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FINANCIAL REPORTING TO PARLIAMENT

The Prime Minister was grateful for the
Chief Secretary's minute of 18 December.  She
is content for him to proceed as proposed
with the publication of a short White Paper

on 9 January.

I am copying this letter to the Private
Secretaries to other members of the Cabinet,
Murde Maclean (Chief Whip's 0ffice), and
Sonia Phippard (Cabinet Office).
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by

PAUL GRAY

Miss Carys Evans
HM Treasury
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FPINANCIAL REPORTING TO PARLIAMENT

The structure of the public expenditure documents has Dbaen the
subject of considerable discussion over a number of years. The
TCSC and the PAC have put forward their own ideas and in May 1988
the Government set out its proposals in a White Paper (Cm 375). We
proposed that the main public expenditure totals would bea
published in an expanded Autumn _gFatemEnt ag soon as possible

after the completion of the Survey. The detailed plans would be
contained in separate departmental reports, which would be

published on or before Budget day, gimultanecusly with the

Eetimates.

2 The TCSC and the PAC broadly welcomed these proposals and we
began to implement them last year. The only outstanding issue is

the thHLubl& for publishing the naw dapartmental reparts In a

report in June this year, the PAC recnmmendﬂd that the publication
of both the Estimates and the departmental reports should be
brought farwnrd Ln January. to allow time for thelr consideration

the end of the financial year. In ocur
initial responsze, we promised to lock again the timetable propocsed
in Cm 375.

= Consultation with Departments has confirmed that we could not
significantly advance the puhlicatiun of the Estimates without

e i
weakening the Estimates scrutiny.
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4. The proposals in Om 375 were a compromise betwean the
conflicting objectives of publishing departmental reports as soon
as possible and publishing them simultanecusly with the Estimates.
The PAC now appears to be giving greater weight to the first of
thasa objectives. Moreover, the move to the new planning total
hag greatly improved the alignment between the plans and the
Estimates, which was one of the purposes of suggesting their

gimultanecus publication.

Se I econclude that the best course is to publish the
departmental reports within a few weeks of each other in January/

=

February, and the Estimates (as now) around the time of the
E?dget. Ih_prdbasﬂ _thét we do this in 1991, but review the
timetabla for later years in the 1light of experience and any
further comments from the TCEC and tha PAC.

6. If you and colleagues are content, I recommend that these
conclusions should be published in a short White Paper, a draft of
which 4is attached. It has already bBéE_EE}EEH'hEtHEEn officials.
The White Paper also provides a convenient opportunity to publish
the Treasury's guidance on the common core of financial
information to be contained in departmental reports, as requested

by the TCSC. This appears in the Annex te the draft White Paper.

7. I would propose to publish the White Paper on Tuesday 3
January, ahead of the 1990 public expenditure White Paper at the
end of that month. =

8. I am copying this minute to Cabinet colleagues, to
Timothy Renton, to Sir Robin Butler and to Bernard Ingham.




Financia: Reporting to Parliament

Introduction

In the White Paper, “Finandal Heporting to Parliament™, {Cm 375), the
Crovernment sct oot proposals for future publication of fnancial, information

These included the imtroducton of dl;]:ll.rt:nmt:! reports, to be :_mb]is.l:md in March
alongside the Estimates. The Treasury and Civil Service Select Committee (TCSC)
broadly welcomed the proposals in Cm 375 in their Sixth Report for 1987-B8 (HC
614). After consulting with other departmental Select Committees, however, the
Public Accounts Commitee (PAC) said in its Eighteenth Repore for 196889 (HC
354) that they did not consider the deferral of the publicaton of departmental repors
to March to be 1 satisfactory way of bringing the reparts alangside the Estimates and
urged the Treasury to examine the possibility of bringing forward the publication of
bath documents to Janoary.

2. The Government replied to the PAC's Report an 19 July 1989 (Cm 747) pointing
out that there is 3 conflice between the objectives of bnnging deparmmental reports
alongside the Estimates and the publication of finandal informanon as soon as it is
available. Tt undertook to consider further the timing issues raised by the PAC'
Eighteenth Repost,

3. This White Paper accordingly present: the Government's consideration of thiese
isgues and irs proposals for forure sction

Government Proposals

The timing of Departmental Reports

4. The Government recognises the farce of the argument that the key infarmation
on public spending plans should be publishad as soon as it is available, As explained
in Cm 747, this is achicved by the current publication timetable for the Aurumn
Stavement, the Public Expendimore White Paper, and the Estimares,

3. The proposal in Cm 375 that departmental reports should be published at the
same time a3 the Estimates, in March, was intended to meet both Commitress'
inrerest in doser alignment between the rwo sets of documents. In its fith Report of
198687 (HC 98), the PAC suggesied dhar alignment should be carried to the point
of P'ilbl-iihiﬂ information about the pl:.ru artd the Estimates in a combined
document. Government noted in its response (Cm 177) thae this would have
implications far the tmetable. While Cm 375 proposed to refain o ssparate
documents, simultancous publication was to be on the basis thar the plans for the
year immediately ahead would have been those agreed in the Survey, as modified by
subscquent Estimates scruting. The proposal o publish deparmennal reports ig
March provided the minimum time needed 1o allow for the I!’ufl reconciliation of the
detailed figures in both sets of publicatians. However, inits 18th Report of 198389,
the PAC attached more weight to the need to publish details of departments’
expendinure plans as soon as practicable.

6. There is an inevitable conflict berween the objective of publishing information as
soon a5 is it available, and that of publishing departmental reports and Estimares
simultancously. For reasons set out in Cm 747, the Government believes that the
effectiveness of Estimates scrutiny would be jeopardised if the publication of
Estimates were to be advanced o January,

4. In reconsidering this issue, the Government has taken accoumt of two
develapments since the publication of Cm 375. First, the change: announced in the
White Paper A New Planning Total” (Cm 441) mean that, in future, virtually all
Supply expenditure will fall within the planning total. This will greatly improve the
read-across between the public expenditure plans and the Estimares. Departrmental
n.‘inﬁﬁ will in future identify virrally all of the expenditare frems which will be
submitted to Parliament in the Estimates, and the reconciliations shown in each
Estimates booklet will be more comprehensive.

B. Second, as explained in the “The Financing and Accountability of MNext Steps
Agenaies” (Cm xyz), for many Government executive operations ourrarn informa-
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mon iu ﬂcparﬂ|1:i:|1u| r-tEh:u:'[i. wall in future be 5.|.1|:||'.IE|.-|:|'.|.-|1I!1:|J .l,:l'!,' v edual .I.Et;nrief
anninal FEpOFts - 1O Parliarnent. These TEPOTIS weell nl_"mnn.'tl'l:.r be made in the sarly
manths of each Gnancal year, allowing the inclusion of outturn information relanng
to the Gnancial year that has just ended. Agencies’ repors will thus provide
mbarmation for the scrivities they cover, both abour financial resuls and abour
oarumm and F:rﬁ:rr:lml:n:i:, at an earhier stage than departmental repores, whether
these are published in Janwary or March.

%, Inthe light of the PAC"s views, and of these developments, the Government has
therefore decided that a better balance bepween objectives could be struck by
publishing departmental repoarts eadier than proposed in Cm 375, as fr as possible
retaining broadly the present timetable, at least for 1991, This ometable will,
however, be kept under review in the light of any further comments from the PAC
and TCSC and experience with the frst round of departmental reports,

Estismates fimnetahle

10. While the Government will continue to look for ways to advance publication of
the Estimates, consistent wath leaving sufficent ume for their preparaton and
scrutiny, it does not expect to be able to advance the timerable significantly for the
ume being. It will continue 1o look for ways of improving the read-across berween
departmental reports and the corresponding Estimates.

The content of Departmental Reparts (“The Commen Core™)

11, The Government has already made it dear thar deparimental reports will
continue to follow a broadly uniform presentation of Tuht'h: expenditure plans and
outturng, drawn from 1 common datsbase and following the pattern of the

departmental chapeers in the 1989 White Paper. Information abourt this “common
cote” material is set out in the amached annex. Departmental reports will be jointly
sponsared by the relevant Secretary of State and the Chiel Secretary to the Treasury,

[Conicherion

13, In the Light of the PAC"S views, the Government now proposes to publish
departmental reports garlier than proposed in Cm 375, 29 soon a3 the relevant
information is available. Estimates will follow as soon as possible thereafter. With
the earlier publication of departmental report, the plans published will be thoss
agreed in the Survey and will not reflect the subsequent derailed changes resulting
from Estimates scrutiny. Differences berween plans and Esamares will be set out in

the Estimates booklets.

14, For 1991, the intenton i o lollow broadly the samie dmetable a5 for the 1939
Public Expenditure White Paper and Estimares. The Government will keep these
arrangements under review, in the lighe of experience with departmental repores and
any fupl.hltr COAMTEnNLS !':-.m: ithe Public |‘|.r‘_“r_udul::. C-|.1:|:|.:|:|.'rll'.q.-|: :r.||.1 1]1:: Tr:’.:h.u:r:,r :lld'
Civil Service Select Committee.,




The Content of Departmental Keports

The Treasury's guidance to departments on the content of departmental reports
makes the following paints,

Comumon core: basic principles

2. Departmental reports will have tweo principal purposes: to present the Govern-
ment's expenditure l;l:ns 10 Parliament and to report performance against Erwiaus
plans. The reports should illustrate the anmual cycle of planning, setting objectives
and targets in relation to plans and evaluating subsequent performance against
objectives and targets in reports, decrbed in “*Central Government; Finandal
Accounting and Reporting Framework™ published by the Treasury in Diecember
| 8H,

3, Within this framework, the move to separate departmental teports will allow
departments more freedom to determine the style and content of their repors.
Departments will be abie to choose the colour and quality of the paper and bindings
used; the size and style of print fone; the style and layout of the text and the headings;
the nature of the illustrations, photographs, chars, and other diagrams; and the
extent of new material introduced into the reports, These choices will of course be
nfluenced by discusiions with their own Select Committees about the content of the
reparts, and with HMSO about the deriled ametable and the cost and price of each

report.

4. In order eo fulfil their essential purpose of reporting the Government’s
expenditure plans to Parliament, the documents will need to contain certain
common clements. The TCSC, in its Second Report (Session 1987-88) recom-
mended thar:

“The basic finandal information in these annual reports would follow a
standard partern agreed with the Treasury, and all departments should give the
fullest possible information on objectives, targets and performance indicators
and on their sucoess in meeting these.”™

&, The aim is 1o enable Farliament to put together a comprehensive picture of public
expenditure across all programmies and departments, and to relare the plans ser out
in the departmenral repors 1o the Estimates and the eventual outtuen. The PAC also
amtaches grear importance o high standards of Anancal reportng. The PACT
Eighth Report (Session 1986-87) set out the principles of consistency, relevance, and
celiability, and recommended that the Treasury draw up and operate critena to
reflect these principles. (This was done in the Treasury publication referred to in
paragraph 2 above). The same report stressed the need for clarity and simplicity in"
the n:g,j.J across from the PEWP (o the Estimates.

fi. The Government accepted the need for a common core in “Finandal Reporting
w0 Parliament™ (Cm 375), The TCSC's Sixth Repart, Session 1987-88 reiterated the
need for a common core, and listed the components which it regarded a5 minimum
requirements.

7. Against this background, the following section sets out Treasury proposals for
the material to be included in the commeon core. It falls into two groups. Marerial in
Secdon A must, in the Treasury's view, be presented cither in a common format or
it 3 common location, or both, in arder to enable Parliament to be able to put
together a comprehensive picture. Section B contains essential macerial, which must
appear somewhere in the reporss, though the format and locagon will be left 1o
Departments’ discretion.

Components of the comman core

8. Each report must, in general, contain a deseription of the Department's main
respondibilities, and of the public expenditure programmes for which it is
accountable, The reports should therefore include the fallowing components.




A Components which must have a standard format andfor location within the repart.

(i) Cash plms. As is now the case with the departmental chaprers of the Public
Expenditure White Paper, there wall be a table in 2 standard formar, sicuated at the
very beginning of each repart, The wable will be produced by the Treasury from the
Public EAEPEXIIIII.L‘I!'E Eurw:y database, As now it will cover a nine-year period,

:_panmng Wi oullurn yoars, the current year, and the three th YEATS, and show the

allowing information; —

(2] central government's own expenditure [distinguishing between voted and
other expenditure);

{b} central government grants 1o local authorines (identifying most speific grants
and EC current grants as separate items);

ic) other elements of central government support for local auchorities as
appropriate (eg non-domestic rate payments, credit approvals);

(d} Gnancng requirements of public corporatons (disdnguishing berween vated
and ather il:l;m:}.

The breaskdown af voted expenditure in these tables will continue to reflect the
structure of the Wotes as presented in the Estimates. This may change, aver time, to
teflect policy changes and changes to the Estimates strocture.

(i} A brief statement of the deportment’s overall aivas and objectives, gquantified wiiere
passible, giving ordered prionites snd histing, where appropriate, the criteria by
which policy changes are assessed (see for instance Cm 615 paragraph 4).

fiiz) Fumiing cests and manpewer induding reference in the text where appropriaie wo
provision agreed on the basis of management plans covering the full Survey period;
any areas of activity agreed for ner control; explanation of any significant changes to
the plans compared with the previous year; and. for the Estimates yesr, any
significant changes to either cash or manpower provision compared with figures
published earlier in the year, The tabular presentation of running costs and
manpower information should follow that agreed for the 1989 PEWP.

{iv} Local authority expendirure. For those departments where it is relewant, a table
should be incduded showing local suthonty expenditure for the fve outturn years
and the current year. The table shoold 25 3 minimum give a functiona) breakdown
for current and capital expenditure separately.

B Essential feanires of the report a5 a whole

fi} Evaluation, output and performance information. The report should conain
information about the achievenents of all the main departmental activites,
including achisvements against targets, quantified wherever possible, This should:
{a) make clear how the activities relate to the stated aims of the department; "
(b} cover both programme expenditure and running costs;

{c] provide information on effectiveness, including the results of evaluadon. For
some programmes it may be necessary and wscful to give intermediate
measures. Where possible, information en final outpurs should be displayed.

{d] mdicate the efficency of the programme ic relate the achieved benefits 1o the
input costs (in terms of iture and, il appropriate, manpower). This can
draw on the results of evaluation. Information about unit costs is particularly
valuahle,

As well as reporting on achievements, deparoments should provide rargets for future
years, and set out the information in such a way that data for outturn years can be
readily compared with previously published targets for those years.

(i) Major initiatives to sequre bester walue for money should be described, setting our the
abjectives of cach initatdve, what has been achieved to dare, and what is planned w
be achieved. This should cover aspects of the deparoment's penvonnel policies
relevant to securing better value for money from running costs; and could also
cover, where appropriate, relocation and initiatves to improve encrgy efficiency.

(i} Next Sieps Agencies. In the case of Agencies, Departments should identify
separately gross and net cash provision, manpower and, where appropriate, running




costs, They should also provide for each Agency a descropuon of its aims and
objectives and the valuc-for-money improvements planned for the future and
achiewed in the past, related, where posable, to mrgets set in previows years,
ﬂt}::tuli:nh should indicate for each J‘.Eml.-:.r the main features of its Gnancial
regime (eg grows o net contral, trading fund), The amount of detail required should
be judged case by case. Cross references should be given to Agencies” separately
published reports and accounts for fuller informarion. (Cash provision, running
costs and manpower for Mexx Steps Agencies will be included in the material at A(i)
and (ii)). Departments should also report briefly on the progress of their Mexx Steps
implementation programimes.

{iv) Information on public corporations should include the provision for their Anancing

requirements, and should also include:—

{3} objectives set by the Government and by the industry;

(b) performance against extemnal finance limits, (EFLs), Performance should also
be related to agresd targets, especially formal financial targets and corrent cost
return on capital, aims for costs, targets sef in corporate plans, performance
reviews, efficdency studies and published reports;

{¢) outturn and plans for internal resources and external BAnance, including
Government grants; revenue forecasts and factors determining revenue and
coits; and comparisons of planned expenditore with outurm;

{d} mvesement plans;

(e} current oudook; and, where relevan:, progress to prvatisation.

(v} Iiformation on Non.Departmental Public Bodies [NDPEBs). Departments currently
include information on many of ther sponsored bodies in their White Paper
chaprers, At beast an “equivalent “level of detail should be retained in future. Similar
treatment may be appropriate for any body which reccives significant public
funding, including some which are not classified as NDPBs.

(wi) Expendifvre on publicity and advertising. The TCSC (Seventh Re 1587=19488)
recommended that departmental reports should give informason 1%3:; the costs of
major publicity and advertising expenditure. Deparmment who spend £% million
or more 8 yvear on pad UK publicey should include this informadon in their
departmental reports.

(wii) Explanations of chanpes in plans from the previour White Paper. Az recommended
by the TCSC, there should be an explanation of any differences between plan and
forecast outnurn for the current year,

(i} A eross reference to the relevant Ertimates booklets

{ix) A bibliography along the lines of those currently included.

(%) Explanation of recent significant changes in the dassification or allocavon of
expenditure,

{xi) Reference to any significant receipte from the EC in respect of the department’s
PrOgTIMmEs.

() Drescription where relevant of the split of responsibility and expenditure berween
the Department and the territonal departments,

{xiii) In the case of the territorial departments, a descripion of the black
ATINgements.
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