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CABINET

PARLIAMENTARY CONTROL OF EXPENDITURE (REFORM) BILL

Memorandum by the Chancellor of the Exchequer

1. Mr St John-Stevas has stated that the Bill will be published on 18 January.

It will have its Second Reading on 28 January.

2: Following Cabinet discussions on 16 December I have had further discussions
With Mr St John-Stevas. ' On the main outstanding issue, of access by the
omptroller and Auditor General (C & AG) to the nationalised industries' books,
there remains a wide gap between our position and his.

3. Howeve

r I have given him a detailed critique of the appointment and status
Clauses ip h

is Bill, as suggested in my minute of 24 December to the Prime Minister,
and some progress has been made on these clauses. I have not seen the version to be
PUblished; but in discussion with me Mr St John-Stevas has accepted that the

°Mptroller and Auditor General should be independent, and has promised to delete

‘om the Bill power for the Public Accounts Committee (PAC) to direct the C & AG,
;zd to provide for the C & AG to be paid (as at present) from the Consolidated Fund.
Houwas IE%uctant to take out the provision making the C & AG an officer of the

.5€¢5 which he believes is attractive in principle for the supporters of the Bill.
W0$i Provision would not conclusively make the C & AG subject to direction, but

d leave some doubt about his independence. We should therefore seek to amend

t . gl . i
he 3111 to remove the provision, or insert a clause which removes any doubt about
€ independence of the C & AG.
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;ﬂe Mr St John-Stev§s has told me that his Bill will provide for th? advice to
HOUSQUEER on the appointment of tbe G § 4G to be in the form ?f a motlon by the
of tE of Commong, moved by the Prime Minister after consultation with the Chairman
.¢ PAC. This appears to reverse the roles of the Prime Minister and the
congman of the P%C, compared with the ea?lier drgft of the Bill: we shall need to
iv dlder ?hether 1t goes far enough, and in the right form, to meet our case. (If
Oes, it is likely to be unwelcome to some of his principal supporters.)
gim . On the range of the C &'AG'S_dutigs, the'Bill is §till likely to provide for
PUblio have access to the nat}onallged industries, publl? corporations and all
Parlic and private sector bodies ma1?1¥ supported Py_monles provided by : )
aPpeaament’ except thét Local-Aut§or1t1es are spe?lflcglly ex91uded. ?he intention
QOrpors Fo be that major examinations of-natlonallsed industries, public
e i?thnS and Govanment owned companies would take place only after consulta-
Bheen ;th the sponsoring Departments. Mr St John-Stevas appears to accept that
AG should not question the merits of Government policies or the strategic

Policj : : : C :
thilg}ii of the nationalised industries: but once again we shall need to study
1 -
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6. The Bill is now not likely to give the C & AG right of access to the
thousands of companies and other bodies which would have been caught by the

PAC's recommendation to give the C & AG access to all bodies in receipt of voted
Money, however little. But on the nationalised industries, which he rightly sees
a8 the central issue, Mr St John-Stevas has not been willing to make any further
Concessions. And he has of course not moved nearly far enough to meet our concerns

SECOND READING DEBATE

7. Cabinet decided on 16 December that we should not oppose the Bill on Second
Reading. I suggest that in the debate we should concentrate our criticism of the
Bill on the nationalised industry issue, on which we have arguments that many of
our backbenchers ought to find persuasive. In the time before the debate we
should make every effort to make these arguments known, and to ensure the fullest
Possible support for our views on the debate. On the status issues we should be
able to acknowledge that the Bill is broadly acceptable providing the independence
of the C & AG can be clarified.

COMMITTEE STAGE

8. We should consider how to handle the Committee stage after Second Reading
Wben we have a better measure of the support for the Bill. It is likely that the
Bill will suffer from many technical faults. In preparation officials should be
asked to draft amendments to remove the technical faults in the status and appoint-—
Ment clauses, and to implement the Government's views on the clauses dealing with
the C & AG's access. They should also prepare detailed notes on the technical
faults in those clauses.

FURTHER DISCUSSION WITH MR ST JOHN-STEVAS

9. There is little scope for further negotiation with Mr St John-Stevas before
Secong Reading, but we should review the position after the debate.

CONCLUSTON

10,

I seek colleagues' agreement to the handling of the Bill on the lines
Proposed above.

G H

TreaSury Chambers

17 January 1983

CONFIDENTIAL 2 .l.




