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Introduction

The Public Services Ombudsman for Wales (the Ombudsman) produces an

resources required for the Ombudsman to carry out his statutory functions, with
the exception of the Ombudsman’s own salary (and associated costs) which are
directly charged to the Welsh Consolidated Fund.

The Finance Committee (the Committee) is responsible for considering the

Ombudsman must submit his estimates no later than 1 November and that the
Committee must consider and lay the estimate no later than 22 November.
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Scrutiny of the Public Services Ombudsman for Wales's Estimate for 2020-21

Overview of 2020-21 Estimate

1. The Ombudsman’s Estimate states that in 2020-21 he is proposing total
resource expenditure of £5.126 million. The Ombudsman's Estimate states:

The amount sought is lower than the initial budget and no increase is
sought to help manage the estimated 3% increase in overall caseload.
After allowing for pay and price increases .. the resource and cash
savings in the proposed budget would be 1.3% and 1.19% respectively.

2. In May 2019, the Committee published its Statement of Principles that it

expects bodies funded directly via the Welsh Consolidated Fund to have regard to
when making budget proposals.

3. The Ombudsman said the Estimate reflected the Statement of Principles. He
continued:

.we have listened and have understood the principles. We have found
savings. We're trying to be more efficient and we've assessed our
processes.

Also, we've worked from the roots upwards, if you like, to see what the
business needs, particularly now with the new powers that we've had.
And of course, we're very grateful that those powers have been given to
us. That's why we're asking for 1 per cent less after inflation. But, of
course, that is after we estimate what the baseline is. Because, of
course, we've had additional funding during the year in order to pay for
the part of the year where we had those additional powers.2

4, The Ombudsman was asked about the presentation of information in his
Estimate, and how this enables year on year comparison. The Ombudsman's
official said:

I think what we were faced with was the budget that you agreed last
year was very difficult to compare with what we were proposing,
because the budget that was agreed at this committee last year didn't
have the pension fund increase, it didn't have any new powers. So, we
thought, as a one-off presentation, let's try and say what that budget
would have been had we had full funding for the 12 months for the

T Public Service Ombudsman for Wales, Budget Estimate 2020-21
2 Finance Committee, Record of Proceedings, 23 October 2019, paragraphs 10 and 11
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new powers, uplifted for inflation and pension, full-year pension
funding, and then try and compare what our bottom-up budget was,
and roughly speaking it's just under 1 per cent more than what our
estimated restatement of the budget would be. | say 'estimated’, but
it's a pretty accurate restatement of that budget.®

Public Services Ombudsman (Wales) Act 2019

5. The Ombudsman’s Estimate provides details of estimated costs relating to
the Public Services Ombudsman (Wales) Act 2019 (the Act). The Ombudsman's

in the 2020-21 Estimate.

6. The RIA also highlighted that the Ombudsman was anticipating that the Act
would lead to cost avoidance in relation to the parts of the Act covering own
initiative investigations and complaints handling. These were estimated to be
between £30,000 and £40,000 in the first year after the Act comes into force,
rising to between £800,000 and £1.2 million in year five.

7. The Ombudsman was asked when he would expect to start realising the cost
avoidance benefits, he said:

It's very difficult for me to say what kind of costs we've saved for the
public sector, but | do hope that they will have a positive impact at an
early stage. So, we have to evaluate the impact of avoiding costs as
those powers start to take effect.

.. in terms of the regulatory impact assessment, there is an expectation
for us to show, after a period of three to five years, exactly what costs
have been avoided. So, we're very happy to do that, year on year, to
show that that positive impact is happening.*

8. The Ombudsman was also asked to detail what arrangements were in place
to identify the costs associated with the Act.

3 Finance Committee, Record of Proceedings, 23 October 2019, paragraph 14
* Finance Committee, Record of Proceedings, 23 October 2019, paragraphs 45 and 46
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.. We put measures in place to identify the costs from the start.. We've
introduced a cost centre for new powers so that any expenditure that's
identified is automatically costed there—staff are costed there. Any
purchase orders relating to the new powers are separately identified,
so, going forward, we identify and report on new powers. In fact, at
each monthly management team meeting it's a standing agenda
item—new powers as part of the budget monitoring—just to see how
we're progressing. °

The Ombudsman's caseload

9. The Ombudsman’s Estimate sets out changes in the estimated caseload to
reflect current trends.

10. The Estimate projects increases that are lower than those forecasted in the
RIA, stating:

. Enquiries are projected to increase by 2% annually - a
considerable decrease from the 33% increase over the last 5 years.
Public Body Complaints are projected to increase 5% annually
and forecast to plateau in 2020-21. Code of Conduct complaints
are expected to continue at the current level.

. Resource expenditure is planned to reduce in real terms by 0.7%
(i.e. after adjustment by GDP deflators). The proposed budget
reflects both cost and efficiency savings.©

1. The Ombudsman was asked about the variation in the forecasting of
complaints, he said:

Certainly from last year, we were pleased that the level of inquiries
coming into the office fell. It fell by 5 per cent. Again, in terms of,
perhaps, the challenge of the principles for budgeting, we've revised
our processes, and a lot of that was through IT investment. A better
website meant fewer inquiries—great. It's an efficiency. But where we
experienced increases were in complaint numbers—I1 per cent—that is
towards the upper end of what we were forecasting. | think the forecast
was between 5 and 12 per cent. And those are obviously the most
important aspects that we deal with. Last year, we had the highest

5 Finance Committee, Record of Proceedings, 23 October 2019, paragraph 43
5 Public Service Ombudsman for Wales, Budget Estimate 2020-21
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number of complaints to the office ever, and the highest ever
proportion of health complaints. So, whilst it's good that some inquiry
numbers fell, pressure has never been so high in terms of investigations
and resolution, particularly on the health side.”

12. The Ombudsman detailed that in the last year 9 per cent of health
complaints were about complaint handling, he continued:

.if we can reduce the bureaucratic burden of having to deal with the 9
per cent of complaints that come to us, then that's a resource saving
for the NHS, it's less pressure for busy people within the NHS, it's less
frustration for complainants, who usually feel pretty hacked off by the
time they come to us, because they've already been pursuing this for a
year. So, | think it's in everybody's interests that we try to improve that
culture.

Committee view

13. Following the scrutiny of the Ombudsman's 2019-20 Estimate, and the
associated issues with that Estimate, the Committee recognises that the
Ombudsman has considered the Statement of Principles and has utilised these
principles in his budget planning.

14. Whilst recognising the reasons for the way the Ombudsman has presented
his budget, the Committee urges the Ombudsman to ensure that year on year
presentation of the budget is transparent and accessible.

15. To facilitate meaningful comparisons, it is important that the categories over
which expenditure is analysed in the Estimate are consistent across years or an
explanation is given to set out the reasons for the change in approach. The
Estimate should also include the latest full-year outturn figures as well as the
current year's budget and the estimate of resources requested.

16. The Committee welcomes confirmation that the Ombudsman has put
measures in place to monitor the costs associated with the Act and plans to
evaluate the cost avoidance benefits expected to arise as a result of the new
powers under it. This information, alongside data in respect of the number of

7 Finance Committee, Record of Proceedings, 23 October 2019, paragraph 54
8 Finance Committee, Record of Proceedings, 23 October 2019, paragraph 57
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additional complaints made under each of the new powers in the Act®, should be
set out in the Ombudsman's annual budget estimate.

17. Providing this data will enable an effective post implementation review to
assess the impact of the Act against the expected costs and benefits. Information
about the scale of benefits is important in the context of the Ombudsman's
evidence to the Committee about trends in complaints and the proportion of
those relating to health.

Conclusion 1. The Committee is content with the 2020-21 Estimate (attached as
Annex 1) submitted by the Public Services Ombudsman for Wales.

Recommendation 1. The Committee recommends the Ombudsman considers
how his budget is presented to ensure year on year comparisons are readily
available.

Recommendation 2. The Committee recommends the Ombudsman provides
details in each annual Estimate of the additional complaints arising from, and
the actual costs and benefits associated with, the Public Services Ombudsman
(Wales) Act 2019.

° Explanatory Memorandum, Public Services Ombudsman (Wales) Bill, paragraph 14.15.
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Review of 2018-19

Innovation, Improvement and Influence:

This was the final year covered by my Corporate Plan /nnovation, Improvement and Influence. In
terms of innovation| am delighted that new legislation has now been passed by the

National Assembly for Wales and has come into force. The new Act draws on best practice from
Ombudsman schemes across the world, from Scotland and Ireland to Catalonia and Ontario.

The increasing number of health complaints coming to the office continues to be a challenging
concern. In 2018-19 the overall number of complaints about public bodies increased by 11%.
Complaints about Health Boards increased by 4% compared with the previous year, though the rate of
increase has slowed. Complaints about GPs and Dentists increased significantly, meaning that overall
complaints about NHS bodies increased by 9%.

My Improvement Officers have been working with four health boards to support improvementin
complaints handling and learning from complaints. In that context it is disappointing that | remain
concerned about the number of complaints about each of them. Whilst the number of complaints
about Hywel Dda University Health Board was the same as in 2017/18, there were increases in the
numbers of complaints about Abertawe Bro Morgannwg, Aneurin Bevan and Betsi Cadwaladr Health
Boards.

A significant number of the complaints about NHS bodies were principally about complaint handling
(9%). This suggests that there is a cultural issue within Health Boards, which | hope the additional
powers provided under the new Public Services Ombudsman (Wales) Act can help address.

Despite the continued pressure and strain on the office as a result of increased numbers of health
complaints, my staff have succeeded in increasing case closures substantially, compared with the
previous year: a fantastic achievement.

However, as well as the number of complaints going up, the proportion of cases where |

found maladministration or service failure has also increased during the year, with 67% of investigated
complaints upheld or settled. Early resolution continues to play an important part in providing
administrative justice, accounting for 57% of positive outcomes for complainants.



Fourteen complaints resulted in public interest reports in the course of the year. The majority were
health-related though there were significant local government cases, too. | also issued one special
report, under Section 22 of the Public Services Ombudsman (Wales) Act 2005, in respect of Wrexham
County Borough Council. The Council failed to complete the actions it had agreed with me to address
shortcomings in its service provision in the Welsh language.

In order to meet the ever-increasing demands on my office, we can only function successfully by
getting the best from the talented staff we employ. During the year, we were able to further develop
support for staff and we are working to improve wellbeing. | was absolutely delighted that, during
2018-19, our staff survey revealed that 93% of staff were proud to work in the office.

My office has continued to have /influence within Wales and outside Wales. | was pleased to host visits
to the office from the Republic of Korea’s Anti-Corruption and Civil Rights Commission, while | also
hosted a delegation from the Jiangsu Government Action Supervision Training Program. Additionally, |
participated in a Council of Europe seminar with delegates from Georgia and Abkhazia. | also met with
new colleagues taking up their roles as Older People’s Commissioner for Wales, Welsh Language
Commissioner and Auditor General.

During the course of the year | met with Assembly Members from across the political spectrum and
also gave evidence to the Equality, Local Government and Communities Committee, the Public
Accounts Committee and the Finance Committee of the National Assembly for Wales.

As Chair of the Ombudsman Association (OA) | also attended the launch of the All-Party
Parliamentary Group on Consumer Protection Report following their Ombudsman Inquiry.

The new legislation governing my work provides for a more proactive role for my office. | want this to
provide a voice for the voiceless, ensuring that our services are accessible and allowing my office to
initiate investigations proactively rather than waiting for a complaint to arrive at my door.

The combination of a challenging complaints context, our experience of improvement activities and
the additional legislative powers will inform our strategic focus for the next three years ahead. My
next Corporate Plan, Delivering Justice, will focus on delivering our key complaint service, promoting
learning and improvement and using resources wisely so that we are as fit as we can be to face future
challenges.



Review of 2018-19

Financial Management

Resource Out-turn 2018/19 Budget Actual Variance
£000s £000s £000s %

Net Resource £4,480 £4,445 £35 -0.8

Net Cash Requirement £4,410 £4,390 £20 -04

The arrangements for financial management and internal control have been independently reviewed
by Deloitte as the PSOW’s internal auditors. Their Internal Audit Annual Report in respect of the year
2018-19 stated: “Based on the work we have undertaken during the year we are able to conclude
that the Public Services Ombudsman for Wales (PSOW) has a basically sound system of internal
control, which should provide substantial assurance regarding the achievement of PSOW’s
objectives.” Their reports highlighted the satisfactory internal control framework in place within the
organisation and made recommendations for improvement where necessary.

The Auditor General gave the annual accounts for the year 2018-19 an unqualified audit opinion in
keeping with previous years.

The PSOW has worked on the principle that the overheads of the office should be less than 5% of the
total expenditure. This is evidenced in the analysis of expenditure on the aims and objectives of my
Strategic Plan, as set out in the Annual Report and Accounts, where overheads are identified as 5%
of total costs.

Analysis by Aims

Strategic Aims:
B Complaints 80% M Improve 15% M Support 4% M Evolve 1% 1. Provide a high quality, proportionate
and effective complaints service.
2. Use the knowledge and insight from
complaints to improve complaint
handling and public service delivery.
3. Support: Be accountable for the
service we provide and the public money
we spend.
4. Evolve and grow as an office, planning

for the Ombudsman’s new powers.




Review of 2018-19

17/18
7,114
£506
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Unit Costs
WORKLOAD (ENQUIRIES & COMPLAINTS)
5000 COMPARED TO UNIT COST
' ==@==\\orkload ==@==Unit Cost

7,000
6,000
5,000
4,000
3,000
2,000

12/13 13/14 14/15 15/16 16/17

Workload 4,987 5,392 5,766 5,999 6,804

Unit Cost £736 £647 £622 £613 £526

COMPLAINTS COMPARED TO UNIT COST

2,600

==@==Complaints ==@=Unit Cost
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12/13 13/14 14/15 15/16 16/17

Complaints 2,081 2,158 2,296 2,268 2,292

Unit Cost £1,764 £1,616 £1,562 £1,633 £1,566

All unit cost calculations are adjusted for CPl inflation.
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The Complaints Service

UP 10%
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Shaping the Future

Corporate Plan —2019-2022

My seven-year term of office will come to an end in 2021, so the Corporate Plan, which sets the
strategic direction for the office for the next three years, will be my last as Public Services
Ombudsman for Wales.

| can honestly say that the past four years, despite their challenges, have been a huge privilege in
serving the people of Wales. Over the period of our previous Corporate Plan —2016/17-2018/19,
there was intense pressure on the office, with a 5% increase in councillor code of conduct
complaints, a 15% increase in public service complaints and an increase of 26% in enquiries.
Health complaints, often the most expensive, sensitive, complex and harrowing of complaints to
handle and investigate, have increased to 40% of our public service complaint volumes.

In developing the new plan, | was keen to listen actively to our stakeholders, service users and
public bodies in jurisdiction — and to my staff, who, despite increasing pressure and often very
difficult workloads, continue to go about their business, passionate and professional when

delivering justice.

The Corporate Plan reflects the new legislation which extends the accessibility of our services
and greatly improves our ability to be proactive. We will be able to look at systemic, as well as
individual, service failures. The legislation also provides greater scope to improve complaint
handling cultures across the public sector.

Our Vision for public services in Wales
Services that actively listen and learn from complaints.

Our Mission
To uphold justice and improve public services.

Our Strategic Aims in the new Corporate Plan

Strategic Aim 1: Deliver Justice
A fair, independent, inclusive and responsive complaints service.

Strategic Aim 2: Promote Learning, Work to Improve Public Services
Promote learning from complaints and stimulate improvements on a wider scale.

Strategic Aim 3: Use Resources Wisely and Future-proof The Organisation
Identify and adopt best practice. Secure value for money and services that are fit for the
future. Support staff and ensure good governance which supports and challenges us.



Key Performance Indicators (KPIs)

Our Key Performance Indicator Report looks at how the PSOW is performing against its KPIs, which
are aligned to strategic aims. It consists of several headline indicators, relating to the strategic
goals, which are then broken down into more detailed indicators.

A ‘traffic light’ system is used to show performance against the indicator targets. Tolerance levels
against the target have been set for each indicator, therefore performance for each indicator is
determined depending on where the results fall within the tolerance levels.

Red: There are significant issues impacting the achievement of business objectives.

Green: Work is meeting agreed standards or is proceeding to plan. All known risks are being

April to Aug Year ending
2019 March 2019

KPI 1: Complaints - Decision Times

Decision that a complaint is not within jurisdiction < 3 weeks 30% I3% 83%

Where we seek Early Resolution, decision within 9 weeks 90% 85%
Decision to investigate and start investigation within 6 weeks 80% 559%
of receipt of complaint ?

Decision taken not to investigate a complaint (after making initial|  ggg 92% 84%

enquiries) < 6 weeks

KPI 2: Complaints of maladministration/service failure which April toJuly Year ending
are investigated — cases closed 2019 March 2019

Within 12 months 80% 82%

April toJuly Year ending

KPI 3: Code of Conduct Complaints - Decision Times Target
2019 March 2019

Decision taken on whether to commence an investigation within
. 95% 92%

6 weeks

Decision to investigate and start investigation within 6 weeks 80% 62% 74%

of receipt of complaint !

KPI 4: Code of Conduct Complaints which are investigated - Tareet April toJuly Year ending
Cases Closed 8 2019 March 2019

Within 12 months 100% 88%

! Receipt of complaint refers to the date that sufficient initial information is received from the complainant.

8



KPIs for starting an investigation within six weeks of receipt of complaint and for completing an
investigation within 12 months have both been adversely affected by historic pressures on the office,
particularly from increases in the number and complexity of health complaints. Whilst good
progress is now being made, historic delays are reflected in the current performance information, as
we report on cases closed. Paradoxically, progress on reducing the backlog and completing
investigations of older complaints results in a worse KPI result.

We have focused on proactive and anticipative management and we monitor pressures, re-allocating
cases where necessary. We have sustained frontline and investigative capacity. These actions will,
we believe, allow us to show future improvement on these figures. Longer term, we will use the new
powers, particularly those of the Complaints Standards Authority, constructively and effectively to
alleviate the pressures. Significant progress has already been made in the early part of the current
year, with 18% more cases closed (at the end of July) than in the equivalent period last year.



Public Services Ombudsman for (Wales) Act 2019

The Public Services Ombudsman for Wales (PSOW) was set up by the Public Services Ombudsman
(Wales) Act 2005. This Act has been repealed and replaced by the Public Services Ombudsman
(Wales) Act 2019 which commenced on 23 July 2019.

The new Act enables the Ombudsman to:
= accept oral complaints;
= undertake own initiative investigations;

= investigate private medical treatment including nursing care (‘private health
services’) in a public/private health pathway; and

= setstandards and procedures for complaints handling by public bodies in Wales.

Costs associated with the new Act were included in the Explanatory Memorandum and amount to an
annual cost of £359k after uplifting for inflation. (£251k for the part-year was included in the April
2019 Supplementary Budget, reflecting the commencement date of 23 July 2019.)

Whilst powers affecting oral complaints and private healthcare came fully into effect on 23 July, the
new Act stipulates that the Ombudsman consults on the principles and procedures relating to the
other new powers created by the Public Services Ombudsman (Wales) Act 2019, before laying
criteria before the Assembly. This work is already underway and will be completed in the Autumn of
2019.

10



Projected Casework and Expenditure

Estimated future workload has been reassessed to reflect current trends. The estimates reflect the
following projections:

e Enquiries are projected to increase by 2% annually — a considerable decrease from the 33%
increase over the last 5 years. Public Body Complaints are projected to increase 5% annually
and forecast to plateau in 2020-21. Code of Conduct complaints are expected to continue at
the current level.

e Resource expenditure is planned to reduce in real terms by 0.7% (i.e. after adjustment by GDP
deflators). The proposed budget reflects both cost and efficiency savings.

Casework 2018-19 2019-20 2020-21

Actual Budget Estimate
Enquiries 4,627 4,720 4,814
Complaints - Public Body 2,207 2,317 2,433
Complaints - Code 282 290 290

7,116 7,327 7,537
Increase in casework from previous year 3.0% 2.9%

Resource expenditure (£000s)

Aim 1 — Deliver Justice N/A £3,953 £3,996
Aim 2 — Promote Learning and Improvement N/A £912 £917
Aim 3 — Use Resources Wisely N/A £203 £213
£4,445 £5,068 2 £5,126
Adjusted by GDP deflator to 2020-21 prices £5,162
Real cost reduction:  £000 £36
% -0.7%
Unit Cost —Aim 1 £539 £530
Adjusted by GDP deflator to 2020-21 prices £549
Real cost reduction: £ £19
% -3.5%

2 The budget figures for 2019-20 include full-year funding for the implementation of the new PSOW Act.

11



2020-21 Estimate

Background

The Finance Committee of the National Assembly for Wales has developed a Statement of Principles
that Directly Funded Bodies should consider when preparing their annual budget proposals. The
principles are:

Budget requests should be set in the context of the long-term financial funding situation in
Wales and funding pressures in the wider public sector.

Requests should show how annual and multi-annual objectives will be prioritised, monitored
and achieved.

Bodies should not assume an increase in funding, regardless of the block grant change as any
increase to their funding reduces resources available to other devolved public bodies.
Bodies should continually seek to improve processes and accrue efficiencies.

Where any increases in funding are requested, these should be backed by evidence both of
the need, benefit and attempts that have been made to reduce such costs. Also, the
consequences of not obtaining the requested increase in resource should be made clear and
quantified.

Information that will be made available to assist in budget preparation will include the latest
guidance on public sector pay remits, GDP deflator forecasts, forecasts of devolved taxes and the
Welsh Government’s best possible assessment of the overall level of funding available in future

years.

Assumptions:

Staffing levels are assumed to remain at April 2019 levels plus 5 additional staff to deliver the
new PSOW Act. This provides a total of 66 Full Time Equivalent staff.

Pay estimates reflect 2% assumed public sector pay increase.

Contractual increments in 2020-21 are to be funded within existing resources through process
improvements and other internal efficiency savings.

Rent review on the lease of our offices at Bocam Park from August 2020

Inflation (GDP deflator) 1.84% as at 30 June 2019.

IT costs in line with 3-year plan as part of wider Technology Roadmap to 2029-30.

Growth in projected caseload is accommodated within existing staff numbers.

12



Estimate Summary

The Estimate for 2020-21 is shown in Appendix A. The introduction of IFRS 16 complicates the
accounts and, to allow meaningful comparisons, Appendix A first shows movements (excluding IFRS
changes) from the 2019-20 budget to the proposed budget for 2020-21. It then shows the budget
proposal after IFRS 16 adjustments.

The final column of Appendix A shows the cash and resources sought for 2020-21. The Resource and
Cash requirements are £5,126k and £5,070k respectively.

The 1%t Supplementary Budget for 2019-20 included eight months funding for additional powers
associated with the new PSOW Act 2019, as well as one-off implementation costs. The budget for
2019-20 has been restated to show full year funding to aid comparison with proposals for 2020-21.

The figures in the table below (and in column C of Appendix A) show the initial budget for 2020-21,
which comprises the 2019-20 budget (restated to show the full year costs of new powers) and pay and
price increases as set out in the Assumptions.

The resource Estimate at Appendix A is summarised below:

Imt'gh(zjzig_n PSOW Proposed PSOW Proposed
. Budget 2020-21 IFRS 16 Budget 2020-21
(2019-20 budget Budget savings before IFRS adjustment Resource and
plus pay & price accountin, Cash sought
adjustments) & &
£000s £000s £000s £000s
£
Resource £5,176 <l £5,110 £16 £5,126
1.3%
£56k
£5,126 £ - £

The amount sought is lower than the initial budget and no increase is sought to help manage the
estimated 3% increase in overall caseload. After allowing for pay and price increases (and applying
the information on such increases provided by the Welsh Government), the resource and cash savings
in the proposed budget would be 1.3% and 1.1% respectively.

The savings will be delivered from:

e Staff efficiencies through reorganisation

e Staff turnover

e Flexible working

e Bringing services such as translation in-house

e |TC efficiencies following investment in hardware and Case Management System
e Improved website including self-serve and signposting facilities

e Paperless office

® Strict operational and budgetary control of key areas such as professional fees
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Detailed Analysis

Staff Salaries and Related Costs

Staff pay is linked to Local Government NJC pay negotiations. A 2% pay increase was agreed for 2019-
20 and it is anticipated that at least a further 2% will be paid from April 2020. No changes to NI and
Pensions contributions are anticipated. Full staffing levels, including those associated with the new
PSOW Act, are planned.

Premises and other leases IFRS 16

The building lease for our offices at Bocam Park is subject to a five-year rent review during 2020-21.
The latest advice from our property consultants is that market rents are around 20% higher than the
current rent. An increase at this level would result in additional costs of £25k in 2020-21 and £40k for
each subsequent year. In addition, the premises are required to be redecorated every five years and
as well as a full dilapidations survey and provision review.

IFRS 16 Leases is being applied by HM Treasury in the Government Financial Reporting Manual (FReM)
from 1 April 2020. IFRS 16 requires a lessee to recognise assets and liabilities for leases with a term of
more than 12 months, unless the underlying asset is of low value. A lessee is required to recognise a
right-of-use asset representing its right to use the underlying leased asset and a lease liability
representing its obligation to make lease payments. As a consequence, a lessee also recognises
depreciation of the right-of-use asset and interest on the lease liability and classifies cash repayments
of the lease liability into a principal and interest portion. This has had a significant effect on PSOW’s
Estimate, in particular:

e Introduction of right of use asset amounting to £1.2 million
e Lease liability to offset the asset

e Reduction in premises and other lease costs (Resource)

e Increase in depreciation (Resource)

e Introduction of a financing charge (Resource)

The implementation of IFRS 16 has added £16k to resource with no impact upon cash.
Professional Fees

The figure of £280k relates to the provision of professional advice (particularly clinical advice) on our
casework, as well as to legal, internal audit and other professional services. Efficient management of
our clinical advisers has reduced costs despite an increased caseload.

ITC costs - Computer Systems and Support

Major investment in IT hardware and the Case Management System was made in 2018-19 with the
aim to increase efficiencies and resilience. Expenditure on ITC (including part of the budget for capital
expenditure) amounts to nearly 4% of total resource.
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Office Costs

The allocation of £98k reflects efficiencies in the use of resources such as paper, printing, postage and
courier. There is a planned reduction in photocopier costs of 50%. Expenditure has also been reduced
through in-house translation and a move to online library services.

Travel, Training and Recruitment

No major changes anticipated. We will continue to aim for all staff to undertake 28 hours of Continuing
Professional Development each year.

Communications
This includes work associated with the implementation of the new PSOW Act.
Depreciation

Depreciation includes an additional charge on leased assets of £249k as a result of the implementation
of IFRS 16.

Financing Charge
£10k — as a result of the implementation of IFRS 16.

Contingencies

This budget estimate does not include any contingency provision for meeting unexpected items of
expenditure, such as legal challenges to my casework decisions.

Budget Ambit — Summary on an IFRS 16 basis

The resource and cash requirements of the Public Services 2020-21
Ombudsman for Wales for the year ending 31 March 2021 £000s
Resources other than accruing resources for use by the Public
Services Ombudsman for Wales on resource and capital costs
associated with the administration of the Ombudsman’s office;

payments to the Ombudsman Association; payments to the £5,126
International Ombudsman Institute and associated non fiscal

items.

Income from commercial sales and other services provided to

the public or others. For use on related services and the £17

administration of the Ombudsman service.

Net Cash Requirement for issue from the Welsh Consolidated
Fund to meet the anticipated amounts falling due for payment £5,070
in the year in respect of the above services.
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Appendix A

Budget Overview 2019-20 £000s |2020-21 2020-21
£000s £000s £000s

A B C Proposed

PR BT TS (I;l::;:’: Adjustments Init§$+28(;20— F:r?::;:: (et:éﬁ%;s
(Annualised) 21 budget adjustments)

Staff salaries and related costs £3,812 +£95 £3,907 -£18 £3,889 £3,889
Premises and facilities £380 +£25 £405 +£20 £425 £202
Professional fees £282 +£5 £287 -£7 £280 £280
ITC costs £188 +£3 £191 -£f1 £190 £190
Office costs £144 +£3 £147 -£29 £118 £98
Travel, training and recruitment £105 +£2 £107 -£17 £90 £90
Communications £55 +£1 £56 -£6 £50 £50
One-off costs of new powers (revenue) £22 -£22 f0 £0 f0 f0
Total Revenue Expenditure £4,988 +£112 £5,100 -£58 £5,042 £4,799
Total Income -£17 -£17 -£17 -£17
Net Revenue Expenditure £4,971 +£112 £5,083 -£58 £5,025 £4,782
Capital Expenditure £22 +£1 £23 +£2 £25 £25
One-off costs on new powers (capital) £5 -£5 £0 £0 £0 £0
Total Operational Resource £4,998 +£108 £5,106 -£56 £5,050 £4,807

Non-Cash Movements

Depreciation £70 - £70 -£10 £60 £60

Depreciation — leased assets - - - - - £249

£10

Financing charge — IFRS 16 - - - -

foclfesouretpendtre || 0| 0] A7

Depreciation — total -£70 -£70 -£60 -£309
Financing charge — IFRS 16 - - - - - -£10
Change in working capital — IFRS 16 - - - - - £243
Other non-cash movements £20 £20 - £20 £20

e mms)ws [ Emy | mow

3 The adjustments reflect the removal of one-off costs provided for new powers, rent review, GDP deflator adjustments
of 1.84% and public sector pay cost increase of 2%.
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