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Management commentary
Why the Olympic Lottery Distribution Fund (OLDF) was needed
London was chosen as the host city for the 2012 Olympic and paralympic Games on 6 July 2005. Funding for
the London 2012 Olympics comes from a variety of sources, including the national Lottery. under new funding
arrangements announced on 15 March 2007, up to £2.175 billion will be contributed by the national Lottery.
£750 million of this is expected to be raised by designated Olympic Lottery games.
the OLDF was established to receive and hold the monies generated from the Lottery specifically for the 2012
Olympics until distributed by the Olympic Lottery Distributor to fund any facilities, services or functions which the
distributor considers are necessary or expedient to provide or undertake for the delivery of the 2012 Games. the
balance held in the OLDF is invested by the commissioners for the Reduction of the national Debt (cRnD) and
any investment proceeds added to the amount available to the Olympic Lottery Distributor.
the fund came into legal existence on 8 April 2005 under the terms of the horserace Betting and Olympic Lottery
Act 2004 (commencement no.2) Order 2005 (sI 2005/1134). the Fund was dormant until the announcement
of the success of London as the host city for the 2012 games. the first receipt of monies into the OLDF was on
2 August 2005. the fund will close once its primary purpose has been met and the secretary of state makes the
Order required under section 28 of the 2004 Act to wind up the fund.

Where the money comes from
T

Where the money goes
Monies drawn down from the fund by the Olympic Lottery Distributor (OLD) are used to make grants or loans
under section 30 of the 2004 Act. the distributor’s main grant recipient is the Olympic Delivery Authority (ODA),
the body responsible for delivering the venues and supporting infrastructure for the 2012 Games.
Following discussions with cRnD it was agreed that the OLDF funds should be invested from the outset in the
Debt Management Account Deposit Facility call notice Deposit Account, in order to preserve capital and retain
full liquidity, given uncertainties over size and timing of drawdowns.

Funding package
On 15 March 2007, the secretary of state announced to the house of commons that the Government had agreed
a new Olympic funding package of £9.325 billion (including a £2.747 billion total contingency).
this funding package provided up to £2.175 billion towards the public funding package for staging the 2012
Games:
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■

£750m is expected to be raised by the Olympic Lottery games set up specifically for this purpose, which
are accounted for in the OLDF.

■

The Payments into the Olympic Lottery Distribution Fund etc. Order 2008 permits the secretary of state
to transfer up to £1,085m from the national Lottery Distribution Fund (nLDF) to the OLDF in quarterly
instalments between 2009 and 2012. this comprises £410m as originally envisaged in the Olympic bid
and announced in 2003, and a proposed further £675m arising from the budget review. the Order was
approved by the house of commons on 15 January 2008 and by the house of Lords on 30 January 2008.
It was made by the parliamentary under secretary of state, Gerry sutcliffe Mp, on 2 February 2008 and
came into force on 3 February. the first transfer of funds took place on 2 February 2009 and thereafter each
quarter.

■

the balance of £340m lottery contribution will come directly from the existing sport distributors funded by
the nLDF and will not pass through the OLDF. £289.5m represents funding used by the sports distributors
in securing benefit to elite and community sport of holding the Olympics and paralympics in the uK, and
the remaining £50.5m is a contribution to the construction of the aquatics centre and the velodrome, both
new facilities intended to provide lasting benefit after the Games.

Following the General election of May 2010 the coalition government committed itself to reducing the level of
government expenditure. As part of this programme the Olympic Delivery Authority was asked to find savings of
£27m in 2010-11. the public sector funding package was reduced by £27m and now stands at £9.298 billion

Financial commentary
T

Governance of the Fund
T
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T

Grant commitments of the Olympic Lottery Distributor
Lottery distributors are deemed to have ‘committed’ Lottery funds once they have a signed contract in place
between themselves and a grant recipient. Once an award contract is signed, the Lottery distributor becomes
legally obliged to pay over the funds on condition that the terms of the grant contract are met.
At 31 March 2011, the Olympic Lottery Distributor had hard grant commitments of £590m compared with the
balance in OLDF of £152m. As a result the OLD was over committed by £438m. these commitments are expected
to be funded by future lottery proceeds up to the date of the Olympics, and by the transfer of funds from the nLDF
during 2011-12 of £292m and £136m in 2012-13.

Liquidity Risks
T

Interest Rate Risks
T

Foreign currency Risks
T

S
T
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Operating costs
E

Disclosure of Relevant Audit Information
As far as the Accounting Officer is aware there is no relevant audit information of which the fund’s auditors are
unaware, and the Accounting Officer has taken all the steps that he ought to have taken to make himself aware of
any relevant audit information and to establish that the fund’s auditors are aware of that information.

Reporting of personal data related incidents
In the cabinet Office’s Interim progress Report on Data handling procedures, published on 17 December 2007,
Official Report, column 98Ws, the Government made a commitment that departments will cover information risk
management in their annual reporting:
“Government should commit to enhanced transparency with parliament and the public about action to safeguard
information and the results of that action. Departments should cover information assurance issues in their annual
reports.”
As the OLDF is managed and operated within DcMs then full disclosure can be found set out in table 2 on page
49 of the DcMs Annual Report and Accounts. the DcMs Annual Report and Accounts is available on the DcMs
website at http://www.culture.gov.uk.
protected personal data is defined as data that meets the definition of the minimum scope of protected personal
data or data that departments consider should receive a similar level of protection because it would put those
affected at significant risk of harm or distress.
Incidents, the disclosure of which would in itself create an unacceptable risk of harm, may be excluded in
accordance with the exemptions contained in the Freedom of Information Act 2000 or may be subject to the
limitations of other uK information legislation

Important events which have occurred since the year end
T
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Remuneration Report
ReMuneRAtIOn pOLIcy
Administration of the Olympic Lottery Distribution Fund (OLDF) is undertaken on a part-time basis by a small
number of officials in the Department for culture, Media and sport (DcMs), whose costs are reimbursed by the
OLDF. DcMs does not recharge the OLDF for the remuneration costs of departmental Ministers or the DcMs
Board.
Management and control of the OLDF is vested in the secretary of state for culture,Olympics, Media and sport.
Details of the composition of DcMs Ministers and Board and remuneration information may be found in the
Remuneration Report of the DcMs Annual Report andAccounts 2010-11 [hc1002] which has been subject to
audit, and is available on the DcMs website at www.culture.gov.uk.
Owing to revised guidelines released by cabinet Office, corporate governance across Whitehall has changed. In
addition to cross-Whitehall changes in the composition and role of departmental boards, DcMs has also changed
the structure and membership of its other committees. For more details of these changes please refer to the
DcMs Annual Report and Accounts

signed:

Jonathan Stephens
permanent secretary and Accounting Officer,
Department for culture, Media and sport
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1. As Accounting Officer, I have responsibility for maintaining a sound system of internal control that supports
the operation of the Olympic Lottery Distribution Fund (OLDF), while safeguarding OLDF funds and assets for
which I am personally responsible, in accordance with the responsibilities assigned to me in “Managing Public
Money”.
2. Financial Directions have been given by the secretary of state to the Olympic Lottery Distributor (OLD) under
the horserace Betting and Olympic Lottery Act 2004 covering a statement of Financial Requirements (sFR). the
sFR includes requirements that:
i)

the Accounting Officer of the OLD satisfies him/herself on a continuing basis of the adequacy of the OLD’s
systems of internal control, as reflected in the annual statement on Internal control;

ii)

those systems of internal control are designed to identify risks and manage them to a reasonable level;

iii) the Accounting Officer of the OLD seeks assurance at appropriate intervals that OLD’s administrative and
financial systems as a whole remain adequate for the purpose of discharging its lottery distribution functions,
and that he/she informs the Department if he/she has any reason to doubt that this is the case;
iv) the OLD has regard to value for money in its administration of lottery funds.
3. the national Lottery commission is responsible, using the powers set out in the national Lottery etc. Act 1993,
as amended by the national Lottery Act 1998, and in the licence granted to camelot Group plc under section 5
of that Act, for ensuring that camelot meets its obligations under the licence, including financial obligations to
the OLDF. the lottery operator, camelot, notifies the department of the amounts due to be paid to the OLDF. the
commission reviews the notifications and checks that the payments made are in accordance with the licence
conditions. the Accounting Officer of the commission provides me with a statement of assurance in which the
compliance work undertaken at camelot Group plc during the year is outlined and which provides confirmation
that the payments to the OLDF during the year are complete and accurate in all material respects. the commission
publishes an Annual Report at the end of each financial year, which fulfils its requirement to report to the secretary
of state on the exercise of its functions during that year.

P
4. the system of internal control is designed to manage risk to a reasonable level rather than to eliminate
all risk of failure to achieve the fund’s purposes; it can therefore provide only a reasonable and not absolute
assurance of effectiveness. the system of internal control is based on a continuing process designed to identify
and prioritise the risks to the fund, 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 for the year ended 31 March 2011 and up to the date of approval of the accounts and accords with
treasury guidance.

C
5. As Accounting Officer I acknowledge my overall responsibility for ensuring the department is committed
to high standards of corporate governance, including the effective management of risk throughout the
Department.
6. the OLDF follows the DcMs risk management policy and process, as agreed by the DcMs Audit and
Risk committee, which reports to the Board. Both the policy and the guidance are available to all staff via the
Department’s intranet.
7. the DcMs Risk Management policy statement and Guidance. defines what “risk” and “risk management” mean
and outlines the key principles underpinning the approach to risk management, the hierarchy for managing risks,
the risk identification and management process, the roles and responsibilities of staff etc.
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8. the Board sets the Department’s risk appetite (i.e. the level of risk considered tolerable in the absence of
controls) through a grid showing a range of possible impacts and probabilities, and that is used as a guide to help
formulate actions to be taken in response to individual risks.
9. the Department has a Risk Improvement Manager (RIM), who ensures that risk management guidance is fit
for purpose and implemented across the Department. the RIM introduces best practice to the Department’s risk
policy as a result of attending the Risk Improvement Group coordinated by hM treasury and identifying good
practice from internal audit contacts in other bodies, results of internal audit reports and discussions with our
ALBs. Risk management features in Departmental training courses and one-to-one training sessions on risk for
Risk champions, who promote best practice across the business areas where they work.

T
10. the OLDF maintains a risk register that is reviewed by the head of Financial Operations. A self-assessment
approach to risk identification is used with risks evaluated in respect of both impact and likelihood. As part of
the business planning process risks are evaluated and necessary controls identified. Guidance is available on the
types of risk that the fund could face. each significant risk is required to have a contingency plan which identifies
the risk “trigger points” which give early warning of the risk materialising. All risks are assigned Risk Owners i.e.
someone with sufficient authority to ensure the risk is addressed and that clear responsibility to manage the risk
is allocated to specific offices.
11. staff within DcMs co-ordinate the department’s annual lottery assurance review. the department derives
assurance primarily from the statements on Internal control (sIcs) submitted annually by each distributing body.
the sIcs are required to incorporate specific references to measures being taken by each distributing body to
prevent and detect conflicts of interest and fraud. In addition separate letters of representation are requested
from each lottery distributor stating their compliance with these measures. Internal audit monitors and audits this
process.

Review of effectiveness
12. As Accounting Officer, I have responsibility for reviewing the effectiveness of the system of internal control,
key elements of which are set out above. My review is informed by:
■

Key elements of the Department’s governance: the DcMs Ministerial Board, the executive Board (which
has replaced the executive committee that was in place at the start of the year) and the Audit and Risk
committee (which supports the Board in its responsibilities for risk, control and governance)

■

the work of the executive managers within the Department who have responsibility for the development
and maintenance of the internal control framework

■

Review of distributing bodies’ sIcs and letters of representation and comments made by internal audit in
respect of them

■

comments made by the external auditors in their management letter and other reports.

13. the following bodies also inform my view regarding the system for the Department as a whole, which also
includes the management of the fund:
■

the Audit and Risk committee meets four times a year and supports me in my responsibilities for risk
management, control and governance. the chairman sits on the Board, which takes decisions based on
the advice received. During the reporting year the committee comprised a non-executive chairman and
up to five other non-executive members. Others in attendance include the finance director, national
Audit Office and the head of internal audit.

■

the internal audit unit operates to government internal audit standards, and is provided by communities
and Local Government. the unit submits regular reports, which include the head of internal audit’s
independent opinion on the adequacy and effectiveness of the arrangements for risk management, control
and governance, together with recommendations for improvement.

14. Despite all the systems, processes and controls that I have put in place, and which should similarly have been
put in place by Accounting Officers appointed for the Department’s sponsored bodies, exceptions do occur from
time to time. I have emphasised the need to be promptly alerted to them, when that is deemed appropriate,
by the respective Accounting Officer and/or by DcMs staff. All such control issues are considered on their own
9
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merits for potential inclusion in this statement. When I conclude that they relate to events that occurred at the
sponsored body but which are not within DcMs’s direct control, nor likely to be identified when following normal
Departmental monitoring and oversight procedures, then I do not consider that they need to be included in
this statement – unless their significance is so great as to potentially affect the interpretation of these accounts.
Otherwise, I am made aware of their nature and whether they are being reported in the nDpBs’ accounts – and
will consider whether a general communication on the nature of such control issues is appropriate to inform the
department’s sponsored bodies, with a view to improving their overall controls and minimising the likelihood of
similar issues arising elsewhere.
15. I continue to attach importance to developing and embedding our risk management framework, to ensuring
that the assurance process is fully understood by the Department and the Board, to increasing awareness of the
importance of robust and internal controls that are monitored throughout the year – and so to increasing the
overall reliability that I can place upon the overall system of internal control.

signed:

Jonathan Stephens
permanent secretary and Accounting Officer,
Department for culture, Media and sport
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I certify that Ihave audited the financial statements of the Olympic Lottery Distribution Fund for the year ended
31 March 2011 under the horserace Betting and Olympic Lottery Act 2004. these comprise the statement of
comprehensive net Income, the statement of Financial position, the statement of cash Flows and the related
notes. these financial statements have been prepared under the accounting policies set out within them.

Respective responsibilities of the secretary of state, Accounting Officer and auditor
As explained more fully in the statement of Responsibilities of secretary of state, Accounting Officer and the
national Lottery commission, the secretary of state for culture, Olympics, Media and sport is responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. My responsibility
is to audit, certify and report on the financial statements in accordance with the horserace Betting and Olympic
Lottery Act 2004. I conducted my audit in accordance with International standards on Auditing (uK and Ireland).
those standards require me and my staff to comply with the Auditing practices Board’s ethical standards for
Auditors.

scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or error. this includes an assessment of: whether the accounting policies are appropriate to the Olympic
Lottery Distribution Fund’s circumstances and have been consistently applied and adequately disclosed; the
reasonableness of significant accounting estimates made by the Olympic Lottery Distribution Fund; and the
overall presentation of the financial statements.
In addition, I am required to obtain evidence sufficient to give reasonable assurance that the expenditure and
income reported in the financial statements have been applied to the purposes intended by parliament and the
financial transactions conform to the authorities which govern them.

Opinion on Regularity
In my opinion, 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.

Opinion on financial statements
In my opinion:
■

the financial statements give a true and fair view of the state of the Olympic Lottery Distribution Fund’s
affairs as at 31 March 2011 and of its increase / increase in funds available for the year then ended; and

■

the financial statements have been properly prepared in accordance with the horserace Betting and
Olympic Lottery Act 2004 and hM treasury’s directions issued thereunder.

Opinion on other matters
In my opinion:
■

the information given in the Management commentary for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which I report by exception
I have nothing to report in respect of the following matters which I report to you if, in my opinion:
■

adequate accounting records have not been kept; or

■

the financial statements are not in agreement with the accounting records or returns; or
11

Olympic Lottery Distribution Fund Account 2010-11

■

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

■

the statement on Internal control does not reflect compliance with hM treasury’s guidance.

Report
I have no observations to make on these financial statements.
Amyas C E Morse
comptroller and Auditor General
24 november 2011
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S
		

All transactions are in respect of continuing operations.
OLDF has no recognised gains or losses in year other than those that appear in the statement on comprehensive
net income.
the notes on pages 16 to 22 form an integral part of these accounts.
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–

T
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S
		

–

All investment income is re-invested by the commissioners for the Reduction of the national Debt.
the notes on pages 16 to 22 form an integral part of these accounts.
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1

statement of Accounting policies

Basis of Accounting
T
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2.

Income from Lottery Activities

–

-

U
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3

Investment income

		

T

4

Operational Costs: Department for culture, Media and sport

		

T
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5

Reconciliation of National Lottery Commission Operational Costs

DcMs recover the net costs of running the national Lottery commission (nLc) from the nLDF and the Olympic
Lottery Distribution Fund (OLDF). the net cost consists of the Grant in Aid paid to nLc less the licence fee income
received by nLc and surrendered to DcMs in appropriations-in-aid.
the licence fee income is the sum of payments made by the lottery operator, camelot, for each new section 6
licence granted for new lottery games.
		

T
		

6

Other expenses:

		

T
7 Receivables:
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8

Balance on Olympic Lottery Distribution Fund

P

9 Reconciliation of Increase in Amounts Held for Distributing Body as disclosed in Statement of
Comprehensive Net Income with Net Cash Inflow from Operating Activities.
		

It is the policy of the OLDF to hold a nil cash balance whenever possible and to transfer all funds to the cRnD for
investment on the day of receipt.
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10 Financial Instruments
IAs 32 Financial Instruments: presentation, IAs 39 Financial Instruments: Recognition and Measurement and
IFRs 7: Financial Instruments: Disclosure have been applied. IFRs 7 requires disclosures that allow users of the
accounts to evaluate the significance of financial instruments for the entity’s financial position and performance,
and the nature and extent of risks arising from financial instruments during the period.
Short term Receivables/Payables
As permitted by IFRs 7, receivables and payables which mature or become payable within 12 months of the
balance sheet date have been omitted from this note.
11 Related Party Transactions
the OLDF is maintained under the control and management of the secretary of state for DcMs. the DcMs is
considered to be a related party. During the year, a number of staff employed by the DcMs worked on OLDF
related activities and the fund used a number of the assets owned by DcMs. these costs were recharged to
the fund by DcMs and are reflected in note 4 of the accounts. DcMs is also the sponsoring department of the
Olympic Lottery Distributor and the Olympic Delivery Authority which is the principal recipient of funding from
the Olympic Lottery Distributor.
London 2012 Ltd was a related party since the former secretary of state was a member of the company. London
2012 Ltd (a company limited by guarantee) was created to organise the uK bid for the Olympic and paralympic
games in 2012. having achieved that objective it was dissolved on 27 April 2010.
the London Organising committee of the Olympic Games and paralympic Games Limited is a related party as
the secretary of state is a member of the company.
the Olympic park Legacy company Limited was incorporated on 8 May 2009 as a not for profit company limited
by guarantee. Its purpose is to plan, develop and maintain the Olympic park and those facilities it will own
after the London 2012 Games. the Government members at 31 March 2010 were the secretary of state for
communities and Local Government and the Minister for the Olympics.
During the year the OLDF received £292m from the nLDF. the nLDF is under the management and control of the
secretary of state for DcMs, as such it is regarded asa related party.
cRnD, which is ultimately part of hM treasury, is also considered a related party.
no Minister, Board member, key manager or other related parties has undertaken any material transactions with
the OLDF during the year.
For further details please see the DcMs annual report and accounts.
12 Events after the reporting period
these accounts were authorised for issue by the Accounting Officer of the Olympic Lottery Distribution Fund on
the date the audit opinion was signed.
Work is ongoing with respect to the proposed merger of the national Lottery commission and the Gambling
commission.
the Departments broad structure has changed in 2011-12. the executive Board will provide support to the
Accounting Officer.
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