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Message from the Chief Executive

This report makes it clear that the Agency is still facing significant challenges since the
introduction of child support reforms in March 2003. My own experience in the first few
months since my appointment as Chief Executive on 4 April 2005 confirms those
challenges.

They have been widely publicised in the press and were addressed in a recent report of
the Work and Pensions Parliamentary Select Committee. The Agency welcomes the
recommendations made by the Select Committee which we believe will help us to
improve the delivery of child support service during 2005-06. The Agency and our IT
supplier, EDS, have focused on the delivery of an IT remediation programme which has
stabilised our new computer system and assisted our operations. We recognise that we
still have some way to go to deliver the prompt and efficient service our clients demand
and that the Agency and our staff want to provide.

In the face of our difficulties the Agency and its staff have delivered visible improvements
over the past year compared to 2003-04. First payments of maintenance made through
our collection service on the new scheme doubled to 64,879. Parents with care who
received a first payment of child maintenance premium increased by 116 per cent to
36,816 (from 17,048) and the proportion of non-resident parents who paid their
maintenance liability under the new scheme improved from 60.1 per cent to 70 per cent
(including Maintenance Direct) over the year. These seeds of improvement are a
testament to the hard work of our staff and provide a positive platform from which we will
improve all aspects of our service to our clients.

The Agency’s senior management team is working to develop a clear strategic plan for
the next three years which will seek to address the problems this report highlights in a
properly co-ordinated way. Our strategy will have our clients at its heart, focusing on their
needs and setting out how we intend to provide them with a quality, sensitive and
efficient service through incremental improvement.

We do not underestimate the challenges we face to deliver an excellent child support
service; but we are confident that with a clear strategy concentrating on the needs of our
clients and incorporating achievable plans for improvements in our service delivery and
our supporting computer system, we will achieve our goal.

= G

Stephen Geraghty

Chief Executive
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This Report

This is the Annual Report and Accounts of the Child Support Agency for 2004-05. It
reviews our performance and outlines our plans for the future. It provides information for
clients, Ministers, Parliament, other government departments, our staff and interested
parties on our activities, accounts and key achievements for the year to 31 March 2005.

The Agency

Vision

We exist to deliver a professional, efficient and sensitive child support service, which
plays its part in ensuring that children whose parents do not live together are financially
supported.

Our high level objectives

To achieve this vision our objectives for 2004-05 were to:

e deliver a good level of service to clients;

e support our staff by ensuring that they have the right tools, recognition, development
and knowledge; and

e help EDS to stabilise their computer service and, alongside this, improve business
performance.

Our Values

Our values reflect those of the Department for Work and Pensions as a whole. They are:
Achieving the best

We will:
e understand and respond to the needs of our clients and listen to their concerns;
e set high standards and deliver consistently;

e deliver an efficient, professional and sensitive service often at an emotionally difficult
time in our clients’ lives;

e continuously improve our performance by learning from our successes and our
mistakes; and

e use all our resources efficiently so that high and consistent standards of service are
provided.

Making a difference
We will;

e ensure that children whose parents do not live together are financially supported by
taking action as soon as we can to get maintenance to those children; and

e support each other to work well in circumstances that are often emotionally difficult.
Respecting people
We will;

e understand, respond to and invest in the needs of our staff;
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e treat our clients and each other with respect;
¢ value the ideas of others; and
e communicate clearly.

Looking outwards

We will:

e seek/welcome opportunities to work with partners in the public sector and in voluntary
and private sectors; and

e benchmark ourselves with the standards achieved by others.

Operating Review

Performance during 2004-05

On 3 March 2003 new arrangements for child support came into operation. This
introduced a new legislative scheme for new cases and some old scheme cases linked
to new applications. Since the new arrangements were introduced we have received
around 610,000 new applications. Implementation of the new scheme needed a new
computer and telephony system. The telephony system links calls to and from clients
direct to their records on the child support computer system. Preparations were made on
the basis that they would meet our requirements. When they did not this impacted
negatively on performance and meant our focus had to be on working with our IT
supplier EDS, to fix the technical problems and support our staff in their efforts to shield
our clients from their worst impact. During 2004-05 significant problems remained with
the new computer and telephony systems which slowed our progress towards recovery.
We are sorry our clients did not receive the level of service they expected to receive and
we would have liked to deliver, however during this period there were trends of improved
performance on the new scheme.

Caseload

At the end of March 2005 the Agency’s total caseload (cases which are ‘open’ at any
stage in the process) for both new and old schemes was around 1.4 million:

e 452,000 were new scheme cases operating on the new computer system (including
10,000 cases that are being progressed clerically because they were not progressable
on the system);

e 714,000 were old scheme cases operating on the old computer system; and

e 250,000 were old scheme cases operating on the new computer system (these cases
having migrated from the old computer system because they are linked in some way to
a new application).

Child Maintenance Premium

More families continue to benefit from the new scheme. By the end of March 2005,
53,864 parents with care had received a first payment of child maintenance premium, of
which 36,816 were processed during 2004-05.
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First payments of maintenance

The number of first payments of maintenance made through the collection service during
2004-05 was more than double the number received in 2003-04 (64,879 in 2004-05
compared to 31,115 in 2003-04).

Payment arrangements

In terms of payment arrangements for child maintenance, the Agency services two
distinct client groups. The first covers those non-resident parents who pay maintenance
directly to the parent with care. The second covers those where the Agency manages
the receipt of payment from the non-resident parent and pays the parent with care.

Case Compliance

Case compliance measures the proportion of cases using the Agency’s collection service
where the non-resident parent makes a payment (not necessarily the full amount due) to
the parent with care. The measure is calculated by reference to the number of non-
resident parents making payments as a percentage of all cases which have a current
charging account for ongoing maintenance and/or arrears.

Overall Agency performance ended the year at 70 per cent. For old scheme cases we
ended the year at 72 per cent. For new scheme cases we ended the year at 66 per cent
against a target of 78 per cent.

Cash Compliance

Cash compliance measures the proportion of current maintenance and arrears actually
paid by non-resident parents against the amounts, which are scheduled to be paid.

Overall Agency performance ended the year at 70 per cent. For old scheme cases we
ended the year at 73 per cent. For new scheme cases we ended the year at 61 per cent
against a target of 75 per cent.

Accuracy

Our Accuracy target measures the accuracy of the most recent maintenance calculation
in a case to the nearest penny.

For old scheme cases we achieved an accuracy rate of 78 per cent. An accuracy rate of
75 per cent against a target of 90 per cent was achieved on new scheme cases.

Customer Perception

[t had been our intention to base the development of a target on the findings of
qualitative research into the experiences of new clients in the new child support scheme
during the early stages of its operation. Unfortunately, the difficulties experienced with the
introduction of the new scheme meant that it got off to a slower start than we had
anticipated, leading in turn to a delay in conducting the research. Findings did not
become available until March 2005 and reflected the impact of those early difficulties on
our ability to deliver a reasonable level of service. They did not provide a robust baseline
from which to develop targets for improvement.

We recognise there is a need to survey the opinions of clients to better understand their
perceptions around the quality of service we provide. This will help us to focus on areas
that are important to clients and identify future clients service requirements.
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Unit Costs

During 2004-05 we introduced this target to drive a reduction in our unit costs through a
combination of greater efficiency and making more maintenance calculations. We
achieved an administration staff cost per live and assessed case of £196 against a target
of £202.

Our priorities for 2004-05

To support business stability the Agency introduced six top priorities for 2004-05 these
were to:

¢ ensure that the new arrangements work well

We have worked closely with EDS who have taken steps towards remediation of
issues and problems with the computer service. A number of system releases have
been successfully delivered to address many technical defects in the software, which
were affecting smooth operation of the system. We still have a substantial number of
outstanding problems which we will seek to resolve in future system releases.

® be in a position to migrate and convert existing cases to the new arrangements

We will move existing clients on the old scheme to the new arrangements only when
Ministers are confident that the new arrangements are working well. During 2004-05
our aim was to stabilise the business which we sought to deliver by focusing on:

e compliance improvement, particularly on new scheme cases, to establish a regular
and reliable flow of maintenance to children;

e working closely with Jobcentre Plus to ensure all benefit cases with a child support
interest were identified and quickly referred to the Child Support Agency and that flat-
rate maintenance deductions were promptly and accurately made; and

e clearing new applications for maintenance at a rate equivalent to our intake. We did
not achieve this but we did improve our performance from 59 per cent in March
2004 to 69.2 per cent in March 2005.

We have made significant progress in these areas but we have more to do before we
can safely move the old scheme caseload to the new arrangements.

¢ improve enforcement

An Enforcement Directorate with its own dedicated Director has been created to bring
enforcement teams, criminal compliance teams, court presenting functions and other
compliance interventions under one national management. We have restructured the
management of our enforcement related activities to demonstrate the higher priority
given to enforcement and to promote improved performance and greater professional
focus. Our performance in this challenging area has improved considerably, details of
which are contained on page 9.

* enhance our complaints handling

Our focus has been on contacting clients and putting things right at the earliest
opportunity, ensuring they receive the appropriate apology and redress. Although the
number of client complaints continued to rise over the year, we allocated the additional
staff necessary to ensure that our resolution actions kept pace, details of which are
contained on page 8.
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e support our staff

During 2004-05 we held quarterly management conferences across the Agency
headed by members of the Executive Team. We improved the training of our frontline
staff which we supported through consolidation activities led by central expert teams.
We continued to support our junior and middle managers through our Management
Development Programme run in conjunction with the Universities of Ulster and
Leicester. Working closely with our Trade Union we have continued to progress health
and safety improvements for staff.

* improve our corporate governance processes

During 2004-05 we raised the profile of corporate governance and its various
processes through its inclusion as one of the Agency’s six business priorities. Detailed
information on our progress is contained in the:

e Standards Committee Report (a summary of the Standards Committee Report can be
found in Annex 2 of this report);

e Audit Committee Report (a summary of the Audit Committee Report can be found in
Annex 3 of this report); and

e Statement on Internal Control on page 27.

Our clients

As we have explained, problems with the implementation of our new computer system
prevented us from fully meeting our client needs. Despite this we endeavoured to ensure
we provided the best possible service to our clients by ensuring that staff were available
to deal with a sharp increase in telephone calls, complaints and enforcement action.

Telephony

There has been an improvement in the number of calls we answered. In 2004-05 we
received 5 million telephone calls and answered 4.2 million. Some of these calls were
terminated by clients before we could answer them. Compared with 2003-04 when we
received 5.1 million calls and answered 3.5 million. Of the calls received in 2004-05, 2.4
million related to new scheme and 2.6 million to old scheme.

Complaints handling
In 2004-05 our complaints results show:

e 74.3 per cent of stage one complaints (a complaint where there has not been a
response from the complaints resolution officer within the last six months) were
resolved, or had a resolution plan agreed, against a target of 68 per cent compared to
76.4 per cent in 2003-04;

® 90 per cent of stage three complaints (a complaint where the client is unhappy with the
Area Directors reply and has written to the Chief Executive) have been responded to
within 15 working days of receipt, against a target of 90 per cent. In 2003-04 90.2 per
cent were responded to within 20 working days of receipt against a target of 90 per
cent.

Better management information in this area means that we can better target future
activities for improvement.
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Enforcement

In terms of court hearings our performance for 2004-05 is shown below.

Court Hearings 2003-04 2004-05 % increase

Liability orders' 3385 5638 45.1
3rd party debt

P 1395 1573 12.8
Charging orders

applied for 922 1087 17.9
Committal initial

hearings’ 331 617 86.4

" To chase a debt we have to get the magistrates to agree that the debt exists and that the non-resident parent is liable to
pay it. The Liability Order is the document, which proves that the magistrate agrees there is a debt. We can then seek to
recoup the money through legal means.

2 Once we have a Liability Order, we can complete a form and send it to the non-resident parent's bank. It asks the bank
to remove the money we require if it is contained in the non-resident parent's account.

9 We can take legal action to attach a notice that prevents the non-resident parent from selling their house without paying
the debt owed. In essence we have attached the debt to any profit they have in the house. If they sell it then the
solicitors will discover the notice during the search and either the sale will be held up while the non-resident parent pays
us or it goes ahead and we get paid the money before the non-resident parent receives the rest.

* These are the first hearings for committal action at court. It is possible that the hearings will be adjourned and possibly on
more than one occasion. However this count is purely the first time it appears in court.

In 2004-05 enforcement action also resulted in:

e 5,047 cases were referred for baliliff action, resulting in collections of aimost £3 million,
compared to 3,063 producing £1.5 million in 2003-04;

e 212 suspended committal sentences, compared to 95 in 2003-04;

e 8 actual committal sentences, compared to 8 in 2003-04;

e 28 suspended driving licence sentences, compared to 9 in 2003-04;

e 5 gctual driving licence sentences, compared to 1 in 2003-04; and

e almost £8 million collected by enforcement teams. There is no comparative data for
2003-04.

Working with others

We have continued to work with our stakeholders and our partners in government to
improve our business. Our work with Jobcentre Plus has led to improvements in our
handling of new applications from parents with care who are in receipt of income support
or income based Jobseekers Allowance. Our liaison with Her Majesty’s Revenue and
Customs (previously the Inland Revenue) provides us with critical information in tracing
non-resident parents and in providing self-assessments of income from the self-
employed. We have continued to meet with the representatives of our clients to seek to
work together to improve the service we give.

We have worked closely with our Trade Union to consult and involve them in the delivery
of our plans.

Sustainable Development

We have continued with our commitment to sustainable development through our
estates management, the measurement of office waste and by using renewable energy
sources.
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Investors in People

As a constituent part of the Department for Work and Pensions we have Investors in
People accreditation, which we earned in November 2003.

Diversity

During 2004-05, we continued with our commitment to drive forward our staff network
groups covering Race, Disability and Sexuality. We implemented a programme of
mandatory awareness training for all staff on race and disability. To comply with Race
Relations legislation and to move towards an organisation which is genuinely diverse the
Department for Work and Pensions conducted an ethnicity survey to capture the
ethnicity marker for all members of staff. We attained a 91 per cent response rate against
a target of 90 per cent. We have benchmarked our communications, staff training,
policies and procedures in respect of the disabled against the rest of the Department and
we have introduced an action plan to further develop areas of our business for disabled
staff and clients.

Financial Review

The Child Support Agency, as part of the Department for Work and Pensions (DWP)
receives its funding through the Department’s Spending Review settlement.

The Department’s funding from the 2002 Spending Review was announced by the
Chancellor to Parliament in the summer of 2002. The Spending Review settlement
provided funding for the three years 2003-04 to 2005-06.

In July 2004 the 2004 Spending Review was announced which re-baselined the 2005-06
settlement and provided detail of funding for 2006-07 and 2007-08.

The purpose of the three-year settlement is to give Departments the flexibility to plan
ahead and remove the constraints of annuality (within presented limits). It allows them to
carry forward under/over-spends from year to year within the spending review period.

During 2004-05 the funding allocated to the Child Support Agency totalled £264 million
(funding for Child Support Reform was also made available from the Welfare
Modernisation fund, which is accounted for in the DWP Resource Account).

Net administration costs shown in the administration accounts is £326 million. This
included £62 million which was not directly allocated to the Agency, but has been

notionally recharged (without the transfer of cash) as the Agency’s “share” of costs
incurred by the Department for Work and Pensions in 2004-05.

Forward look for 2005-06

A new Chief Executive, Stephen Geraghty, was appointed in April 2005, replacing Doug
Smith CB who retired at the end of May.

Mr Geraghty is leading work to develop the Agency’s strategic plan for the next three
years, which will be supported by an enabling change programme. This plan will be
published later in the year along with an updated Business Plan for 2005-06, which will
supersede that issued in April.
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Annex 1 - Performance against Key Ministerial Targets
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Notes

Note 1 - Targets for 2005-06 have been rolled forward from last year. Ministers will review the overall package of
targets once more detailed plans for the delivery of the child support service in 2005-06 are available.

Note 2 - We cannot quote reliable figures for 2003-04.

Note 3 - Compliance is measured over a quarterly period as opposed to monthly, as it is a less volatile measure
of performance in that it smoothes out the impact of events such as bank holidays, late payments and
processing delays. These figures may be subject to change as more reliable information becomes
available.

Note 4 - Due to problems with the Information Technology it has not been possible to accurately measure this
target.

Note 5 - This target was measured against intake; the Agency cleared 64 per cent of applications received, of
these 60 per cent reached maintenance calculation, the remaining 40 per cent were closed.
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AnNnex 2 - Summary of Standards Committee Sixth Annual Report

Background

This is the sixth annual report of the Child Support Agency Standards Committee. The
Committee was set up to provide the Chief Executive with independent commentary on
the quality of decision-making within the Agency and on the process for assuring that
quality. This report covers the period 1 April 2004 to 31 March 2005. The full report is on
the Internet (www.csa.gov.uk).

Once again this has been a difficult and extremely challenging year for the Agency and
one of detailed scrutiny of the Agency’s operations both internally and externally including
by the DWP Parliamentary Select Committee. We have scoped and focused our activities
so as to minimise duplication. Specifically, we have carried out our core role of monitoring
the quality and accuracy of decisions and we have followed up a number of issues
covered in last year’s report.

Findings

This has been another year of transition as the Agency continues to manage both new
scheme and old scheme cases. This year, the accuracy of maintenance calculation
decisions on new scheme cases falling purely within the new rules was 79 per cent.
Accuracy across all new scheme cases was 75 per cent against a Secretary of State
target of 90 per cent. Accuracy of old scheme cases was 78 per cent.

The Committee also monitored Operational Accounting Accuracy. Last year we flagged
up the need for the Agency to address the inadequacy of notifications on many of the
cases sampled. This year performance has improved over 2003-04 but problems still
remain with regard to notifications and documentation.

The main causes of inaccuracy under the old scheme had historically been
miscalculation of earnings, housing costs, supercessions and inadequate documentation.
In last year’s report, we expressed disappointment that errors were creeping into the
operation of new scheme rules, around setting of effective dates, earnings calculations,
documentation and elements of client contact. We remain concerned about these issues.
We are pleased that the remits of various Target Focus Groups set up by the Chief
Executive to transform performance cover areas of concern to us and that one focus
group has been specifically geared towards checking and accuracy. The Committee will
continue to monitor these aspects of decision making in the coming year.

Special exercises

In addition to monitoring the standard of core decision-making, the Committee also
commissioned a number of special exercises:

Advance Payments of Maintenance

In 2003-04, an exercise to monitor the impact of new guidance designed to address
poor quality in handling of advance payments under the old scheme disappointingly
showed 75 per cent of cases still being actioned inappropriately and/or inaccurately. The
Committee recommended action to address performance and commissioned a follow up
exercise carried out this year. We are pleased to note increased management
effectiveness in this area and a fall in the proportion of cases not fully accurate and/or
actioned to 35 per cent (many cases failing due to insufficient documentation to enable
their accuracy to be assessed). We welcome this improvement but will commission a
further exercise this year also to include new scheme cases.
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Debt management and Enforcement

In 2003-04 the Committee looked at the operation of debt management by the Agency
including arrears agreements and Deduction from Earnings Orders. Again, procedures in
these areas had been subject to re-written and improved guidance, but we found a
disappointing degree of compliance with the guidance and said that we would monitor
the situation in 2004-05 and hoped to find much more effective management control.

An in-year exercise has found continued poor compliance with procedures and
documentation and that cases were not being referred for enforcement as early as they
should be. Findings of a specific exercise to look at the handling of arrears agreements
found poor compliance with the Payment Arrangement Guide and that more arrears
could have been collected through enforcement action.

On enforcement, in last year’s report we welcomed action being taken by the Agency to
improve handling of enforcement cases. This year an exercise was undertaken to
establish the impact of that action. Again we found standards of documentation,
notification and adherence to procedures variable.

The Committee is disappointed at the pace of improvement in these areas over the year.
We welcome the setting up of the Enforcement Directorate and recognise the action
taken during the year to improve performance in compliance activities including further
improvements to the guidance supported by compliance workshops and training.

We will continue to monitor debt management and enforcement related decision making
during the coming year.

Variations

A variation is the process by which certain exceptional circumstances can be taken into
account in making a Maintenance Calculation. The making of variations are customer
driven but depend on their having information regarding the scheme available to them.
Once again, monitoring showed unsatisfactory standards of documentation, notification
and other customer service aspects of the variations process. The Committee endorsed
the Monitoring and Guidance Unit’s recommendation on improved guidance and support
to decision makers. We will monitor variations over the coming year.

Appeals

The Committee is pleased to note that the Monitoring and Guidance Unit monitoring of
appeals submissions indicates a further improvement in their quality, subject to the
caveat that the exercise is qualitative rather than statistically valid. It is early days to
assess the impact of directed checking of appeals on the effectiveness of appeals
handling, but there are no early indications of problems. A more rigorous assessment will
be made in this first full year.

Conclusions

The Standards Committee recognises that this has been another difficult and very
challenging year for the Agency and that recovery has remained a priority. The
Committee welcomes the decisive and targeted action being taken by the new Chief
Executive and his team to lead and support performance across the key areas of the
Agency’s business.

More specifically, it is still early days, but the emerging concern we expressed in our
previous report around effective dates, documentation, naotification and timeliness have
been reinforced by findings this year. We welcome the creation of the Management
Checks and Accuracy Target Focus Group which is addressing many of the aspects of
decision-making causing concern to the Committee and we hope to be able to report
improvements in accuracy and quality of decision making in our next report.
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Annex 3 - Summary of Audit Committee Report 2004-05

The Audit Committee

The Audit Committee is a sub-group of the Agency Board. The Committee membership
is supported by five Board Directors, including two Non-Executive Directors. The Director
of Internal Audit is also a member. The Finance Director, Information System/Information
Technology Director and representatives from the National Audit Office also attend
meetings which are held regularly each quarter.

Internal Assurance Services

Internal Assurance Services (IAS) is a part of the Department for Work and Pensions
Finance Directorate, and provides an internal audit service to the Agency. IAS has
primary accountability to the Departmental Accounting Officer (Permanent Secretary) and
the Agency Accounting Officers (Chief Executives).

The overall Audit strategy is to provide accounting officers with an objective and
independent evaluation, and where appropriate, make recommendations to improve the
effectiveness of their risk management, control and overall governance arrangements.
The IAS approach is to work together with management teams to create a secure and
well governed organisation which is managing its risks effectively to achieve its business
objectives.

IAS operate to the Government Internal Auditing Standards. These standards define the
way in which a professional internal audit service should be established and how it
undertakes its function.

Audit Work

The annual audit work plan is based on documented Agency risks, Audit’s own view of
internal control weaknesses and the input of the Audit Committee and senior Agency
managers. Encouragingly, a significant percentage of the year’s Audit work has emanated
from ad hoc requests by Agency managers to undertake work to improve control
weaknesses.

Key findings

The Agency continues to invest considerable time and effort in systems of internal
control. The many products and activities include:

¢ The Corporate Governance Framework;
e Standing Financial Instructions;

e The Corporate Governance Forum;

e VAT 2000 Reports;

e | etters of Representation;

e Corporate Governance Action Plan;

e Audit Assurance Action Plan;

e The Agency documented systems of internal control.

Annual Report and Accounts 2004-05 1 5



Throughout the year the Audit Committee have commented on these products and
noted the progress in improving risk management and governance in many areas. This
has included improvements in the Departmental Risk Assessment Framework scores and
better quality Letters of Representation. However during the year the Audit Committee
also commented that:

“The governance systems are cumbersome and may be hindering understanding
of, and compliance with, business processes.”

There have been frequent Committee discussions around ensuring that the process for
recording and managing risks does not become overly bureaucratic and provides real
value. A change in culture is seen to be the key to embedding practical risk
management. Overall the Committee have said they would like to see a less bureaucratic
system, based on sound risk management principles with any governance framework
firmly embedded into the managerial process and key work objectives. In the final quarter
of the year IAS have noted progress on these areas with good examples of risk
management integrated into Agency planning. A more pro-active approach has also
been adopted by the Agency’s central risk team.

Overall, in their year’'s work Audit have identified many examples of control weaknesses
and compliance failures and have reported accordingly. Internal Audit see progress
towards improving the control environment being dependent on:

e Technical fixes and better performance from CS2 and related elements including
telephony and management information systems - there can be no doubt that the
limitations of current systems have often forced the Agency to take swift actions to
maintain some level of service to its clients. This reactive approach works against
maintaining a sound control environment but equally it should serve to emphasise the
importance of identifying any risks associated with the action;

® Improved training, support and clearer guidance on the use of systems as designed
rather than as planned, ensuring full stakeholder engagement along the way;

e Strong, firm management to ensure compliance with the above along with continuous
monitoring, via letters of representations, IAS reports etc;

¢ Ensuring that any controls are fit for purpose, commensurate with the associated risks
and that managers, at all levels understand, why the control exists and the
consequences of non-compliance;

¢ |n a broader sense, providing the Agency workforce with a clearer sense of purpose
and direction thereby regaining the ground that has been lost. This will be a
consequence, of course, of improved strategic planning.

However on a more positive note the Agency and Internal Audit have worked well
together during the year towards improving the quality of control. This is evidenced by:

e The fact that around 30 per cent of audits were commissioned directly by Agency
senior managers;

® The number of groups and committees that audit have been invited to become part of
and the extent to which they have been involved in quality assuring papers to provide
an Audit view;

e The manner in which audit recommendations have generally been accepted, acted
upon and tracked, despite the high levels of nil/limited assurances provided and the
hard messages involved;

e The willingness of Agency senior managers to make themselves available to audit.
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Annex 4 - Diversity Statement

Commitment

This statement serves to affirm our commitment to valuing diversity and equal
opportunities;

e jointly as members of the Board; and
e individually as managers.

This commitment is shared by the Public and Commercial Services Union with which we
will work in partnership to deliver these commitments.

Pledge to managers

There is a fine line between effective management and behaviour that can be seen as
amounting to harassment or bullying. We will support our managers in what is a difficult
job. In doing so we will offer training and coaching to both managers and managed in
where the line is drawn. And we will be even handed in dealing with complaints so that
managers do not feel undermined.

Pledge to individuals

We will not tolerate discrimination, victimisation, harassment or bullying. We expect
managers to intervene without waiting for a complaint where they spot unacceptable
behaviour. We encourage anyone who believes they have suffered such behaviour to
come forward. Everyone has the right to make a complaint about such behaviour without
fear of recrimination. They will have their complaint dealt with as quickly as possible in a
fair and sensitive way.

Accountability and awareness

We recognise our leading role in promoting and making sure that real quality of
opportunity is offered to all staff. The Chief Executive has set out his personal views
elsewhere in this document. Accountability for equal opportunities operates throughout
the Agency and we will ensure that all staff are aware of their rights and responsibilities
under the Agency'’s policies.

Valuing diversity and equal opportunities enhances the Agency’s business

Valuing diversity and equal opportunities is neither an optional extra nor a vague
aspiration in an efficient organisation. It underpins all aspects of our work and is an
integral part of good working practice and good management. This is particularly true in
times of pressure, challenges and change. To reinforce this, we have included an
ongoing commitment to valuing diversity and equal opportunities in our business plans.

The benefits of valuing diversity and equal opportunities

Properly implemented, diversity and equal opportunities give operational and business
benefits, and help to:

e attract the best people for the jobs and retain them thereafter;
e develop people to their full potential,

¢ value and utilise the different qualities different people bring to the job creating an
environment which welcomes, values and builds on diversity by harnessing all
differences whether visible or not; and

e improve motivation, efficiency and effectiveness.
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Annex 5 - Child Support Agency Territories

Northern Territory
. Scotland and North

¥ East Business Unit
‘: . Wales and North
West Business Unit
\‘,' .
‘-},’. Southern Territory
] Midlands Business

Unit
Eastern Business
Unit (some work

also processed in
Belfast)

South East
Business Unit

F
3 South West

Business Unit

Belfast®
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Child Support Agency

Website address: www.csa.gov.uk

@ National Helpline

Telephone: 08457 133 133
Minicom/textphone: 08457 138 924

Open: Monday - Friday 08.00-20.00
Saturday 09.00-17.00

@& Welsh Enquiry Line

Telephone: 08457 138 091
Open: Monday - Friday 09.00-17.00

Northern Territory
[=] Newcastle Site
Alnwick House
Benton Park Road
Longbenton
Newcastle upon Tyne
NE98 1YX
@ Scotland and North East
England Region
*New Scheme: 0845 609 0042
Old Scheme Helpline: 08457 136 000

Minicom/textphone: 08457 136 804

@ Wales and North West England
Region
*New Scheme: 0845 609 0082

Old Scheme Helpline: 08457 138 000
Minicom/textphone: 08457 138 099

Open: Monday - Friday 08.00-20.00
Saturday 09.00-17.00.

*New Scheme Cases - from 3 March 2003

Southern Territory

[=] Plymouth Site

Clearbrook House

Towerfield Drive

Bickleigh Down

Business Park

Plymouth, Devon

PL6 7TN

@ South West England Region
*New Scheme: 0845 609 0072

Old Scheme Helpline: 08457 137 000
Minicom/textphone: 08457 137 217

@ South East England Region
*New Scheme: 0845 609 0052

Old Scheme Helpline: 08457 134 000
Minicom/textphone: 08457 134 700

@ Midlands Region

*New Scheme: 0845 609 0062

Old Scheme Helpline: 08457 131 000
Minicom/textphone: 08457 131 707

@ Eastern Region (some work
processed in Belfast)

*New Scheme: 0845 609 0092

Old Scheme Helpline: 08457 132 000

Minicom/textphone: 08457 132 243

Open: Monday - Friday 08.00-20.00
Saturday 09.00-17.00.
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Administration Accounts

Foreword
Statutory background

The Child Support Agency presents its accounts for the financial year ended 31 March
2005. The accounts have been prepared in accordance with the direction given by HM
Treasury in pursuance of section 7(2) of the Government Resource and Accounts Act
2000.

The Agency was established as an Executive Agency of the Department of Social
Security (now the Department for Work and Pensions) on 5 April 1993.

Child Support Reform

Expenditure on activities relating to Child Support Reform falls outside of the area of
responsibility of the Child Support Agency's Accounting Officer. This expenditure is
accounted for in the accounts of the Department for Work and Pensions Corporate
Centre.

Principal activities

The Child Support Agency's principal activities are set out in its Framework Document
(1995). The Agency exists to assess, collect, pay and, where necessary, enforce child
support maintenance in accordance with the law and directions from the Secretary of
State.

Performance targets

The Agency's performance targets are set out in the 2004-05 Business Plan which was
published in March 2004. A more detailed description is provided on pages 11 and 12 of
the Annual Report.

Results for the year on an accruals basis

The Operating Cost Statement shows the net operating cost of the Agency on an
accruals basis.

The net operating cost amounted to £327 million (2003-04, £323 million). Capital
expenditure for the year, full details of which are given in Note 7, amounted to £0.4
million (2003-04, £0.4 million). The net operating cost includes £0.2 million (2003-04,
£0.5 million) of expenditure on assets valued at less than £5,000 which are not
capitalised (see Note 1.2).

The net operating cost has been calculated after including a number of notional costs
which are not currently charged to the Agency but which are borne centrally by the
Exchequer, for example, cost of capital charge (see Note 1.8).

Parliamentary funding

The Child Support Agency is a supply financed Executive Agency of the Department for
Work and Pensions and, as such, remains subject to gross expenditure control under the
Parliamentary Vote system. The net cash cost of the Agency's operations, along with the
rest of the Department, will be accounted for within Schedule 1 of the Department's
Resource Account. This account will be finalised and published later in the year.

The Agency's work programme and expenditure plans for the year were published in the
Agency's Business Plan for 2004-05 and form part of CM 6221: Department for Work
and Pensions Departmental Report 2005.
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Employment of disabled persons

People with disabilities, as defined in the Disability Discrimination Act 1995, are employed
across all grades within the Child Support Agency. The Agency played a major role in the
2003 European Year of Disabled People and ran a substantial disability awareness
programme from May 2003 onwards. This was aimed at improving the level of
knowledge and understanding throughout the Agency in order to improve services for
disabled staff and clients.

Commitment to equality and valuing diversity

In line with Departmental policy, the Child Support Agency is committed to providing
services which embrace diversity and which promote equality of opportunity. As an
employer the Agency is committed to equality and valuing diversity within its workforce.
Our goal is to ensure that these commitments, reinforced by our Values, are embedded
in our day-to-day working practices with all our clients, colleagues and partners.

Employee involvement

Staff have access to welfare services which support staff and promote well-being in the
workplace.

Staff also have access to trade union membership. The Child Support Agency has
procedures for consulting its trade unions and supports staff representation in the
workforce by trade union representatives.

The Agency is committed to ensuring that staff at all levels can contribute towards
decisions affecting the day-to-day business of the Agency.

Payments to suppliers

The Child Support Agency is committed to the prompt payment of bills for goods and
services received. Payments are normally made as specified in the contract. If there is no
contractual provision or other understanding, they are paid within 30 days of receipt of
the goods or services, or presentation of a valid invoice or similar demand, whichever is
later. A review of all payments made during a 12 month period, conducted to measure
how promptly the Agency pays its bills, found that approximately 97 per cent (2003-04,
93 per cent) of bills were paid within this standard.

The 'Late Payment of Commercial Debts (Interest) Act 1998' and the 'Late Payment of
Commercial Debts Regulations 2002', which came into force on 7 August 2002, provide
all businesses and public sector bodies with, amongst other entitlements, the right to
claim interest for late payment.

No interest charges have arisen or been paid by the Agency.

Public interest

Details of company directorships and other significant interests held by board members
which may conflict with their management responsibilities are disclosed in the Annual
Report on the inside front cover.

External audit

These accounts have been audited by the Comptroller and Auditor General whose
certificate and report appear on pages 30 to 31.
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Post balance sheet events

There have been no post balance sheet events and the financial statements reflect
conditions that existed at the balance sheet date.

The Euro

The Child Support Agency continues to maintain its changeover planning and preparation
activities such that, in the event of a positive decision to join the Single European
currency, the changes required to the computer systems, business systems and
products will have been identified and quantified and we would be able to meet the
timescales set out in the Third National Changeover Plan.

Appointment and remuneration of the Chief Executive

The Chief Executive of the Child Support Agency was appointed by the Permanent
Secretary. The appointment is for an initial 3 year fixed term contract under the terms of
the Senior Civil Service Management Code.

The Chief Executive's pay is determined by the Permanent Secretary in line with the
Senior Civil Service pay arrangements.

Further details of remuneration are set out in Note 2 to these accounts.

Board of Management

Members of the Board of Management during the year were:

Doug Smith CB
Stephen Geraghty

Mike Isaac

Sheila Bird
Elaine Fox
Jim Edgar
Ron Eagle

Mark Grimshaw
Barney McGahan

John Oliver

Marilyn Stirling
Michael Foley

Dorit Braun OBE
Mary Hay

Barbara Moorhouse
John Cross

Shirley Trundle CBE

Chief Executive (until 3 April 2005)
Chief Executive (from 4 April 2005)

Deputy Chief Executive and Operations Director now Business
Development Director

Change Director (until 29 October 2004)
Staff and Client Relations Director now Human Resources Director
Finance Director

Information System/Information Technology Director (from 14 June
2004)

Chief Operating Officer (from 17 January 2005)

Non-Executive Director and Chief Executive Northern Ireland Child
Support Agency

Performance Implementation Director (until 29 October 2004)
Interim Chief Information Officer (until 14 May 2004)

Child Support Reform Director (until 31 March 2005)
Non-Executive Director (until 7 December 2004)
Non-Executive Director

Non-Executive Director

Non-Executive Director

Director of Welfare, Strategy and Performance in the Department
for Work and Pensions, Work Welfare and Equality Group
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Board of Management responsibilities

The Board of Management has approved the accounts for the year ended 31 March
2005 and has confirmed that it gives a true and fair view of the state of the affairs of the
Child Support Agency and of the results of the Agency for the year. In the preparation of
the accounts, the Board of Management has selected suitable accounting policies and
applied them consistently, made judgements and estimates that are reasonable and
prudent, and has prepared the accounts on the going concern basis.

Signed

= G

Stephen Geraghty
Chief Executive

12 July 2005
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Administration Accounts

Statement of Agency’s and Chief Executive’s responsibilities

Under section 7(2) of the Government Resources and Accounts Act 2000, the Treasury
has directed the Agency 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
Agency's state of affairs at the year-end and of its income and expenditure, recognised
gains and losses and cash flows for the financial year.

In preparing the accounts the Agency is required to comply with the Resource
Accounting Manual prepared by HM Treasury, and in particular to:

® observe the relevant accounting and disclosure requirements, and apply suitable
accounting policies on a consistent basis;

e make judgements and estimates on a reasonable basis;

e state whether applicable accounting standards have been followed, and disclose
and explain any material departures in the financial statements; and

® prepare the financial statements on the going concern basis, unless it is
inappropriate to presume that the Agency will continue in operation.

The Principal Accounting Officer of the Department for Work and Pensions has appointed
the Chief Executive of the Child Support Agency as the Accounting Officer for the
Agency. His relevant responsibilities as Accounting Officer, including responsibility for the
propriety and regularity of the public finances for which an Accounting Officer is
answerable, for keeping proper records and for safeguarding the Agency's assets, are
set out in the Accounting Officers' Memorandum, issued by the HM Treasury and
published in Government Accounting.

Signed

Stephen Geraghty
Chief Executive

12 July 2005
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Administration Accounts

Statement on internal control

1. Scope of responsibility

As Accounting Officer, | have responsibility for maintaining a sound system of internal
control that supports the achievement of the Child Support Agency’s policies, aims and
objectives, whilst safeguarding the public funds and departmental assets for which | am
personally responsible, in accordance with the responsibilities assigned to me in
Government Accounting.

The Departmental Planning Framework has identified and taken into consideration the
risks to the delivery of the Public Service Agreement targets across the department and
its agencies.

2. The purpose of the system of internal control

The system of internal control is designed to manage risk to a reasonable level rather
than to eliminate all risk of failure to achieve policies, aims and objectives; it can therefore
only provide reasonable and not absolute assurance of effectiveness. The system of
internal control is based on an ongoing process designed to identify and prioritise the
risks to the achievement of agency/departmental policies, aims and objectives, to
evaluate the likelihood of those risks being realised and the impact should they be
realised, and to manage them efficiently, effectively and economically. The system of
internal control has been in place in the Child Support Agency for the year ended 31
March 2005 and up to the date of approval of the Annual Report and Accounts, and
accords with Treasury guidance.

3. Capacity to handle risk

The Agency Executive Team recognises the importance of risk management and has
endorsed the content of the Risk Management Framework in order to help promote it
throughout the Agency. The revised Risk Management Framework 2004, which supports
the Departmental Framework, is available to all staff. It sets out risk policy and strategy,
and provides a comprehensive view on how risk is an integral part of the planning
process. It also outlines how risk management operates, showing clearly the principal
roles involved together with the structures we have in place.

To further support and reinforce the Agency’s risk culture, the Agency’s Risk
Management Framework, and more specifically the policy statement on risk, will be
revised and approval sought by the newly formed Executive Team. This will further
reaffirm senior management commitment to risk management. In addition, underpinning
one of the Agency’s 2004/05 priorities for improving corporate governance processes,
the Agency has implemented a visible and rigorous risk management process.

A number of products are available to support Agency staff depending on individual
requirements. These include a departmental risk management e-learning package, two
risk management courses run by the Agency’s Learning Resource Centre and the
Agency risk management intranet site. The Management Development Programme,
undertaken by most middle and junior managers, also covers the importance of risk
management.

In addition the importance of risk management is emphasised by its incorporation into
the generic key work objectives by which all managers’ performance is assessed
annually.
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During the year, Internal Assurance Services reviewed the Child Support Agency’s
business planning process to provide an assurance to the Accounting Officer on the
extent to which the key risks to the achievement of the Child Support Agency business
objectives, are being effectively identified and managed. They confirmed the
management input into the strategic and business planning process within Child Support
Agency is of a high standard. A robust framework for sound strategic and business
planning has been developed and put in place. The process is clearly communicated and
widely understood. Audit provided substantial assurance in respect of the process
developed to produce, manage, control and monitor plans. However, the review also
concluded that given the current performance of the Agency, Audit could only offer
limited assurance in respect of the execution, delivery and outcomes of the process. The
risk elements of the Audit recommendations are outlined at section 4 below.

4. The risk and control framework

The Agency adopted the Departmental project risk management methodology in 2001
and continues to apply it with some flexibility to regularly identify, allocate ownership,
prioritise, review and control risks at all levels within the Agency.

A number of reviews have taken place this year to drive forward improvements and
embed risk management further into the day-to-day work of the Agency. Following these,
an action plan to address those areas identified for improvement was drawn up and is
being implemented. Key activities already implemented are around:

e Access to the Executive Team and Senior Management team meetings by risk
practitioners to see first hand how risks are being actively discussed, debated
and managed;

¢ Risk practitioners being asked to facilitate workshops to identify key risks to the
delivery of business in the newly formed Directorates following organisational
restructuring;

e Early identification of risks in new areas of the Business e.g. risks to the Business
Transformation Programme were identified early in the development of the
initiative by senior managers and the programme board; and

e Flexibility in the management approach to key high level risks to the Business
Transformation Programme.

5. Review of effectiveness

As Accounting Officer, | have responsibility for reviewing the effectiveness of the system
of internal control. My review of the effectiveness of the system of internal control is
informed by the work of the internal auditors, and the executive managers within the
Agency who have responsibility for the development and maintenance of the internal
control framework, and comments made by the external auditors in their management
letter and other reports. | have been advised on the implications of the result of my
review with regard to the effectiveness of the system of internal control by the Board and
the Audit Committee, and a plan to address weaknesses and ensure continuous
improvement of the system is in place.

Throughout the year the Audit Committee have reviewed and commented on the need
for effective internal controls. They have noted, in particular, the progress in improving
risk management and governance in many areas. Their steer has been for a less
bureaucratic system, based on sound risk management principles with any governance
framework firmly embedded into the managerial process and key work objectives.
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They have also commented that improvements to the control environment are dependant
on a number of factors such as:

e Technical fixes to the IT system;

e Improvement in system performance;
e Improved training;

e Effective deployment of controls; and
e Clear sense of purpose for staff.

The Agency is working to achieve this by addressing each of the factors through its
developing strategy.

The Department’s Internal Audit Unit forms part of Internal Assurance Services and
operates to standards defined in the Government Internal Audit Manual. It submits
regular reports, which include the Head of Internal Audit’s independent opinion on the
adequacy and effectiveness of the Agency’s system of internal control, together with
recommendations for improvement, to the Audit Committee and the Child Support
Agency Board.

There are twelve groups with appropriate levels of authority dealing with Governance
issues. These are headed by the Child Support Agency Board and the Executive Team.

Letters of Representation on Internal Control and Accountability are completed quarterly
by all of my senior managers. The letters facilitate the systems of internal control,
detailing any control weaknesses and corrective action taken or planned. Differences in
the quality and content have been noted and efforts are being made to resolve this,
including the incorporation of accurate completion into the generic key work objectives of
senior managers.

The Corporate Governance Forum continues to add value to the process of advancing
the corporate governance agenda within the Child Support Agency by disseminating
best practice and common understanding of Governance issues.

One of the Business Plan priorities is to improve corporate governance. In keeping with
this a full review of mandatory checks has been conducted. Unnecessary checks have
been removed resulting in a more efficient and effective checking regime. A generic
Departmental control system is being introduced in 2005. It is expected that this will
improve the level of assurance we have over compliance with business checks and will
drive forward our compliance agenda.

The Agency has contributed to two risk assessments during the year and is embarking
on a third. The Agency has reached or surpassed the minimum requirement set by
Treasury in all six categories within the assessment and attained the highest score in the
leadership category within the Department. The assessment also identified four areas for
improvement, which are being taken forward. These are - Leadership/People,
Partnership, Process/Partnership and Risk handling/Outcomes.

Business continuity management arrangements are in place across the organisation to
safeguard our business operations in the event of a disruption. The Agency business
continuity management process will be reviewed during 2005 to ensure our approach
and guidance is effective and supports the revised Departmental business continuity
framework.

= Gre—T

Stephen Geraghty
Accounting Officer

12 July 2005
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Administration Accounts
The Certificate and Report of the Comptroller and

Auditor General to the House of Commons

| certify that | have audited the financial statements on pages 32 to 54 under the
Government Resources and Accounts Act 2000. These financial statements have been
prepared under the historical cost convention as modified by the revaluation of certain
fixed assets and the accounting policies set out on pages 35 to 38.

Respective responsibilities of the Agency, the Chief Executive and Auditor

As described on page 26, the Agency and the Chief Executive are responsible for the
preparation of the financial statements in accordance with the Government Resources
and Accounts Act 2000 and Treasury directions made thereunder and for ensuring the
regularity of financial transactions. The Agency and Chief Executive are also responsible
for the preparation of the other contents of the Annual Report. My responsibilities, as
independent auditor, are established by statute and | have regard to the standards and
guidance issued by the Auditing Practices Board and the ethical guidance applicable to
the auditing profession.

| report my opinion as to whether the financial statements give a true and fair view and
are properly prepared in accordance with the Government Resources and Accounts Act
2000 and Treasury directions made thereunder, and whether in all material respects the
expenditure and income have been applied to the purposes intended by Parliament and
the financial transactions conform to the authorities which govern them. | also report if, in
my opinion, the Foreword is not consistent with the financial statements, if the Agency
has not kept proper accounting records, or if | have not received all the information and
explanations | require for my audit.

| read the other information contained in the Annual Report and consider whether it is
consistent with the audited financial statements. | consider the implications for my
certificate if | become aware of any apparent misstatements or material inconsistencies
with the financial statements.

| review whether the statement on pages 27 to 29 reflects the Agency's compliance with
Treasury's guidance on the Statement of Internal Control. | report if it does not meet the
requirements specified by Treasury, or if the statement is misleading or inconsistent with
other information | am aware of from my audit of the financial statements. | am not
required to consider, nor have | considered whether the Accounting Officer's Statement
on Internal Control covers all risks and controls. | am also not required to form an opinion
on the effectiveness of the Agency's corporate governance procedures or its risk and
control procedures.

Basis of audit opinion

| conducted my audit in accordance with United Kingdom Auditing Standards issued by
the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts, disclosures and regularity of financial transactions included in
the financial statements. It also includes an assessment of the significant estimates and
judgements made by the Agency and Chief Executive in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the Agency's
circumstances, consistently applied and adequately disclosed.
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| planned and performed my audit so as to obtain all the information and explanations
which | considered necessary in order to provide me with sufficient evidence to give
reasonable assurance that the financial statements are free from material misstatement,
whether caused by error, or by fraud or other irregularity and that, in all material respects,
the expenditure and income have been applied to the purposes intended by Parliament
and the financial transactions conform to the authorities which govern them. In forming
my opinion | have also evaluated the overall adequacy of the presentation of information
in the financial statements.

Opinion
In my opinion:

e the financial statements give a true and fair view of the state of affairs of the Child
Support Agency Administration Accounts at 31 March 2005 and of the net
administration costs, total recognised gains and losses and cash flows for the
year then ended and have been properly prepared in accordance with the
Government Resources and Accounts Act 2000 and directions made thereunder
by Treasury; and

¢ in all material respects the expenditure and income have been applied to the
purposes intended by Parliament and the financial transactions conform to the
authorities which govern them.

| have no observations to make on these financial statements.
A
' | R

John Bourn
Comptroller and Auditor General

National Audit Office

157 - 197 Buckingham Palace Road
Victoria

London SW1W 9SP

15 July 2005

The maintenance and integrity of the Child Support Agency’s website is the responsibility of the
Accounting Officer; the work carried out by the auditors does not involve consideration of these
matters and accordingly the auditors accept no responsibility for any changes that may have
occurred to the financial statements since they were initially presented on the website.
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Operating Cost Statement
for the year ended 31 March 2005

2004-05 2003-04
Notes £'000 £'000
Administration Costs
Staff costs 2 220,988 215,551
Non-staff administration costs 3 104,830 107,547
Gross Administration Costs 325,818 323,098
Operating income 6 (199) (115)
Net Administration Costs 325,619 322,983
All income and expenditure is derived from continuing operations.
Statement of Recognised Gains and Losses
for the year ended 31 March 2005
2004-05 2003-04
Notes £’000 £’000
Net gain on revaluation of tangible fixed assets 15 41 19
Total recognised gains and losses for the year 41 19

The notes on pages 35 to 54 form part of the accounts.
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