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PARLIAMENTARY CONTROL OF EXPENDITURE (REFORM) BILL 


Memorandum by the C h a n c e l l o r of the Exchequer 

''Mr Norman St John-Stevas's P r i v a t e Member's B i l l i s down f o r Second Reading 
on 28 January. I t i s intended t o implement the recommendations of the 
P u b l i c Accounts Committee (PAC) i n t h e i r F i r s t S p e c i a l Report of 1980 81 
(Other Committees had p r e v i o u s l y made s i m i l a r recommendations. The mam 
p r i n c i p l e s of the B i l  l are t h a t the appointment of the Comptroller and 
Au d i t o r General (C&AG) and h i s s t a f f should not be i n the Government s 
hands, and t h a t the range of the a u d i t should be "wherever p u b l i c J ° ^ y 
goes" - i n p a r t i c u l a r to i n c l u d e the n a t i o n a l i s e d i n d u s t r i e s and many p u b l i c 
companies. 

2. In the Government's Reply (Cmnd 8323) to the Report we accepted the 

need f o r new l e g i s l a t i o n to update the s t a t u t o r y d e s c r i p t i o n of the C&AG 

f u n c t i o n s ; but were not convinced of the immediate need f o r the r a d i c a l 

changes proposed by the PAC. F o l l o w i n g an adjournment debate on 

30 November 1981 an E a r l y Day Motion c o l l e c t e d n e a r l y 300 s i g n a t u r e s i n 

favour of the PAC's recommendations. We have s i n c e been d i s c u s s i n g minor 

concessions ( w i t h i n e x i s t i n g l e g i s l a t i o n ) w i t h Messrs Barnett and du Cann 

and others f o l l o w i n g d i s c u s s i o n i n E Committee on 9 February l y a z . 


3. The i n i t i a t i v e i s , however now w i t h Mr St John-Stevas. Although he 

has asked f o r c o - o p e r a t i o n i n d r a f t i n g the l e g i s l a t i o n . , he i s determined 

to proceed, w i t h the support of the movers of the E a r l y Day Motion. He 

i s c o n f i d e n t t h a t h i s B i l l w i l l command v e r y wide support; and the 

Lord P r e s i d e n t b e l i e v e s t h a t t h i s confidence i s not misplaced Our White 

Paper arguments were and are sound, but we cannot now expect that a 

m a j o r i t y i n P a r l i a m e nt w i l l accept them as o v e r r i d i n g t h e _ c o n s t i t u t i o n a l 

argument about a c c o u n t a b i l i t y which dominates t h e i r t h i n k i n g . _ I b e l i e v e , 

t h e r e f o r e , t h a t we should now c o n c e n t r a t e on seeking to n e g o t i a t e w i t n 

Mr St John-Stevas and h i s a s s o c i a t e s a s p e c i f i c a t i o n f o r the B i l  l which 

w i l l be s e n s i b l e and workable, and minimise the adverse consequences ot 

moving too f a r i n the d i r e c t i o n urged by some of the e x t r e m i s t s , and i t 

we can n e g o t i a t e a s p e c i f i c a t i o n , we should o f f e r the s e r v i c e s of 

Parliamentary Counsel to h e l p w i t h the d r a f t i n g , working to agreed 

i n s t r u c t i o n s . T h i s w i l l g i v e us a much b e t t e r chance of i n f l u e n c i n g the 

B
 i H , and ending up w i t h a t o l e r a b l e p i e c e of l e g i s l a t i o n , than would be 

i i k e l y i fW e i t f o r the B i l l to be presented i n the form c u r r e n t l y 
w a
 

Proposed by Mr St John-Stevas, and then attempt piecemeal amendments 

against the mood of the House. 
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INDEPENDENCE OF THE C&AG AND HIS STAFF 


4. The C&AG i s at present an o f f i c e h o l d e r under the Crown, appointed 
on the advice of the Prime M i n i s t e r who c o n s u l t s the Chairman of the PAC. 
His s t a f f are c i v i l s e rvants of the Exchequer and A u d i t Department. 
Changing the manner of h i s appointment could i n v o l v e c o n s t i t u t i o n a l 
c o n s i d e r a t i o n s , though the adoption of a procedure whereby the recommendation 
to the Crown came from a Commission, c o n s i s t i n g of the Prime M i n i s t e r and 
the Speaker, would not i n i t s e l f be damaging. What i s important i s that 
we should not concede t h a t the C&AG and h i s s t a f f should become employees 
of the House. They would then become l i a b l e to d i r e c t i o n s from the House 
which could i n c l u d e any of i t s Committees. That would r a i s e s e r i o u s 
Problems about t h e i r access to the Government's f i l e s . 

5
- I b e l i e v e we must seek to ensure the independence of the C&AG and h i s 

s t a f f both from the Government and from Parliament (other than by Act of 

Parlia m e n t ) . The n a t i o n a l a u d i t should be conducted as a p r o f e s s i o n a l 

operation w i t h proper a u d i t o b j e c t i v e s ; i t should not be made to r e a c t to 

P a r t i c u l a r and t r a n s i e n t i n t e r e s t s of Members or P a r l i a m e n t a r y Committees 

or the Pr e s s . The C&AG could not, of course, ignore r e p r e s e n t a t i o n s made 

to him - from Government as w e l l as others - but the d e c i s i o n on what he 

and h i s s t a f f should do should be h i s and h i s alone. 


6
« On that b a s i s i  t should be acceptable that he should r e t a i n h i s present 

Powers of access to papers which have, by consent over many y e a r s , allowed 

°ot only f o r s t a t u t o r y c e r t i f i c a t i o n a u d i t but a l s o f o r value-for-money and 

e f f e c t i v e n e s s s t u d i e s . C&AG i n v e s t i g a t i o n s , and PAC examinations, have 

always s c r u p u l o u s l y avoided p o l i c y i s s u e s : they have been audit-based, l e 

concerned w i t h p a s t , not f u t u r e , expenditure. This must remain the case; 

for on any other b a s i s we cou l d e a s i l y f i n d o u r s e l v e s o b l i g e d to impose, 

and defend, r e s t r i c t i o n s on access f o r p a r t i c u l a r i n v e s t i g a t i o n s . 


7
- I a t t a c h at Annex A an o u t l i n e of new arrangements f o r the Appointment 

a n d Status of the C&AG which would I b e l i e v e be s a t i s f a c t o r y f o r 

G°vernment: i t remains to be seen whether they would s a t i s f y the House. 

S cOPE OF THE AUDIT 


8
- Annex B deals f u l l y w i t h the p o s i t i o n of the n a t i o n a l i s e d i n d u s t r i e s . 

T h e
 arguments a g a i n s t i n v o l v i n g the C&AG there and i n such companies as 

B L> R o l l s Royce, e t c are sound, but my judgement i s t h a t they w i l l not 

carry the day, a g a i n s t the appeal of the s i m p l i s t i c PAC formula of 

f o l l o w i n g p u b l i c money wherever i  t goes". I , t h e r e f o r e , t h i n k we must 


n°w concentrate on how f a r , r a t h e r than whether, t h i s should be accepted. 


As regards the n a t i o n a l i s e d i n d u s t r i e s , I suggest the f o l l o w i n g : 


a. Access to the books of n a t i o n a l i s e d i n d u s t r i e s should be 

through a separate branch of the proposed N a t i o n a l A u d i t O f f i c e , 

to c o n s i s t of s t a f f w i t h adequate q u a l i f i c a t i o n s and experience 

to understand the commercial s c e n a r i o i n which they operate. 

The Monopolies and Mergers Commission should be withdrawn except 

f o r monopoly i n q u i r i e s as f o r the p r i v a t e s e c t o r . 
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b. Studies i n the n a t i o n a l i s e d i n d u s t r i e s should f o l l o w a 

systematic programme determined by the C&AG i n c o n s u l t a t i o n 

w i t h the Government and the i n d u s t r i e s . 


10. The B r i t i s h Technology Group (BTG) i s a l r e a d y i n an anomalous p o s i t i o n ­
the Exchequer and A u d i t Department (E&AD) a u d i t s the N a t i o n a l Research 

Development C o u n c i l side of i t s a c t i v i t i e s - and I suggest we should concede 

access to a l l i t s books (but not the books of companies i n which i t has an 

i n t e r e s t ) . 


11. For p r i v a t e s e c t o r companies, I should p r e f e r to confine access to 

those where the Government has a c o n t r o l l i n g i n t e r e s t (BL, R o l l s Royce and 

P o s s i b l y Cable and W i r e l e s s ) . There w i l l be pressure to extend t h i s to 

other companies where the Government holds shares, e i t h e r d i r e c t l y 

( B r i t i s h Aerospace, B r i t o i l , BP) or through BTG - but these are commercial 

concerns and we should r e s i s t E&AD c r a w l i n g over t h e i r business i f p o s s i b l e . 

There w i l l a l s o be pressure to " f o l l o w p u b l i c money" i n t o other companies 

which r e c e i v e s u b s t a n t i a l a s s i s t a n c e i n g r a n t s , loans or guarantees, eg the 

£200 m i l l i o n guarantee to ICL. Again we should r e s i s t t h i s i m p o s s i b l e ­
but at worst I should want to t r y to f i n d some way of d i s t i n g u i s h i n g these 

cases of s u b s t a n t i a l s e l e c t i v e a s s i s t a n c e from the o r d i n a r y run of s m a l l ­
scale or automatic grants (Regional Development Grants, a g r i c u l t u r e , and so 

°n). This n e g o t i a t i n g p o s i t i o n i s summarised i n Annex C, and the f a l l - b a c k 

P o s i t i o n i s set out at Annex D. 


OTHER MATTERS 

1 2 • Other i s s u e s on which I b e l i e v e we should seek to agree w i t h 

M r
 St John-Stevas and h i s backers are a l s o l i s t e d i n Annex C. 


CONCLUSION 

1 3 
  - A l o t of t h i s i s very d i s a g r e e a b l e ; and i t w i l l , i n p a r t i c u l a r , be 

d i f f i c u l t to ensure that the change i n r e s p e c t of the n a t i o n a l i s e d 

i n d u s t r i e s i s conducive to more e f f i c i e n t management. But I am convinced 

that i f  do not go as f a r as i s proposed i n Annexes A and C we s h a l l be 
w e

i n
 a poor t a c t i c a l p o s i t i o n , and we may w e l l need to move to the p o s i t i o n 
described i n Annex D. We need to i n f l u e n c e the i n i t i a l d r a f t i n g of the 
B i H . I f i t were to be t a b l e d i n a form which r e f l e c t s only the PAC's 
Proposals, we would, i n moving amendments i n Committee, appear to be 
t r y i n g to avoid f u l l a c c o u n t a b i l i t y to P a r l i a m e n t . 

I , t h e r e f o r e , seek: 


1. approval to n e g o t i a t e w i t h the backers of the B i l  l on the 

l i n e s of Annexes A and C; 


2. d i s c r e t i o n to move, i f necessary, to the p o s i t i o n described 

at Annex D; and 


3. agreement t h a t , i f a d e a l can be s t r u c k , d r a f t i n g a s s i s t a n c e 

t o , and support f o r , the B i l  l may be o f f e r e d . 


GH 


Treasury Chambers 


^ December 1982 
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ANNEX	 # 

A P O S S I B L E S E T T L E M E N T 

T 

^ A  ̂ D Q i n t m e n t a n d S t a t u s o f C & A G a n d h i s S t a f f 

A p p o i n t m e n t b y t h e C r o w n ( o n r e c o m m e n d a t i o n o f a C o m m i s s i o n 

c o n s i s t i n g o f t h e P r i m e M i n i s t e r a n d t h e S p e a k e r ) . 

R e t i r e m e n t a t 60 ( o r ?65 ) . 

00 	 A n i n d e p e n d e n t o f f i c e h o l d e r u n d e r " the C r o w n i . e . 

n o t s u b j e c t t o d i r e c t i o n e i t h e r b y G o v e r n m e n t o r b y 

P a r l i a m e n t ( e x c e p t b y A c t o f P a r l i a m e n t ) . P a i d d i r e c t 

f r o m C o n s o l i d a t e d F u n d , a s a t p r e s e n t . 

( c ) T a s k	 i s t o c o n d u c t : 

( i )	 c e r t i f i c a t i o n a u d i t ( p r o p r i e t y o f e x p e n d i t u r e ) 

( i i )	 V F M a u d i t ( w h e t h e r , a c c e p t i n g o b j e c t i v e s , e x p e n d i t u r e 

/ c o l l e c t i o n o f r e c e i p t s i s e f f i c i e n t ) 

( i i i  )	 E f f e c t i v e n e s s a u d i t ( w h e t h e r e x p e n d i t u r e , a l t h o u g h 

s o u n d u n d e r ( i ) a n d ( i i )  , h a s c o n t r i b u t e d e f f e c t i v e ­

l y t o p o l i c y a i m s ) 

a n d r e p o r t o n t h e m t o H o u s e o f C o m m o n s . 

T a s k	 i s NOT 

( i v ) 

t o e x a m i n e p o l i c i e s o f G o v e r n m e n t ( i n c l u d i n g f u t u r e 

( d ) 	 e x p e n d i t u r e p r o p o s a l s e . g . E s t i m a t e s ) . 

S a l a r y a n d c o n d i t i o n s o f s e r v i c e t o b e l i n k e d w i t h t h o s e 

o f t h e C l e r k o f t h e H o u s e , u n l e s s o t h e r w i s e d e t e r m i n e d b y 

t h e H o u s e o n r e s o l u t i o n p r o p o s e d b y t h e S p e a k e r . 
C e ) 

S t a f f o f N a t i o n a l A u d i t O f f i c e t o b e e m p l o y e d b y C & A G 

o n t e r m s a n d c o n d i t i o n s he t h i n k s f i t  , h a v i n g r e g a r d t o 

t h e t e r m s a n d c o n d i t i o n s o f c i v i  l s e r v a n t s a n d s e r v a n t s o f 

t h e H o u s e . T h e y w i l  l c e a s e t o b e c i v i  l s e r v a n t s . 
( f ) 

b u d g e t	 o f NAO t o b e c o n t r o l l e d b y H o u s e o f Commons 

C o m m i s s i o n ( o r a P u b l i c A c c o u n t s C o m m i s s i o n ) . E s t i m a t e s 

t o b e	 p r e s e n t e d b y t h e S p e a k e r - w i t h t h e c o n s e n t o f t h e 

T r e a s u r y t o p r o v i d e f o r a C a s h L i m i t . 
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A N N E X B 

^ ^ J l U s e d I n d u s t r i e s 

1. w 

W B h a v e h i t h e r t o r e s i s t e d g i v i n g t h e C & A G a n d h i s s t a f f a c c e s s 
0 th 

e n a t i o n a l i s e d i n d u s t r i e s o n a n u m b e r o f g r o u n d s . F i r s t , C & A G 
Q c t i 

1 t y w o u l d t e n d t o i n h i b i t t h e i n d u s t r i e s f r o m a c t i n g c o m m e r c i a l l y 
le •  t h e m t o a d o p t d e f e n s i v e a t t i t u d e s . S e c o n d , t h e G o v e r n m e n t 

8 l s l a t e d i n t h e 1 9 8 0 C o m p e t i t i o n A c t t o e n a b l e t h e MMC t o c o n d u c t 
f f i c i  P . 

n c Y i n v e s t i g a t i o n s a n d t h e y p r o v i d e a m o r e e f f e c t i v e i n s t r u m e n t . 

W e h a v e o v e r t h e p a s t y e a r t a k e n s t e p s t o i n c r e a s e t h e n u m b e r 
F M M C 

^ r e f e r e n c e s a n d t o i m p r o v e t h e f o l l o w - u p t o t h e i r r e p o r t s . 

a n d m o r e g e n e r a l l y , we w e r e c o n c e r n e d t h a t t h e l i n e o f r e s p o n s i ­

y t o r t h e i n d u s t r i e s s h o u l d c o n t i n u e t o r u n t h r o u g h M i n i s t e r s t o 

roent a n d t h a t t h e s c o p e o f C & A G a c t i v i t y s h o u l d n o t t h e r e f o r e 

, t h a t f o r w h i c h M i n i s t e r s c o u l d b e h e l d r e s p o n s i b l e . O t h e r w i s e 

j a t i o n s b e t w e e n P a r l i a m e n t , M i n i s t e r s a n d D e p a r t m e n t s , a n d t h e 

U s t r i  e s c o u i d b e s e r i o u s l y a f f e c t e d . 

e s e^  a r g u m e n t s w e r e , a n d r e m a i n v a l i d . We h a v e a l r e a d y o f f e r e d a

e r °"f c o n c e s s i o n s i n o r d e r b r o a d l y t o m a i n t a i n e x i s t i n g a r r a n g e ­

v e  e n c o u r a^ P e "  ^ 6  ^ a g e d t h e C & A G t o u s e h i s a c c e s s t o d e p a r t m e n t a l 

S  e x a m n eH Q  ̂ .  ^ ° i  how D e p a r t m e n t s e x e r c i s e t h e i r r e s p o n s i b i l i t i e s f o r 

n a

be

1  i s e d i n d u s t r i e s . We h a v e a g r e e d t o e n c o u r a g e t h e P A C t o 

l n v ° l v e d i n t h e f o l l o w - u p t o MMC r e p o r t s . A n d we w o u l d h a v e e

P r e p a r e d [ a s a f i n a l c o n c e s s i o n ) t o c o n s u l t t h e P A C o n t h e 
e i e c f A 

l Q n o f r e f e r e n c e s . 

3 ' I n 
C D n sSt Q i d e r i n  g w h a t m o v e we s h o u l d now m a k e i n r e s p o n s e t o t h e 

n e v a s

i n

thg •  ^  B i l l  , we s h o u l d k e e p o u r u n d e r l y i n g o b j e c t i v e s t o w a r d s 

U s t r i e s f i r m l y i n v i e w . We w a n t a m e c h a n i s m f o r c o n d u c t i n g v

 1 0 n s9 h S e r i ^  i n t o t h e i n d u s t r i e s p a r t i c u l a r l y w h e r e c o m p e t i t i o n i s 

W e aQncj  ° r k  . We w a n t t o a v o i d b e i n g d r a w n i n t o d a y - t o - d a y i s s u e s 

e r e D 

t l w

W Q r |^ y u n d e r m i n e t h e r e s p o n s i b i l i t i e s o f t h e m a n a g e m e n t . We 

8 l n Q , i - i s t r i e s t o a c t c o m m e r c i a l l y j a n d we d o n o t w a n t t o s a d d l e 
m w i t h 4. 

S i n C f = P a r a l l e l s y s t e m s o f i n v e s t i g a t i o n - t h e C & A G a n d MMC ­

thi  •  ^ n  w o u l d b e a n e x c e s s i v e b u r d e n d i v e r t i n g t h e m a n a g e m e n t f r o m ^ s

e

r  m a i  n t a s k s . 
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T h e K e y q u e s t i o n i s w h a t m o v e s we c a n m a k e t o s a t i s f y t h e 

5 P r o m o t e r s w h i c h w o u l d a t t h e s a m e t i m e o f f e r t h e b e s t c h a n c e 
O f 

r n e e t i n g  o  o b j e c t i v e s . We h a v e c o n s i d e r e d w h e t h e r i t w o u l d be u r

P O S s i h l 

e t o m a k e a l i m i t e d c o n c e s s i o n w i t h t h e a i m o f p r e s e r v i n g t h e 

e n t M(V|Q s y s t e m o n b r o a d l y u n c h a n g e d l i n e s - f o r e x a m p l e b y m e a n s 

u n d e r s t a n d i n g t h a t t h e C & A G ' s p o w e r s w o u l d be u s e d i n f r e q u e n t l y 

n_p  y w h e n h e h a d s o m e p r i m a f a c i e r e a s o n t o t h i n k t h e r e was m i s u s e 0

 U C n c i s o s s^ i t  ^ ^ U '  ^ r P  i b l  y b y a s s o c i a t i n g t h e C & A G m o r e c l o s e l y 
t h e i n d u s t r i e s ' e x i s t i n g e x t e r n a l a u d i t o r s . B u t i t s e e m s q u i t e 

•'•ear f k A. 
L R a t, .  t h e C & A G a n d t h e P A C w o u l d n o t a c c e p t r e s t r i c t i o n s o f t h i s 

. J  - n q e e d i t i s t h e C & A G ' s i n t e n t i o n t o h a v e a p e r m a n e n t p r e s e n c e 

o rH„ ^  roost o f t h e i n d u s t r i e s a n d t o u s e t h e i r w o r k a s a m e a n s o f 
C i  d i n P k 

n Q  ̂ <= w h e n t o m a k e a f u l l e r e n q u i r y . O p t i o n s o f t h i s k i n d a r e 

e r e f o r e w o r t h p u r s u i n g . T h e y a r e l i k e l y a t t h e e n d o f t h e d a y 
Tlgg n 

 P a r a l l e l s y s t e m s o f e n q u i r y b y t h e C & A G a n d M M C . T h i s w o u l d b e

m s° t u n d e s i r a b l e o u t c o m e . 

s. T h 
e 0 r | l y r e a l i s t i c o p t i o n i s t o a c c e p t t h e p r i n c i p l e o f C & A G 

e s  s t o f U 
t n eo  i n d u s t r i e s a n d t o s e e k t o b u i l d a n e f f e c t i v e s y s t e m n

h a t h 
aw s i s . 9 y m a k i n g t h i s i m p o r t a n t c o n c e s s i o n o f p r i n c i p l e e

s h o L | ] r i u 
t h r « a b l e t o m a x i m i s e t h e i n f l u e n c e we c a n b r i n g t o b e a r o n 

s h a n p nn 

A  ' a new s y s t e m a n d t o s e e t h i s r e f l e c t e d i n t h e B i l l  . s

 C Q l l a r° rt h y  » i n o r d e r t o a v o i d d u p l i c a t i o n , t h e u s e o f t h e MMC f o r e

 r( ] f P ° s e o f e f f i c i e n c y i n v e s t i g a t i o n s i n t h e i n d u s t r i e s w o u l d c e a s e a 

h ° u p h i f 
z  wWo i ° u l d c o n t i n u e t o l o o k i n t o m o n o p o l y q u e s t i o n s ) . Weu

u J -d B i t k 
^est . a m e n d S e c t i o n 11 o f t h e 1 9 8 0 C o m p e t i t i o n A c t o r s i m p l y 

1e-p-p. ' * s u s e . T h e C & A G ' s r e m i t w o u l d b e l i m i t e d t o q u e s t i o n s o f 
C l e n c v 

3 n v a  e^ P a r t - ' - u f °  r rooney, p o l i c y q u e s t i o n s b e i n g r e s e r v e d f o r 

G n ^ a - ' ­9 £ r ^ .  S e l e c t C o m m i t t e e s . T h e r e s h o u l d be no d i f f i c u l t y i n 

n i si s  ,  w i t h t h e C & A G , a l t h o u g h i n p r a c t i c e t h e d i v i d i n g l i n e n

a l w a y s c l  ,e a r  c u t 

6 ' T h e m 
a i n  r i s^ n k u n d e r t h i s o p t i o n - a n d i t i s a r e a l o n e - i s o f e n

C & A G ' S  a n 

u n c n ^  d P P r o a c h a n d m e t h o d s i n d u c i n g i n t h e i n d u s t r i e s a n 
m r T 1 e r c i.  ' a ] M 

a n*s j j , ° d e f e n s i v e a t t i t u d e . O u r b e s t h o p e o f a v o i d i n g t h i s 
We  C a n 

e n c o u r a g e t h e C & A G t o s e p a r a t e a s f a r a s p o s s i b l e - i n 
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 r r T l sj_  o f s t a f f , e x p e r t i s e a n d m e t h o d s o f w o r k - h i s t a s k o f e x a m i n i n g 
n g b o d i e s f r o m h i s t r a d i t i o n a l w o r k w i t h G o v e r n m e n t D e p a r t m e n t s . 


U  r a i m 

mj .  ^ u s t b e t o s h i f t h i s a p p r o a c h i n t o a m o r e c o m m e r c i a l d i r e c t i o n . 

e a ^  y o n e w o u l d w a n t t o s e e t h e n a t i o n a l i s e d i n d u s t r y i n v e s t i g a t i o n s 
a^  o u t b y a w h o l l y s e p a r a t e c o m m a n d u n d e r t h e C & A G , u s i n g 

C  q

 a ^ e r n e n t c o n s u l t a n t s t o p r o v i d e c r o s s - f e r t i l i s a t i o n w i t h b e s t 
e r c i a  i p r a c t i c e a s w e l l a s s t a f f d i r e c t l y e m p l o y e d b y h i m . 

r  1 t^  w i l l be d i f f i c u l t t o e m b o d y t h i s i n l e g i s l a t i o n ; a n d 


° u g h we w o u l d t r y t o r e a c h a n u n d e r s t a n d i n g w i t h t h e C & A G , he may 

U n w i l 1  i n g t o g o a s f a r i n t h i s d i r e c t i o n a s we w o u l d l i k e . 


8 

^ " ^ e r e a r e t w o o t h e r m a j o r q u e s t i o n s w h i c h t h i s o p t i o n r a i s e s : 
U e n c i n g t h e C & A G ' s p r o g r a m m e o f e n q u i r i e s ; a n d f o l l o w i n g up t h e 

S s ^ t s . 

8, 
n

Scr

 t h e f i r s t Q u e s t i o n , i t i s i m p o r t a n t t h a t t h e G o v e r n m e n t 
° n t i

.
n 

 u e s t o h a v e a m a j o r i n f l u e n c e o n t h e p r o g r a m m e o f i n v e s t i g a t i o n s , 
w i ]_ i 

W a n t t o e n s u r e t h a t a l l i n d u s t r i e s a r e p e r i o d i c a l l y 

^ ^ n e d . A n d we w i l l no d o u b t w a n t p a r t i c u l a r i n d u s t r i e s ^ s 

n e dj . ^  f r o m t i m e t o t i m e i n r e s p o n s e t o e v e n t s . We s h o u l d t h e r e f o r e 
e n s u r eancj ^ °  t h a t t h e r e i s s y s t e m a t i c c o n s u l t a t i o n b e t w e e n t h e C & A G 

G o v e r n m e n t D e p a r t m e n t s b e f o r e a p r o g r a m m e i s d e c i d e d . We b e l i e v e 
C &/i p 

u w o u l d a g r e e t o t h i s . We s h o u l d t r y t o g e t t h e p o i n t c l e a r l y 
d i e d i n t h e l e g i s l a t i o n . 

9, 
nt Q  ^ h e s e c o n d q u e s t i o n ( f o l l o w - u p ) i t i s l e s s e a s y a t t h i s s t a g e 

W a  o r v j d r dt h ^  ^ . A g o o d d e a l w i l l d e p e n d u p o n t h e n a t u r e o f e

r e p 0 r t sw Q  t h e C & A G m a k e s . No d o u b t t h e P A C w i l l i t s e l f i n i t i a l l y n t 

r e s  

h }

^ ° P o n d b y Q u e s t i o n i n g t h e i n d u s t r i e s a n d D e p a r t m e n t s o n t h e 
T 1 n d i n g s . B u t w h e r e s o m e m a j o r d e f i c i e n c y i s r e v e a l e d n >

 t e r sU  w i l  l w i s h t o s a t i s f y t h e m s e l v e s t h a t r e m e d i a l a c t i o n i s 
e n b 

bi] . ^ t h e i n d u s t r y . I t i s v i t a l t h a t t h e c l e a r l i n e o f r e s p o n s i ­
b l y f 

r o m t h e i n d u s t r i e s t o t h e i r s p o n s o r M i n i s t e r i s n o t b l u r r e d . 

s h a l l n e e d a n e a r l y m e e t i n g b e t w e e n s p o n s o r M i n i s t e r s a n d t h e 
n a' ^ i s e d I n d u s t r i e s ' C h a i r m e n ' s G r o u p . T h e i n d u s t r i e s h a v e 

L ° s u p p o r t e d o u r a t t e m p t s t o h o l d o f f t h e C & A G : t h e y w i l  l n o t 
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^Icome  .change in our p o s i t i o n . We s h a l l need to convince them a

there is now no choice but to make a move. The ir main concern 
w i U h 

D e to avoid an increase in the number of external enquiries 

bodies concerned in t h e i r a f f a i r s . My proposal , by subs t i tu t ing 

C&AG f o   the MMC, should achieve t h i s , although the question of r

° " U J s proposed method of approach to the industr ies w i l l also 

5 i m P°r tant . 
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ANNEX C 


A POSSIBLE SETTLEMENT 

I I 


_ [ Range o f A u d i t 


R U U
 A u d i t : 


A l l c e n t r a l G o v e r n m e n t a c c o u n t s ; 


O t h e r a c c o u n t s as a t p r e s e n t , a s d i r e c t e d i n l e g i s l a t i o n , 

0 r >
 u n d e r a s t a t u t o r y i n s t r u m e n t , s u b j e c t t o a f f i r m a t i v e 

r e s o l u t i o n , i n t r o d u c e d by t h e T r e a s u r y . 


A c c e s  fs

L
 o r e l e v a n t p a p e r s : 


^ N a t i o n a l i s e d i n d u s t r i e s - w i t h two p r o v i s o s : 


Ci3 A r e q u i r e m e n t i n t h e l e g i s l a t i o n f o r t h e C&AG 

t o c o n s u l t t h e Gov e r n m e n t a b o u t h i s programme 

o f i n v e s t i g a t i o n s . 


An u n d e r s t a n d i n g t h a t t h e s e i n v e s t i g a t i o n s w o u l d 

be c a r r i e d o u t by s p e c i a l l y t r a i n e d s t a f f i n a 

s e l f - c o n t a i n e d b r a n c h f o ESAD w o r k i n g t o a d e f i n e d 

r e m i t - t h e s e p o i n t s t o be e m b o d i e s i n a f o r m a l 

memorandum o f u n d e r s t a n d i n g . 


C o m panies i n w h i c h t h e G o v e r n m e n t has a m a j o r i t y s h a r e h o l d i n g 


N o n - D e p a r t m e n t a l p u b l i c b o d i e s w here t h e g r a n t i s l e s s 

t h a n 50 p e r c e n t o f i n c o m e . 


If] B r i t i s h T e c h n o l o g y Group ( w h e r e E&AD a t p r e s e n t a u d i t s o n l y 

t h e NRDC s i d e ) . 
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II Minor Items 

Treasury to appoint auditor of C&AG (NAO) 

Appropriat ion Account. 

Repeal s.3 of 1921 Act [ leaving [b) above to cope). 

Ill Not Included 

Lo ca l A u t h o r i t i e s [covered by Audit Commission) 

NHS s tatutory audit [C&AG already has access) . NHS 
audit under review anyway. If C&AG took i t over a 
new i n t e r n a l audit would be required by DHSS). 
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A N N E X D 

^JbLL^back p o s i t i o n i n r e l a t i o n t o c o m p a n i e s 

[ I I ( d )  i  A n n e x C ) n

C a t e g o r i e s w h e r e a c c e s s c o u l d , i n t h e l a s t r e s o r t 

b e p e r m i t t e d : 

( a )	 C o m p a n i e s i n w h i c h t h e G o v e r n m e n t h o l d s m o r e t h a n 

50 p e r c e n t o f c a p i t a l ( l o a n s p l u s e q u i t y ) - t h i s 

w o u l d h a v e c o v e r e d d e L o r e a n . 

( b )	 C o m p a n i e s w h i c h a r e i n r e c e i p t o f s u b s t a n t i a l 

s e l e c t i v e a s s i s t a n c e . 

C a t e g o r i e s w h e r e a c c e s s s h o u l d b e r e s i s t e d : 

( c )	 C o m p a n i e s i n w h i c h t h e G o v e r n m e n t h o l d s l e s s t h a n 

50 p e r c e n t o f t h e c a p i t a l - e g B P , B r i t i s h A e r o s p a c e j 

a n d c o m p a n i e s i n w h i c h B T G h a s a s h a r e h o l d i n g . 

( d ) 

C o m p a n i e s i n r e c e i p t o f a u t o m a t i c a s s i s t a n c e 

( R D F s e t c ) , o r s m a l l a m o u n t s o f s e l e c t i v e a s s i s t a n c e 

u n d e r s t a n d a r d i s e d s c h e m e s . 
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