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Section one: Introduction and summary

By the Chair and Chief Executive

This has been another challenging year
for many of the people and projects we
are here to support. There are fewer
opportunities to find funding elsewhere
and so we are acutely aware of the
responsibility we owe to communities
and people most in need.

In 2013/14 we received £662 million from the
National Lottery and we made £670 million in grant
awards to over 12,000 projects across the United
Kingdom. Over 90 per cent of our funds went directly
to the voluntary and community sector. We also
appreciate the importance of the small and the local

— 88 per cent of our awards went to projects valued
at £10,000 or less. Our total operating costs were
7.4 per cent and our core operating costs were 5.4
per cent of Lottery income.

Our work to improve the quality of life has touched
the lives of many — from newborn infants to the
veterans of World War Il. We can look back across the
year with some pride in the grants we have been able
to make. The launch of the Spirit of 2012 Trust has
created the chance to give real meaning and energy to
the community legacy arising from the Olympic and
Paralympic Games across the UK. In Wales, Grab a
Grant has engaged with local media and the public to
make changes in challenged communities; in Scotland
— where we are looking forward to the
Commonwealth Games — our 2014 Communities
programme has provided new opportunities for
people to get physically active. Our Culture for Al
programme in Northern Ireland supported small
projects, playing a part in the Derry/Londonderry City
of Culture celebrations; and in England we have
continued to develop our open and responsive grant
programmes and have developed a significant

£150 million investment, Power to Change, which will
support the growth of local community based
enterprises across the country.
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This has also been a
challenging year for the
Fund and a year of
transition. We have
replaced our 13-year-old
funding management
system with a new IT
system which, like most
new IT systems, has
encountered some
problems. It is greatly to
the credit of our staff at all levels across the UK that
they have continued to provide a valued service to
our customers through what has undoubtedly been a
difficult time.

DITERY
L

Last year | paid tribute to the work of our departing
Chief Executive Peter Wanless. In October the Board
appointed Dawn Austwick to the post of Chief
Executive. She has already implemented several
changes to the way we work as an organisation. |
know that change takes time and can be difficult but
it is essential if we are to fulfill our mission to help
communities and people most in need. Dawn has
started to lead us through that change.

Dawn is also leading the organisation through a
wide-ranging conversation — Your Voice Our Vision

— which will inform how we distribute our National
Lottery funding from 2015 to 2021. And at the time
of writing we were able to welcome the publication of
the Cabinet Office’s Triennial Review of the Big
Lottery Fund. The Review concluded the Fund is highly
respected and “a valued organisation with an
important role to play with the Voluntary, Community
and Social Enterprise sector as well as with the public
sector partners and business stakeholders.” We are
delighted by this vote of confidence.

Peter Ainsworth
Chair



The work we do at the Big Lottery
Fund is ultimately about people;

and the people we fund are doing
extraordinary things with our funding.
We are privileged to be able to support
thousands of community projects each
year which benefit millions of people
across the country.

Since my arrival | have been lucky enough to visit
many of these projects and to meet people whose
passion, ingenuity, and strength takes my breath
away. For example, | recently visited Destined in
Derry/Londonderry. Destined was set up by Dermot
O’Hara to improve the life chances of his daughter
Roisin who has a learning disability. The organisation
has gone from strength to strength with our support
providing vital training and social activities for people
with a learning disability, giving them the
independence to play a full role in their local
community breaking down the barriers and isolation
that people with a learning disability experience and
helping the organisation develop important
partnerships with different sectors.

Destined illustrates the kind of projects we want to
support: local and people-centred, building on existing
passions, strengths and opportunities and seeking to
collaborate and build alliances with others.

Not all that we fund fits this mould. It's important that
we continue to offer a blend of funding programmes
across our four country and UK portfolios, using our
funds to help others address knotty problems and
seize opportunities. But our responsive, demand-led
funding lies at the heart of what we do, providing a
springboard for our thematic programmes such as
Growing Community Assets or Headstart or Our
Environment Our Future.

Our commitment to the voluntary and community
sector remains constant but ultimately it’s about the
people who benefit from our funding. We want this
focus on people to guide how we evolve as a funder.
We are going through a period of change but our
mission remains the same: to support communities
and those most in need. But as with all organisations
we need to reflect on how we should adapt and
respond to the changing world around us.

As a major funder we are
a repository of much
knowledge and
information. We want to
unlock more of this, to
develop our own practice
and inform others. One
small step this year has
been to release grant data
from 2004 onwards in
open data format,
enabling others to analyse, interrogate , and
comment on it. We are working with other funders to
see how we can go further in this area. This desire to
make more of a difference through partnership
working is another area of focus for the future with
other funders but also with colleagues in the public
and private sectors. In so doing we want to develop a
sustained conversation with our stakeholders, from
beneficiaries to policy makers so that our decisions
are informed by the world around us.

The work we have undertaken on Your Voice Our
Vision, to inform our strategic framework from 2015
to 2021, reflects this ambition. We have been
proactive in engaging and listening to beneficiary
voices and practitioners across the UK both online and
face-to-face. All these voices will help shape our
future direction and it is brilliant that so many people
want to contribute. These conversations have been
wide-ranging and informative and they set a tone for
how we want to work and engage.

As the Chair says, this has been a year of transition
for the Fund. Despite this those who work at the Fund
remain passionate and dedicated. | would like to thank
colleagues for the warm welcome | received on my
arrival, for the commitment, thoughtfulness, and
teamwork they demonstrate every day, and for the
confidence they give me as we look to the future. |
am committed to working with them, the Board, and
our other non-execs, to take the organisation forward
so that we are best placed to respond to the
opportunities and challenges we face, to cherish the
local, and maximise the potential of National Lottery
funding.

Dawn Austwick
Chief Executive
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Section two: Our strategic report

Development and Performance

Our strategic framework to 2015,
available at www.biglotteryfund.orguk/
about-big/our-approach/fresh-thinking
set out the principles which underpin
our approach to funding in the UK.
Each year we publish a corporate plan
setting out a specific budget, objectives
and targets for the year ahead. This
annual report is our report back

on our achievements against those
commitments.
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The Corporate plan 2013/14 identified three
corporate objectives to shape our priorities and set
10 key performance indicators to measure success.
Our performance against these has been monitored
against our published targets and reported to the
Board throughout the year. These objectives are:

Efficiency — We are managing public funds
efficiently.

Customer focus — Those who enquired about,
applied for or received our funding said we

provide an excellent service to them. We have strong,
positive relationships with key stakeholders,

and with the public at large.

Effectiveness — Our funding programmes bring real
improvements to the lives of our beneficiaries.

This is a brief summary of how we performed against
the three objectives.


www.biglotteryfund.org.uk/about-big/our-approach/fresh-thinking
www.biglotteryfund.org.uk/about-big/our-approach/fresh-thinking

Corporate objective one:
We are managing public funds efficiently.

Key Performance Indicator

End of year report

The VCS receives at
least 80 per cent of
our funding.

During 2013/14 we awarded 92 per cent of our funding to the VCS.

More than 80 per
cent of the total
agreed grant budget
for 2013/14is
committed.

In our corporate plan for 2013/14 we planned to award a total grant budget
of £1,033.3 million, an unusually large amount because it included several
large strategic grant programmes. The actual value of awards made during
2013/14 was £670 million (35.8 per cent less than the original budget). The
target was not met largely because we decided that two strategic
programmes, A Better Start (£150 million) and Ageing Better (£121 million),
would be more effective if additional time was allowed for applications to be
developed. These awards will now be made early in 2014/15. In addition
£37 million was not used on the Advice Services Transition Fund due to a
lower level of fundable applications, and this budget has been transferred to
other programmes in future years.

Our corporate plan target is based on actual awards made in the year and does
not include the year-end adjustment for soft commitments where the award
has not been formally accepted by the recipient. This is why the value is
different from the grant commitments shown in the accounts.

Total operating
costs (core and
front-line costs) are
not more than 7.4
per cent of Lottery
income.

Core operating
costs are not more
than 5.4 per cent of
Lottery income.

We met these targets, as our total operating costs were 7.4 per cent and our
core operating costs were 5.4 per cent of Lottery income, despite Lottery
income being £81 million less than expected.

We budgeted for higher operating costs than in 2012/13, mainly because we
started to amortise the new funding management system during the year.
This added £1.2 million to our costs, but we still spent less than our budget.

By year-end the
grant paid out to all
our funded projects
is within 20 per cent
of the payments
total we forecast.

We paid out £592 million in grant payments in 2013/14 — 21 per cent below
the original forecast. Payments were delayed on a number of strategic
programmes as a result of decisions to defer awards for a few months as set
out above. However, £17 million was paid earlier than expected in 2012/13
to the Big Local Trust.

Annual Report and Accounts 31 March 2014
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Section two: Our strategic report

Corporate objective two:
Those who enquired about, applied for or received our funding said we provided an excellent service
to them. We have strong, positive relationships with key stakeholders, and with the public at large.

Key Performance Indicator | End of year report

More than 77 per | This year Ipsos MORI completed more than 9,000 online interviews for us
cent of customers | with customers including: unsuccessful applicants; successful applicants; those
are satisfied with awaiting a decision; and pre-application enquirers as well as those currently
our service. delivering a project with our funding. The results show that 80.5 per cent of
our customers were satisfied with the overall experience of our service.

As well as overall satisfaction, we also measure satisfaction with: staff
attitude; professionalism; quality of service; timeliness; and quality of
information.

The Fund handled more than 100,000 enquiries and applications over the
year. Through our formal complaints procedure we have recorded 37 (35
2012/13) complaints about the service received.

The percentage of | During 2013 our sponsor department the Cabinet Office conducted a Triennial

MPs and other Review of the Big Lottery Fund, as part of this they undertook a survey of Big
stakeholders who | Lottery Fund’s stakeholders. The Cabinet Office has released the findings of
perceive the Big this survey as part of the Triennial Report which is available at www.gov.uk/
Lottery Fund as government/publications/big-lottery-fund-triennial-review-2014
effective. As a result we did not commission the stakeholder survey referred to in the

2013/14 Corporate Plan.

The percentage of |In 2013/14, 90 per cent (88 per cent in 2012/13) of coverage across
national media national media was favourable. These results are well within the 75 per cent
coverage is tolerance that the Board set.

favourable.

Corporate objective three:
Our funding programmes bring real improvements to the lives of our beneficiaries.

Key Performance Indicator | End of year report

93 per cent of This year 42 of our 72 programmes were reviewed and 39 (92.9 per cent of
grant programmes | those reviewed) were judged as being ‘effective’. Programmes are not
achieve their agreed | reviewed in their first year.

effectiveness
rating.
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Financial performance

Income

During 2013/14 we received £662 million of income
(2012/13 £774 million) in proceeds from the
National Lottery, a reduction of £112 million on the
previous year. While Lottery ticket sales fell 3.5 per
cent to £6,731 million (2012/13 £6,977 million) this
was not the main reason for the fall in our income. The
main reasons for the reduction in income were:

® areduction in the level of Euromillions rollovers
(which generate a particularly high level of income
for each £1 of ticket sales) of £42 million

@ a reduction in the value of unclaimed prizes (which
entirely come to the good causes) of £30 million

® anincrease in the prize fund to support the launch
of the £2 Lotto ticket in November 2013 (which
will be returned to the good causes over the next
few years) which reduced income by £25 million.

Lottery income from ticket sales
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The net proceeds of the National Lottery are held in
the National Lottery Distribution Fund (NLDF), which
is under the stewardship of the Secretary of State for
Culture, Media and Sport, until drawn down by
Lottery distributors. The Big Lottery Fund receives the
same share of the investment income of the NLDF as
of proceeds from the National Lottery, currently

40 per cent. In 2013/14 this was £3.1 million
(2012/13 £4.1 million).

In addition to National Lottery funding we run non-
Lottery programmes, using powers given to us by the
National Lottery Act 2006. These powers give us
scope to work with others to distribute funds on
behalf of, or alongside, other organisations.

Since November 2008 the Dormant Bank and
Building Society Accounts Act has enabled banks and
building societies to transfer money held in dormant
accounts to a central reclaim fund for reinvestment in
the community. We also receive transfers from
Reclaim Fund Ltd of funds from dormant bank and
building society accounts (2013/14 £83.6 million;
2012/13 £50.0 million). We deposit funds until
required and received interest of £0.11 million
(2012/13 £0.03 million). A Memorandum set of
annual accounts appears on page 74 .



Section two: Our strategic report

How we decide how much to award
Our strategy is to award the maximum amount of
funding that we safely can over a five-year period.

The strategy does not mean that we will make exactly
the same value of awards or payments each year. It
aims to produce a broadly stable level of public benefit
from our funding each year. In some years this may
include us making some larger awards and payments
which produce benefit over a number of years.

Many of our grant awards pay out for a number of
years after they are made. This reflects our policy of
supporting projects that run for up to five years
(sometimes longer) and our funding of capital
projects.

The fact that many of our grants will be paid out
several years after they are awarded means we can,
and do, make commitments from money that we do
not yet have. At 31 March 2014 we had £1,132
million (2012/13 £891 million) of outstanding
commitments, but only had £383 million (2012/13
£354 million) with which to meet them: leaving
excess commitments of £749 million (2012/13
£537 million) equivalent to about 12 months future
income based on our current projections.

Our future income is uncertain — no one knows how
much National Lottery income there will be. So we
have to be prudent. The Department for Culture,
Media and Sport produce projections of future
income based on the assumption that National Lottery
ticket sales will remain broadly at their current level
into the future — we call this the ‘central case’ and use
it for our long-term planning of likely future spending.

The graph on page 13 shows how things are expected
to work out on the central case. These figures include
our projections of our current planned programme
spend for 2014 — 2017.
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We cannot make actual grant commitments on the
basis of the central case. If we did, and Lottery income
fell, we might be unable to meet all our commitments.
So we produce a more cautious projection based on
historical movements in ticket sales which we call the
‘5 per cent case’ (because we estimate that it has
about a 5 per cent chance of actually happening).

The history of the Lottery shows that this is not being
over-prudent. While National Lottery ticket sales
have grown strongly in recent years, actual ticket
sales fell 17 per cent between 1998 and 2003. A fall
of the scale in our 5 per cent projection is clearly a
possible scenario.

We limit our actual grant commitments so that on the
5 per cent case our projected NLDF balance would
not fall below zero. The following graph shows that on
the 5 per cent case our planned commitments could
not be met in full from 2017/18, and we would need
to reduce our plans if income fell to this extent. Al
current commitments can be met on the 5 per cent
case. Planning over several years in this way ensures
that we can make any necessary changes to our
programmes with little disruption.
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Section two: Our strategic report

National Lottery Distribution Fund (NLDF)  We do not set a target for our NLDF balances. As we

balances do not control National Lottery income, it is impossible
Our NLDF balance is £383 million (2012/13 for us to manage the balance in the short-term. The
£354 million) at 31 March 2014. funding strategy set out above is to make the

maximum value of grant commitments that we can
over a five-year period. This will lead to the NLDF
balance being as low as is prudent. The actual level
will vary according to the structure of our
programmes at any time.

Closing NLDF halance

1200 [—

Our balance has reduced from over £1 billion in 2004,
but is now fluctuating around the lowest prudent
level.
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Our operating costs — ensuring we are
working efficiently

Our key measure of financial efficiency is the share of
our Lottery income that we spend on distributing it.
We exclude from this measure costs that we recharge
to other people, for example the costs of distributing
non-Lottery money. We also exclude one-off costs
that are investment to achieve future efficiencies. On
this basis the cost of distributing Lottery money was
£49.7 million (2012/13 £48.1 million). This
represents 7.4 per cent of Lottery income (2012/13
6.2 per cent).

The Government has asked National Lottery
distributors to reduce their operating costs to meet
two targets: Lottery operating costs are to be limited
to 8 per cent of Lottery income, while core
administration costs are to be limited to 5 per cent of
Lottery income. We have agreed to meet these
targets by 2014/15. Core administration costs are
mainly the costs of processing applications and
managing grants, including all the support costs.

80
75
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The narrower target of 5 per cent for core
administration costs excludes those costs that are
considered to provide front-line support to grant
applicants and recipients and to the public. For
example, the provision of advice and assistance to
organisations applying for Lottery funding and
activities to involve the public in Lottery decision-
making.

We are already achieving the 8 per cent target. Our
core administration costs were 5.4 per cent of Lottery
income in 2013/14 and we have budgeted for
further savings to achieve the target of 5 per cent in
2014/15.

How our costs have reduced since 2004
We have made substantial savings since the Big
Lottery Fund was created in 2004. The chart below
shows how actual costs have reduced since 2004/05,
the year that the Big Lottery Fund was formed
through the merger of the New Opportunities Fund
and the Community Fund, compared with what would
have happened if they had simply risen in line with
inflation.

I Admin costs - actual
[ Admin costs - inflated

40
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Section two: Our strategic report

What we achievedin 2013/14

During the year we continued to work towards the
delivery of the 5 per cent core operating cost target,
which we will deliver in 2014/15. Although Lottery
operating costs rose by £1.6 million during the year,
£1.2 million of this was due to the amortisation of the
new funding management system from when it was
brought into use in September 2013. This was taken
account of in our plans.

Most of our directorates have already achieved their
targets. The exceptions relate to operational staffing,
where savings of 100-150 posts were to be achieved
from restructuring and from the implementation of
the new system.

Because of the delay in implementation, planned
reductions in operational staffing were delayed until
earlyin 2014/15.

What we are planning to achieve in
2014/15

We have budgeted to deliver the 5 per cent target in
2014/15. The target is based on Lottery income of
£752 million, as projected by DCMS in December
2013, immediately before our budget was prepared.
As this is higher than currently projected income,
further savings will be required to maintain the target
in future years, if income does not increase.

Most of the savings are being achieved through
reductions in staffing. As at the end of May 2014
staffing had reduced by 46 from the numbers at 31
March 2014, and further reductions are planned for
later in the year.

In addition, savings are being made from reductions in
the space we occupy. These were delivered shortly
before 31 March 2014.

Although we are not now expecting to achieve as high
a level of savings from the new funding management
system as was originally planned, we have been able
to identify alternative savings which we expect will
enable us to meet our target.

We have also developed contingency plans for
additional savings, which we will implement if it
became clear that operational difficulties will prevent
the delivery of some of the budgeted savings.
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Our deficit for the year

We had a deficit for the year 2013/14 of
£214 million (2012/13 surplus of £67 million).
Our cumulative deficit at 31 March 2014 was
£684 million (31 March 2013 £470 million).

Our accounting policy requires us to treat awards as
expenditure as soon as they are accepted by the
recipient. Consequently our funding policy of making
awards that will be paid over a number of years that
we are confident we will be able to meet from future
income results in a deficit. This is not of any concern,
and we do not manage our surplus or deficit from
year to year. Instead we manage our cash flow over
the long-term as explained earlier in this section.

Auditors

Under the National Lottery Act 2006, our annual
accounts must be examined and certified by the
Comptroller and Auditor General.

Public sector information holder

In common with all public bodies, the Big Lottery Fund
is a public sector information holder. It has not
permitted and has therefore not charged for specific
reuse of information.

Equalities and Employees

Our commitment to equality

Our Equality Strategy sets out our priorities in this
area, both as an employer and as a funder. In the last
year, we have focused our efforts on promoting
greater staff involvement in, and awareness of,
equality considerations across the organisation. Our
equalities policy, principles and guidance for applicants
and grant holders is on our website:
www.biglotteryfund.org.uk/about-big/our-approach/
equalities

Equality in our funding
The following table highlights the equality monitoring
of our grant programmes.


www.biglotteryfund.org.uk/about-big/our-approach/equalities 
www.biglotteryfund.org.uk/about-big/our-approach/equalities 

therefore these responses incorporate double and triple counting.)

Number of applications Number of awards and Requested amount Awarded amount (£'000)
and application rate! application success rate | (£'000) and % of and % of awarded amount®
requested amount?
Ethnicity (Applicants are asked if their project will mostly benefit people from a specific ethnic background. They can select up to three categories

White UK 2,026 11% 1,229 61% £202,538 | 10% £38,115 8%
White other 749 4% 454 61% £90,995 5% £12,705 3%
Mixed/multiple ethnic groups 1,091 6% 660 60% £33,594 2% £14,570 3%
Asian/Asian UK 996 5% 621 62% £169,754 | 9% £19,627 4%
Black/African/Caribbean/ Black UK | 987 5% 514 52% £74,943 4% £14,570 3%
QOther ethnic group 411 2% 263 60% £17,964 <1% £9,430 2%
No specific ethnicity 15,230 79% 9,840 65% £1,600,488 | 83% £399,885 | 85%
Age (Applicants are asked if their project will mostly benefit people of a particular age group. Applicants can select more than one age group therefore
responses may incorporate multiple counting.)

0-24 8,803 45% 5,492 62% £1,306,220 | 65% £165,176 | 33%
25-64 3,895 20% 2,439 63% £821,407 | 41% £116,182 | 23%
65+ 2,050 10% 1,449 71% £117,272 | 6% £68,190 14%
No specific age 8,636 44% 5,270 61% £578,449 | 29% £262,158 | 52%
Gender (Applicants are asked if their project will mostly benefit people from a specific gender.)

Female 1,306 7% 795 61% £132,713 | 6% £47,945 9%
Male 458 2% 266 58% £15,872 <1% £11,130 2%
No specific gender 17,773 91% 11,222 63% £1,906,250 | 93% £481,182 | 89%

mainly belong to.)
Mainly Catholic
Mainly Protestant
Both

Neither

Community background (Applicants applying to programmes operating in Northern Ireland are asked which community those benefiting from their project

Welsh language (Applicants applying
All Welsh

Mainly non-Welsh

Mainly Welsh

No Welsh

227 22% 131 58% £4,159 16% £1,155 16%
251 24% 163 65% £3,766 14% £1,425 13%
534 52% 312 58% £19,959 65% £5,183 59%
27 3% 15 56% £1,171 4% £1,057 12%
to programmes operating in Wales are asked how many people who will benefit from their project speak Welsh.)
1 <1% 1 100% £5 <1% £5 <1%
776 66% 541 70% £61,309 80% £35,969 84%
304 26% 220 72% £9,201 12% £4,478 10%
87 7% 64 4% £5,815 8% £2,300 5%

"The application rate is shown as a percentage of the applications that requested the data

’The requested amount is shown as a percentage of applications that requested the data

3The awarded amount is shown as a percentage of the total funding awarded to those applications that requested the data
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Section two: Our strategic report

Number of applications Number of awards and Requested amount Awarded amount (£'000)
and application rate! application success rate | (£'000) and % of and % of awarded amount®
requested amount?
Religion or belief (Applicants are asked if their project will mostly benefit people of a particular religion or belief.)
No religion 5 <1% 3 60% £1,458 <1% £1,293 <1%
Christian 454 2% 273 60% £9,063 <1% £4,959 1%
Buddhist 2 <1% 1 50% £130 <1% £9 <1%
Hindu 12 <1% 8 67% £104 <1% £62 <1%
Jewish 121 1% 65 54% £2,149 <1% £1,365 <1%
Muslim 135 1% 74 55% £8,862 <1% £2,991 <1%
Sikh 5 <1% 2 40% £424 <1% £11 <1%
Other religion 17 <1% 7 41% £113 <1% £429 <1%
No specific religion 18,780 96% 11,819 63% £1,974,770 | 99% £487,028 | 98%
Disability (Applicants are asked if their project will mostly benefit disabled people.)
Disabled 2,390 12% 1,611 67% £150,397 | 7% £76,531 15%
Not disabled 17,115 88% 10,645 62% £1,875,641 | 93% £424,886 | 85%
Sexual orientation (Applicants are asked if their project will mostly benefit leshians, gay men or bisexual people.)
Lesbians/gay men/bisexual 147 <1% 96 65% £11,340 <1% £35,973 1%
Not specific to lesbians/gay men/ | 19,587 99% 12,255 63% £1,999,176 | 99% £531,418 | 99%
bisexual

"The application rate is shown as a percentage of the applications that requested the data

’The requested amount is shown as a percentage of applications that requested the data

3The awarded amount is shown as a percentage of the total funding awarded to those applications that requested the data

Equality in employment
Disability Status Big Lottery | Civil Service | UK
Fund economically
active
population
Staff with disability 4.5% 4% 13%
Staff without disability | 95.5% 96% 87%
Gender Big Lottery | Civil Service | UK
Fund economically
active
population
Female 63.2% 52% 44%
Male 36.8% 48% 56%
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Ethnic Group Big Lottery | UK
Fund economically
active
population
Asian 5.3% 3.0%
Black 2.6% 1.4%
Chinese 0.3% 0.3%
Mixed 1.0% 1.5%
Other 0.3% 0.4%
White Other 4.4% 3.4%
Total Black and minority ethnic (BME) | 13.9% 10.0%
White UK 83.5% 90%
Not Known 2.0%
Do not want to declare 0.6%




In 2013/14 38 per cent of the Board, 52 per cent of
the Senior Management Team and 61 per cent of
senior staff (grade D and E) were female.

Section 75, Northern Ireland Act 1998

As equality is central to all of our work we continue to
deliver the requirements of the statutory duties under
Section 75 of the Northern Ireland Act 1998. We
submitted our equality annual report to the Equality
Commission for Northern Ireland in August 2013.
Between October 2013 and January 2014 we
consulted publicly on our revised Equality Scheme and
Action Plan, better aligning our work with the Fund’s
corporate Equality Strategy and the Commission’s
Section 75 Guide for Public Authorities.

Welsh Language Scheme

Our Welsh Language Scheme was published in
September 20009. It sets out how we will treat the
English and Welsh languages on an equal basis in
providing services to the public in Wales and in the
process of awarding grants. The implementation of
the Scheme is monitored and discussed at regular
meetings between the Big Lottery Fund’s Welsh
Language Officer and the Welsh Language
Commissioner’s office. Our scheme was reviewed in
2013 in line with the new Welsh Language Measure,
and found to be of a satisfactory standard. During
2013 we also held staff briefing sessions to update
on the Census results and the forthcoming Welsh
Language Standards as well as updating our internal
guidance for funding officers. We look forward to
working closely with the Welsh Language
Commissioner’s office on putting our new Welsh
Language Standards in place over the next year.

Employee involvement

The Big Lottery Fund has a constructive relationship
with our joint recognised unions, Prospect and Unite,
and seeks to find and encourage opportunities for
employee involvement and consultation. The Big
Lottery Fund regularly seeks the views and opinions of
its staff through informal dialogue and through formal,
annual employee engagement surveys.

Staff sickness absence

We are committed to the health and well-being of our
staff and have a comprehensive sickness absence
policy. During 2013/14 the average number of days
of sickness absence was 8.4 days per employee (7.0
daysin 2012/13).
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Sustainability report

Internal sustainability

Staff engagement

In late 2012 we established a network of Green
Champions across the Fund. The Champions are
volunteers from a wide range of teams and
backgrounds, united by a desire to reduce our
environmental impact. They have received training in
order to develop and implement local sustainability
plans and engage staff interest.

This year the network has been strengthened by the
addition of a Coordinator. Their role is to facilitate
organisation wide engagement and action and help to
ensure the highest return on the Champions’ efforts.
The strengthening of the Champion network and the
employment of a Coordinator was one of the
suggestions taken forward from an independent
report on our environmental performance,
commissioned in 2012/13.

The report contained a number of detailed
suggestions on behavioural change, equipment use
and office upgrades. These, Champion and staff
suggestions have been brought together by the
Champions in the Fund's first UK-wide Environmental
Policy (EOP) and Action Plan (EAP) which was
formally adopted by the Senior Management Team in
October 2013. These reflect our ambition to become
a leader in good environmental practice, influencing
our staff, customers and suppliers to reduce their
environmental impacts.

The Champions are six months into implementing the
plan, which focuses on the key areas of electricity and
gas use, business travel, waste and water. The areas
correspond with those set out in the Government’s
Greening Government (GG) initiative and the actions
aim to help us achieve the GG targets.
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The plan has also introduced a policy to restrict
internal flights within England and Wales to
exceptional use only and has resulted in a 10 per cent
reduction in all travel budgets for the coming year
2014/15.

The Green Champions have used a number of
approaches to engage with staff on environmental
matters, including a Fund-wide travel less week,
where all staff were asked to think carefully about
how they plan their work and to avoid unnecessary
travel. Staff have been asked to think more about the
waste they produce and how they can reduce, reuse
and recycle. External organisations such as bus service
providers and cycle charities have been invited in to
advise staff about greener ways to travel.

In 2014 we will improve our environmental
sustainability by:

® reviewing the EP and EAP and continuing to
implement actions that bring us closer to the
ambitious Greening Government targets

® making monthly sustainability reports available to
all staff and continuing to try new ways of
engaging with all staff on sustainable behaviour
change

@ starting to think about we can help our customers
to be greener, through guidance, process changes
and packages of support.



Emissions, waste and consumption

Greenhouse gas emissions 2012/13 2013/14
Non-financial indicators (tCO,E) Total gross for Scopes 1 and 2 1,651 1,480
Total net for Scopes 1 and 2 1,651 1,480
(less reductions i.e. green tariffs)
Gross emissions for Scope 3 (business travel) 351 3N
Other Scope 3 emissions measured 0 0
Related energy consumption (kWh) | Electricity: non-renewable 2,830,692 2,655,317
Electricity: renewable 0 0
Gas 2,119,292 1,614,162
LPG 0 0
Other 0 0
Financial indicators (£000s) Expenditure on energy £527 £523
CRC Licence expenditure (2010 onwards) £- £-
CRC income from recycling payments £- £-
Expenditure on accredited offsets £- £-
Expenditure on official business travel £1,093 £1,009
Waste 2012/13 2013/14
Non-financial indicators (t) Total waste 120 126
Hazardous waste
Non-hazardous waste
p Landfill 2% 29
P> Reused/recycled 95 104
P> incinerated/energy from waste
Financial indicators (£'000s) Total disposal cost 52 52
Hazardous waste - Total disposal costs
Non-hazardous waste - Total disposal costs
» Landfill 1 9
P Reused,/recycled 4 43
P> incinerated,/energy from waste
Finite resources consumption/water 2012/13 2013/14
Non-financial indicators (m®) Water consumption - supplied 7,416 6,229
Financial indicators (£'000s) Water supply costs £40 £40

‘Scope 1 emissions’ are those from producing
greenhouse gases directly, for example by burning gas
in boilers, while ‘Scope 2 emissions’ are those
embedded in purchased energy such as electricity. At
present we are unable to separate these because so
much is indirectly bought through our landlords, but
we're working to improve information for future
years.

We are now seeing a further impact, following office
space reductions made during the year, on our energy
consumption, with a further reduction in emission
levels. This is mirrored by a decrease in costs owing to
energy pricing being less volatile during the year than
previously.
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‘Scope 3 emissions’ from business travel reduced
slightly during the year. Our emissions are already low,
but we will continue to look for ways of reducing
them still further. Costs also decreased
proportionately.

The table on page 21 shows waste production and
the proportion we are sending to landfill reduced
during the year.

Focus has been put on reducing water consumption in
the offices and this decreased slightly during the year
(as illustrated in the table on page 21).

Where information has not been available due to the
timing of service charge reports from some landlords
we have used figures from 2012/13 in order to
provide a full picture of our sustainability.

Our payment policy and practice

In accordance with the Better Payment Practice guide,
we aim to pay all our creditors within 30 days of
receiving an invoice, unless other terms and conditions
have been negotiated. In 2013/14, 96 per cent (95
per cent 2012/13) of all creditors were paid within
30 days of receiving an undisputed invoice.

The percentage of suppliers paid within 10 days under
the Government’s prompt payment challenge was 36
per cent during 2013/14 (35 per cent 2012/13).

However, our overall creditor days (the total value of
our creditors at 31 March 2014 divided by total
creditor payments during 2013/14, expressed in
days) was 12 days (11 days 2013/14).
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Additionality

In accordance with the National Lottery Act 2006 all
Lottery distributors are required to report on their
additionality policy and practice. Additionality is an
important principle of our funding. We use the
following definition:

“Lottery funding is distinct from Government funding
and adds value. Although it does not substitute for
Exchequer expenditure, where appropriate it
complements Government and other programmes,
policies and funding.”

All awards made in 2013/14 were consistent with
this definition of additionality.

In addition to this definition we also take account of
the following provision on additionality set out in our
policy directions

“ADDITIONALITY AND COMPLEMENTARITY - the
development of programmes and funding of projects
should complement, add value and be distinct from
the work of other funders and parties working
towards the Big Lottery Fund’s goals.”
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Section three: Our governance

This section of the report contains:

> Statement of Accounting Officer’s
Responsibilities

» The governance statement of the Accounting
Officer

» Membership of the Board, country committees
and Senior Management Team

» The register of interests of members
» The remuneration report

Statement of Accounting Officer’s
Responsibilities

Under Section 36A of the National Lottery Act etc.
1993 (as amended by the National Lottery Acts
1998 and 2006), the Secretary of State for Culture,
Media and Sport has directed the Big Lottery Fund to
prepare a statement of accounts for each financial
year 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 Big Lottery Fund and of our
income and expenditure and cash flows for the
financial year.

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, including the relevant
accounting and disclosure requirements, and apply
suitable accounting policies on a consistent basis

® make judgments and estimates on a reasonable
basis

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

@ prepare the financial statements on a going
concern basis.
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The Accounting Officer for the Department for
Culture, Media and Sport has designated the Big
Lottery Fund's Chief Executive as Accounting Officer.
The responsibilities of an Accounting Officer, including
the responsibility for the propriety and regularity of
the public finances for which the Accounting Officer is
answerable, for keeping proper records and for
safequarding the Big Lottery Fund’s assets, are set out
in ‘Managing Public Money’ published by HM Treasury.

Big Lottery Fund was created by the National Lottery
Act 2006, which set out the primary rules under
which it operates. It has also been given functions
under the Dormant Bank and Building Societies Act
2008. Big Lottery Fund is a non-departmental public
body (NDPB) and | am fully accountable for Big
Lottery Fund’s funds to Parliament. Certain orders
relating to National Lottery and dormant account
money are made by the UK or Scottish Parliaments,
but the main government oversight of Big Lottery
Fund is exercised through directions issued by
ministers.

As Accounting Officer, as far as | am aware, there is no
relevant audit information of which the Big Lottery
Fund’s auditors are unaware. | have taken all
reasonable steps as Accounting Officer to make
myself aware of any relevant audit information and to
establish that our auditors are aware of that
information.

Delegated responsibilities

The Fund has, wherever appropriate, sought to use
the powers of delegation provided by the National
Lottery Act 1998. As a result of this, other parties
may be accountable for specific elements of
programmes.



Joint schemes

The Big Lottery Fund has entered into joint schemes,
as defined in the National Lottery Act 1998, to
provide funding alongside other bodies to achieve the
outcomes defined by the relevant Joint Scheme
Order. In these schemes, our Accounting Officer is
responsible for ensuring:

® Lottery funds allocated by the Big Lottery Fund are
applied in accordance with our legal powers

® the economic, efficient and effective use of
Lottery funding allocated by the Big Lottery Fund
to the programme

® that the systems used for operating the
programme are robust and fit for purpose

® the mechanism for allocating the administrative
costs of the programme is agreed between the
participating Lottery distributors.

In addition, the Big Lottery Fund’s Accounting Officer
is also responsible for the delivery of the systems
used for operating the Awards for All England
programme, which the Big Lottery Fund administers.

During 2013/14 the Big Lottery Fund has
participated in the following joint scheme:

® Parks for People — a scheme administered by the
Heritage Lottery Fund on behalf of the Heritage
Lottery Fund and the Big Lottery Fund.

Award partners

We have used the powers provided by the National
Lottery Act 1998 to delegate to award partners the
grant schemes listed below. The delegation
agreement between us and the award partners sets
out the responsibility of the chief executive of the
award partner to ensure that the systems
implemented to administer Lottery applications and to
process and monitor Lottery grants are acceptable
and fit for purpose and that Lottery funds are
distributed with due reqularity and propriety.

| retain responsibility for the overall safeguarding of
the public funds provided to the Big Lottery Fund and
for ensuring that award partners operate within our
agreed terms and in line with the financial and policy
directions provided to me.

Our award partners:

® as part of the Changing Spaces programme:
Royal Society of Wildlife Trusts — Local Food
Building Research Establishment Ltd
Groundwork Trust
Natural England
Mind

® as part of our People Powered Change outcomes:
The Foundation for Social Entrepreneurs

® as part of the Social Investment programme:
School for Social Entrepreneurs

® as part of the Space and Places programme:
Community Foundation for NI

® as part of the International Communities
programme:

Basic Needs

Chief Executive and Accounting Officer
10 July 2014

Annual Report and Accounts 31 March 2014
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The governance statement

As Chief Executive and Accounting
Officer this governance statement is my
responsibility. I have responsibility for
maintaining a sound system of internal
control that supports the achievement
of the Big Lottery Fund’s policies, aims
and objectives whilst safequarding the
public funds and assets for which I am

responsible.

| was appointed to this position with effect from 1
October 2013. | have obtained information from the
Acting Chief Executive, Ceri Doyle, for the six months
of the year prior to my appointment. | have
considered the Head of Internal Audit’s annual
assurance report. This statement sets out how | have
discharged my responsibility to manage and control
Big Lottery Fund'’s resources during the year. It aims to
give a clear understanding of the way in which the
Fund works and is controlled and explains the main
risks facing it and how well these are being managed.

Big Lottery Fund’s accountability to
Parliament, the devolved legislatures and
government

The Fund operates across the UK and was created by
the National Lottery Act 2006, which set out the
primary rules under which it operates. It has also been
given functions under the Dormant Bank and Building
Societies Act 2008. The Fund is a non-departmental
public body (NDPB) and | am fully accountable for our
funds to Parliament. Certain orders relating to Lottery
and dormant account money are made by the UK or
Scottish Parliaments, but the main government
oversight of the Fund is exercised through directions
issued by ministers.

The Secretary of State for Culture, Media and Sport is
accountable for the National Lottery Distribution Fund
(NLDF) and therefore issues financial and accounts
directions to the Fund in relation to its functions
under the National Lottery Acts. For legal reasons the
Minister for the Cabinet Office issues similar
directions relating to dormant account money. These
directions regulate the Fund’s systems and processes.
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The Fund’s policy sponsor department is the Cabinet
Office. The Minister for the Cabinet Office issues
policy directions which the Fund must take into
account when distributing funds, that apply generally
to all UK funds and specifically to England. The
devolved administrations in Scotland, Wales and
Northern Ireland issue policy directions relating to the
funds distributed in those countries. The directions
applying during the year are included in Section five of
this report.

Within the framework of these directions the Fund
makes independent decisions on what programmes
we should run and on what grants we should make.

Non-executive governance

The Fund is governed by a Board comprising the Chair,
the four chairs of the country committees and up to
seven other members. The Board has appointed one
of its members as Vice-Chair. Each country has a
committee responsible for the funding programmes in
their country; the Board has also appointed a
committee for UK-wide funding. The Board sets the
Fund’s strategic framework, and the committees have
delegated authority to determine the programmes in
their countries, subject to this strategic framework
and the policy directions for their country. They also
make grant decisions, or agree the delegated
arrangements for making them, within these
programmes.

The Board has appointed an Audit and Risk Committee
to advise it on financial reporting, audit and assurance
and risk management issues. It includes one external
member and one country committee member who
have expertise in audit and accounting matters. It has
also appointed a Remuneration Committee to deal
with the matters set out in the remuneration report.
The Board, Audit and Risk Committee and country
committees meet at least quarterly, with additional
meetings as they consider necessary. The
Remuneration Committee normally meets annually.

The Board receives minutes from all of its committees.
In addition from time to time it receives fuller reports
of the programmes in each country portfolio, so that
it can ensure that they conform to the strategic
framework and that learning is shared. The Chair of
Audit and Risk Committee reports to each Board
meeting on any matters the Committee considers



need to be brought to their attention, and to provide
assurance to the Board. Audit and Risk Committee
also provide a full report to the Board on their work
once each year.

Membership of, and attendance at, all of the
committees is set out in the table at the end of this
report.

All Board members are appointed by the Minister for
the Cabinet Office. Members of country committees
are appointed by the Fund. The Devolved
Administrations are fully involved in the appointments
relating to their countries. All Board and committee
members are appointed following an open process of
advertisement and selection.

Executive management

| lead the executive management of the Fund
supported by a Senior Management Team (SMT)
which currently has seven members, including myself,
but which had nine members during the year. SMT
meet weekly with a formal meeting each month. In
addition we draw together senior managers from
across the organisation twice a year to review
progress. SMT considers key policy, strategic and
operational matters, provides advice to the Board on
matters requiring its approval and oversees the
performance and risk management of the Fund as a
whole.

Our system of control, together with the oversight of
an experienced management team, is designed to
manage risk to a reasonable level. It cannot eliminate
all risk of failure in order to achieve our strategy and
objectives and it can therefore only provide
reasonable rather than absolute assurance of
effectiveness. Given the difficulties faced this year,
primarily triggered by the Funding Management
System, it will be necessary to consider whether and
how our risk and control systems should be refined.
Further details on these matters and steps that | have
already taken to address this matter can be found in
the rest of this statement.

The members of SMT and their areas of responsibility
are set out in the next section of this report. Since my
appointment | have initiated a number of changes
including the merging of two of the directorates
under a new Chief of Staff post, but these did not
take effect during the year 2013/14.

There are appropriate executive management
structures across the organisation to oversee core
activities and the projects and programmes being
operated across the Fund. During the year | visited
nine of the Fund’s offices to meet staff and managers
to elicit their views about the Fund, to attend country
committee meetings, and to meet and hear from
stakeholders. In addition | have met with officials from
DCMS, the Cabinet Office, the Scottish and Northern
Irish administrations and attended the Lottery
Distributors Forum.

The new Funding Management System
(FMS)

By far the most significant governance issue affecting
the Fund this year has been the implementation of our
new Funding Management System (FMS). The FMS
has been under development for several years, as part
of a broader Business Process Reengineering
Programme (BPR). After significant delays and
increases in cost, a decision was made to proceed to
internal go-live (IGL) in September 2013. Despite the
extensive governance and risk management
arrangements that had been put in place to provide
assurance, the performance of the system after IGL
was extremely disappointing. Staff found the new
system difficult and time consuming to use, and
significant operational difficulties were experienced.

The full implementation of the FMS has been subject
to delay but as a result of a great deal of effort by
both operational and technical staff, the Fund has
been able to continue to make awards and payments
at close to its normal level, although with some
delays. The expected financial and non-financial
benefits of the FMS have not therefore been
delivered, and although some benefits will be realised
once the system has been fully implemented, they are
likely to be lower than originally planned.

In view of the difficulties experienced we cancelled
the plan to proceed to external go-live (EGL). The
customer portal which was considered unsatisfactory,
has been written off.

Action taken to manage the introduction
of the FMS

Shortly after my appointment | personally took over
the role of Senior Responsible Owner (SRO) of the
FMS programme and asked the existing SRO and

Annual Report and Accounts 31 March 2014

27



Section three: Our governance

Programme Board to step aside so that | and SMT
could take over formal ownership of the programme. |
replaced the existing project management
arrangements with two new bodies, the Business
Group and the Technical Group, led by senior
managers and reporting directly to me. Non-
executive oversight has continued to be exercised by
a sub-group of the UK Board. The Audit and Risk
Committee have been kept informed of the situation.

The focus of our activity since then has been to
complete the transition to the new system.

We expect the programme to be brought to an end in
early autumn 2014, with the operation and further
development of the system being brought into
business as usual.

Given the challen