
Comprehensive list of KPMG outputs on LDL due diligence"

This list includes all draft reports which may not be relevant or appropriate for release'

It has been compiled by checking email records of Becky Hellard, Paul Jgnes and Helen Jarvis.

It should be noted that all material provided by KPMG was in confidence and its circulation and use are limited-

There were two distinct phases to KPMG's due diligence work:

r Fieldwork conducted between 11 June - 2 July 2014. KpMG',s "draft redfla{ report findings identified matters to be queried/resolved as part of discussions between

the part¡es (documents 1 & 2 ¡n the table below)

,.project route/, / ,,lssues update,, document, which highlighted and tracked pr-ogress on the issues identified during the due diligence process (documents 3 & 4)' This

document was then renamed ,,f¡nal reporf' on 9 october 2014, albeit it was still actually in draft at that stage and was subject to further refinement until the contents

were finalised by KPMG with redactions applied on 16 Octobe r 2t1r4 (documents 5-14)"

There are no other reports or outputs frorn KpMG. lt is important to recogn¡se that the "fuller reporf' referred to by KPMG is actually the "suite" of documents including

the ,.red flagl, due diligence analysis report and the previous iterations of the "Project ror¡ter" / "lssues update" document'
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Grouped due diligence issues into 9
categories and identified whether

resolved, partíally resolved or
unresolved.

"still in the draft version"

Working draft of final report which

has similar form and content to
previous lssues update documents.

Covering email explains that John

took the view that KPMG "would

not alter any of the old slídes as it
seryes as a full record", í.e. in

relation to the other two
documents resent unchanged.

KPMG ùöi¡fication oithe final

balance sheet positio¡ was taking
place at this time and the status of
issues was being updated

accordingly.

"updated documenf'

'"Thè chàriges have been

underlined up to page 6."

Uverpool Direct Limited
lssues update document

27 August 2014

Liverpool Direct Limited
lssues update document

08 october 201.4

Uverpool Direct Limíted

Final report 8 October
2014

Livëiþool Diiea t¡m¡tèd

Final report 10 Ostober
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Liverpool D¡rect L¡m¡ted

Fínal report 13 October

20t4

Prj router updated findings
250814 DRAFr.pdf

Prj rguter updated findings
081.014 DRAFT.PDF

-Prj router updated findings

¡bgror+ DRAFT.ppþ(

plus

Prj router updated findings

26AgL4 DRAFT-pptx

Updðted draft red flag report
I

on LDLO20714.pptK

FINAT updated

findings 091014.pptx
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findings 131014-pdf
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Uverpool D¡rect L¡m¡ted

Final report 13 October
20a4behalfof;f

Underlining removed.

' 
Final unredacted ve rsion-

lmpact of redastion is to remove

detail in the "lssue" column. The

issue headlines ênd status (all

resolved bar two immaterial) are

visible.

Final redactèd versíon.
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Enquiries to: Kevin Syrnm
Our Ref: FOI/416875 W I uivenp*l

Þ I 
o*u councill

Mr

3,

Email: 29 February 2016

o."r!
Freedom of lnformation Act Request 416875

Thank you for your recênt request received 23 October, Your request was actioned under
the Freedom of lnformatlon Act 2000 in which you requested the following -
I . A complete copy of the full KPMG-LDL report dated 10 October 2014

2. Any letters, emails or advìca communicated to the Mayor that led him to falsely claim
at the Council Meeting that under the Cauncil's contraat with KPMG the full report
had to remain confidentìal.

Copies of all ínvoices (íncluding the "final invaice") sent by KPMG to the Gouncilin
satisfytng this Contraet, in partieular section I Annex 2, which reads "lnvoices shall
be prepared by the Providen., and shall clearly detail.the expendlture to whioh they
relate,

Response:

Llverpool City Council holds informatlon relevant to your request and can confirm the
following:

The City Coúncil can confirm that there has been no report produced by KPMG in
relation to the proposed acquisition of Liverpool Direct Limited.

However, we can confirm that what KPMG assisted with was the establishment of an
issues update, which summarised progress on issues identified. These
communications were extremely fluid and were of varying sizes due to issues being
resolved at various stages, Each issues update is a stated position , at intervals , of
the current stage of negotiations , including issues whích have been resolved , those
which remain and suggested solutions to them ,

The draft documents received by the City Council on gth October included the "Draft
red flag" paper and the original "lssues update" document which was subsequently
produced and aided the resolution of the discussions for both parties in the
production of the final report which wo have already disclosed by way of the
Engagement letter.

As such there is no document identified by the City Council as the full due diligence
Report produced by KPMG in fulfilment of its engagement to provide "Financial and
tax due diligence in relation to the proposed acquisition of Liverpool Direct Limited"
although subsequent drafts of the "final report" contained some further changes as

lnformation Team Municipal Buildlngs Dale Street Liverpool L2 zDH
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KPMG finalised their review and repoft.

However, the information referred tû in this response does, we feel, lall under the
remit of your request and, as such; consideration must be given to its dlsclosure.

As has been confirmed the correspondence between the City Council and KPMG
was developed in order to identlfy solutlons to lnstances raised hy way ol the issues
update and contalns communicatlons which represent information which, ln the
opinlon of the Clty Çouncll, fall under lhe remit of what is termed as 'fre€ and frank
exchange ol vlews lor the purposes of dsliberâtion' ln 9ectlon 36(2[bxii) ot the
Freedom of lnformation Aet 2000. To clarify; Sectlon 36'of the Freedom of
lnformation Act 2000, and speclfically Sectlon g6(2xb) whlch statês thet lnformation
is exempt from disclosure if , in the reasonable oplnion of a qualifled person (in this
instanee LiverpoolOity Couneills City Solicitor), disclosure would breach or inhíbit
onê, br more of the following -
(i) the free and frank provision of advice, or
(¡i) the free ahd franlç exchangê of views fot'the purposês of deliberation

lnformation may be exempt under section 36(2XbXi) or (ii) íf its disclosure would, or
would be likely to, lnhibit the ability oJ Local Authorlty stafi and othèrs to express
themselves openly, honestly and completely, or to explore extreme options, when
providing advice or giving their views as part of,the process of deliberation.

The rationaie for this is that inhibiting the provision of advice or the exchange of
views: may impair the quality of decision making by.the Local Authority. lt is in
accordanÇe with the abovq tne Cit¡¿ Cotrnciifeels that ihe release of the lnformation
you have requested would be donè,so in breach of Section 36(2XbX¡) and (ii)

A requírement in regards to the applicatlon of Sectlon 36 of the Freedorn of
lnformation Act 2000 obllges that we clearly identify the likelihood of prejudice in
relalion to the disclosure of the ínformation requested, The City Council feels that the
diselosure of this information would inhibit the ability of the tity Council arrd its
officers to express themselves openly, honestly and completely, or to explore
extreme options, when províding advice or giving their views as part of the process
of deliberation,

The issues update is a set of emails which includes discussions which, if made
public, would have a direct impact upon the honest provisíon of advice on the part of
City Council officers if those ofÍicers felt what they considered to be honest advice
would be made public,

Decision-making, especially in regards to the critoria set out ln the terms of your
request, is an extremely lrnportant part of the function of the City Council and its
officers must feel free to discuss and explore, either internally or with external staff
and organisations, some difficult matters. Any loss or impact upon this freedom
would, in the opinion of the City Council, inhibit free and frank discussions in the
future, and that the loss of frankness and candour would damage the quality of
advice and deliberation and lead to poorer decision making.

The terminology used in these subsections ls not explicitly defined in the Act, but the
tollowing ìs taken from the lnformation Commissione/s Office guidance note

lnlormation Team Municipal Buildings Dale Street Liverpool L2zDH
Telephone 01 51 233 041 B Email inlormalionrequests(S liverpoot,gov.uk
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regarding the application of Section 36 of the Freedom of lnformation Act 2000:

a

a

'lnhibit'means to restrain, decrease or suppress the freedom with which
opinions or options are expressed.

Examples of 'advice' include recommendations made by more Junior staff to
more senior staff, professional advice tendered by professionally qualified
employees, advice received from external sources, or advice supplied to
external sources. However, an exchange of data or purely factUal lnformation
would not in itself constitute the provision ol advice or, for that matter, the
exchanQe of vlews.

The 'exchange of views' must be as part of a process of deliberation.a

I

o 'Deliberation' refers to the public authority's evaluation of competing
arguments

It is with this in mind that the City Council feels the application of Section 36(2xb)(ii)
appropriate in these cirqumstances as the informat¡on we hold represents an
exchange of views for the purposes of deliberation the dlsclosure of which would
impact upon the free and frank exchange of views

ln regards to th¡s element of your request,the City Council would like to address the
points raised in two seþarate parts. Firstly, it is your opinion that the Mayor made a
false statement. ln reality the meeting to which you refer was the Mayoral Select
Committee of the 29 October 2014 atwhich the Mayor stated that elernents of the
report contained infor.rrration which was, at the time, considered comrnerciãlly
sensitive see link and could not be fully disclosed to the public.

An extrad from the Minutes of this meeting is set out as follows -
"The Committee considered a decision of Cabinet at its meeting of 24 October in
respect of the future stafus and ownership of Liverpool Direct Ltd as follows -
(i) Cabinet confirm appraval to the transfer of awnership in accordance with the

financial and legal arrangemenfs sef out in the report submítted;

(¡¡) Cabinet note the seruice transltion and integration roadmap as sef out in table
2 of the report submitted;

(ifü Cabinet note that the Company will be wound up following cessatian of
trading, with all associated costs to be met from within LDL with a further
report to be submitted to Cabinet at that stage; and

(iv) this report be referred to a specialmeeting of the MayoralSelect Committee
to be held on 29 October 2014.

The Mayor introduced the reporl and referred to the questions and answers that had
been produced which had been circulated at the meeting and whìch are attached to
the minutes.

lnformation Team MunicipalBuildings Dale Street Liverpool L2zDH
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Councillor,Steve Radford raised a numþer of ¡ssues in relation to the rep.ort

produced by KPÍttlG and made reference to the llmitations in respect of the
'information 

availaþle and that it ls indicatedwithin lhe reportthat they accept no

responsibitÌty for findings wrthin the report, it also relers fo lhe lìmitations of the

reporting sysfern,

The,Mayor stated that this was standard process, tho Ðirq.ctgr ol Flnanae and
Hgsourcal confirmed fåis and sta ted that ln terms of the llmltatio¡ls af lîndtngs the

illt patragraph wtthtn the report explatqs that thls ts. stgydard wordlhg when referrthg

n äntrii¡ia party informdtfon. KþMG,dtd not un:dertake tha:audlt as thatw"as dane

by PrÍca Waternóuse Coapers (PWC). The engagatnant and'rele af.KPM6 was to

anaure tha balance sheet was coneêt and there was onough a€.eêfs and suffictent

worktng capitalavaítable or through negottatþg qldltlonalsash sumç. The aacounts

put toiethàr by BT were quite complícated. KPMA have þean su@ñhg LCÇ withln

the se negotlatlons and agreements,

Councíttor Steye Radford thanked the afficer lar her response and also asked

whether there would be any sewice reviews within LÐL taking place or any
imptlcations for LÐL emPloYees?

The Mayar stated thatTLJPE does not aqply, these are secondedstalf and'Ihey

eom6 back into the City aouncil. PW,C audÍted the aocoants and the accoants were

slgned aff tn Mareh Ztit¿. The Mayor tefened to-;the savlngs mada,as part oÍ ths

ränegatiated agreement and outttned tha benøfrts tothe Ctty: LÐL staff wlll þe dealt

wìth irt thê same way a8 LCC staf,f,

Çouncillor Rtchard KemP asked -
. Had the Gabinet seen the full reporFor just an overview?

r Hgw are the shareholder rights of the Council represented in the piqcess?

The Mayor stated fhaf the report had þeen considered hy îhe Cabinet and agreed'

Thera wâs commercially sensitive information which was notpresented wíthin the

paper wôr? in view of the conftdential nature of it,

The Cîty Soticitor stated thatLìverpoolC¡ty Couneilhas I Membars (the Mayor,.

,{ssrstant Çhief Exeeutive aN Mr Liam Foga$) on the board of LDL, the Çhief

Ekecutive is the lead ctlent and as lvlonÌtorlng Otftcer she had been involvød in the

negotiations that had taken place artd was satlsfiad that the Çlty Caunclt as stake

holder was protected.

Çouncítlor Richard Kemp referred to due dítìgence and the level oÍ assutance

standards and referred to the signíficant limitations in the infOrmation,

The Mayor rcferred ta the KPMG report and the fact there was an agreed batance

sheet end the steps ffial had been taken which had been supported by DU Piper'

The Director of Fínance and Resources referred to the explanatÌon given previously

in relation lo standard wording. ln terms of the informatÌon on lìmítations there had to

be adiustment to the melhodology to açhieve the ortginal obiectrves and this had

been agreed.
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Councitlor Steve Radford referred to the commercialsensitivity of the information not
being presented and whether this related to employees.

The Mayor stated that all employees are LCA staff seconded to LDL and they will
return to LCC.

The Chief Exeautive stated that the reference to due diligence was in respect ot
financial and commercialconsiderations and had no relationship to staff.

Councillor Janet Kent reterred ta the third pa¡'ty contracts and when they are due to
expire and the fact that a lot of skills will now be comlng back into the Council

The Chief ExecutiVe outlined the benefíts of the third party contracts which LDL had
brought in and some of the slde issues which have been negallated with BT such as
a nelv tíne of business belng brought tnto the City and BT operatíng a new bulidtng in
the Cit¡r. The SIA will be transferred for BT to run themselves for the remainder al
that contract.

Councitlor Hichard Kemp stated thatthe press accaunt by the Mayor had mentioned
an emptoyee and if votuntary redundancy is to be looked at how is the Council going
to establish a base line for making any decisions.

The City Solicitor reminded allpresent of their legalobligations and the councils
obligations in relation to its duty of care to all its employees. Generalcomments in
relatiqn to valuntary redundancy pollcies or schemes the councílcurrently has in
respeat of redundancy would be acceptable but the Committe.e should nof discuss
individual employees.

The Mayor stated that all staff would be treated in a consistent and fair way and
would be dealt with in accordanoe with the agreed procedures and processes of the
City Council.

Councíllor Tom Crone asked whether some of the money saved from the
renegotiatíon could be used to save the libraries.

The Mayor stated that the member needed to understand how the budget operates.

Councillor Martin Cummins stated that there would be a considerable amount of
expertise coming back into the Counciland any oppot'tunities should be explored
and not missed in terms of generating contracts.

The Mayor stated that has not been ruled out and referred to the posílive
relationship between BT and the city as it was a globalcompany and also reterred to
the excellent work of the teams within LÐL such as the Benefits Maximisation Team,

the fact Care Line had been held up as an exemplar and that the quality of seruices
had improved as well as rnajor improvements in the communication with residents
and counciltax payers.

Motion by the Chair - That the decision of the Cabinet be supported.

Amendment by Councillor Richard Kemp, seconded by Councillor Steve Radford -
That KPMG be invited to a meeting of this Committee fo drscuss all issues raised

lnformalion Team Municipal Dale Street Liverpool LZ zDH
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within their report.

A vote was taken when there appeared -
For the Amendment - 5
Against it - 6

The Amendmentwas lost.

The Original Motion was agreed, 1A Members voting in favour and 1 againstwith I
abstention.

3. We attâch for your referencq copies of the only invoices received by the City Council
from KPMG in relation to thls matter.

ln accordance with the application of Section 36 otthe Freedom of lnfor:mation Act 2000 we
have not provided all of the information requested, As such we are required to serve you
with the following Section 17 Notice.

The City Council will consider appeals, referrals or complaints ln respect of your respons6
and these must be submitted these in writing to lnfsrrrratlonreouestg@llvcrpsol,nov.ûk
within 28 days of receiving your response.

The matter will be dealt with by an officer who was not previously involved with the
respOnse and we will look to provide a response wfthh 28 working days,

lf ¡lou remain dissatisfied you may also aþp[ to the tnformation Commissioner for a
decision about whether the request for information has been dealt with in âêcordance with
the Freedorn of lnformatiOn Act 2000.

The lnformation Commissloner's website is wuryv.ico.qov,uk and the postal address and
telephone numbers are:-

I nformation Commissione r's Off íce, Wycl iffe House
Water Lane, Wilmslow
Cheshire SKg sAF Fax number 01625 524 510 Telephone 01625 545245
Email - mall@ico.gsi.gov.uk (they advise that their email is not secure)

I trust this information satisfies your enquiry

Yours sincerely

ùry-- L

Mr Kevin Symm
Senior lnformation Officer
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