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1 Governance Arrangements at Betsi Cadwaladr University  Health Board: 

Consideration of evidence received  

1.1       The Committee considered the evidence received from BCUHB at the meeting held 

on 8 July.  

1.2       Members agreed to undertake a wider piece of work on health board governance 

once the forthcoming report from the Auditor General on health finances  and 

key indicators of service performance has been published. 

TRANSCRIPT 

View the meeting transcript.  

2 Introductions, apologies and substitutions  

2.1 The Chair welcomed the Members to Committee. 

2.2 Jenny Rathbone declared an interest as Chair of the Programme Monitoring 

Committee and Alun Ffred Jones declared an interest as a member of Bangor University 

Council. 

 

3 Papers to note  

3.1 The papers were noted. 
       It was agreed that the Chair will write to the Chair of Finance Committee 

suggesting that they monitor a number of issues raised by Members on 

higher education finances. The WAO agreed to prepare a briefing note on 

write offs connected with the loanbook. 

       The Chair will write to the Permanent Secretary requesting an update on 

Recommendation 5 of the Welsh Government’s location strategy following 

the review the Welsh Government is undertaking later this year. 

3.1 Higher Education Finances  

 

3.2 The Welsh Government's location strategy: Letter from the Permanent Secretary (23 

June 2014)  

 

3.3 Meeting the Financial Challenges Facing Local Government in Wales: Letter from 

Steve Thomas, WLGA (8 July 2014)  

 

3.4 Wales Audit Office: Update on the Auditor General's Value for Money Work 

Programme (9 July 2014)  

 

4 Covering Teachers’ Absence: Consideration of response from the Welsh 

Government  
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4.1 The Committee noted the Welsh Government’s response. It was agreed that the 

Chair will reply to the Minister on Recommendations 1, 3 and 13. The Committee will 

return to this issue in 2015 following updates from the Welsh Government.  

 

5 Grants Management in Wales: Consideration of correspondence  

5.1 The Committee noted the correspondence and agreed to return to this issue in 

spring 2015 when the Welsh Government’s annual report on grants management for 

2014/15 will be available. 

5.2 The Chair agreed to write to the Permanent Secretary seeking further information 

on the value of grants affected following non-complicance after the spot checks. 

 

6 Motion under Standing Order 17.42 to resolve to exclude the public 

from the meeting for the following business:  

6.1 The motion was agreed. 

 

7 Young people not in education, employment or training: Briefing from 

the Auditor General for Wales  

7.1 The Auditor General gave an oral briefing to Members on his report which was 

published on 10 July. 

7.2 Members agreed to seek a response from the Welsh Government and return to this 

issue in the autumn. 

7.3 Members also agreed that the Chair should write to the Enterprise and Business 

Committee asking whether they will be undertaking any further work on this issue.  

 

8 National Fraud Initiative 2012-13: Briefing from the Auditor General for 

Wales  

8.1 The Auditor General gave an oral briefing to Members on his report which was 

published on 12 June. 

8.2 Members noted and welcomed the report and agreed that the Chair should write to 

Community Housing Cymru and Further and Higher Education Institutes encouraging 

them to participate in the National Fraud Initiative. 

8.3 The Chair agreed to write to the Welsh Government seeking an update on 

Recommendation 3 in the Committee’s report on Grants Management regarding 

breaches in the Code of Practice for funding the third Sector, and reminding them that 

details of any such instances should be included in its annual grants management 

report.  
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9 Intra-Wales - Cardiff to Anglesey - Air Service: Agreement of final 

report  

9.1 Members considered and agreed the report. 

 

10 Annual Report 2013/14: Agreement of final report  

10.1 Members considered and agreed the report. 

 

11 Forward work programme: Autumn 2014  

11.1 Members noted the work programme for the autumn 2014 term. 
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Influenza immunisation uptake in healthcare workers in UK, 2009/10 - 2013/14.

Wales England Scotland N Ireland

2009/10 11.6 40.3 55.1 47.7

2010/11 18.5 34.7 26.2 19.0

2011/12 30.9 44.6 33.0 30.9

2012/13 35.5 45.6 33.7 20.4

2013/14 40.6 54.8 34.7 24.0

Av. Incr. 7.4 6.7 2.8 1.7 base 2010/11

Source:  HPA / HPE Surveillance of influenza and other respiratory viruses in the UK

http://www.hpa.org.uk/Publications/InfectiousDiseases/Influenza/
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Yr Adran Llywodraeth Leol a Chymunedau 
Department for Local Government and Communities

Parc Cathays ● Cathays Park
Caerdydd ● Cardiff

CF10 3NQ 

Ffôn  ● Tel 02920 825727
Ffacs  ● Fax  02920 823442

june.milligan@wales.gsi.gov.uk
Gwefan ● website: 
www.wales.gov.uk

Ein Cyf / Our Ref: MB/LG/2745/14

Darren Millar AM
Chair, Public Accounts Committee
National Assembly for Wales
Cardiff
CF99 1NA

22 July 2014

Dear Chair

Thank you for your letter of 9 July requesting further information following the 
attendance of the Welsh Local Government Association and the Society of Welsh 
Treasurers at the Committee on 1 July.  I will respond to each of your points in turn.

Budget information 

As I set out when I appeared before the Committee, the Welsh Government provides
Local Authorities in Wales with as much information as possible as early as is 
possible in accordance with the relevant protocols and Standing Orders.  In 
understanding the approach, it may help to distinguish between the formal annual 
budget-setting process and medium-term financial planning which Authorities 
undertake.  

The annual budget-setting process is governed by statute.  Each Authority must set
and formally agree its budget, and council tax, for the next financial year by no later 
than 11 March in the preceding financial year.  This process is informed by the 
provisional and final Local Government Settlements which provide Authorities with 
the details of the general revenue and capital funding they will receive from the 
Welsh Government for the coming year.  The settlements are announced very 
shortly after the publication of the Draft and Final Budgets to the Assembly.  As I 
outlined to the Committee, this process is completed substantially earlier in Wales 
than in England, with our final settlement being announced in December, at around 
the same time the UK Government announces its provisional settlement for English 
Authorities.  The early publication of the settlements in Wales allows Authorities 
here to complete the formal process of setting their budgets in good time each year.
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The formal budget processes of the Welsh Government and Local Government are 
governed by distinct statutory frameworks.  These include very clear lines of 
accountability and it would be inappropriate for the Welsh Government to act in 
ways which might obscure the line of responsibility for Local Government, or vice 
versa.

Authorities’ medium-term financial plans are concerned with preparing and planning 
for the future – taking account of the uncertainties and of changing information, of 
local circumstances and priorities, opportunities, challenges and other factors as 
they emerge.  This work involves planning for different scenarios and is supported 
by statutory officers with professional financial capability.  For medium term-financial 
plans, therefore, it cannot be said that Authorities receive information ‘after they 
have planned their budgets’.  Medium-term budget plans by their very nature need to
be adjusted and updated to reflect changing circumstances.  

Since 2008-09, the Welsh Government has provided indications for future years 
alongside the annual settlements, to assist with this planning process. It has always 
been made clear that these are indications and are, as such, subject to change.  The 
Welsh Government can only provide any indications within the boundaries of the 
spending plans published by the UK Government and in accordance with the 
procedures governing the publication and approval of the Welsh Budget.  

Public engagement

The Minister for Local Government and Government Business has recently obtained 
information from each Authority on its approach to public consultation and 
engagement in setting budgets for 2014-15.  This has identified some excellent 
examples of good practice which are being brought together.  These will be shared 
with all Local Authorities to inform their approaches to budget-setting for 2015-16.  
One of the features of the good practice examples is that effective engagement is 
conducted in such a way that public expectations are managed rather than raised.

Collaboration

Throughout our work to encourage and support collaborative partnerships, the 
Welsh Government has been clear that the key tests for bodies considering 
collaborative projects have been whether those projects have the potential to deliver 
service improvements and/or save public money.  

Collaborative partnerships exist, and are encouraged, across organisational, 
sectoral and geographic boundaries.  Indeed, some of the best examples of 
collaboration driving innovation and service improvement have cross-public sector 
commitment at a regional level. We would not, therefore, expect the prospect of 
mergers to prevent or inhibit collaborative projects from being taken forward.  
Indeed, we would expect continuing and merged Authorities to engage in 
collaborative work with each other, with other public services, with the third sector 
and with the private sector, where it is productive to do so.
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Communication and engagement with Welsh Government officials

The timeline attached to my letter of 1 July describes the extensive engagement with 
Local Government regarding funding matters throughout the past year.  Within the 
framework of the political engagement provided through the statutory Partnership 
Council, and its Finance Sub Group, there are a number of  formal settings in which 
Welsh Government and Local Government officials engage in discussions about 
general financial matters.  These formal settings are complemented by a great many 
more less formal meetings, discussions and communications. 

The Partnership Council for Wales and its sub groups were reviewed, in consultation 
with Local Government, in 2011-12.  The review included a reshaping and 
streamlining of the sub groups of the Partnership Council to ensure they reflected 
the changing agenda for public services in Wales.  The review led to the expansion 
of the Partnership Council membership, to include other public service partners, and
to the establishment of the new Reform Delivery Group.  The revised remit reflected 
the need to focus on rethinking and reforming services, and designing more 
sustainable models of service delivery, rather than setting out the existing pressures
and their projected growth.  Such pressures are widely understood and are the 
reason a different approach is needed.  Nevertheless, the Minister has also made it 
clear Local Government is welcome to bring forward any evidence or analysis to 
inform discussions at any time.

The revised terms of reference for the Partnership Council were agreed at its 
meeting on 24 October 2012:  
http://wales.gov.uk/topics/localgovernment/partnership/pcfw/agendas/121024mtg/?la
ng=en
An Order to amend the constitution of the Partnership Council was also passed by 
the Assembly.

Throughout this, officials have continued to meet in working groups to consider 
finance matters to inform the Partnership Council’s work.  In addition to the standing  
groups, in support of the 2013 Spending Round (the UK Government conducted a 
small-scale spending review exercise that year), Welsh Government officials 
convened a task and finish group to work with Local Government officials to identify 
and analyse the potential impact of the Spending Round decisions.  As I indicated 
previously, the consultative process around the Local Government Settlement in 
Wales has long been one of the most extensive in government.

I hope this additional information is helpful to the Committee.

June E Milligan
Cyfarwyddwr Cyffredinol / Director General
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Mr Mike Hedges AM 

National Assembly for Wales 

Cardiff Bay 

CF99 1NA 

 

 

 

 

Dear Mr Hedges 

STUDENT LOAN BUDGETING ARRANGEMENTS 

I am responding to the query that you raised at the Public Accounts Committee on 15 July 
2014, and subsequently by email, in response to the Auditor General’s suggestion that 
the Committee could explore issues relating to the student loan book when scrutinising 
the Welsh Government’s 2013-14 consolidated accounts. During the Committee meeting, 
you questioned some of the comments I made about the way in which costs associated 
with student loans are met. You referred then in general terms to the loan book and the 
debt associated with it. However, I note that your email referred specifically to your belief 
that, in respect of the potential effect on the Welsh budget of the loan book, it would not 
cause any change in the AME (Annually Managed Expenditure) because it was effectively 
covered by the Treasury. 

It was the distinction between the AME and Departmental Expenditure Limit (DEL) 
budgeting arrangements that I was seeking to highlight in my comments to the Committee 
on 15 July. I confirmed then your understanding that, in principle at least, the issuing of 
student loans is underwritten by the Treasury as AME. The Welsh Government is able to 
draw down additional AME funds from HM Treasury if required. Unspent funding, due to 
lower-than-expected demand, has to be returned to HM Treasury. 

From its main DEL budget the Welsh Government has to account for an annual 
adjustment based on the estimated level of future loan policy write-offs, for example 
because of death, students’ earnings not reaching the repayment threshold or loans not 
being fully repaid by the end of the repayment period. This adjustment also takes into 
account the interest subsidy on student loans – the difference between the market rate 
and the interest actually charged to students. We referred to that charge in our November 
2013 Higher Education Finances report as the ‘loan policy write-off’ charge, although it is 
referred to in the Welsh Government’s budget as the Resource Accounting and Budgeting 
(RAB) charge. 

Paragraphs 2.7 to 2.16 in our report related to the Welsh Government’s arrangements for 
monitoring forecast student finance income and expenditure and the associated risks. 
Paragraph 2.9 in our report noted that it is important that the Welsh Government has at its 
disposal in sufficient time the information needed to accurately estimate the amount of 
AME cover required to make student loan payments. Our report noted that there had 
been some difficulties in that regard in late 2012-13. On that occasion, the Welsh 
Government was able to negotiate a change to cover a prospective budget shortfall late in 

Reference PA85/hcj/mm 

Date 15 August 2014 

Pages 1 of 3 
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the budgetary process. In reporting on this issue, the Welsh Government’s internal 
auditors noted that that option was unlikely to be available in future and could result in 
serious consequences for Welsh Government budgets. 
 
We noted in our report that changes to the way in which the student loan book is valued 
and RAB charges calculated  – the adoption of a new model developed by the UK 
Government – were likely to necessitate a one off ‘stock-charge’ to the value of what had 
been estimated to be around £326 million. The Welsh Government had also estimated 
that the move to the new model could see RAB charges increase by around five per cent. 
Our report summarised briefly the consideration that the Welsh Government had given to 
other options for its future modelling of the loan book. In considering other options, which 
would themselves have been likely to result in an additional stock-charge, the Welsh 
Government had been mindful that the Treasury may have been less likely to cover that 
charge if the Welsh Government had not adopted the model in use elsewhere in the UK. 
Even when deciding, in September 2013, to adopt the UK-wide model, Treasury cover 
was not guaranteed. However, the Welsh Government considered it likely given that the 
Treasury had covered the equivalent charge when the same model was adopted in 
Scotland and Northern Ireland. 

In February 2014, the Welsh Government laid its 2nd Supplementary Budget Motion for 
2013-14. The explanatory note accompanying the budget motion pointed to various 
changes to the budget arising from the need to reflect the stock-charge and changes to 
the RAB charge rate. The supplementary budget pointed to the transfer in of £326,450k of 
non-fiscal resource from the Treasury to cover the stock-charge and an increase in the 
RAB charge rate. However, the Welsh Government’s consolidated accounts for 2013-14, 
laid on 30 July 2014, note the following with regard to the additional non-cash cover from 
the Treasury: 

Governance statement (page 24): “During the finalisation of the figures for the 2013-
14 financial year, it was reported that some data inputting errors had occurred. This 
resulted in a shortfall of £25.6m in non-cash provision because the error was 
identified too late to bid for additional non-cash cover from Treasury. This has 
resulted in a breach of the Department for Education and Skills Ambit Resource Limit 
by £10.1m. This was an isolated administrative failure which does not give rise to any 
concerns about the underlying affordability of the student finance model. An 
investigation has been commissioned to ensure controls are strengthened to avoid a 
similar occurrence in future years.” 

Note 11 on financial assets (page 49): “The statistical model used has changed in the 
year resulting in a large one off adjustment to the value of the loans. This adjustment 
represents extra provision needed as over the past few years interest rate and 
earnings forecasts have been lower than expected. In addition, during the last quarter 
of 2013-14 an error was identified that created an additional write off of loans in year 
which resulted in a £25.6m over spend in non-cash within DfES. The error occurred 
post the supplementary budget and, therefore, although there were underspends 
elsewhere within Welsh Government, a transfer was not actioned and hence DfES 
exceeded its departmental ambit by £10.1m. A lessons learned exercise has been 
undertaken to prevent a similar error occurring in future.” 
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The Welsh Government noted in its governance statement that a further new model for 
the valuation of student loans is being worked on. The Welsh Government indicates that 
any new model will need to be fully tested and adapted for Welsh policies, such as the 
partial cancellation of maintenance loans, before any move to it this year.  The change to 
the new model could result in further stock-charges and changes to the RAB charge for 
which, again, the Welsh Government may need to seek cover from the Treasury. In 
January 2014, the Treasury updated Chapter 8 of its ‘Consolidated Budgeting Guidance 
from 2013-14’. The revised Chapter 8 reflects changes in the budgeting treatment of 
student loans. The Committee might wish to explore with Welsh Government officials the 
possible implications of these changes. 

I hope that this letter helps to clarify why, in the Auditor General’s previous letter, he noted 
that there were issues relating to the loan book that the Committee could explore with the 
Welsh Government as part of an evidence session on the consolidated accounts. The 
Welsh Government’s Department for Education and Skills has recognised that if forecasts 
for the student loan book are not accurate, this presents an on-going risk to the 
Department’s budget which could limit the Department’s ability to afford a higher demand 
on student finance or to fund other priorities.  

I apologise if my response, in the short discussion during the meeting on the 15 July, was 

insufficiently clear. Because you raised this issue as part of the Committee’s evidence 

session on 15 July, I am copying this letter to the Chair of the Committee and to the 

clerking team so that it can be used to inform any background briefing for the planned 

evidence session on the consolidated accounts. 

Yours sincerely 

 

Matthew Mortlock 

Director Performance Audit 

cc.  Darren Millar  (Chair of the Public Accounts Committee) 
Michael Kay  (Clerk to the Public Accounts Committee) 
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Mr Darren Millar AM 
Chair 
Public Accounts Committee 
National Assembly for Wales 
 
 
 
 
 
 
Dear Darren 
 
Covering Teachers’ Absence  
 
Thank you for your letter seeking further clarification in relation to the response that I 
provided to your report on Covering Teachers’ Absence. I will respond to each of the three 
recommendations you have highlighted in turn. 
 
 
 
Recommendation 1 
 
I note that the original recommendation in your report did not refer to monitoring expenditure 
on supply cover. This was in fact part of recommendation 13. However, I will deal with the 
response as it has been set out in your letter. 
 
As I stated in my original response, school governors and the headteacher are responsible 
for the deployment of staff to meet the needs of the school and monitoring absence data on 
a regular basis is a key element in meeting this requirement.  In practice, schools will be 
supported in this by local authorities in their capacity as employers. 
 

Eich cyf/Your ref  
Ein cyf/Our ref  

20 August 2014 
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Whilst the collection of additional data may have some value we also need to bear in mind 
the potential burdens on schools and local authorities of providing data centrally in addition 
to arrangements already in place. 
 
My officials will therefore work with schools, local authorities and consortia to identify what 
key information should be collected, by whom, and how it can be used by them to better 
manage teacher absence. However, in doing so, we will also consider how data can be 
collated nationally in a form that is useful and which avoids unnecessarily increasing 
burdens on schools and employers.   
 
As part of the annual review and challenge cycle which takes place with consortia, we will 
discuss the data that has been collected by the local authorities/consortia including trends 
and issues that have been highlighted by the data. These meetings will also allow us to 
work with the partners to identify examples of best practice as well as consider solutions to 
key areas of concern.  

 
Recommendation 3 

 
The Welsh Government has committed to issue guidance which will make clear to 
governors their right to ask headteachers for regular reports on absence issues. 
 
We have previously explained that certain governors such as the chair and members of 
committees dealing with staff disciplinary and dismissal matters, staff grievances, 
redundancies and capability issues have specific roles and responsibilities within those 
processes. Those governors and committees will be responsible for managing the HR 
process and seeking advice from local authorities/consortia on how best to deal with the 
issues raised. Given that these HR matters are invariably confidential it would not be 
appropriate for other governors to be involved and there would be no role for them to 
manage any staffing or HR process.   
 
The Committee may also wish to note that in accordance with the Government of 
Maintained Schools (Wales) Regulations 2005 governing bodies are required to review all 
policies, procedures and committee remits and terms of reference at least annually to 
ensure they are kept up to date and to identify membership of committees that deal with 
these matters – this includes HR policies and committee structures. Usually governors will 
be made aware of this as it will be on the agenda which is agreed between the chair of 
governors and headteacher.   
 
As regards delegation of functions there is also scope within the 2005 school governance 
regulations for governing bodies to delegate certain matters if they wish – it is up to them 
what they delegate and to whom. However, in our experience it would be most unusual for a 
school not to have a generic staffing/personnel committee to consider HR and staffing 
matters that fall outside of those previously mentioned, such as staffing structures, staff 
absences and staff requests for leave during term time etc. The chair of this committee will 
be the link with the governing body and as required in the 2005 governance regulations will 
have to report discussions and decisions on staffing and HR matters. The governing body 
could choose to delegate the generic functions of a staffing/personnel committee to a single 
governor, if they wished.  
 
Governors are volunteers and HR and staffing matters are a huge responsibility which is 
why these issues are normally delegated to committees rather than an individual governor. 
Given the complexity often involved in HR and staffing matters a single governor, in our 
view, would be unlikely to want to be responsible for dealing with such sensitive matters as 
they would not have the confidence, knowledge and experience. There are also risks in 
attaching such responsibilities to a single person. Pack Page 43



 
 
Recommendation 13. 
 
I note that this recommendation in your original report made no reference to monitoring 
learner progress and was primarily concerned with the cost of teacher absence which I have 
dealt with under recommendation 1 above.  
 
However, maintaining continuity of learning during staff absence is clearly a fundamental 
issue that should be at the forefront of schools’ thinking when they are managing absence 
and this will be an integral part of the actions we are taking in relation to your 
recommendation 7. My officials are drafting guidance on the effective management of cover 
in response to this recommendation. This guidance is being produced in conjunction with 
schools and local authorities to identify effective practice and will cover the following 
themes:  
 

 Roles and responsibilities of stakeholders  

 Effective management of cover 

 Mitigating the impact of teacher absence 

 Proactive management of teachers’ attendance and absence 

 Information and support to be provided to supply teachers and other staff providing cover 

 Performance management and professional development of staff.  

 Quality Assurance checklist for schools who use supply teachers from agencies and 
local authorities lists. 

 
 
I do not see it as part of the role of the Welsh Government to micro-manage schools as the 
responsibility for ensuring that learners make good progress sits squarely with schools 
themselves as reflected by the statutory duties placed on the Governing Body and the 
headteacher. I have put in place a National Model of Regional Working that integrates 
school improvement services to provide the appropriate degree of challenge and support for 
schools and Local Authorities continue to be responsible for the performance of their 
schools. Through the review and challenge arrangements that I referred to earlier I will 
expect to be provided with the necessary level of assurance that the interests of learners 
are being fully catered for. The guidance described above will assist them in this. 
 
I hope this addresses your concerns. 
 
 
Yours sincerely, 
 
 

 
Huw Lewis AC / AM 

Y Gweinidog Addysg a Sgiliau 
Minister for Education and Skills 
   

Pack Page 44



  

 

Pack Page 45



 

 

Bae Caerdydd 

Cardiff Bay 

CF99 1NA 

Clerc/Clerk: Claire Morris, Ffôn /Tel: 029 2089 8148        

E-bost /Email:enterprise.committee@wales.gov.uk     

 

 

Y Pwyllgor Menter a Busnes 

Enterprise and Business Committee 

 

 

 

 

 

  

 

 

 

 

 

Dear Darren 

 

Auditor General for Wales Report: Young people not in education, 

employment or training 

 

Thank you for your letter of 21 July 2014, and for keeping us up to date on 

your Committee’s consideration of the Auditor General’s recent report on 

Young People not in education, employment or training. 

 

As part of our forward work planning, the Enterprise and Business 

Committee has agreed to undertake a short policy inquiry in November 

looking at “support to help young and older people into work”. We will agree 

the exact scoping of this inquiry in September but we will be talking to 

young people who are not in education, employment or training and looking 

at the barriers that they encounter. The Auditor General’s report will be a 

useful source of information for us and I am interested in your Committee’s 

views on the subject. Likewise, I will keep your Committee updated on my 

Committee’s inquiry and progress.  

 

 

Yours sincerely 

 

 

 

 

 

William Graham AM 

Chair, Enterprise and Business Committee 

Darren Millar AM 

Chair 

Public Accounts Committee 

National Assembly for Wales 

Cardiff Bay CF99 1NA 

 

25 July 2014 
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Owen Evans 
Cyfarwyddwr Cyffredinol •  Director General  
 
Yr Adran Addysg a Sgiliau 
Department for Education and Skills 
  

 

 

 
Parc Cathays ● Cathays Park 

Caerdydd ● Cardiff 
CF10 3NQ  

 
Ffôn  ● Tel 02920 825381 

owen.evans3@wales.gsi.gov.uk 
Gwefan ● website: www.wales.gov.uk 

 

 
 
Mr Darren Millar AM 
Chair to the Public Accounts Committee 
National Assembly for Wales 
Cardiff Bay 
Cardiff 
CF99 1NA 

18 August 2014 
                                                                      
 
 
Dear Darren 
 
Auditor General for Wales Report: Young people not in employment, education or 
training 
 
In response to your letter of 21 July 2014, please find attached at annex A, a Welsh 
Government response to the Auditor General for Wales Report Young people not in 
employment, education or training. 
 
 
 
 
                                                                                                                           
Yours sincerely  
 
 

   
 
pp 
Owen Evans 
Director General 
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Annex A 
 

Welsh Government’s response to the recommendations 
 
To better understand expenditure on the services required to deliver the Framework 
R1 We estimate that the combined value of Welsh Government and European spending 
associated with reducing the number of young people who are NEET was in the region of 
£200 million in 2012-13. The Welsh Government did not systematically assess the cost of 
the provision that would be needed to support implementing the Framework at the outset 
but believes it can achieve its objectives by re-focusing existing expenditure on young 
people and employment support and implementing best practice. To better understand the 
effectiveness and value for money of its expenditure, the Welsh Government should: 
 
a by October 2015, map and review, with partners, the expenditure on services to deliver 
the Framework to be able to make judgements about the cost effectiveness of this 
expenditure; and 
b review whether adjustments are needed between funding streams to better support the 
effective delivery of the Framework 
 
Accept in Principle 
There have been several attempts in the past to try and review the amount of 
expenditure on reducing the number of young people who are NEET.  Many of the 
programmes identified within the WAO report, whilst contributing to support for 
young people, were not set up specifically for the purpose of reducing the numbers 
of young people who are NEET, and have a broader purpose (for example Careers 
Wales is funded to provide Careers Advice and Guidance to all young people, their 
work will support those young people at risk of becoming NEET, but it is not their 
only purpose).  The programmes highlighted within the WAO report cover such a 
broad range of activity that a wholesale systematic assessment of value for money 
for the purpose of identifying their individual impact on preventing a young person 
becoming NEET is not possible as a comparative judgement. The needs of this 
diverse group of young people often require a response that is based on a range of 
interventions, depending on individual need, and the mix of support for one 
individual may well not have the same impact for another. 
 
The purpose of the Framework is to provide a systematic mechanism for local 
authorities to identify those in need of support, to establish the support available, 
and then to track the progress of young people as they make the transition from 
education into further education or employment.  There is a requirement for local 
authorities to map provision available within their local area, and determine any 
potential gaps or duplication, which will enable them to better plan and deliver 
support services. Within this context, Welsh Government, and other stakeholders will 
be informed by the findings and can plan and contract for appropriate provision to 
meet such needs through their own programmes (an example of this is the current 
review of Traineeship provision which is being informed by findings from local 
authorities to availability of provision locally to meet the needs of young people in 
their area). 
 
Provision mapping will enable us to have a more cohesive view of provision across 
Wales. It will also help determine the type of provision that delivers the most effective 
outcome for young people. 
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The Welsh Government through its Youth Engagement and Progression Framework 
is providing the structure which will help local authorities to establish whether local 
and national provision is delivering effective outcomes and value for money through 
the measurement of reductions in numbers of young people NEET at a local level.  
The provision of statistics on a monthly basis to local authorities through Careers 
Wales enables progress to be monitored and tracked. 
 
 
To achieve its targets to reduce the proportion of 19-24 year olds who are NEET 
R2 The Welsh Government has set a target in its Tackling Poverty Action Plan 2012–2016 
to reduce the proportion of young people 19-24 years old who are NEET compared to the 
rest of the UK. The Framework focuses on 16-18 year olds and the Welsh Government 
believes that improving progression at this age will lead to improved outcomes later. 
However, work elsewhere has found that councils need to continue support for disengaged 
young people after the age of 18. We found that many councils are beginning to consider 
how the approach with 16-18 can be adapted for the greater number of 19-24 year olds who 
are NEET. This includes developing links with the Department for Work and Pensions 
locally, which plays a more important role with the age group. To achieve its targets to 
reduce the proportion of 19-24 year olds NEET, the Welsh Government should: 
 

a clarify its strategic approach to reducing disengagement among 19-24 year olds and how 
the Framework is intended to achieve its objective of a long term reduction in 
disengagement; 
 
Accept 
A key aspect in reducing disengagement relates to the transition point for young 
people from education into the labour market. DfES is working with DWP and Careers 
Wales to ensure appropriate data sharing and warm handover at this important point 
in the young person’s journey to work. This forms part of the work being undertaken 
through the joint Access to Employment Working group which is co-chaired by DfES 
and DWP. 
 
b work with councils beginning to develop their work with young people 19-24 to share 
emerging learning and good practice and ensure that councils’ work and planning aligns 
with national priorities and targets; 
 
Accept 
A number of best practice examples are emerging through local authorities across 
Wales. Our regional approach, which draws together the key players in the 
employment and skills arena across three ‘learning partnerships’ covering the whole 
of Wales, will be the vehicle for sharing this best practice, alongside the work of 
partners operating within the Framework. 
 
c review its expenditure on support for 19-24 year olds including the extent to which funding 
streams are co-ordinated and aligned with its priorities in order to assess if current funding 
is likely to achieve the Welsh Governments targets; 
 
Accept 
The Welsh Government’s approach to supporting the employment and skills agenda 
is clearly focussed on how best we can achieve maximum effect from the investment 
necessary across all relevant funding streams. This is articulated through the DfES 
Footprint for ESF delivery which was published in May 2014.  
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The DfES approach to employment and skills support aims to deliver a more 
integrated employment and skills offer from 2014 onwards. DfES will focus on 
providing leadership and direction, adopting more of a strategic commissioning role 
as opposed to a direct delivery role, with a view to creating a more coherent and 
integrated portfolio of programmes at national, regional and local level. Co-ordination 
of employment and skills delivery will be undertaken through an integrated portfolio 
of projects that respond to clearly identified and evidenced need and operate at a 
combination of national, regional and local levels with investment coming from a 
range of sources including structural funds, public and private investment.  
 
d examine the cost effectiveness of the measures currently in place; and 
 
Accept 
All ESF projects are monitored and evaluated, and performance information against 
specific targets is provided to WEFO directly from the project sponsors. Welsh 
Government also evaluates the performance of non-EU supported interventions. 
 
e build on its developing links with the UK Government’s Department of Work and Pensions 
in order to co-ordinate its provision with mandatory provision for longer term unemployed 
young people 
 
Accept 
The Welsh Government has an ongoing, close working relationship with DWP and 
local Jobcentre Plus. The recently established Access to Employment Working 
Group has a specific remit to ensure alignment of policy and practice between Welsh 
Government and national UK-wide schemes.  
 
 
To achieve long term improvements in outcomes for those currently most likely to be 
NEET 
R3 Young people who are NEET face a range of different barriers to participating in 
education, employment or training. Young people who are disabled, chronically ill, have 
special educational needs, attend poorly at school and attain poorly, as well those from 
some ethnic minority groups, are more likely to become NEET. Young parents have a high 
rate of disengagement. However the Welsh Government’s targets do not distinguish 
between those who are sustained or core NEET and those who are only temporarily out of 
education, employment or training despite these groups needing different policy responses. 
Focussing on young people who are sustained NEET will also result in the greatest savings 
to the public purse. There is a risk that the Welsh Government’s targets could be achieved 
without improving outcomes for who represent the greatest challenge. To avoid this risk, the 
Welsh 
Government should: 
 
a have greater clarity about its expectations of councils to focus on young people who are 
sustained NEET and incur the greatest cost to the public sector to avoid the risk that its 
targets are achieved without impacting on those furthest from the labour market; 
 
Accept 
Local authorities are charged with providing the support young people need to aid 
their progression through education and training into employment. This will be 
delivered through a systems based approach to early identification of need, co-
ordinated brokerage of support and tracking of the young person’s progress. 
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their approach to ensuring those young people with protected characteristics are 
given the right support.  
 
b discuss with councils their implementation plans with specific reference to the needs of 
young people at high risk of being NEET, including those young people with protected 
characteristics under the Single Equality Act and teenage parents; and 
 
Accept 
Welsh Government plan to analyse post 16 destinations and quarterly Careers Wales 
progression data as well as data on vulnerable groups such as Looked After Children 
(LAC), Care Leavers, Young Offenders and the links to Challenge Cymru schools. 
This data will be discussed with local authorities within their bi-annual reviews with 
Welsh Government to ensure local authorities are delivering the right support to 
these young people.  
 
c consider its arrangements for reporting outcomes for young people with protected 
characteristics and teenage parents as outlined in its 2012 Strategic Equality Plan. 
 
Accept in Principle 
Welsh Government will work with Careers Wales and the Framework evaluation 
contractors to identify data that will help monitor local authority activity to support 
the engagement and progression of underrepresented groups such as LAC and 
Young Offenders. If this data is available in the future, publication of such 
information would need to adhere to the National Statistician’s guidance around the 
confidentiality of official statistics, particularly in consideration of statistical 
disclosure issues at the local authority level. 
 
To ensure that Welsh Government, councils and their partners are working towards 
shared targets and objectives for reducing the number of young people who are 
NEET 
R4 Councillors and local government officials generally demonstrate a high level of 
commitment to reducing the number of young people who are NEET. There is a high level 
of understanding of the risk factors and the social costs of being NEET. However, we found 
that councils had not all developed targets for NEET against which their performance could 
be assessed. Where targets had been established, they did not always align with the Welsh 
Government’s targets. To establish targets and ensure that councils and partners can be 
held accountable for performance, the Welsh Government should: 
 
a do more to ensure that local and national measures and targets are more closely aligned 
by using the biannual meetings and the review of action plans to ensure that local objectives 
and targets reflect national priorities; 
 
Accept in Principle 
Currently the only data published by local authority area relates to 16 year olds who 
are NEET (compiled by Careers Wales, and used as comparative data across all Local 
Authorities). There is currently no published data that breaks down national (Wales 
level) figures for 16 -18 year olds, and 19 – 24 year old NEETs at a local authority 
level, therefore it is very difficult for individual authorities to adopt national targets as 
no baseline exists at a local level against which they can measure progress. Welsh 
Government is currently looking at widening the scope of the data that is available 
for 17 and 18 year olds, which will provide a more robust picture than just the 16 year 
old data. However, the local authority data will be derived in a different way to the 
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methodology for deriving the existing headline national estimate and therefore they 
will not be directly comparable.  
Through the bi-annual reviews with local authorities, Welsh Government will discuss 
the targets they have set for reducing NEET within their authority and we will use the 
post 16 destinations and quarterly Careers Wales tier progression data to discuss 
their progress.  
 
b encourage councils to develop SMART targets that demonstrate progress towards the 
goals and enable both the council and its delivery partners to be held to account for their 
performance; and 
 
Accept 
Welsh Government is currently looking at enhancing the Careers Wales destination 
data for 17 and 18 year olds, which will provide a more robust picture than just the 16 
year old cohort. Local authorities will then be able to review progress and set 
appropriate targets against their starting point.  
 
c assess the implications of changes in the delivery of education services following the Hill 
Review and potential changes in the delivery of public services following the report of the 
Commission on Public Service Governance and Delivery on the arrangements to implement 
its Framework. 
 
Accept 
We expect regional consortia (which has a narrow focus on school improvement) to 
align and integrate with the wider range of responsibilities and services delivered by 
local authorities including support for NEETS. We will ensure that consortia business 
plans evidence this integration when they are submitted to Welsh Government in 
March 2015. 
 
To evaluate the impact of the Framework and spread good practice 
R5 There has been a significant amount of research on the causes of young people 
becoming disengaged from education, employment or training. This has been summarised 
previously by the Welsh Government and we conclude that the Framework is based on this 
and evidence of approaches to reducing the number of 16-18 year olds who are NEET in 
two councils in Wales. However, the evidence is less clear on the effectiveness of particular 
interventions and, in particular, on the value for money of the large number of projects and 
programmes working with the young people who are NEET or at risk of becoming so. The 
Welsh Government has committed to evaluating the impact of the Framework and enabling 
shared learning, although there are a number of challenges to successfully evaluating its 
impact and establishing value for money. To provide evidence on the effectiveness of the 
Framework and its value for money, the Welsh Government should: 
 
a discuss plans for local evaluations of projects and programmes funded by councils and 
the third sector in their biannual meetings with the aim of comparable outcomes and outputs 
so that councils can assess the relative effectiveness of interventions with young people; 
 
Accept 
Welsh Government will discuss with local authorities what plans they have in place 
for evaluating projects and programmes. We will also explore through the evaluation 
of the Youth Engagement and Progression Framework any examples of good 
practice being demonstrated within local authorities for evaluating the effectiveness 
of the interventions for young people.  
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b develop a methodology for assessing the value for money of projects and programmes 
which councils and their partners can use in their own evaluations; 
 
Accept in Principle 
Welsh Government will explore the potential for doing this and the cost of developing 
such a model and its applicability across a range of projects and programmes. There 
is already guidance on carrying out evaluations available and we will hold workshop 
sessions with local authorities and partners, through the Regional Working Groups, 
to provide training on effective evaluation methodology.   
 
c agree with the Welsh European Funding Office (WEFO) and councils how individual 
services are evaluated and monitored in a manner that allows comparison between the 
interventions and enables the Welsh Government to make a judgement about value for 
money; and 
 
Accept in Principle 
All ESF projects are monitored and evaluated, and performance information against 
specific targets is provided to WEFO directly from the project sponsors. It is 
however, difficult to make comparisons between programmes as they are not all set 
up with the same purpose. It is often a range of interventions rather than one single 
intervention that will have an effect.  
 
d incorporate an assessment of the impact of the Framework on sub-groups of young 
people within the NEET population within monitoring data and any commissioned  
evaluations 
 
Accept 
Welsh Government will work with Careers Wales and the Framework evaluation 
contractors to identify what data is available for underrepresented groups such as 
Looked After Children (LAC), Care Leavers and Young Offenders and whether it can 
be assessed as part of the impact evaluation of the Framework. 
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Response of the Auditor General for Wales to the Environment & Sustainability Committee 

consultation on the general principles of the Well-being of Future Generations (Wales) Bill 

Summary 

1. I welcome the stated general purpose of the Act, i.e. that it is “to ensure that the governance 

arrangements of public bodies for improving the well-being of Wales take the needs of future 

generations into account”. This provides an opportunity to address issues raised in some of my 

reports, such as, Sustainable development and business decision making in the Welsh Assembly 

Government (2010), and in the Williams Commission report. I think the provision for a “common 

aim” (improving the economic, social and environmental well-being in accordance with the 

sustainable development principle) is appropriate, though I do think that the matters to be 

taken into account in applying the sustainable development principle should include living 

within environmental limits. I also think a more clearly principle-based approach, rather than 

one that is mixed with a goals and objectives approach, as set out in the Bill, would be more 

streamlined and probably more effective.  

2. I am disappointed that the Bill misses the opportunity to address some potential barriers to its 

implementation. These include omission of reform of the Local Government (Wales) Measure 

2009, which provides an improvement planning approach that is at odds with the Bill’s concept 

of sustainable development as the core principle for public bodies’ operations. Similarly, the lack 

of a specific review function for the Auditor General within the Bill will lead to an expectation 

gap in relation to review arrangements, which I believe will prove unhelpful to the achievement 

of the Bill’s purposes.   

How the Welsh Government should legislate to put sustainability and sustainable development at 

the heart of government and the wider public sector 

3. I think it is appropriate that the Welsh Government should seek legislation to put sustainable 

development at the heart of government and the wider public sector. That said, the principle-

based approach set out in the Welsh Government’s White Paper, A sustainable Wales: better 

choices for a better future (2012), rather than the goals and objectives approach, as set out in 

the Bill, would be both a more streamlined and probably more effective approach. I provide 

further detail on this point below. 

The general principles of the Well-being of Future Generations (Wales) Bill and the need for 

legislation in the following areas – 

-       The “common aim” and “sustainable development principle” established in the Bill and the 

“public bodies” specified 

4. The combination of the “common aim” (clause 2) and the “sustainable development principle” 

(clause 3) is, in my view, a well-considered and practical approach to establishing sustainable 

development as the central organising principle of the public sector in Wales. It resets the frame 

of reference for public administration in Wales. Given robust and proportionate 

implementation, this has the potential to have a positive impact on the quality of decision-

making and governance in the specified public bodies in Wales. 
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5. In 2005, the OECD stated that the effective implementation of sustainable development 

required, among other things, a common understanding of sustainable development. The 

“common aim” and the “sustainable development principle” should be conducive to 

establishing such a common understanding. 

6. To provide an effective and practical steer to influence decision making behaviour, it is helpful 

that the Bill sets out a limited number of matters to be taken into account so as to meet the 

sustainable development principle (clause 8(2)). However, I consider that a key matter that is 

missing is improving well-being within environmental limits.  

-       The approach to improving well-being, including setting of well-being goals, establishment of 

objectives by public bodies and the duties imposed on public bodies 

7. The Bill unhelpfully mixes a management by objectives approach with a principles- based 

approach. I recognise that setting national goals appears attractive and reflects the United 

Nations process of establishing Sustainable Development goals. Effective goal setting at a 

national level is very challenging. It raises the following particular risks: 

 the goals may not be effective drivers for the change that the Bill seeks to bring about, 

as public bodies may assign their existing activities under these goals, but 

 more specific goals amount to target setting, which can lead to the inefficiencies of 

micro-management and gaming (playing to the rules, but not actually achieving good 

outcomes)1.   

8. A key advantage of a principles-based approach is that it can be applied at all levels, and to a 

range of bodies, in a meaningful and proportionate way. It can be applied proportionately to key 

decisions, such as, corporate planning, budget setting and procurement. Such proportionate 

application can help minimise the risk of increased bureaucracy. Indeed, in my view the more 

clearly principles-based approach of the 2012 White Paper would have enabled public bodies 

(and their stakeholders) to apply the sustainable development principle to agreeing the 

outcomes that they seek, and to agreeing the way in which they seek to achieve those 

outcomes. I fear that, unfortunately, the combination of a prescribed objective-setting approach 

will engender more mechanistic behaviour, leading to the drawbacks identified above. 

9. While the criteria for selecting the goals, as set out in para 71 (page 18) of the Explanatory 

Memorandum, seem well-considered, it is not clear that the goals as set out in the Bill 

“collectively result in a sustainable Wales which respects environmental limits”. There is no 

mention of environmental limits in the goals or their descriptions. A wide range of international 

research2 notes that it is reference to environmental limits that distinguishes sustainable 

development from “business as usual”.  

 

                                                           
1
 See, for example, The nature of planning constraints, Report to the House of Commons Communities & Local 

Government Committee, University of Cambridge, March 2014. Also, Systematic side effects of over-
prescribing goal setting, Working Paper, Ordóñez et al, Harvard Business School, 2009. 
 
2
 For example, Governance for sustainable development: the challenge of adapting form to function, edited by 

William M. Lafferty, Edward Elgar, Cheltenham UK, 2004 
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-       The approach to measuring progress towards achieving well-being goals and reporting on 

progress 

10. I consider the Bill’s provisions for national indicators and an annual well-being report 

appropriate. Such indicators and reporting are important for increasing the ability of people and 

government to track progress, even if only in broad terms. It is, however, important to be 

realistic about these indicators: establishing useful and appropriate indicators is a difficult task, 

and the Bill’s provisions cannot in themselves guarantee their relevance, measurability and 

accuracy. It is encouraging to see that the Welsh Government has engaged with the Office of 

National Statistics and drawn upon international good practice to inform its approach.  

11. It is also important to bear in mind that the goals, as currently framed, cannot be achieved by 

the public sector alone. This is unavoidable. (Reframing them in terms of achievement by public 

sector alone would not be realistic or appropriate, as it would be unlikely to lead to goals that 

represent broad improvement of economic, social and environmental well-being.) Related to 

this, it is likely to be very difficult to disaggregate the public sector contribution from that of 

other sectors. Indicators can therefore generally only be used to track the progress of Wales, or, 

in some cases, parts of Wales. For the most part, it will not be possible to rely on indicators to 

assess the performance of particular public bodies in achieving goals.   

12.  I should at this point note that it is not necessary to have goals in order to have useful 

indicators. Indicators can be used to track progress towards desired outcomes without such 

outcomes being set as specific goals (or targets). As mentioned above, setting specific goals risks 

perverse behaviour, such as gaming, because of the particular emphasis on particular changes 

and the expectation that organisations are seen to contribute to those changes. Indicators can 

allow broad progress to be tracked with less risk of such perverse behaviour. 

-       The establishment of a Future Generations Commissioner for Wales, the Commissioner’s role, 

powers, responsibility, governance and accountability 

13. I supported the approach for establishing a Future Generations Commissioner as set out in the 

2012 White Paper. The approach proposed a role which combined a convening role across civil 

society, with communicating and building an understanding of what the application of the 

sustainable development principle means in practice, commissioning and drawing upon 

research and good practice from within and beyond Wales, providing support and advice, and 

providing a “state of the nation report”.  A Future Generations Commissioner undertaking this 

role would have provided valuable expertise on sustainable development for public bodies to 

draw upon.  As set out in the 2012 White Paper, the roles of the Future Generations 

Commissioner and the Auditor General were complementary in strengthening accountability for 

implementing the duty. 

14. As proposed in the Bill, the Future Generations Commissioner will have a role in monitoring and 

assessing the achievement of well-being objectives by the public bodies. This raises two 

problems: limited capacity and a conflict in roles. In terms of capacity, if the Commissioner has 

to devote resources to monitoring and assessing achievement, the Commissioner will have 

fewer resources to devote to promoting knowledge. The conflict of roles issue is that combining 

monitoring with promoting knowledge is likely to make public bodies less open to seeking 

advice and discussing problems with the Commissioner. Such a problem is evident from our own 

experience of developing materials for our Good Practice Exchange. Audited bodies are often 
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reluctant to discuss their experiences for fear of providing material that might be subject to 

public criticism. I am therefore concerned that the Commissioner’s ability to undertake an 

effective convening role, and so be the hub for expert knowledge in sustainable development, 

will be compromised by the procedural pressures of monitoring and assessing.  

15. However the role of the Commissioner is defined, it would be better if the Commissioner were 

appointed by the National Assembly, rather than the Welsh Government. Appointment by the 

National Assembly would give the Commissioner greater independence, and it would better 

convey the importance of the role.  

-       The establishment of statutory Public Services Boards, assessments of local Well-being and 

development/implementation of local well-being plans 

16. I welcome the Bill’s provision that the “local aim” of public service boards is to “improve the 

economic, social and environmental well-being” of their areas in accordance with the 

sustainable development principle and that public service boards are to contribute to the 

pursuit of the “common aim” (clause 34). The provisions concerning Public Service Boards are, 

however, very detailed, prescriptive and focused on process. Furthermore, they seem to 

indicate a heavy emphasis on the social aspect of the local and common aims at the expense of 

the economic and environmental aspects. Clause 36(3) exemplifies this. In listing seven specific 

social assessments that must be taken in to account in preparing assessments of local well-

being, the clause seems to be at odds with the balance of the “common aim”—there is no 

provision requiring account to be taken of assessments that are directly relevant to economic 

and environmental well-being. A more balanced and enabling approach would be to require the 

board to take account of a range of economic, social and environmental assessments, in a 

balanced and integrated manner. 

How effectively the Bill addresses Welsh international obligations in relation to sustainable 

development 

17. As I understand the situation, strictly speaking, Wales does not itself have international treaty or 

protocol obligations in relation to sustainable development. Such obligations fall to the UK 

Government, and accordingly the Welsh Government and other public bodies in the UK are 

required to comply with the Climate Change Act 2008, which is the UK Government’s principal 

means of meeting commitments agreed at the 1992 UN Conference on Environment and 

Development. Despite this, practically and more broadly, Wales clearly has its part to play in 

meeting generally accepted international obligations.  

18. The Bill goes some way towards an appropriate contribution. This is evident from the Bill’s 

definition of sustainable development being essentially the same as that produced by the World 

Commission on Sustainable Development. However, the absence of emphasis in the Bill on living 

within environmental limits undermines this contribution. This is because the consequences of 

not living with environmental limits have strong international implications.  

Any potential barriers to the implementation of these provisions and whether the Bill takes 

account of them 

19. As I noted in my response to the 2012 White Paper, the Local Government Measure (Wales) 

2009 places sustainability as one of seven “aspects of improvement”, and it places extensive 
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improvement planning and reporting duties on local authorities in terms of those seven 

principles. In effect, the 2009 Measure makes sustainable development one of seven competing 

priorities, which is incompatible with the Bill establishing sustainable development as the core  

principle for public bodies’ operations (see para 408 of the Explanatory Memorandum). This 

conflict between the two pieces of legislation is likely to lead to confusion in local government, 

and so the 2009 Measure will act as a barrier to implementation of the Bill. 

20. The 2009 Measure also places duties on the AGW to audit and assess authorities’ compliance 

with improvement planning and reporting duties. In my response to the 2012 White Paper, I 

suggested that it would be appropriate to reform the 2009 Measure so that it was made more 

compatible with sustainable development as the central organising principle. Among other 

things, reducing the extensive assessment requirements placed on the Auditor General by the 

2009 Measure and replacing them with a duty to undertake sustainable development 

examinations (such a duty was proposed in the White Paper) would mean that the Auditor 

General could appropriately focus on collaboration between authorities, rather than being tied 

to assessment of individual authorities. 

21. As noted above, the 2012 White Paper proposed “to place a duty on the AGW, to include an 

examination of how organisations have embedded sustainable development as their central 

organising principle in relation to the duty”. The Bill does not, however, place such a duty on the 

Auditor General, despite provision for such a duty being within the Assembly’s legislative 

competence. Para 390 of the Explanatory Memorandum inaccurately  (in effect) says that 

sections 17 and 61 of the Public Audit (Wales) Act 2004 mean that the “AGW is under a duty to 

consider the effectiveness and efficiency of the use of resources for the majority of bodies 

covered by the Bill in undertaking the FG Bill duties (amongst other functions) – namely the 

setting of well-being objectives and taking all reasonable steps to achieve the objectives in a 

manner consistent with the sustainable development principle – on an annual basis as an 

integral part of the audit of accounts.” 

22. I regret that I must advise the Committee that this is not correct. The duties in sections 17 and 

61 of the 2004 Act require the review of arrangements for securing value for money, not the 

testing of whether resource utilisation has itself proved, or not proved, effective. Furthermore, 

as section 17 of the 2004 Act only applies to local government bodies, and section 61 of the 

2004 Act only applies to NHS bodies, reliance on these sections would leave central government 

bodies (the Welsh Government and its sponsored bodies) without review. While sections 17 and 

61 of the 2004 Act are useful, they do not in themselves provide for the kind of review that the 

Welsh Government appears to consider they provide.  

23. My current study powers, particularly those under section 41 of the Public Audit (Wales) Act 

2004 and section 145A of the Government of Wales Act 1998, are capable (but potentially only 

on an occasional basis) of providing the kind of review that the Welsh Government has in mind. I 

say potentially only occasionally because such studies are at my discretion. While I might 

consider reviews of sustainable development progress important, my successor might not, and, 

in any event, such a review would need to be considered against other study topic areas. 

Furthermore, in deciding on what studies to undertake, I must also take account of the views of 

the Public Accounts Committee (or for local government studies, associations of authorities), 

and it is entirely possible that other studies would find greater support. As the Welsh 

Government does not have the power to insist that particular studies are undertaken, if it is 
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indeed the Welsh Government’s policy intent that such studies should be undertaken in future, 

then explicit provision for this should be made in the Bill.    

24. The absence of such specific provision for appropriate review means that review and scrutiny 

arrangements that are needed to help ensure successful implementation are not as strong as 

they could be. This omission is therefore another barrier to successful implementation.  

25. I would also note that the specified public bodies include the majority of those Welsh public 

bodies who would be expected to play a key role in respect of the Bill. However, the omission of 

any need for regard to the “common aim” or the sustainable development principle on the part 

of review bodies, such as Estyn and myself, would seem to be a potential weakness. Providing 

for the common aim and the sustainable development principle to apply to review bodies would 

help ensure that review functions give due consideration of whether other bodies are exercising 

their functions in accordance with the Bill.  

 

Whether there are any unintended consequences arising from the Bill 

 

26. The barriers identified under the previous question may be unintended consequences of the Bill 

as drafted. 

 

The financial implications of the Bill (as set out in Part 2 of the Explanatory Memorandum and 

Regulatory Impact Assessment, which estimates the costs and benefits of implementation of the 

Bill) 

 

27. I recognise that, as stated in para 326 of the Explanatory Memorandum, it is not possible to 

quantify the costs and benefits of the activities and changes that result from public bodies’ 

objectives, which are yet to be set. I do, however, consider that it is appropriate that the 

Explanatory Memorandum attempts to set out an indicative cost for the administrative activities 

that will result from the Bill, such as the setting of objectives, annual reporting against 

objectives, consequential additional audit work, the work of the Future Generations 

Commissioner and the work of Public Services Boards. 

28. The cost indications for such administrative arrangements appear, however, to be somewhat 

underestimated, for the following reasons: 

a. There appears to be no allowance for work that will be needed to make the change 

from existing corporate objective setting and reporting processes to objective setting 

and reporting in compliance with the Bill.  (For example, local authority costs for 

corporate objectives in 2015-16 in table 17 on page 91 (i.e. with the Bill in effect) are 

the same as those costs in table 14 (i.e. with no Bill).) At the very least, relevant staff of 

public bodies will need to undertake some additional work in the first two years so as to 

understand the new objective-setting and reporting requirements of the Bill. 

Furthermore, given the conflict between the seven aspects of improvement of Local 

Government (Wales) Measure 2009 and the Bill’s sustainable development principle, as 

noted in para 19 above, the staff of authorities will have to spend some time working 

through how these differing requirements can be reconciled (if indeed they can be). 

b. Throughout the Regulatory Impact Assessment, where the Government has sought to 

calculate costs based on time of staff and their salary (for example, table 3 on page 75), 

it appears that it has used gross salary costs but has not applied unavoidable oncosts, 
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such as National Insurance and employer pension contributions. If this is the case, then 

such cost indicators are understated by about 30 per cent.   

c. The local authority annual salary rates appear in many cases to be understated. For 

example, the annual director salary for a large local authority in table 3 on page 75 is 

given as £75,000. The pay policy statement 2014-15 for City & County of Cardiff, 

however, states that director salary from 1 April 2013 is £120,000, and that for the City 

& County of Swansea gives a scale of £95,000 to £110,000 from 1 April 2014. (The 

Memorandum says that table 3 also applies to Rhondda Cynon Taf, for which an 

equivalent pay policy statement is not available.) 

d. The extent of work required by some of the work processes that are identified seems 

underestimated. For example, para 464 of the Explanatory Memorandum states that 

Local Service Boards meet on average six times a year for two hours, but no time is 

taken into account for preparing for meetings or travel. The two hour average meeting 

duration also seems somewhat short. While I have not undertaken a review of the 

length of such meetings, I gather from general experience that they usually take about 

five or six hours. 

e. As mentioned in the Chair of the Wales Audit Office’s submission to the Committee, the 

cost estimate included for the Auditor General (for work in all sectors, not just local 

government) in the Explanatory Memorandum is not appropriate and is probably 

understated.  

f. Also as mentioned in the Chair of the Wales Audit Office’s submission (and above), the 

discrepancy between the Welsh Government’s expectation of the kind of review that 

can be provided within the Auditor General’s existing functions and other 

interpretations of those functions may cause debate about fees and other resourcing. 

Such debate will itself consume resources.  

 

29. I should make clear that my observations are based only on a reading of the Explanatory 

Memorandum, rather than an audit of the underlying working papers. (Such an audit would be 

possible, but would need to be arranged, including in terms of PAC views on such work and, in 

practical terms, administrative access arrangements with the Welsh Government during the 

legislative process.)   

 

The appropriateness of the powers in the Bill for Welsh Ministers to make subordinate legislation 

(as set out in Chapter 5 of Part 1 of the Explanatory Memorandum, which contains a table 

summarising the powers for Welsh Ministers to make subordinate legislation). 

30. Generally, the powers to make subordinate legislation seem appropriate to the content of the 

Bill. However, given the importance of the Future Generations report (clause 21), it would seem 

more appropriate for the provision for amending the definition of the reporting period to 

require affirmative procedure, so that such changes are approved in Plenary. 
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Annex: Other comments of the Auditor General for Wales on the Well-being 

of Future Generations (Wales) Bill and its Explanatory Memorandum 

 

The Bill 

Clauses 13 and 14, Annual reports by the Welsh Ministers and annual reports by other public 

bodies 

1. There is no provision in the Bill for any external review of annual reports so as to verify their 

accuracy. Without such review, bodies may publish annual reports that mislead the public 

and others. Such review appears to fall outside the Future Generations Commissioner’s 

duties, including the duty under clause 17(b) to “monitor and assess the extent to which 

well-being objectives set by public bodies are being met”. Such review also falls outside the 

Auditor General’s current duties. It would be open to the Auditor General to undertake 

reviews of annual reports under current Auditor General study powers, but, given competing 

demand for study resources, such work would not necessarily be of sufficient relative 

priority as to be selected for delivery. 

Clause 23, Joint working 

2. Clause 23 provides joint working provisions that apply where the Future Generations 

Commissioner intends to provide advice or assistance relating to a matter that is similar to 

the subject matter of a review by the Children’s Commissioner, the Older People’s 

Commissioner or the Welsh Language Commissioner. It may be appropriate to make similar 

provision in relation to matters that are subject to review by the Auditor General. 

Clauses 33(2)(c), 35(6)(c), 37(8)(c), 43(6)(c) and 44(5)(c) 

3. These provisions require a raft of documents concerning public services boards to be sent to 

the Auditor General: 

a) Local authority overview and scrutiny committee reports and recommendations 

with respect to the public services boards; 

b) Public services boards’ assessments of local well-being; 

c) Public services boards’ local well-being plans; 

d) Public services boards’ amended local well-being plans; 

e) Public services boards’ annual progress reports. 

 

4. While this material may be useful contextual information for the Auditor General’s studies 

and other work, as the Auditor General has no functions in respect of public services boards 

per se, it is not clear what specific purposes these requirements to send documents serve, 
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nor what the Auditor General would be expected to do with them. The absence of provision 

concerning what functions the Auditor General should undertake in relation to the 

documents raises the risk of a gap between the expectations of the Welsh Government (and 

perhaps others) and what the Auditor General provides.  

Clauses 37 and 44, publication of well-being plans and annual progress reports  

5. Clause 37 requires public services boards to publish their first well-being plans no later than 

one year after the next ordinary election (and clause 43 allows well-being plans to be 

amended at any time). Clause 44 requires public services boards to publish annual progress 

reports no later than one year after the publication of their well-being plans and 

subsequently no later than one year after the publication of the previous report. 

Consequently, well-being plans and progress reports for different public services boards will 

cover different 12 month periods, which will inhibit or prevent fair comparison between 

public services boards. Well-being plans and progress reports that do not align with financial 

year reporting risk not being regarded as part of mainstream business reporting. 

Para 5(3) of Schedule 2 (Future Generation Commissioner pension provision) 

6. Para 5(3)(b) of Sch 2 appears to either provide for the Welsh Ministers to pay pension 

contributions in respect of former Commissioners (instead of current Commissioners), or 

provision for the payment of pension contributions in respect of current Commissioners has 

been omitted.   

Para 9 of Schedule 2, Future Generations Commissioner’s staff 

7. Para 9(5) requires the Commissioner to obtain the approval of the Welsh Ministers for the 

numbers, terms and conditions, and payment of staff. The Commissioner would be more 

independent if his resourcing were instead subject directly to National Assembly oversight. 

Paras 11 and 16 of Schedule 2, Future Generations Commissioner complaints procedure and 

annual report 

8. It seems somewhat excessive for the Bill to prescribe that the Commissioner must establish 

complaints procedures (para 11). It seems excessively bureaucratic to require the 

Commissioner to summarise complaints in his annual report (para 16).   

 

The Explanatory Memorandum 

9. Para 316 – This refers to Auditor General’s reports in the public interest with regard to 

Caerphilly, Carmarthenshire and Pembrokeshire. It should be noted that these reports were 

from the appointed auditor and not the Auditor General.   
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Welsh Government’s response to the National Assembly for Wales’ Public 
Accounts Committee’s Interim Report on the Intra Wales - Cardiff to Anglesey - Air 
Service 
 
The intra-Wales air service provides valuable connectivity between north and south 
Wales, and makes a valuable contribution to our ambition to deliver an integrated public 
transport system that serves the interests of Wales.  
 
I welcome this report on the service and the Committee’s recognition that many of the 
concerns expressed within the report are  being addressed by the work being undertaken 
by the Welsh Government. This has been  dedicated to ensuring that the future air 
service will deliver improved service quality and value for money for the people of Wales.   
 
Work to award the next contract starting in December 2014 for this service is in hand and 
every effort will be taken to ensure that appropriate service providers in the sector have 
the opportunity to take part in the procurement exercise. Once in place, effective 
marketing of the services will be a vital component in our efforts to reverse the declining 
trend in patronage highlighted in this report.  
 
My detailed response to each of the recommendations made is as follows.   
 
Recommendation 1 The Committee recommends that the Welsh Government use 
an independent source to verify data on passenger numbers using the Air Service 
and that data on passenger numbers be published on a regular basis in the future. 
 

Accepted The Welsh Government will include a requirement in any future air 
service contract that passenger numbers are subject to an external and 
independent auditing process. Passenger numbers will be published by the Welsh 
Government on an annual  basis based on the reporting requirements included in 
the next contract.  
 
Cost implications This requirement will be included in the next contract, which will 
be subject to the Welsh Government’s competitive tendering processes to ensure 
value for money is achieved. At this stage in the process, the cost of this 
requirement is not known.  

 
Recommendation 2 We recommend that the Welsh Government monitor any future 
discrepancies between the data it is supplied with by the operating airline and the 
data reported by the Civil Aviation Authority.  
 

Accepted In addition to proposals for an independent audit of passenger 
numbers, data reported by the Civil Aviation Authority (CAA)  will be monitored to 
ensure that any discrepancies between the reporting sources that are identified 
are investigated within a reasonable timeframe.  
 
Cost implications It is expected that there will be no additional resource 
implications for the Welsh Government as this will be undertaken as part of the air 
service contract management function.    
 

Recommendation 3 While noting the recent increase in advance bookings, the 
Committee recommends that the Welsh Government commission independent 
research into the longer term trend, which shows a decline in passenger numbers.  
 

Accepted Prior to publication of the interim report, an independent consultancy 
firm was appointed to review the air service to inform the procurement action now Pack Page 64
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underway, which included an assessment of the long term trend of passenger 
numbers. We will continue to monitor usage of the air service for the remaining 
term of the existing contract and any future contract as part of our contract 
management responsibilities.  
 
Cost implications Consultants were appointed at a cost of £47,500 excluding VAT.  

 
Recommendation 4 The Committee recommends that the Welsh Government 
include an explicit requirement in any future tender, for a comprehensive 
marketing programme to be undertaken by the successful bidder. Evaluation of 
this marketing programme should be incorporated into the overall evaluation of 
the bids and specified in any subsequent contract.  
 

Accepted The Welsh Government will include a requirement in any future air 
service contract for a comprehensive marketing strategy. This will be assessed as 
part of the evaluation of bids undertaken as part of the contract award process. 
 
Cost implications The cost of marketing the air service will be included in the next 
contract which will be subject to the Welsh Government’s competitive tendering 
processes to ensure value for money is achieved. The scale of the marketing 
campaign proposed by prospective service providers to deliver the required 
improvements will determine the overall cost.  

 
Recommendation 5 The Committee recommends that information on passengers 
using the Air Service be collected to determine the reason for travel (e.g. business 
or leisure) and the sectors in which business passengers are employed and to 
what extent journeys are funded by the taxpayer. Such information should be 
published and collected on a regular basis.  
 

Accepted The Welsh Government will include a requirement in any future air 
service contract for a passenger survey to be conducted on a regular basis to 
collect information on journey purpose, sectors of employment and passenger 
satisfaction. It is expected that Information from the surveys will be published by 
the Welsh Government on a regular basis to be determined, but not less than 
annually. 
 
Cost implications The cost of undertaking customer surveys on the air service will 
be included in the next contract which will be subject to the Welsh Government’s 
competitive tendering processes to ensure value for money is achieved. The cost 
of the customer surveys to be undertaken will be proportionate to the overall cost 
of the service being provided.    

 
Recommendation 6 The Committee recommends that the Welsh Government 
makes public the full scope, content, methodology and timetable for the ARUP 
review. We further recommend that the findings of this review are published when 
available in order to satisfy the areas of concerns the Committee has around the 
information used to inform decisions on the future of the Air Service.  
 

Accepted in principle - The Welsh Government expects to publish summary 
findings of the review undertaken on the air service contract following completion 
of the current procurement exercise in December.  Information not suitable for 
publication under freedom of information legislation will not be published.   
 
Cost implications None identified  

 Pack Page 65



Recommendation 7 Given the concerns that have been expressed in relation to the 
potential for lack of clarity regarding liabilities under joint contract arrangements, 
the Committee recommends that the Welsh Government keep a watching brief of 
the investigation into the Cork air crash and reflect on the outcome in any future 
Air Service contract. 
 

Accepted The Welsh Government has considered liabilities under current contract 
arrangements and the recommendations from the final report of the Irish Air 
Accident Investigation Unit into the Cork air crash. Any lessons learned will be 
incorporated into any agreement reached for the award of the new contract for the 
service to start in December 2014. Procurement action and subsequent award of 
contract will be in line with the relevant EU regulations. 
 
Cost implications None identified  

 
Recommendation 8 The Committee recommends that, should the Welsh 
Government tender for a new Air Service, every possible step (such as pre-
consultation) be taken to increase the number of bidders for the contract without 
compromising the overall timetable ahead of the expiry of the current contract.  
 

Accepted. The invitation to tender for the new air service contract was published 
on 11 August and the closing date for bids to be returned is 10 October. Steps are 
being taken during this period to ensure that potential suppliers able to deliver the 
service are being made aware that the invitation to tender has been published so 
that they have the opportunity to take part in the procurement process.  
 
Cost implications No additional costs identified.   

 
Recommendation 9 The Committee recommends that, given the new flexibility 
under the Public Service Obligation rules, the Welsh Government explores 
possible options to maximise the benefits and opportunities presented by the Air 
Service in the future. 
 

Accepted The Welsh Government will explore and keep under review all 
opportunities to maximise the benefits of the service within the limitations imposed 
by Public Service Obligation rules.   
 
Cost implications No additional costs identified.   
 

 
 
 
 
Edwina Hart MBE CStJ AM 
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Dear Darren, 

INTRA WALES - CARDIFF TO ANGLESEY - AIR SERVICE 

The clerk’s letter of 2 September 2014 requested my advice on the Welsh Government 
response to the Committee’s recent interim report on the Intra-Wales – Cardiff to 
Anglesey – Air Service. The Welsh Government has indicated that it accepts eight of the 
nine recommendations in the Committee’s report and that it accepts in principle the 
remaining recommendation. 

Overall, the Welsh Government’s response appears satisfactory and, in its response to 
recommendation eight, the Welsh Government has provided further detail about the 
timetable for the procurement process for a new Air Service contract. However, the 
evidence that has informed the Welsh Government decision to continue with a new Air 
Service contract remains unclear at this stage. 

In accepting in principle recommendation six, the Welsh Government has indicated that it 
expects to publish summary findings of the review undertaken on the air service contract 
following completion of the current procurement exercise in December. The Welsh 
Government has indicated that information not suitable for publication under freedom of 
information legislation will not be published. Depending on the extent to which 
information is held back, the Committee might wish to reflect on its own power to call 

written evidence, as set out in the Government of Wales Act 2006. While not stated 
clearly in the Welsh Government response, I assume that the Welsh Government is also 
mindful, in the short-term, not to publish information that might unduly influence the 
procurement process. However, the Committee might reasonably question why such a 
concern would necessarily hold with regard to the terms of reference for the Arup review 
work, something that the Committee has sought previously.  

There are some other areas where the Welsh Government’s response could have 
provided further detail, for example regarding the options that are, in practice, being 
explored to maximise the benefits and opportunities of the Air Service in future 
(recommendation nine). However, the Welsh Government has confirmed its commitment 
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to exploring and keeping under review all possible opportunities within the limitations 
imposed by Public Service Obligation rules. Recommendation nine flowed from the 
Committee’s comments that consideration should be given to scheduling additional 
flights to additional locations during the day, although the Committee also commented on 
issues relating to the size of the aircraft and the use of RAF Valley as the destination 
airport in North Wales. The published contract notice for the new service states simply 

that ‘The Welsh Ministers are seeking to secure a new 4 year contract for the provision of 
a scheduled air service between north and south Wales. The service will provide at least 
two daily direct flights and will be operated as a Public Service Obligation (PSO) under 
European Union Regulations 1008/2008’. I have not seen the more detailed invitation to 
tender documentation prepared by the Welsh Government. 

The Committee indicated in its interim report that it was likely to return to this issue at a 
point when the Welsh Government’s intentions for the Air Service were clear and 
following the completion of any tendering process for a new Air Service contract. The 
Committee may wish to consider scheduling a short follow up evidence session with the 
Welsh Government later in the autumn term or in early 2015. Such a session could to 
pick up the issues that I have highlighted above while also seeking further evidence 
about how other Welsh Government commitments in response to the Committee’s 
recommendations have been taken forward in practice in any new contract. 

 

Yours sincerely, 

 

HUW VAUGHAN THOMAS 
AUDITOR GENERAL FOR WALES 

 

Pack Page 69


	Agenda
	2 Papers to note
	2.1 Unscheduled Care: Letter from the Minister for Health and Social Services (24 July 2014)
	2.2 Meeting the Financial Challenges Facing Local Government in Local Government: Letter from June Milligan (22 July 2014)
	WAO Report Meeting the Financial Challenges - PAC Request for Additional Information - Letter from June Milligan.docx

	2.3 Governance Arrangements at Betsi Cadwaladr University Health Board: Letter from Dr Peter Higson (29 July 2014)
	2.4 Memorandum for the Accounting Officer of the Office of Public Services Ombudsman for Wales (PSOW): Letter from the PSOW (4 August 2014)
	2.5 Grants Management in Wales: Letter from Sir Derek Jones (11 August 2014)
	2.6 Higher education finances: Letter from the Wales Audit Office to Mike Hedges AM (15 August 2014)
	2.7 Covering Teachers’ Absence: Letter from the Minister for Education and Skills (20 August 2014)
	3 Young people not in education, employment or training
	PAC(4)-22-14 p2_e

	4 The Well-being of Future Generations (Wales) Bill
	5 Intra-Wales - Cardiff to Anglesey - Air Service: Consideration of the Welsh Government's response
	PAC(4)-22-14 p5_e


