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Public Accounts Committee: Scrutiny of Accounts 2013/14

Thank you for your mw’rahon to respond to the Committee’s report on the Scrutiny of Accounts

2013/14.

We welcomed the opportunity to meet with the Committee. The Committee was, of course, robust
and forensic in its scrutiny. But it was also insightful. Committee members’ questioning brought
a fresh perspective to topics which to us seem straightforward and familiar. It was a timely
reminder that we should make no such assumptions.

One of the objectives highlighted in your Foreword to the Committee’s report is to “make
reporting more transparent”. This is also reflected in recommendation 9. We accept the
challenge and will re-double our efforts in this regard.

The other eight recommendations in your report are focused on the activities of our peers. However,
| wanted to reflect on the points raised in relation to value for money for taxpayers.

It's absolutely right that public bodies should be able to provide clear and persuasive evidence of
the value that they provide — as a taxpayer funded organisation we’re very aware that we operate,
ultimately, with the public’s consent. We're therefore fully committed to ensuring that our
activities are engaging, relevant and effectively managed.
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We spend a lot of time considering the value for money of our activities. Within the arts this rdises
some particular issues. We can readily provide myriad data and statistics on everything from the
extent and the reach of our activities, to the financial leverage achieved through our investment,
to benchmark comparisons with other similar activities. But measuring the impact (or the quality)
of that activity is more challenging and contested.

For us, encouraging as many people as possible to enjoy and take part in the arts is fundamental
to our work. But in persuading people to engage with the arts, it's essential that what they
experience is well-crafted and of quality. Poor quality work is easily identified and self-evidently
represents poor value for money. But the experience of attending or participating in a good
quality event leaves. people inspired, excited and invigorated.

However, how precisely might one ‘measure’ the value of this? This is especially the case with
some of the activity we nurture and support, particularly where some of the benefits may well be
seen elsewhere in the public sector. Examples would include our arts in health projects and
funded work that has helped keep “at risk” young people out of the judicial system. The
opportunity cost saving of initiatives such as these has a real value, but it is difficult to predict and
define. But what we do know is that is that when budget cuts force reductions in this sort of
activity, there’s a very real risk that the result will be seen in added pressures on the public purse
as a whole.

Whilst the value of such things is difficult to quantify, we're fully committed to finding convincing ways o
explaining the outcomes as well as the outputs of our work. Our time with the Comimittee reminded us
that we must have compelling arguments at our disposal, especially when budgets are reducing and
comparative judgements have to be made about the allocation of scarce public funds.

One of the key chapters in the Committees report (chapter 4) examines the Commissioners’
relationship with the Welsh Government. This is very specific and particular in type. However,
there are some similarities in the relationship between the Arts Council and the Welsh

Government.

Constitutionally we’re a complex organisation — a Royal Charter body, a registered charity, o
Lottery distributor and a WGSB. As with all of the UK’s Arts Councils, we operate under the
protocol of the “arm’s length principle”. This is designed to ensure that if necessary our
charitable responsibility to speak up on behalf of the arts is unimpeded.




In practice, this is an arrangement that appears to work well. Our status as an independent body
needs fo respect the Welsh Government’s proper need to express a clear view of how it expects to
see public money invested. What Council can contribute is the authenticity, knowledge and
experience that an arm’s length body can offer.

Chapter 4 of the report refers to the challenges of longer-term financial planning. These, again,
would apply with equal relevance to the Arts Council.

The Arts Council provides revenue funding to 69 organisations, many of whom plan their
programmes and contract artists some years in advance. Annual funding introduces an unhelpful
note of uncertainty, as, of course, does the prospect of in-year cuts to funding. Our sponsor
department at Welsh Government is understanding of the issues. Any mechanism that would
allow us to be able to plan over a three-year period would be enormously helpful and widely
applauded across the arts sector.

My final observation refers to the format of our Accounts and Annual Report.

We entirely accept the Committee’s encouragement to make our accounts more accessible to the
public. Whilst the format of these is largely prescribed given our charitable status, we’re making
a number of changes that we hope will go some way towards achieving that goal.

Niuk QV»V() .
Nick Capaldi
Chief Executive
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RED: There is currently insufficient assurance and immediate action is needed to address this.

AMBER: There are weaknesses in assurances which must be addressed.

GREEN: There is sufficient or strong assurance.



David Melding AM

Deputy Presiding Officer
National Assembly for Wales
Cardiff Bay

CF99 1NA

Public Accounts Committee Report on the Scrutiny of Accounts 2013-14
19 May 2015
Dear David,

Thank you for your letter of 7 May in which you advise how the Assembly
Commission is taking forward the recommendations made by the Committee in its
report.

The Committee was encouraged to note that the Commission has taken the
recommendations on board and that the 2014-15 accounts will reflect this.
However, regarding recommendation 7, | would be grateful if you can provide
evidence as to how a target of a one per cent underspend or less against the
operational budget helps to secure value for money for taxpayers.

While the policy of having such a target would not be for the Public Accounts
Committee to consider, we are of the opinion that such a target may undermine
the incentive to minimise spending by the Commission.

| would like to reassure you that the Public Accounts Committee would not take
issue with the Commission, or any organisation, achieving an underspend if it had
been able to deliver its service effectively, properly and efficiently.

Yours sincerely,

Darren Millar AM
Chair



cc Dame Rosemary Butler AM, Assembly Commission Chair
Peter Black AM, Assembly Commissioner

Sandy Mewies AM, Assembly Commissioner

Rhodri Glyn Thomas AM, Assembly Commissioner
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PUBLIC ACCOUNTS COMMITTEE REPORT ON THE SCRUTINY OF ACCOUNTS
201314

RESPONSE TO THE REPORT

Please find enclosed a copy of the response to the above report which will be laid
before the Table Office.

| would like to thank you and the Committee for the careful and considered way in which
you undertook the investigation and produced the report.

aqnr,
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Response to the Report of the National Assembly for Wales Public Accounts
Committee Report on the Scrutiny of Accounts 2013-14

| welcome the findings of the report and offer the following response to the three
recommendations contained within it that relate to the Welsh Government Accounts
for 2013-14.

Recommendation 4. If the current funding relationship continues, the Welsh
Government should communicate its decision at an early stage on the funding
available to the Commissioners. These budgets should then be protected from later
in year departmental reductions. (Page 31)

The spirit of the recommendation is accepted. As its financial powers develop the
Welsh Government is in the process of reviewing budget processes and timetable to
provide an appropriate budget process for Wales. The PAC will be aware of the
ongoing work with the Finance Committee in this area and that Committee’s Inquiry
into Best Practice Budget Processes. The Welsh Government has always respected
Commissioners’ need for operational independence and would therefore seek to
provide as much certainty as possible for them. Responsible Ministers have the
flexibility to agree budgets for any bodies which they fund, however whilst it is not the
wish to reduce any budget after it has been allocated, it is not possible to provide
absolute guarantees. While the situation will be avoided where possible, there may
be instances where the pressures and uncertainties within the overall Budget
necessitate this action.

Recommendation 7. The National Assembly for Wales’s Commission and Welsh
Government should set out in their budgets and accounts their approach to financial
management — in particular their target for underspends. (Page 42)

The recommendation is accepted. The general approach to the Welsh
Government’s financial position in any year is clearly set out in its budgetary
documentation. These contain details of the allocations and budgetary cover the
Welsh Government holds in reserve to help manage the financial position.
Supplementary Budgets build on this providing details of the levels of underspend
managed within, as part of the UK Government’s Budget Exchange System, and
reserves held at the year end. Finally, a separate report on outturn, which the Welsh
Government provides the Finance Committee, describes performance against the
both budgets agreed by the National Assembly and against UK Government
controls. The report for 2013-14 detailed underspends of 0.1% against Fiscal
Resource and 0.7% Capital budgets as approved in the Second Supplementary
Budget for that year. The Welsh Government annual accounts comply in full with the
Financial Reporting Manual (FReM) which prescribes the information to be published
by all central government bodies within the UK.



Recommendation 9. The Committee encourages organisations funded by public
money to consider how they present information to ensure that it is readily
understandable for the public, and that shows the organisation’s priorities and the
level of resource committed to those priorities. (Page 47)

The recommendation is accepted. The annual accounts for central Government
Departments including the Welsh Government are prepared using the UK Financial
Reporting Manual (FReM). The ‘simplifying and improving project’ has been
considering the contents of the FReM with the sole purpose of ensuring that the
format and content of the accounts are made more understandable for the reader.
The Welsh Government supported by the Wales Audit Office has fully engaged with
this work and, in line with other central Government Departments, will introduce the
recommended changes at the end of 2015-16. The Welsh Government is also
leading a pilot project alongside other public sector bodies in Wales, including the
Wales Audit Office, aimed at exploring how financial and non-financial information is
presented together in a more coherent and accessible way. This project (Integrated
Reporting or IR) is part of a wider piece of work being undertaken across
organisations within the UK and is being supported by the accountancy body
CIPFA. An integrated report should be able to deliver a concise communication
about how an organisation’s strategy, governance, performance and prospects, in
the context of its external environment, lead to the creation of value in the short,
medium and long term. The potential changes in the way public bodies present
performance information are substantial and, therefore, the pilot is not due to
complete until 2017-18.
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Darren Millar AC

Chair

Public Accounts Committee
National Assembly for Wales
Cardiff
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23/03/2015

Dear Darren

Scrutiny of accounts for 2013-14

Thank you for your letter dated 20/03/2015, along with your invitation to respond
to the recommendations in the report that relate to the Welsh Language
Commissioner. The report was received under embargo, the day before its
publication, on 06/03/2015.

First, | would like to draw your attention to a factual error in paragraph 10 on page
9 of the report, which states that the Welsh Language Commissioner has a budget
of £4.3 million. The first paragraph of the accounts—the financial, social and
environmental summary for 2013-14—reveals that the funding allocated by Welsh
Ministers for the 2013-14 financial year was £4.1 million. Expenditure for this year
stands at £4.3 million, as is noted in the Statement of Comprehensive Net
Expenditure.

To avoid similar errors in the future, would it be possible to distribute a draft
version of the report that can be checked and corrected in respect of any factual
issues before publication?

In terms of responding to the recommendations in the report, four of these are
relevant to the Welsh Language Commissioner.

Recommendation 3: working efficiently and collaboration

The Commissioners hold regular meetings to discuss relevant issues. In addition,
my officials also attend quarterly meetings of the WGSB Directors of Finance and



Resources group, and meetings of the Finance, Resources and Information
Technology sub-groups. These forums are useful for sharing information and good
practice, and for collaboration. In addition to formal meetings, officials use the
contacts forged in these networks to facilitate collaboration and to share
information and ideas.

Recommendation 5: delegated responsibilities

In accordance with sections 12 and 13 of the Welsh Language (Wales) Measure
2011, a deputy Commissioner has been appointed. The deputy Commissioner
carries out the functions of the Commissioner during periods of leave or sickness,
or during other periods requested by the Commissioner, as set out in the
governance statement of the 2013-14 Annual Report. The Annual Report also notes
that the Management Team, “chaired by the Commissioner, and comprising all
directors, exercises management of the Commissioner’s functions and activities.
The Management Team is responsible for leading, agreeing and delivering the
Commissioner’s strategic vision, policies and services to the public and other
stakeholders. The Management Team’s terms of reference is published on the
Commissioner’s website.”

Recommendation 8: level and use of reserves

A statement regarding the level of reserves, the use of reserves and how this
conclusion was reached was included in the 2013-14 Annual Report and in the
Estimate for 2015-16. | have already accepted and implemented this
recommendation, and this system will remain in place.

Recommendation 9: presenting information that is readily understandable

I am aware of the report by the Chief Secretary to the Treasury, "Simplifying and
streamlining statutory annual report and accounts”, which was published in July
2014, to be adopted for the annual reports and accounts for 2015-16. As is stated
in the report's executive summary, the aim is to better meet the needs of users by
integrating the three reporting element: performance, accountability and financial
statements. My officials have been considering the implications of the report. The
have held meetings with the Wales Audit Office team and shared ideas with with



other Commissioners, and they have formed conclusions regarding how the Annual
Report will be amended in response to the requirements of the report. The aim is to
adopt the recommendations for the 2014-15 financial year, which is a year early,

and to develop things further for 2015-16.

Yours sincerely,

Meri Huws

Welsh Language Commissioner
Copy:

Michael Kay

Clerk



Darren Millar AM

Chair Public Accounts Committee
National Assembly for Wales
Cardiff Bay

28 April 2015

Dear Chair

We are writing in response to the report of the National Assembly’s Public
Accounts Committee, published in March 2015.

We welcome the report and will be making reference to it within the
Governance Statements that appear as part of our individual Annual
Accounts for 2014-15, highlighting that we will take on board the relevant
recommendations and that joint action is already in hand to work further
towards meeting them during 2015-16.

We have already identified the following potential areas of potential
collaboration for 2015-16:

» Review and update the existing Memorandum(s) of Understanding
between the organisations and put in place one joint agreement.

» Accounting Officers will continue to meet regularly to share planned
work programmes, identify opportunities for joint working and
sharing of knowledge, skills and experience.

« To consolidate our staff learning and development programmes to
achieve better value for money in securing externally delivered
training and in sharing knowledge, skills and experience across the
organisations for internally delivered training.

« To work together on the required review of our existing Strategic
Equality plans as we all work towards revision and the requirement
to have new plans ready for publication by April 2016.

» To explore the potential for the procurement of a common internal
audit service provider to maximise potential for benchmarking
across similar type organisations within Wales.



As the report acknowledged there is little to be saved financially from
sharing ‘back office’ functions. Our finance, ICT and HR staff who enable
the delivery of our objectives, do already work collaboratively, when
appropriate, through a shared network with Welsh Government
Sponsored Bodies and will continue to do so alongside Wales Audit
Office, National Procurement Service and others. We will however look to
identify opportunities to work towards any pooled arrangement for sharing
knowledge, skills and experience, and there may be other smaller public
bodies who would be interested in joining with us.

Independence is a defining feature of any rights based organisation and is
viewed by others as a source of legitimacy and authority. It is therefore
welcomed that the Committee noted the strong governance argument in
favour of a more consistent approach to funding Commissioners that in
our view could only strengthen existing accountability arrangements.

We are aware that Meri Huws has already provided you with a written
response to the report but the Welsh Language Commissioner will be
working with us on the joint action noted above. We trust that this initial
response meets with your expectations and we will provide you with an
update on progress during 2015-16.

Yours sincerely

_Saral Qow/

Older People’s Commissioner for Wales

Ay

Public Services Ombudsman for Wales

Children’s Commissioner for Wales

cc Welsh Language Commissioner for Wales
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