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1. I understand that Mr Hennessy will probably run a piece
in tomorrow's paper on Sir Derek Rayner's letter of 10 March
to Sir Anthony Rawlinson (HU Treasury) on the Role of the
Comptroller and Auditor General, which has just been published
in evidence by the PAC. (It was copied at the time to the
Prime Minister, Chancellor and CST.

2. I attach a copy of the letier, as conveyed slightly edited,
via the Treasury, to the Clerk of the Committee. This was in
resEonse to a request from her that Sir Derek Rayner should give
oral evidence on the future of the E&AD, including that of the

C&AG, which we resisted on the grounds that he was not an expert
in that field.

3. The article may make some'play with Sir Derek Rayner's view
(para. 11c and d) that the C&AG should be specifically appointed

and tasked by the House of Commons.

c:j;

C PRIESTLEY
25 November 1980
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10 March 1980

Sir Anthony Rewlinson KCB
Treasury

Parliament Street

London
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THE ROLE OF THF COMPTROLLER AND AUDITOR GENERAL

Thank you for Kgur letter of 22 Febru and for the enclosed draft

Green Paper, which I found a most readable and interesting document.
I should like to make the following comments, some on the text as a
draft, some on the issues. -

General

2. The draft says nothing about the numbers or professional
training of EAD staff or about the coverage of their work, eg about.
how much time they spend on the basic, financial and regularity audit
of departmental accounts, on examining the efficiency and economy with
which funds are spent and on investigating the effectiveness of
Erogrammes and projects in meetinﬁ established policy goals. That

eaves me with no real Erasg of the nature of the instrument the
aper is addressing - who the staff are, where they are or what they
o. It is therefore hard to apply oneself authori%atively to the
first question raised in aragrapg 5, mainly "What kinds of audit
should "the C & AG undertake?".

3. ﬂg_second oint follows on: what are the effects of traditional
EAD audit and the extension "in approgriate cases into effectiveness
audit" (par ¥h 11)?_ I am feeli or the kind of results
produced, bo%h or Parliament and the public service, of conventional
and newer audit in terms of the practices and behaviours of
institutions on the one hand and of actual benefits in particular
cases on the other. For example, are Ministers satisfied that_the

C & AG's audit function is groducing institutional and particular
results worth having? Are there practical examples one can quote in
explanation of the "further extension of VFM audit" in

aragraphs 11 and 16, for instance? And what view does the Treasury

take, in the light of recent practice, for the correct balance of
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effort as between basic, VFM and effectiveness audits (see
paragraphs 18 and 20)%

4. A related point to which I attach great importance is the way
in which the auditor presents himself and is perceived. In our
business, I regard our auditoms as allieg, very mich part of the team,
It is a pity if the auditors in Government are regarded as unfriendly
but if their skill lies only or mainly in playing a checking role
they are bound to_be seen so. To my mind it is a great waste of an
important natinnal asset if the EAD is always used by Parliament as
a witness for the prosecution. Nor do I believe that Parliament can
make sound judgements on the behaviour of the Executive if all the
evidence it receives is of failure or rule-breaking. I would like
to see FAD bringing examples of good management as well as bad :
before Parliament. This would help produce a much needed change in
the climate of opinion in Westminster and in Whitehall. But
obviously this depends on EAD having staff who know good management

when they see it.

9. ~Thirdly, I am struck by the draft's references to lack of or
limitation on definition, a5 in paragraphs 12 and 20. I have some
sympathy with the traditional British virtue of avoiding beinﬁi
explicit in defining powers and relationships, but I should think
there would be substantial merit if the FAD Acts are to be revised

in indicating with reasonable precision how the C & AG and his staff
are expected to spend their time, and what skills they should develop.
In the case of paragraphs 20 and 21, I do not see how the C & AG can
do good work on the adequacy of departmental systems without also
doing some independent work’ on the effectiveness and value of

' particular policy instruments, because systems have to be tested Ey
reference to_examples of the work they are supposed to control. Nor
do I see, under existing arrangements” for supporting Select Committees
where they can look for independent Erofesslonal assessments of
policy instruments unless to the C & AG.

6. I therefore aﬁplaud the idea (paragraph 24) that the C & AG's
power to audit particular bodies should be E;ovided for "by statute
wherever practicable", provided of course that this does not exclude
important classes of or particular institutions from examination.

Range of the C & AG's audit

7. While I take the goint that Ministers' technical responsibility
for public funds transferred to companies does not extend beyond maki
the ga ent provided for by Parliament (paragraph 30), I think it
would be worth stating here how the taxpayer is assured that his tax
pound has been properly and effectively spent. Similarly, at the end
of paragraph 31, it would be helpful 1o establish who decides whether
the Cy& AG's audit and inspection should be extended to a particular
"public funded body".
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C.. Who fills the post of/appoints the C & AG (paragraph 61)?
My first impression is that who appoints and paye the C & AG
mst be assumed to have some hold over him, howeveritenuous,
and I would not myself be all that strongli opgosed to_the idea
of C & AG being a servant of Parliament, Are the Speaker and
the Clerk of the House of Commons re ed as having insufficie
independence because they are servants of the House?

d. I do not see wﬁy it would be undesirable for the C2AG to
be directed by the House or a Select Committee to undertake
enquiries ( a:agrgfh 62). Parliament might make mistakes - we
aI% do = but_I would think it an important strengthening of its
capacity- to look after the taxpayer's pound.

Annex A

12. I note in para§ra h 3 the limitation on a propriation accounts

with which we are all Tamiliar. As you know, I am keen that Minister

should have an account of the value of assets in their keeping and

- that the Government should proiressively move away from the restricti
concept of an account of the £16w of receipts and” payments to that

of an account of stock as well @s Flow. i :

Secretary.

3. T am gggying this to the Prime Minister, the Chancellor of the
Exchequer the Chief




