and deployed resources to achieve planned and
sustainable outcomes for taxpayers and local people”.

The three sub criteria for assessment to be able to give a
conclusion overall are:

Informed decision making
*Sustainable resource deployment
*Working with partners and other third parties

We began our initial risk assessment to determine our
approach in January 2018 and will report this to you in our
Audit Plan at the March Audit committee

We will report our work in the Audit Findings Report and
give our Value For Money Conclusion by the deadline in
July 2018.

We will continue to play close attention to those areas of
the Council’s financial and service delivery which led to us
deliver an adverse VfM conclusion in September 2018. We
will also continue to closely monitor the delivery of the
budget, taking account of the recommendations we made
to the Council in November 2016 in relation to our statutory
recommendation.
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Other areas

Certification of claims and returns

We are required to certify the Council’s annual
Housing Benefit Subsidy claim in accordance with
procedures agreed with the Department for Work
and Pensions. This certification work for the 2018/19
claim will be concluded by November 2018.

The results of the certification work are reported to
you in our certification letter.

Meetings

We will meet with the newly appointed Corporate
Director Finance and Governance on a monthly
basis. We will also continue to be in discussions with
the finance team regarding emerging developments
to ensure the audit process is smooth and effective.

Events

We provide a range of workshops, along with
network events for members and publications to
support the Council. Our next event is the Chief
Accountants Workshop which is being held on 1
February 2018. Further details of the publications
that may be of interest to the Council are set out in
our Sector Update section of this report.

Audit Progress Report and Sector Update | January 2018
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Audit Deliverables

2017/18 Deliverables Planned Date  Status

Fee Letter April 2017 Complete
Confirming audit fee for 2017/18.

Accounts Audit Plan March 2018 Not yet due

We are required to issue a detailed accounts audit plan to the Audit
Committee setting out our proposed approach in order to give an
opinion on the Council’s 2017/18 financial statements.

Interim Audit Findings March 2018 Not yet due

We will report to you the findings from our interim audit and our initial
value for money risk assessment within our Progress Report.

Audit Findings Report July 2018 Not yet due
The Audit Findings Report will be reported to the July Audit

Committee.

Auditors Report July 2018 Not yet due

This is the opinion on your financial statement, annual governance
statement and value for money conclusion.

Annual Audit Letter August 2018 Not yet due
This letter communicates the key issues arising from our work.

Annual Certification Letter December 2018 Not yet due

This letter reports any matters arising from our certification work
carried out under the PSAA contract.
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Sector Update

Local government finances are at a tipping point.

Councils are tackling a continuing drive to « Grant Thornton Publications
achieve greater efficiency in the delivery of
public services, whilst facing the challenges to ks
address rising demand, ongoing budget specialists
pressures and social inequality. « Reports of interest

* Insights from local government sector

« Accounting and regulatory updates

Our sector update provides you with an up to date summary of

emerging national issues and developments to support you. We

cover areas which may have an impact on your organisation, the

wider NHS and the public sector as a whole. Links are provided to

the detailed report/briefing to allow you to delve further and find

out more. More information can be found on our dedicated public sector and local government

Our public sector team at Grant Thornton also undertake research sections on the Grant Thornton website by clicking on the logos below:

on service and technical issues. We will bring you the latest
research publications in this update. We also include areas of
potential interest to start conversations within the organisation and
with audit committee members, as well as any accounting and

Local

regulatory updates. Public Sector government
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Combined Authorities: Signs of

success

In her foreword to ‘Building our Industrial Strategy’
the Prime Minister states that the initiative “will
help to deliver a stronger economy and a fairer
society — where wealth and opportunity are spread
across every community in our United Kingdom,
not just the most prosperous places in London and
the South East.”

Combined Authorities (CAs) — the newest model
for the governance of local public services — are
central to this.

In response to this, Grant Thornton and Bond Dickinson have jointly
commissioned a report which provides an insight into the establishment of
each combined authority in the context of their specific challenges. It is still
early days for most combined authorities — the political and administrative
difficulties of adopting this model are not to be under-estimated - but early
signs are emerging of their potential to innovate and drive success.

The report benchmarks combined authorities using key indicators of growth,
housing, transport and skills amongst others. We have also used our
Vibrant Economy Index, which goes beyond financial returns and takes into
account the wellbeing of society, to compare city regions. We believe that
these benchmarks can serve as a baseline for assessment of progress over

time.

© 2018 Grant Thornton UK LLP. Confidential and information only.

Key findings from the report:

» CAs must begin to reduce the institutional blurring with historic
local government structures that has occurred with their
formation. As greater clarity emerges over their roles,
functions, and profiles of individual mayors, their perceived
legitimacy will increase.

» CAs stand and fall on their ability to add value through targeted
investment, strategic co-ordination, joined-up policy and the
levering in of additional resources (particularly additional

private sector funds).

» There is no single checklist or set of criteria for measuring the

success of mayors and combined authorities, each city region

© GrantThomton Bowd Dickesnsen.
Py

must articulate its own challenges and show progress in

tackling them.

Combined Authorities:
signs of success

» A balanced set of benchmarks encompassing both economic -

and social success will, however, serve as a useful stimulus for
the debate around the impact of the combined authority model

over time.

Click on the report cover to download and read more.
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Grant Thornton Publication

Challenge question:

Is your Authority considering how the combined authority model may

evolve?

Audit Progress Report and Sector Update | January 2018
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Setting up a successful
enterprise

Local government continues to innovate as it
reacts to ongoing austerity. An important strand of
this response has been the development of
alternative delivery models, including local
authority trading companies, joint ventures and
social enterprises.

This report focuses on social enterprises in local government; those
organisations that trade with a social purpose or carry out activities for
community benefit rather than private advantage. Social enterprises come
in a variety of shapes and sizes as they do not have a single legal structure
or ownership rule and can adopt any corporate form as long as it has a
social purpose.

If you are a local authority looking to transition a public service to a social
enterprise model certain factors will be key to your success including:
leadership, continuing the culture, branding, staff reward and secure income
stream.

Download our guide to explore how to handle these factors to ensure
success, the requirements for setting up a social enterprise; and how social
enterprise can be ended.

The guide also showcases a number of compelling case studies from local
authorities around England, featuring inspiring ideas from those social
enterprises that have been a success; and lessons learned from those that
have encountered challenges.

© 2018 Grant Thornton UK LLP. Confidential and information only.
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social

Key findings from the report:

*Austerity continues to be a key driver for change: social enterprises are
a clear choice where there is an opportunity to enhance the culture of
community involvement by transferring these services into a standalone
entity at its centre

*The social enterprise model tends to lend itself more to community
services such as libraries, heritage management and leisure, but not
exclusively so

*Social enterprises can open up new routes of funding including the © Gonihoion
ability to be flexible on pricing and access to pro bono or subsidised
advice Settingup a

social enterprise
*Some local authorities have converted exiting models into social
enterprises; for example where a greater focus on social outcomes has
been identified

Click on the report cover to download and read more

Grant Thornton Publication

Challenge question:

Is your local authority looking to transition a public service to a social
enterprise model, and if so are you familiar with this report?

Audit Progress Report and Sector Update | January 2018 8
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value

In all sectors, boards are increasingly coming
under pressure from both the market and
regulators to improve their effectiveness and
accountability. This makes business sense given a
strong governance culture in the boardroom
produces better results, promotes good behaviour
within the organisation and drives an
organisation’s purpose.

Grant Thornton’s new report ‘The Board: creating and protecting value’ is a
cross- sector review of board effectiveness, based on a survey of
executives and non-executives from a range of organisations including
charities, housing associations, universities, local government, private
companies and publically listed companies.

It considers the challenges faced by boards, ways in which they can operate
more effectively; and how to strike the right balance between value
protection and value creation.

This report uses the DLMA analysis which categorises skills into four areas:
Directorship, Leadership, Management and Assurance.

This powerful tool provides a framework with which to evaluate how well an
organisation is performing in balance of skills and understanding of roles;
and responsibilities between the executive and Board. It helps align risk
(value protection) and opportunity (value creation) with overarching strategy
and purpose.

Click on the report cover to download and read more

© 2018 Grant Thornton UK LLP. Confidential and information only.

he Board: creating and protecting

Directorship

How well do the non-executives:

+ design, debate and decide the
organisation’s future?

« inspire and guide the executive
to realise the organisation’s
purpose?

» provide support to the
executives?

Assurance

How well do the non-executives:

« monitor financial, compliance
and business indicators?

+ ensure appropriate processes
are in place to manage risk?

» have oversight of the executive
team?

Value protection
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Leadership

How well do the executives:

» Make decisions aligned with
realising the organisation’s
purpose?

« Inspire and motivate employees
to realise the organisation’s
purpose?

« model the values of the
organisation?

© GantThomon

rer—r—

The Board: creating

Management and protecting value

How well do the executives:

» setgodls, creating plans
and allocating resources to
achieve them?

» effectively assign roles and
responsibilities?

» Focus on day-to-day tasks and
resources needed to deliver
strategic aims?

Grant Thornton Publication
Challenge question:

Can you use the key questions raised in the report to consider the
effectiveness of your own governing body?

Audit Progress Report and Sector Update | January 2018 9




Code of Practice on Local Authority Accounting

and IFRS 9 and IFRS 15

CIPFA/LASAAC has issued the Local Authority Accounting
Code for 2017/18 which specifies the principles and
practices of accounting required to prepare a Statement of
Accounts.

The main changes to the Code include:

* amendments to section 2.2 for the Community Infrastructure Levy to clarify the
treatment of revenue costs and any charges received before the commencement date

» amendment to section 3.1 to introduce key reporting principles for the Narrative Report

» updates to section 3.4 covering the presentation of financial statements to clarify the
reporting requirements for accounting policies and going concern reporting

» changes to section 3.5 affecting the Housing Revenue Account, to reflect the Housing
Revenue Account (Accounting Practices) Directions 2016 disclosure requirements for
English authorities

« following the amendments in the Update to the 2016/17 Code, changes to sections 4.2
(Lease and Lease Type Arrangements), 4.3 (Service Concession Arrangements: Local
Authority as Grantor), 7.4 (Financial Instruments — Disclosure and Presentation
Requirements)

» amendments to section 6.5 relating to the Accounting
and Reporting by Pension Funds, to require a new
disclosure of investment management transaction costs
and clarification on the approach to investment T S
concentration disclosure.

CIPFA

Alongside the Code, CIPFA has also published Guidance
Notes for Practitioners and a Disclosure Checklist for
2017/18 Accounts.

These publications may be obtained from CIPFA and are
available here.

© 2018 Grant Thornton UK LLP. Confidential and information only.
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CIPFA/LASAAC has issued a companion publication
‘Forthcoming provisions for IFRS 9 Financial Instruments
and IFRS 15 Revenue from Contracts with Customers in
the Code of Practice on Local Authority Accounting in the
United Kingdom 2018’.

Looking further ahead, this sets out the changes to the 2018/19 Code in respect of
IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with Customers. It
has been issued in advance of the 2018/19 Code to provide local authorities with time
to prepare for the changes required under these new standards.

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9
includes a single classification approach for financial assets, a forward looking
‘expected loss’ model for impairment (rather than the ‘incurred loss’ model under IAS
39) and some fundamental changes to requirements around hedge accounting.

IFRS 15 establishes a new comprehensive framework for revenue recognition and
replaces IAS 18 Revenue and IAS 11 Construction Contracts. IFRS 15 changes the
basis for deciding whether revenue is recognised at a point in time or over a period of
time and introduces five steps for revenue recognition.

It should be noted that the publication does not have the authority of the Code and early
adoption of the two standards is not permitted by the 2017/18 Code.

An Early Guide for Local Authority Practitioners covering IFRS 9 Financial Instruments
is to be published in December 2017.

CIPFA Publication

Challenge question:

Is your Corporate Director Finance and Governance aware of the
changes affecting the preparation of the financial statements for
2017/18 and the forthcoming changes to financial instruments and
revenue recognition?
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Overview of General Data Protection
Regulation (GDPR)

What is it? What’s next?

GDPR is the most significant regulatory data protection development in 20 Many public sector organisations have already developed strategic plans to
years. It introduces new rights for individuals and new obligations for public and implement the GDPR, which require policy, operational, governance and
private sector organisations. technology changes to ensure compliance by 251" May 2018.

All organisations that process personal data will be affected by the GDPR.

How will this affect

The definition of 'personal data' has been clarified to include any data that might reasonably be used to identify a living individual,

you? either directly or indirectly. Various unique identifiers (including online cookies and IP addresses) will likely fall within the scope of
personal data
What organisations Local government organisations need to be able to provide evidence of completion of their GDPR work to internal and external
need to do by May stakeholders, to internal audit and to regulators.
2018 New policies and procedures need to be fully signed off and operational.
Organisation Accountability Notifications and Rights
= Organisations must document their assurance = QOrganisations must notify relevant incidents to = Privacy regulators can impose penalties of up to
procedures, and make them available to regulators regulators within 72 hours €1 million on public sector organisations, for the
= Organisations need to designate a Data Protection  «  Qrganisations must explain to individuals what most serious violations
Officer, who has expert knowledge of data protection their rights over their personal information are and = Individuals and representative organisations may
law how it is being processed and protected be able to seek compensation for infringements

of data protection rights

GDPR

Challenge question:
Can your authority effectively erase Personally Identifiable Data?
Have you appointed a Data Protection Officer?

How will your authority ensure citizens’ data isn’t duplicated across different information siloes without their knowledge?
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CIPFA publications

CIPFA have published ‘“The guide to local government
finance’ 2017 edition. The guide seeks to provide
information on current arrangements for local government
finance and sets out the principles of sound financial
management.

The guide covers a range of local government services. It examines the funding systems
that support those services including council tax, business rates and the local government
finance settlement. The guide covers both revenue and capital financing and has separate
chapters on key areas and their specific intricacies including:

+ capital finance CIPFA
* budgeting and financial reporting
+ treasury management

\lopal government
+ auditing finance

) ocal govemment
+ police fmance
» social care. @

CIPFA have also published ‘An introductory guide
to local government finance’ 2017 edition which is
aimed at those requiring more of an introduction to
local government finance for example, those new
to the sector or non finance specialists.

* governance CIPFA\"
* education
* housing

© 2018 Grant Thornton UK LLP. Confidential and information only.
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CIPFA have updated their guidance on the key
considerations in setting up and managing a pooled
budget in the publication ‘Pooled Budgets and the
Better Care Fund: A Practical Guide for Local
Authorities and Health Bodies’ (2017 Edition)

Although pooled budgets have operated widely across health and social care for a
long time, they were brought into prominence by the Better Care Fund, introduced
in 2015-16.

The aim of CIPFA’s guidance is to define the basic principles of financial
management, governance and accountability that partners in budget pooling
arrangements or, indeed, other forms of partnership working, should follow, and to
consider the relevant accounting issues.

The guide provides practical tools such as a checklist of matters to consider, an
example of how to decide which agency should lead the arrangement, a model
scheme of delegation to boards. The guide considers the background to budget
pooling, including the purpose of pooling, the basics of partnership arrangements,
and some other options available to health and social care organisations pursuing
similar objectives. It goes on to consider specific issues arising from pooling:
managing a pooled budget, corporate governance, financial management, audit
and assurance, and VAT. These matters then feed into an appendix on accounting
issues.

CIPFA Publication

Challenge question:

Are these publications of use to you?

Audit Progress Report and Sector Update | January 2018 12



DCLG Consultation

DCLG are currently consulting with Local Authorities and
other interested parties on proposed changes to the
prudential framework of capital finance.

The statutory framework for the Prudential System is set out in Chapter | of the Local
Government Act 2003 and in the Local Authorities (Capital Finance and Accounting)
(England) Regulations 2003 as amended. The framework includes four statutory codes.
Alongside CIPFA’s Prudential Code and Treasury Management Code, the DCLG is
responsible for Statutory Guidance on both Local Authority Investments and on the
Minimum Revenue Provision.

Over the past years the regulatory and economic environment has changed significantly
and led the sector to consider more innovative types of investment activity. The
government has also monitored changes in the practices used for calculating Minimum
Revenue Provision.

As a result the Department for Communities and Local Government is seeking views on
proposals to update the guidance on Local Authorities Investments and on Minimum
Revenue Provision for full implementation in 2018/19. This consultation closes on 22
December 2017 and may be accessed here.

Local Authorities Investment Code

The Government recognises that there is great variation in the objectives and nature of
local authority investment, including local economic regeneration projects, however it

believes that local authorities need to be better at explaining “why” not just “what” they are

doing with their investment activity.

That means that the sector needs to demonstrate more transparency and openness and to
make it easier for informed observers to understand how good governance and democratic

accountability have been exercised.

© 2018 Grant Thornton UK LLP. Confidential and information only.

To this end a number of proposals are made including requiring local authorities to:

prepare a Capital Strategy which includes clear disclosure of the Investment Strategy
disclose the contribution that investment activities make to their core functions

use indicators to assess total risk exposure

apply the principles of prioritising security and liquidity over yield for investment in non
financial assets (in the same way that they are required to do for financial assets)
disclose their dependence on commercial income to deliver statutory services and the
amount of borrowing that has been committed to generate that income

disclose additional information where authorities borrow to invest in revenue generating
investments

Disclose steps to ensure expertise of key officer and councillors involved in the
decision making process.

Minimum Revenue Provision Guidance

Local authorities are normally required each year to set aside some of their revenues as
provision for debt. More precisely, the provision is in respect of capital expenditure
financed by borrowing or long term credit arrangements. Given the changes in current
practice and recent interest, the Government feels that it is time to look into updating the
guidance as part of the more general update of the statutory codes comprising the
prudential system. Four proposals are made:
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change to the definition of the basis of MRP
confirmation that a charge to the revenue account cannot be a credit

confirmation that a change to the MRP methodology would not generate an
overpayment of MRP calculated retrospectively

Introduces maximum useful economic lives for MRP calculations based on asset life

DCLG consultation

Challenge question:

* Is your Corporate Director Finance and Governance planning to
respond to the consultation?
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Local Authority 2016/17 Revenue
Expenditure and Financing

DCLG has produced a summary of Local Authorities’ 2016/17 Did you know....

final outturn for revenue s_pendlng and financing. It notes that This data set and many others are included in CFO Insights.

local government expen(_jlture accounts_ fo_r almos_t a quarter CFO Insights, is the Grant Thornton and CIPFA online analysis tool.
of all government spending and the majority of this is through _ i, _ o iy .

| | authority reven xoenditur It gives those aspiring to improve the financial position of their

ocal autnorily revenue expe ure. organisation, instant access to insight on the financial performance,
The summary is compiled from the Revenue Outturn (RO) returns submitted by all local socio-economic context and service outcomes of theirs and every
authorities in England. Coverage is not limited to local councils in England and includes other council in England, Scotland and Wales.

other authority types such as Police and Crime Commissioners and Fire authorities. ) o )
More information is available at:

The headline messages include: F
http://www.cfoinsights.co.uk CO
* Local authority revenue expenditure totalled £93.6 billion for all local authorities in p:// cfoinsights.co.uk/

England in 2016-17. This was 1% lower than £94.5 billion spent over 2015-16.

* Expenditure on Adult Social Care increased to £14.9 billion in 2016-17. This was £0.5
billion (3.6%) higher than in 2015-16. The 2016-17 financial year was the first year where
local authorities were able to raise additional funding for Adult Social Care through the
council tax precept.

* The largest decrease in local authority expenditure was on Education services. This was
£0.75 billion (2.2%) lower in 2016-17 than in 2015-16. The majority of this decrease is
due to local authority funded schools converting to academies.

* Local authorities are financing more of their expenditure from locally retained income.
40.4% of revenue expenditure was funded through council tax and retained business
rates and 57.5% from central government grants. The remaining 2.1% was funded by
reserves and collection fund surpluses. These percentages were 38.7%, 60.4% and 0.9%
respectively in 2015-16.

» Local authorities used £1.5 billion (6.2%) of the £24.6 billion reserves balance held at the
start of the 2016-17.

* Local authorities’ use of reserves was £1.1 billion higher in 2016-17 than in 2015-16. Due
to changes in their capital programme, £0.4 billion of this increase is due to the Greater
London Authority.

The full report is available here.

© 2018 Grant Thornton UK LLP. Confidential and information only. Page 1 34 Of 1 70 Audit Progress Report and Sector Update | January 2018 14


hhttps://www.gov.uk/government/statistics/local-authority-revenue-expenditure-and-financing-england-2016-to-2017-final-outturn
http://www.cfoinsights.co.uk/
http://www.cfoinsights.co.uk/

Links

Grant Thornton website links

https://www.grantthornton.co.uk/

http://www.grantthornton.co.uk/industries/publicsector

http://www.grantthornton.co.uk/en/insights/combined-authorities-signs-of-success/

http://www.grantthornton.co.uk/en/insights/a-guide-to-setting-up-a-social-enterprise/

http://www.grantthornton.co.uk/en/insights/the-board-creating-and-protecting-value/

http://www.cfoinsights.co.uk/

CIPFA website links

http://www.cipfa.org/policy-and-guidance/publications/codes-of-practice

http://www.cipfa.org/policy-and-guidance/publications/a/an-introductory-quide-to-local-government-finance-2017-edition-online

http://www.cipfa.org/policy-and-guidance/publications/t/the-guide-to-local-government-finance-2017-edition-online

http://www.cipfa.org/policy-and-guidance/publications/p/pooled-budgets-and-the-better-care-fund-a-practical-quide-for-local-authorities-and-health-bodies-201 7-edition

DCLG website links

https://www.gov.uk/government/consultations/proposed-changes-to-the-prudential-framework-of-capital-finance

https://www.gov.uk/government/statistics/local-authority-revenue-expenditure-and-financing-england-2016-to-2017-final-outturn
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BIRMINGHAM CITY COUNCIL
PUBLIC REPORT

Report to: AUDIT COMMITTEE

Report of: Corporate Director, Finance & Governance

Date of Decision: 30 January 2018

SUBJECT: GRANT THORNTON - CERTIFICATION OF CLAIMS

Wards Affected: All

1. Purpose of Report

1.1 The Council receives funding from a variety of sources and in some cases for
specific purposes. To ensure that the provider of funding receives comfort that
funds provided have been used for the purposes intended, some of the funding
streams are subject to external audit certification.

1.2 This report advises members of the external audit report on the Housing Benefit
subsidy claim for 2016/17.

2. Decisions recommended:

2.1 Members are asked to note the outcome of the external audit certificate in
respect of the Housing Benefit subsidy claim for 2016/17.

Contact Officers:

Clive Heaphy, Corporate Director, Finance & Governance
Telephone No: 0121 303 2950

E-mail address: clive.heaphy@birmingham.gov.uk

Martin Stevens
Telephone No: 0121 303 4667
E-mail address: martin.stevens@birmingham.gov.uk

Page 1 of 3
Page 137 of 170


mailto:XXX@birmingham.gov.uk
mailto:martin.stevens@birmingham.gov.uk

3. Compliance Issues:

3.1

3.2

3.3

3.4

3.5

41

4.2

4.3

4.4

4.5

Are Decisions consistent with relevant Council Policies, Plans or Strategies:
The external audit and certification of certain claims is a requirement on the Council
to ensure receipt of specific funding streams.

Relevant Ward and other Members /Officers etc. consulted on this matter:
The Chair of the Committee has been consulted.

Relevant legal powers, personnel, equalities and other relevant implications:
Section 151 of the Local Government Act requires the Corporate Director, Finance
and Governance (as responsible officer) to ensure proper administration of the City
Council’s financial affairs.

Will decision(s) be carried out within existing finances and resources?
Yes.

Main Risk Management and Equality Impact Assessment Issues (if any):
The issues raised in this report are largely of a technical financial nature.

Relevant background/chronology of key events:

The Council’s Housing Benefit subsidy claim has to be audited to give assurance that
the funds claimed by the Council are appropriate.

At 1 April 2016, the Council had in excess of 111,000 claimants in receipt of Housing
Benefit and paid over 33,000 new claims and made over 231,000 changes to claims
during the year.

The claim for 2016/17 has been completed and as a result of the work undertaken by
the external auditor, a number of errors were identified as detailed in the report
attached as Appendix 1.

An extrapolation of the errors identified were considered to be relatively insignificant
to the total level of subsidy but required the claim to be amended by £0.1m within a

total claim of £550.4m, an accuracy rate of 99.82%. As a result of the amendments
the claim received a qualified opinion. For claims of this nature only an accuracy of
rate of 100% is sufficient to avoid a qualified audit opinion.

The audit fee for the work undertaken was £22,200, which was in line with the
indicative fee.

Signature :

Corporate Director, Finance & Governance: .............ccocceviiiiiiiieiiianannn..
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List of Background Documents used to compile this Report:
None

Appendix 1
Grant Thornton - certification letter
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Appendix 1

&Y GrantThornton

Our ref. HB/BCC/PJ/M617 Grant Thomton UK LLP

The Colmore Building
20 Colmore Circus

Mr Clive Heaphy Birmingham
Corporate Director Finance and Governance B4 6AT
Birmingham City Council T +44 (0)121 212 4000
10 Woodcock Street F+44 (0)121 212 4014
Birmingham

B7 4BL

12 January 2018

Dear Clive

Certification work for Birmingham City Council for year ended 31 March 2017

We are required to certify the Housing Benefit subsidy claim submitted by Birmingham City Council ('the
Council’). This certification typically takes place six to nine months after the claim period and represents
a final but important part of the process to confirm the Council's entitlement to funding.

The Local Audit and Accountability Act 2014 gave the Secretary of State power to transfer Audit
Commission responsibilities to other bodies. Public Sector Audit Appointments (PSAA) took on the
transitional responsibilities for HB COUNT issued by the Audit Commission in February 2015.

We have certified the Housing Benefit subsidy claim for the financial year 2016/17 relatlng to subsidy
claimed of £550 million. Further details are set out in Appendix A.

We identified a number of issues from our certification work which we wish to highlight for your attention.
There were a number of errors from the extended testing that we carried out on this year's subsidy
return which recurred from 2015/16. There were three new area where we identified errors and one area
where we found no further areas and will not have to carry out specific testing in the coming year. The
extrapolated financial impact on the claim, which we have reported to the DWP, was again relatively
insignificant to the total subsidy receivable.

As a result of the errors identified, the claim was amended and qualified, and we reported our findings to
the DWP. The DWP may require the Council to undertake further work or provide assurances on the
errors we have identified.

The indicative fee for 2016/17 for the Council was based on the final 2014/15 cettification fees, reflecting
the amount of work required by the auditor to certify the Housing Benefit subsidy claim that year. The
indicative scale fee set by PSAA for the Council for 2016/17 was £22,200. This is set out in more detail
in Appendix B.

Yours sincerely

Cotdo Totkop Ve P

Grant Thornton UK LLP

Chartered Accountants. Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.0C307742. grantthornton.co.uk
Registered office: 30 Finsbury Square, London EC2A 1AG. A list of members is available from our registered office. Grant Thornton

UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant Thornton

International Ltd (GTIL). GTIL and the member firms arg-got aworldwgl Tershl are delivered by the member firms.

GTIL and its member firms are not agents of, and do 1&1 ral *.reﬁn#e for one another’s acts or omissions.

Please see grantthornton.co.uk for further defails.
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Appendix A - Details of claims and returns certified for 2016/17

Claim or Value Amended? | Amendment Qualified? Comments
return value

Housing £550,373,735 | Yes £102,214 Yes See below
benefits

subsidy claim

Findings from certification of housing benefits subsidy claim

Cell 011 (Rent Rebates — Non HRA)
Testing of the initial sample identified the following types of errors:

- Miscalculation of claimants earned income

- LHA parameters used in the benefit claim did not match the correct number of bedrooms
stated on the tenancy agreement

- Where the Authority had incorrectly applied the ‘No netting Off indicator

The extrapolations of each error type above were relatively insignificant to the total subsidy received and
have been reported to the DWP in our qualification letter.

Cell 055 (Rent Rebates)
Testing of the initial sample identified no errors.

However, as a result of the 15/16 qualification letter, the Authority performed additional testing on cases
with personal deduction on self-employed earnings. We identified a number of cases where benefit had
been overpaid due to incorrect application of self-employed personal use deductions.

The extrapolation for this error type was relatively insignificant to the fotal subsidy received and has
been reported to the DWP in our qualification letter.

Cell 094 (Rent Allowances)

Testing of the initial sample identified one error where the Authority had incorrectly recorded the
claimants earned income frequency as weekly instead of monthly leading to an overpayment of subsidy.
The Authority then undertook 100% of all rent allowance cases with earned income and all affected
claims have been amended for within the 16/17 claim form. '

As a result of the 15/16 qualification letter, additional testing was performed and the following types of
errors were identified:

- Incorrect application of the bedroom tax percentages
- Miscalculation of claimants earned income
- Qverstatement of prior year overpayments

The extrapolations of each error type above were relatively Insignificant to the total subsidy received and
have been reported to the DWP in our qualification letter.
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Appendix B: Fees for 2016/17 certification work

Claim or 2014/15 201617 201617 Variance | Explanation for
return fee (£) indicative | actual fee (£) variances
fee (£) (£)
Housing £26,600 £22,200 £22,200 £0 N/A
benefits
subsidy claim
(BENO1)
Total £26,600 £22,200 £22,200 £0
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BIRMINGHAM CITY COUNCIL
PUBLIC REPORT

Report to: AUDIT COMMITTEE

Report of: Corporate Director, Finance & Governance

Date of Decision: 30 January 2018

SUBJECT: GROUP COMPANY GOVERNANCE - INFORMING

THE AUDIT RISK ASSESSMENT

Wards Affected: All

1. Purpose of Report

1.1 The Council has created a number of companies that fall within its sphere of
control, either as wholly owned subsidiaries, associates where the Council has
significant influence, Joint Ventures or other arrangement. The Council has to
consider whether there are risks to the Council either through misuse of funds
or misstatement of activities.

1.2 The larger entities within the overall Council group boundary have been asked
to provide information through the completion of a questionnaire to allow
members to gain assurance that funds are being used efficiently and effectively.
The responses provided are attached at Appendix 1.

1.3 This report should be read in conjunction with the report on the private agenda
as information contained herein is not repeated in the private report.

2. Decisions recommended:

2.1 Members are asked to note the responses received to inform the audit risk

assessment.

Contact Officers:

Clive Heaphy, Corporate Director, Finance & Governance
Telephone No: 0121 303 2950

E-mail address: clive.heaphy@birmingham.gov.uk

Martin Stevens
Telephone No: 0121 303 4667
E-mail address: martin.stevens@birmingham.gov.uk
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3. Compliance Issues:

3.1

3.2

3.3

3.4

3.5

41

4.2

4.3

4.4

Are Decisions consistent with relevant Council Policies, Plans or Strategies:
The production of annual group accounts is a statutory requirement to
consolidate entities that are controlled by the Council and are material to its
activities.

Relevant Ward and other Members /Officers etc. consulted on this matter:
The Chair of the Committee has been consulted.

Relevant legal powers, personnel, equalities and other relevant implications
(if any):

Section 151 of the Local Government Act requires the Corporate Director of
Finance and Governance (as responsible officer) to ensure proper administration
of the Council’s financial affairs.

Will decision(s) be carried out within existing finances and resources?
Yes.

Main Risk Management and Equality Impact Assessment Issues (if any):
The issues raised in this report are largely of a technical financial nature.

Relevant background/chronology of key events:

An exercise is carried out each year to determine the “Group Boundary”, that is to
define which subsidiaries, associates and joint ventures are consolidated with the
Council’s financial statements to produce Group Accounts. This report includes
assurance statements from those companies that meet the criteria for
consolidation or which may meet the criteria in the near future. Appendix 1 is a
collated set of responses to these questions.

A review of the Group Boundary has been undertaken and it is considered that
two companies should no longer be included within the Group Accounts as it is
considered that the Council does not have control over the entities and has no
right over the assets of the entities, namely Birmingham Museums Trust and
Performances Birmingham Limited. The Council does not have the right to
appoint or remove a majority of the board of directors of either company, cannot
receive dividends and if either company were to be dissolved, the Council, as a
member of the companies cannot receive any assets. The Articles of Association
state that any assets on dissolution of either company must be applied for
charitable purposes as directed by the Courts or the Charity Commission.

The Council sold its shares in Service Birmingham on 31 December 2017 so this
disposal means the company is no longer controlled by the Council.

The Cabinet Committee - Group Company Governance reviews the activities of

the Council’'s companies and can consider any appropriate mitigating actions
where necessary.
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Signature :

Corporate Director, Finance & Governance: .............cccccvveiiiiiiiinanenn.n.

List of Background Documents used to compile this Report:
None

Appendix 1

Responses from:

Acivico Limited

Birmingham Airport Holdings Limited

Finance Birmingham Limited

Innovation Birmingham Limited

InReach Limited

The National Exhibition Centre (Developments) Plc
Paradise Circus Limited Partnership

PETPS (Birmingham) Limited

PETPS (Birmingham) Capital Limited

PETPS (Birmingham) General Partner Limited
PETPS (Birmingham) Pension Funding Scottish Limited Partnership
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question - Acivico

Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

Acivico uses the same systems and processes as Birmingham
City Council. There are adequate internal controls within
systems to help prevent, deter and detect fraud, errors or
system anomalies.

Compliance with controls is monitored by management as part
of day to day governance arrangements and is reviewed by
Internal Audit as part of delivery of the internal audit plan.
Acivico’s financial processes undergo continuous review and
are constantly updated to reflect any changes required due to
the operation of Acivico as a commercial company. All reviews
are either reported through internal or external audit and
significant findings reported to the Acivico Audit Committee,
Acivico Leadership Team and Acivico Board.

Your Management's views on your risk assessment process as
it related to financial reporting.

Acivico uses the same financial systems and processes as
Birmingham City Council. There are regular risk assessments
carried out by management and risks are addressed
appropriately within the timescales identified as being high,
medium, low risk. Financial reporting is corroborated by
financial systems and are reviewed by external audit and
internal audit as part of the delivery of the internal audit plan. A
full risk assessment is also presented to the Strategic
Partnership Board in Birmingham City Council as a requirement
of the Acivico/Birmingham City Council contract, to the Acivico
Audit Committee and to the Acivico Board, which has two
Birmingham City Council members and three non-executive
officers as Directors, plus the CEO of Acivico.

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

Accounting policies applied during the period are still
appropriate and are to continue to be used in the future. These
policies are reviewed regularly to determine if they are

Page 4 of 25
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question - Acivico

Response

appropriate to the way in which Acivico now operates as a
commercial entity and discussed at Senior Leadership Team
within Acivico and/or Acivico Board. Discussions are also held
with external auditors on the need to change any accounting
policies as appropriate.

Your Management's processes for identifying and responding
to risks of fraud.

Acivico uses the same systems and processes as Birmingham
City Council and therefore uses the Council’s Anti-Fraud and
Corruption Policy and Fraud Response plan which set out the
‘zero tolerance’ stance to fraud. This is supported by Financial
Regulations which require all suspicions of financial irregularity
to be reported to Internal Audit.

Fraud awareness information is available on PSPG, which
Acivico has access to and electronic training material is
available specifically targeted at managers.

How those charged with governance monitor management's
processes for identifying and responding to risks of fraud.

Acivico uses the same systems and processes as Birmingham
City Council and therefore Internal Audit provides the Acivico
Audit Committee and the BCC Audit Committee with updates of
their work on fraud prevention and detection, including any
significant identified frauds and the action taken on behalf of
Acivico.

The Committee receives an annual report on fraud and updates
on other initiatives eg National Fraud Initiative.

Fraud risks , including specific accounts or classes of
transactions where fraud risks have been identified.

Although there is an on-going risk of fraud being committed
against Acivico, arrangements are in place to both prevent and
detect fraud. These include work carried out by Internal Audit
on the internal audit plan for Acivico.

The risk of material misstatement of the accounts due to
undetected fraud is low.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment
Group Accounts

Appendix 1
Question - Acivico Response
How management communicate to those charged with Acivico uses the same systems and processes as Birmingham
governance regarding business risks (including fraud). City Council and therefore Internal Audit provides the Acivico

Audit Committee and the BCC Audit Committee with updates of
their work on fraud prevention and detection, including any
significant identified frauds and the action taken on behalf of
Acivico.

The Committee receives an annual report on fraud and updates
on other initiatives eg National Fraud Initiative.

Your Management's awareness or allegations of fraud, errors, | Senior Management are made aware in detail of any

or other irregularities during the period. allegations of fraud as they affect them and their staff, via
discussions with the Chief Executive and Head of Acivico
Finance as appropriate. Serious fraud issues are also reported
to the Acivico Board and the Acivico Audit Committee as
appropriate, however, there have been none to date.

Management's awareness of transactions, events and Any events that would give rise to recognition or disclosure of
conditions (or changes in these) that may give rise to significant accounting estimates are reported to both the Senior
recognition or disclosure of significant accounting estimates Leadership Team of Acivico, Acivico Audit Committee and to
that require significant judgement. the Acivico Board. Such matters are also reported to the AD

Finance in Birmingham City Council.

How your organisation would raise BCC’s Audit Committee's Acivico uses the same systems and processes as Birmingham
awareness of fraud or suspected fraud. City Council and therefore Internal Audit provides the Acivico
Audit Committee and the BCC Audit Committee with updates of
their work on fraud prevention and detection, including any
significant identified frauds and the action taken on behalf of
Acivico.

The Committee receives an annual report on fraud and updates
on other initiatives eg National Fraud Initiative.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question - Acivico

Response

How your organisation would communicate financial risks to
BCC e.g. losses.

Monthly meetings with AD of Finance, BCC staff at Strategic
Partnership Board and meetings by exception, as necessary.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question — Birmingham Airport

Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

e The Airport has a robust Internal Audit (1A) function which
periodically reviews the financial functions and findings are
reported through to the Airport’s Audit Committee. |A
reviews carried out during 2017/18 and as with previous
years’ support strong accounting and have highlighted no
major concerns.

¢ In addition the external audit review carried out by PwC on
both the controls framework of The Airport, which is an
equally important review for certifying accuracy of records,
and the yearend statutory review have both demonstrated
strong financial records and have highlighted strong controls
and no major concerns.

[ ]

Your Management's views on your risk assessment process as
it related to financial reporting.

The risk assessment process is ‘fit for purpose’ and is
supported by a robust internal audit function and external audit
review. In addition we keep proper accounting records that
disclose with reasonable accuracy at any time the financial
position of the company and group.

e Annually we set Budgets which outline the forthcoming
year’s expectations for financial and statistical results.
Budgets are a useful function to benchmark and compare
actual results against which could potentially highlight
inaccuracies with accounting.

e The Airport prepares Monthly management accounts (and
adopted FRS102 (new UK GAAP) during 2015/16 and the
monthly management accounts are being prepared on this
basis), reporting actual results against budget on a monthly
basis in a timely manner. In addition the report includes Key
Performance Indicators (KPIs) which are traffic lighted (red,
amber, green) which direct attention to variances from prior
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question — Birmingham Airport

Response

year and Budget. The process includes investigating
variances to budget with any anomalies identified and
followed through to resolution.

The management accounts process is a thorough robust
process and is able to disclose at any point in time the financial
position of the company, subject to any processes that only
occur at yearend such as actuarial valuations in accordance
with accounting standard FRS102.

Matters and events which occurred during the year that could
influence your audit approach or BCC’s consolidated financial
statements.

None to report at this point in time.

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

The financial statements continue to be prepared and comply
with New United Kingdom Generally Accepted Accounting
Practice (UK GAAP) following the adoption in 2015/16.

e To the best of our knowledge using the experience and
professional knowledge of staff and external guidance, the
financial statements have been prepared in accordance with
New UK GAAP and the Companies Act 2006.

¢ |t should be noted that during 2017/18 there have been no
fundamental changes within The Airport which would raise
any concerns with regard to financial statements being
prepared consistently with previous years.

We have selected and applied consistently, suitable accounting

policies that are relevant to the company’s and group’s

business

¢ The accounting policies adopted during the year are
consistent with those applied in prior years.

Accounting Policies are considered with any new area which
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment
Group Accounts
Appendix 1

Question — Birmingham Airport Response

arises during the year.

Your Management's processes for identifying and responding | e Where risks of fraud are apparent or have been identified by

to risks of fraud. internal audit or external auditors, management responds to
these by reviewing existing controls and where necessary
implementing additional controls.

e Consideration to risks of fraud forms part of Management’s
processes, for example additional controls were
implemented to reduce the risk of fraud on changing supplier
bank account details.

How those charged with governance monitor management's The Airport has a robust Internal Audit (IA) function which
processes for identifying and responding to risks of fraud. periodically reviews the financial functions and findings are
reported through to the Airport’'s Audit Committee (AC).

e The IA function reports to the Chair of the Audit Committee
and reports independently from management to the AC three
times per annum.

The Executive Board (EB) of directors formally reports to the

Board six times per annum, any concerns raised by the EB are

followed up with further supporting work and reporting.

Fraud risks , including specific accounts or classes of PWC identified during the economic downturn that there had
transactions where fraud risks have been identified. been an increase in fraudulent activities in changing bank
details held within supplier payment ledgers, with employee’s
changing bank details from supplier’s details to their own
personal details. Immediately following this awareness, The
Airport increased its controls in this area and these were
subsequently reviewed by the Internal audit and external
auditors for satisfactory compliance.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question — Birmingham Airport

Response

How management communicate to those charged with
governance regarding business risks (including fraud).

Internal Audit maintain a risk register which is updated by
management and is reported to the Audit Committee three
times per annum highlighting any changes.

Your Management's awareness of any events or changes in
circumstances that would cause an impairment of non-current
assets.

Management are not aware of any events or changes in
circumstances that would cause an impairment of non-current
assets. Should there be an awareness of this situation then
Management would report through the Executive Board and
then subsequently through to the Board.

Your Management's awareness or allegations of fraud, errors,
or other irregularities during the period.

No fraudulent or irregularities have been identified by the
Directors or the Internal and External audit process.

Management's awareness of transactions, events and
conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

The Airport’s judgements and estimates made are reasonable

and prudent.

e The Airport makes relatively few judgments and estimates in
preparing the financial statements and where the directors
have had to make provisions they are reasonable and
prudent.

The provisions held are subject to a timed release policy where

any greater than three years old are subject to a phased

release, provisions held with this policy highlighted during

PwC'’s review and identified within their audit report

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

The Airport’s Board and Audit Committee include
representatives from BCC and therefore any fraud or
suspected fraud would be reported to BCC via their
representatives on these bodies.

How your organisation would communicate financial risks to
BCC e.g. losses.

The Airport’s Board includes representatives from BCC and
therefore any financial risks would be reported to the Board and
hence BCC would be informed through this channel.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question — Finance Birmingham

Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

As an FCA regulated company, Finance Birmingham has
good and comprehensive governance and risk policies,
including whistleblowing. Financial controls exist and a full
accounts audit is undertaken by a third party (currently Grant
Thornton) on an annual basis. Additionally, contracts are in
place with external compliance advisors.

Your Management's views on your risk assessment process as
it related to financial reporting.

The company’s financial performance is reported at every
Board meeting — an anomalies are reported immediately.
BCC officers and Councillors attend FB board meetings.

Matters and events which occurred during the year that could
influence your audit approach or BCC’s consolidated financial
statements.

None.

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

Accounting policies remain consistent — no changes required.

Your Management's processes for identifying and responding
to risks of fraud.

The senior operations team meets weekly and any identified
risk of fraud would be managed via this team, led by the
Compliance and Regulation Director.

How those charged with governance monitor management's
processes for identifying and responding to risks of fraud.

Any instances of fraud would be immediately reported to the
Board by the CEO.

Management ensures that there is the appropriate
segregation of duties in place to ensure that the risk of fraud
is minimised.

Fraud risks , including specific accounts or classes of
transactions where fraud risks have been identified.

None.

How management communicate to those charged with
governance regarding business risks (including fraud).

Through regular (weekly) operational meetings.

Your Management's awareness of any events or changes in
circumstances that would cause an impairment of non-current
assets.

None.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1
Question — Finance Birmingham Response
Your Management's awareness or allegations of fraud, errors, | None.
or other irregularities during the period.
Management's awareness of transactions, events and None.

conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

The CEO would report to the FB board and, at the same time,
raise awareness with senior BCC officers.

How your organisation would communicate financial risks to
BCC e.g. losses.

Through financial updates and review of management accounts
at monthly board meetings.
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Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question — Innovation Birmingham

Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

We have internal HR and financial policies which has been
agreed with Management and are adhered to. These are
reviewed and updated regularly. Management is happy with the
internal controls in place but the management is always
proactive in reducing the risks further by making any necessary
changes to the controls as and when needed. Fraud is rare
within the business.

Your Management's views on your risk assessment process as
it related to financial reporting.

Management is confident that the Financial policies in place are
sufficient to manage the financial reporting risks. These reports
are also assessed by the external auditors, Grant Thornton
who also produce an audit findings report which is reviewed by
the Directors of the business.

Matters and events which occurred during the year that could
influence your audit approach or BCC’s consolidated financial
statements.

The increasing time pressures placed on the company by the
BCC requirements for the final accounts to be completed
earlier to meet its requirements has meant that our year end
accounts process and audit dates have been pushed earlier in
the year to meet these tight deadlines.

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

No issues have arisen on the accounting policies used in the
period and no significant changes in activities are planned. No
issues were raised by our auditors during the audit.

Your Management's processes for identifying and responding
to risks of fraud.

We have an Executive Management team which formally
meets regularly (at least twice a month). Any identified risk of
fraud would be managed via this management team and would
be monitored and managed via the company risk register. The
formal risk register is regularly reviewed by Management and
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Question - Innovation Birmingham

Response

shared with the Directors of the business during the quarterly
board meetings. The Risk Register is also reviewed in detail
annually by the Board’s Audit and Remuneration Committee.

How those charged with governance monitor management's
processes for identifying and responding to risks of fraud.

Once the management team identifies risk of fraud, it would go
onto the risk register and the management team would take the
necessary steps to reduce the risk.

Fraud risks , including specific accounts or classes of
transactions where fraud risks have been identified.

No major area of potential fraud risk was identified by our
auditors in 2016-17.

How management communicate to those charged with
governance regarding business risks (including fraud).

The company’s management team meet regularly (formally at
least once a month) and is responsible for managing business
risk. During these management meetings, any potential risks
would be communicated and managed. This risk register
(Summarised version) is also shared with the Board of
Directors at each board meeting.

Your Management's awareness of any events or changes in
circumstances that would cause an impairment of non-current
assets.

Main asset we hold is the long term lease on Faraday Wharf
and iCentrum. Management is aware that negative economic
impacts along with occupancy figures falling significantly could
result in an impairment of this asset. The property is valued
each year either externally or by the Directors of the business.
We also hold a shareholding in a new start up business. We
receive regular board papers for this start-up company so any
negative news would be communicated to our management
team which may result in impairment.

Your Management's awareness or allegations of fraud, errors,
or other irregularities during the period.

The Management is not aware of any allegations of fraud,
errors or other irregularities during this period.

Page 15 of 25

Page 159 of 170




Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1

Question - Innovation Birmingham

Response

Management's awareness of transactions, events and
conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

Management is not aware of such type of transactions, events
and conditions.

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

We have BCC representative on our board as directors and
BCC officers who attend the meetings. So any fraud or
suspected fraud would be communicated in the quarterly board
meetings. We also are in regular communication with BCC
officers who would also be made aware of any such concerns.

How your organisation would communicate financial risks to
BCC e.g. losses.

Same as above. Also the company’s Management team would
work closely with BCC'’s finance department to communicate
and resolve any financial risks.
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Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

Review has recently been carried out with InReach’s
accountants, changes to be implemented in 18/19 to reflect the
forecast expansion of the company during 18/19

Your Management's views on your risk assessment process as
it related to financial reporting.

Financial performance is reported monthly to InReach Project
Board and bi-monthly Shareholder meetings

Matters and events which occurred during the year that could
influence your audit approach or BCC’s consolidated financial
statements.

none

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

Policies appropriate for the period, no changes during current
period

Your Management's processes for identifying and responding
to risks of fraud.

At InReach Project Board and Shareholder Meetings via the
risk register

How those charged with governance monitor management's
processes for identifying and responding to risks of fraud.

Monitoring is via the risk register, this is reviewed quarterly

Fraud risks , including specific accounts or classes of
transactions where fraud risks have been identified.

none

How management communicate to those charged with
governance regarding business risks (including fraud).

Via InReach Project Board and Shareholder Meetings

Your Management's awareness of any events or changes in
circumstances that would cause an impairment of non-current
assets.

none

Page 17 of 25

Page 161 of 170



Birmingham City Council 2017/18 Informing the Audit Risk Assessment

Group Accounts

Appendix 1
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Your Management's awareness or allegations of fraud, errors, | none
or other irregularities during the period.
Management's awareness of transactions, events and none

conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

Raised during monthly InReach Project Board and fed through
to Shareholder Meeting

How your organisation would communicate financial risks to
BCC e.g. losses.

Financial risks would be highlighted at the Shareholder Meeting
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Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

All transactions are processed through City Council financial
systems

Your Management's views on your risk assessment process as
it related to financial reporting.

All transactions are processed through City Council financial
systems

Matters and events which occurred during the year that could None
influence your audit approach or BCC’s consolidated financial
statements.

The appropriateness of accounting policies to be used in the N/A

period, and whether any changes in activities could require
them to be updated.

Your Management's processes for identifying and responding
to risks of fraud.

All transactions are processed through City Council financial
systems

How those charged with governance monitor management's
processes for identifying and responding to risks of fraud.

All transactions are processed through City Council financial
systems

Fraud risks , including specific accounts or classes of
transactions where fraud risks have been identified.

Largest transaction relates to payment of interest in relation to
£73m loan.

How management communicate to those charged with
governance regarding business risks (including fraud).

Largest transaction relates to payment of interest in relation to
£73m loan.

Your Management's awareness of any events or changes in
circumstances that would cause an impairment of non-current
assets.

N/A
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Question The National Exhibition Centre (Developments) Response
Plc
Your Management's awareness or allegations of fraud, errors, | N/A

or other irregularities during the period.

Management's awareness of transactions, events and
conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

An active market quote did not exist for the guarantee given by
Birmingham City Council over the Company’s 2027 Loan Stock
at 1 May 2015. Management therefore developed an estimate
of its fair value at initial recognition based on the trading price of
the company’s listed loan stock given the cash flows are
identical.

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

Birmingham City Council officers manage Company
Birmingham City Council officers have been appointed as
Company Directors

How your organisation would communicate financial risks to
BCC e.g. losses.

Birmingham City Council officers manage Company
Birmingham City Council officers have been appointed as
Company Directors
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Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

Paradise Circus Limited Partnership (“PCLP”), acting by
Paradise Circus General Partner Limited (the Board)
considers the internal control environment to be strong and
the overall inherent risk to be low.

PCLP is a joint venture between Birmingham City Council
(“BCC”) and Britel Fund Trustees Limited (“BFUT”). The
Board is responsible for the governance of the joint venture
and any financial risks would be communicated to the Board.
In addition, PCLP is subject to an annual external audit,
performed by HW Fisher. No issues have been reported in
relation to the overall control environment or systems of
internal controls.

Your Management's views on your risk assessment process as
it related to financial reporting.

The risk assessment process relating to financial reporting is
considered to be strong, with appropriate levels of internal
controls implemented across the business.

Matters and events which occurred during the year that could
influence your audit approach or BCC’s consolidated financial
statements.

Paradise Circus’ financial statements adopted FRS 102 for
the first time in prior year (YE 30 June 2016). The reported
financial position and financial performance for the current or
previous period were not affected by the transition.

No further known matters or events.

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

The accounting policies as set out in the 2016/17 financial
statements were considered to be relevant and appropriate
as at 19 December 2017 when the financial statements were
approved. The accounting policies are reviewed ahead of
each annual audit and discussed with the external auditors
as appropriate. There are no changes in the joint venture’s
activities which would require the accounting policies to be
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Question Paradise Circus Limited Partnership Response

updated.

Your Management's processes for identifying and responding There are processes in place across the business to identify
to risks of fraud. and reduce the risks of fraud. This includes the segregation of
duties, approval levels and structure of financial reporting.

No instances of fraud have been identified to date.

How those charged with governance monitor management's The Board receive and review the External Auditor’s report and
processes for identifying and responding to risks of fraud. representation letter.

Fraud risks , including specific accounts or classes of Fraud risks are reviewed and considered annually, in particular
transactions where fraud risks have been identified. in relation to business propositions or significant changes within

the business.

There were no significant audit or fraud risks noted in the paper
presented to the Board on 19 December 2017 by the External
Auditor.

The Board also signed the audit representation letter which
contained several representations on the identification and
prevention of fraud.

The risk of material misstatement of the financial statements
due to undetected fraud is low.

How management communicate to those charged with The Board receives and comments on various reports on

governance regarding business risks (including fraud). commercial business risks, and considers the entity’s
governance structure and processes at each meeting as
appropriate.

Your Management's awareness of any events or changes in None identified to date.

circumstances that would cause an impairment of non-current

assets.
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Response

Your Management's awareness or allegations of fraud, errors,
or other irregularities during the period.

None identified to date.

Management's awareness of transactions, events and
conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

None identified to date.

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

Any instances of fraud or suspected fraud would be flagged at
the regular Board meetings, which includes two representatives
from BCC.

How your organisation would communicate financial risks to
BCC e.g. losses.

PCLP is a joint venture between BCC and BFUT. The Board is
responsible for the governance of the joint venture and any
financial risks would be communicated to the Board.

Joint venture reporting is completed on a quarterly basis and
presented to the Board where the financial performance of the
joint venture is discussed including any key
financial/operational issues, risks or losses.
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PETPS (Birmingham) Capital Limited

PETPS (Birmingham) General Partner Limited

PETPS (Birmingham) Pension Funding Scottish Limited
Partnership

Response

Your Management's views on your control environment, the
process of reviewing the effectiveness of the system of internal
controls and the results of any review.

No financial transactions

Your Management's views on your risk assessment process as
it related to financial reporting.

No financial transactions

Matters and events which occurred during the year that could
influence your audit approach or BCC’s consolidated financial
statements.

Introduction of asset backed funding arrangement

The appropriateness of accounting policies to be used in the
period, and whether any changes in activities could require
them to be updated.

Introduction of asset backed funding arrangement

Your Management's processes for identifying and responding
to risks of fraud.

No financial transactions

How those charged with governance monitor management's
processes for identifying and responding to risks of fraud.

No financial transactions

Fraud risks , including specific accounts or classes of
transactions where fraud risks have been identified.

No financial transactions

How management communicate to those charged with
governance regarding business risks (including fraud).

No financial transactions
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Question PETPS (Birmingham) Limited

PETPS (Birmingham) Capital Limited

PETPS (Birmingham) General Partner Limited

PETPS (Birmingham) Pension Funding Scottish Limited
Partnership

Response

Your Management's awareness of any events or changes in
circumstances that would cause an impairment of non-current
assets.

N/A

Your Management's awareness or allegations of fraud, errors,
or other irregularities during the period.

No financial transactions

Management's awareness of transactions, events and
conditions (or changes in these) that may give rise to
recognition or disclosure of significant accounting estimates
that require significant judgement.

N/A

How your organisation would raise BCC’s Audit Committee's
awareness of fraud or suspected fraud.

Birmingham City Council officers manage Company
Birmingham City Council officers have been appointed as
Company Directors

How your organisation would communicate financial risks to
BCC e.g. losses.

Birmingham City Council officers manage Company
Birmingham City Council officers have been appointed as
Company Directors
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