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Dear Janet Davies AM

PUBLIC AUDIT (WALES) BILL

| am pleased to be able to tell you that the Queen's Speech to Parliament on 26 November
made provisjon for the Public Audit (Wales) Bill's inclusion in the U.K. Government’s legislative
programme for 2003-04. The Bill was introduced to Parliament in the House of Lords on 27
November and published on the 28th. | am now in a position therefore to convey to you the
U.K. Government's response to the recommendations of the Assembly Bill Scrutiny Committee
report published on 22 July, and endorsed by the National Assembly in plenary on 24
September.

The report gontained 12 recommendations, 7 of which represent suggested amendments. |
have dealt with each recommendation in order.

i The Bill should amend section 90 of the Government of Wales Act to provide that the
Auditor General for Wales should be appointed after consuitation with the Assembly.
The amendment should include the provision that the Assembly debates the
appomtment on a motion proposed by the First Minister and agreed with the Chair of the
Audit Committee.

An amendment has not been made. The Auditor General is appointed by Her Majesty
under section 90(3) of the Government of Wales Act. In practice the National Assembly
is consulted on the appointment of the Auditor General and it would be open to the
AsserInbly to debate the appointment of the Auditor General in plenary on a motion as
recommended, as part of that consultation process without an amendment to the
Government of Wales Act 1998. In view of the proposed extension of the Auditor
Genelral's functions under the Bill to include audit arrangements for Local Government it

woul?J also be appropriate for the Welsh Local Government Association to be party to

the consultation process.




ii. The p‘rovisions of clause 11 should be extended to enable the Auditor General to track

public

money passing from local government to end-users.

This recommendation has been accepted and the Bill has been amended to ensure
that comparable rights of access apply to both the central and local government sectors.
This has been done by bringing the provisions of clause 11 more in line with those of
section 6 of the Audit Commission Act 1998 (which are somewhat wider in scope), whilst
at the same time maintaining clearly, on the face of the Bill, the principle that the
Auditor General's access powers enable him or her to trace public money down the
chain {to the end user. The other rights of access provisions in the Bill have been
amended to ensure consistency.

iii. Clause 16 should be amended to require that the Code of Practice prepared or revised

under

This
ameny

clause 16(1) should be debated by the Assembly.

recommendation has been accepted and incorporated into the Bill with an
ment to clause 16 to provide for the ratification of any Wales only Code of Audit

Practice for Local Government by the National Assembly for Wales in the first instance.
The Bill also makes provision, following Assembly ratification, for the Code to be

|

submitted to the scrutiny of the United Kingdom Parliament by negative resolution
procedures. Under the existing provisions of the Audit Commission Act 1998, approval

of the

England and Wales Code of Audit Practice is by affirmative resolution in the U.K.

Parliament.

iv. Clause 50 should be deleted.

This recommendation has been rejected on the following grounds. Clause 50 makes provision
for restrictions on the disclosure of information held by the Auditor General or an appointed
auditor in respect of local government, except in specified circumstances. It is consistent with

the existing

rovisions of section 49 of the Audit Commission Act 1998. Both clause 50 and

section 49 include provision for criminal sanctions against a person who may disclose
information in contravention of the legislation. If clause 50 was to be deleted and the Public
Audit (Walei) Bill enacted, section 49 of the Audit Commission Act would remain in force in

respect of E

gland. As a consequence there would be potential for the disclosure of the same

information being treated inconsistently for the purposes. of the criminal law in Wales and
England. The U.K. Government is of the view that such a situation would be inappropriate

and that any
basis.

| propose g

future consideration of the disclosure issue should be on an England and Wales

press for further consideration of this issue on a cross-border basis outside the .

context of the Audit Bill.

V. Schead
both ¢

appro
More
within
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ule 3 para 3 should be strengthened to protect the pension rights of the staff of
rganisations.

The t’rinciple of the protection of pension rights is accepted but it is not considered

riate to deal with this on the face of the Bill. .

detailed information is required about the actual pension arrangements of st‘aff
the National Audit Office and the Audit Commission, as p_ar“c of the process which
ready started to prepare for the creation of the Wales Audit Office, before such an



Vi,

Vii.

viii.

amendment could safely be made. Those arrangements could cover a range of
possibilities, all of which might require different legislative provision. Moreover, it may be
necessary to make the kind of detailed provision, which is not suited to primary

legisTion.

Both the Audit Commission and the National Audit Office are working closely on this
issue.| Schedule 3 makes provision for the preparation of statutory transfer schemes that
will define the property, rights and liabilities that are to be subject to transfer. The
transfer schemes will deal with the terms and conditions of transferring staff and
paragEaph 3 to the Schedule provides that the terms and conditions of employment must
be no less favourable (taken as a whole) than the terms and conditions pertaining
immediately before the transfer. On the basis of this on-going work it would appear to be
more prudent to deal with pension issues in the transfer scheme than on the face of the
Bill. The statutory transfer schemes to be made by the Secretary of State will require the
consent of the Assembly.

Schedule 3 para 4 should be amended to give staff the option of remaining with their
current employer, without detriment to their current terms and conditions of service, after

the transfer date.

Detailed provisions in respect of terms and conditions of employment are also best
dealt with under the statutory transfer schemes. Such an amendment on the face of the
Bill could mean that employees who may be unwiliing to work for the single audit body,
or to take up an equivalent post in the parent organisation, could require the National
Audit |Office or Audit Commission to provide them with a Cardiff-based post when there

is no pperational justification.

K. Government remains of the view that a move to gender-neutral drafting would
have [to be taken for Westminster legislation as a whole. It is of the view that the
drafting of U.K. Government legislation does cover both genders, by virtue of the
Interpretation Act 1978.

Terlenology in the Bill should be gender-neutral.

Concluded that an Advisory Body could undermine the Auditor General's independence
and h‘is relationship with the Audit Committee of the Assembly.

This recommendation has been accepted. No statutory provision will be made for an
advisory body. | am giving consideration to a non-statutory advisory mechanism to
assist and advise the Auditor General.

The Bill need not be amended to require clearance of Draft Reports on Local
Government by relevant local government organisations.

This recommendation has been noted. The clearance of draft reports can be arranged
through protocol as in the case with central government. Auditors appointed fo audit
local lgovernment accounts in Wales would retain power in the Bill to prepare and
publish reports in the public interest.

The Committee recommends that the technical drafting points raised 'by the Audit
Commission be considered by the Government in the final drafting of the Bill.




Xi.
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Yours

This recommendation has been noted and agreed. The Audit Commission's views on
technical points have been considered and the majority of them have been accepted
and incorporated in the Bill where applicable.

Running costs of the new organisation should be monitored closely and steps taken to
ensure that there were not significant, consequential costs to local government.

This recommendation has been noted. This will be a matter for the Auditor General and
the National Assembly under existing funding arrangements. Consultation on and the
setting of audit fees for local government bodies will be a matter for the Auditor General
and lgcal government in Wales.

Senior management, in both the National Audit Office and Audit Commission, should
facilitate early and full consuitation with staff about the transfer arrangements and terms
and conditions of all employees.

This recommendation has been noted. It is the intention of both the National Audit
Office and the Audit Commission to involve staff in these discussions at the earliest
appropriate opportunity now the Bill has been introduced. These discussions will inform
the statutory transfer schemes to be prepared under Schedule 3 of the Bill.

| am ¢opying this letter to all members of the Scrutiny Committee and | am arranging for
a copy to be placed in the Library of the Assembly.
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