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Introduction

Welcome to the twelfth newsletter for finance practitioners and CIPFA members working in central government. This issue contains information about recent and forthcoming seminar events. There are synopses of recent talks on central government finance developments, including a recent one by the Treasury’s Ian Carruthers on the Whole of Government Accounts. Finally, there is some information about the Central Government Panel and about the Public Management and Policy Association (PMPA). 

SEMINAR/events ON CENTRAL GOVERNMENT FINANCE

CIPFA is planning a one-day seminar event devoted exclusively to Central Government Finance on 17 December 2003. The programme is expected to cover the financial aspects of procurement, procurement and PFI, excellence in financial management, resource accounting, whole of Government accounts, accounting, early accounts closure and an update session on central government finance. For further detail, or to book a place, please contact Alex Aarons, email alex.aarons@cipfa.org  

Some 90 delegates attended CIPFA’s recent seminar ‘Recent Developments in Central Government Finance’ earlier this year.  Topics covered included an overview of current issues in central government finance, early accounts closure, the implications of the Treasury’s revised ‘Green Book’, e-government services, resource accounting, corporate governance and a summary of the major accounting issues.  The event was chaired by Martin Sinclair, Assistant Auditor General at the National Audit Office and Chairman of CIPFA’s Central Government Panel. The tone of the seminar was set by Mal Singh of the Treasury in his opening address.  Mal summarised the agenda for central government finance as “to make financial management a risk-managed priority in departments”.  The main drivers for such an agenda are many: the next spending review, the agreement between the Prime Minister and the Chancellor of the Exchequer that there will be no “re-opening” of 2005/06, the need to slim down core information requirements, increased scrutiny and evidence base, Office of Government Commerce (OGC)’s work in developing a common accounting systems specification, the move to early closure of accounts, the revised ‘Green Book’, e-government services, progress on resource accounting and corporate governance.  Mal identified seven key steps for transforming the finance function: 

· Eliminate.

· Simplify.

· Standardise.

· Automate.

· Consolidate.

· Outsource (but this must represent Value for Money.

· Continuous improvement.

Indicators that the finance function has achieved a successful transformation would include:

· Balance sheet and cashflow information being provided monthly.

· Activity data being linked to future financial implications.

· Reports happening within 2-3 weeks of the month end.

· Draft financial statements being available within two months of the year-end.

· Internal and external performance reports being drawn from the latest financial data.

· Auditing completed within three months of the year-end.

· Seamless systems.

· A full range of planning and appraisal techniques being used.

· The right people with the right skills in the right posts.

· International benchmarking contributing to the evidence.

· Standards generally tighter, quality improved.

Liz Corrin, also from the Treasury, gave a presentation on the timetable issues and Treasury expectations and guidance for the early closure of accounts.  By 2005/06, each department will be expected to lay their accounts before the summer recess.  Senior management and Board members, the Audit Committee, operational groups, the central finance team and some third parties will all need to be involved.  The processes to be considered are:

· A continuous improvement in financial management.

· Monthly meetings to discuss financial performance.

· Examining the end to end process and identifying pressure points.

· Focusing on material balances and judgements.

· Gathering documentation during the year and ensuring its retention for audit purposes.

· Project planning – design and control of the process.

Regular contact with auditors is essential – not just at the year end.  Communication is most important.

Liz put forward the Treasury’s 10 tips for early accounts closure:

1
Prompt account production as a critical business process – support of AO and PFO.

2
Establish quarterly or monthly resource-based management accounts and proper systems to support them.

3
Implement detailed account compilation programme – and ensure planning extends to everyone involved, not just finance staff.

4
Prepare complete pro forma account before the year end, and discuss with auditors.

5
Utilise quarter 3, month 10 or month 11 close on which to base final accounts.

6
Consider staffing arrangements – key staff and continuity.

7
Skills of staff.

8
Focus on account production.

9
NAO progress meetings – issues, progress against timetable and review the process on completion.

10
Role and skills of the Audit Committee.

The Treasury perspective on early accounts closure was complemented by a user perspective from Christina Earls, Assistant Director of Finance at the Armed Forces Personnel Administration Agency of the Ministry of Defence.  Christina’s presentation focussed on demystifying the requirements of early closure.  The basics are to plan the timetable, prepare the groundwork, ready the team and to ensure that all procedures and systems are both sound and documented.  Christina emphasised the need for organisations to recognise the NAO as a friend rather than a foe.  She recommended asking the NAO whether it would be possible for them to do some of the work earlier in the year instead of post-year-end, arranging a couple of sessions on progress from last year’s accounts exercise, sharing the risk register and timetable with NAO, and above all, getting it right first time – consulting with the auditor before committing data to the accounts.

The Treasury’s revised ‘Green Book’ on appraisal and evaluation in central government contains a number of important changes and new guidance. Joe Grice’s session took delegates through the main issues. Joe emphasised that the status of the Green Book is one of “binding guidance” and all Accounting Offices should be aware of the changes. Organisations may depart from it, but should know why they are doing so if they do.  There are four main changes:

· Benefits Valuation – has a greater emphasis.

· Unbundling the discount rate – recognising and separating out the optimism bias (a tendency of project owners to be optimistic about a project).

· Proposed adjustments or differential fax liabilities.

· A recognition of distributed impacts.

David Watkins of the Treasury took delegates on a whistle stop tour of other major accounting issues in central government finance: the implications of the international convergence of accounting standards, super-RAM, and using resource accounts.  The developments in resource accounting were taken up by another speaker, Brian Grubb from the National Audit Office.  Considerable improvements in timeliness and in quality had been made in 2001/02.  Parliamentary supply limits now emphasize the importance of sound resource management and excess votes are an indicator of departmental progress.  Brian drew out the lessons of excess votes in 2001/02 and stressed that the NAO understand departments’ wishes for audit staff to be appropriately briefed, mechanisms for resolving material problems quickly – for which the NAO has an Audit Support Team, and a more risk-based approach to the audit.  The NAO will be working to meet these expectations – but progress is only achievable with mutual co-operation.

Paul Jackson of CIPFA’s e-government forum updated delegates on progress towards e-government: around three quarters of services now have information available online, a growing number of ‘transactional’ services are available and departments are reported to be ‘on track’ for the 2005 targets.  However, in international terms, the UK is behind in the Government use of networked PCs and the Internet.  Successful e-government is characterised by strong Government leadership and a focus on both back office integration and front office service delivery.  By 2005, annual savings from putting government services online will be around £289m but that is against a spend of £1.2bn.  It is likely to take 10 years before e-government will yield net savings.  Paul summarised the three focal areas for the short term as:

· Tackling the digital divide (especially regarding e-access and disabilities).

· Re-engineering public sector processes. 

· Rolling out broadband technology.

Keith Osbourn of the NAO updated delegates on current developments in corporate governance since the Enron collapse: the Smith Report on Audit Committees, the Higgs Report on Non-Executive Directors and the Swift Report on the Regulation of the Accounting Profession.  In the Central Government context, the structures and processes for decision-making, accountability, controls and behaviour at the top of organisations are equally important for public sector organisations. Corporate governance requirements reflect the Treasury’s consideration of how the combined code and Turnbull can be adapted to the central government sector.  Keith drew attention to the Audit Committee Handbook, now published in draft.

Whole of Government Accounts

Ian Carruthers of the Treasury addressed a recent meeting of CIPFA’s Public Finance and Management Board on recent developments in the Whole of Government Accounts (WGA). For those new to WGA, Ian defined the term.  WGA are:

· ‘Commercial-style’ consolidated accounts.

· Based on Generally Accepted Accounting Practice (GAAP).

· Covering the whole UK public sector

· central government

· local government

· public corporations.

· Required by the Government Resources and Accounts Act 2000.

The first dry run for first stage participating bodies (Central Government Accounts (CGA), ie Departments, non-departmental public bodies and some other accounts) has had several successful outcomes: the consolidation pack has worked well, the helpdesk has received positive feedback, good working relationships have been established and the quality of data submitted has been much better than expected.  There are, however, a number of lessons to be learnt from the first dry run:

· The importance of deadlines and earlier closing.

· Integrating WGA into the annual accounting cycle minimises effort and risks of errors.

· The importance of regular contact between Departments and their NDPBs.

· Pack completion/audit sign-off procedures.

· More work is needed on central funds inter-relationships and finalising accounting policies.

For 2003/04 and beyond, WGA is on track to publish Central Government Accounts (CGA) for 2003/04 and WGA for 2006/07.  HM Treasury is working on the Single Dark System Project, and CGA will be extended to WGA.  The likely revised timetable is now:

2004/05 First WGA Dry Run Year.

2005/06 Second Dry Run Year.

2006/07 Full, Audited WGA.

The introduction of WGA throws up a number of information needs, particularly for intra-WGA transactions.  Different approaches to these are being considered across the different sectors and territories.  In England, the office of the Deputy Prime Minister is reviewing data returns for the new Prudential regime (in local government) and will be gathering information for WGA using revised forms. The Department of Health will be using existing information flows for the health sector.  Wales will be producing Whole of Government of Wales Accounts from 2002/03.  The Scottish Executive is considering its approach to Local Government but this may well evolve as a similar one to that of the ODPM.

Further information on WGA and related issues is available on the WGA website at: www.wga.gov.uk The Treasury’s WGA team can be contacted at wga.team@hm-treasury.gov.uk 

CIPFA SPECTRUM

The second edition of CIPFA’s new publication ‘CIPFA Spectrum’ features an article on the Central Government Finance Professional by Martin Sinclair, Assistant Auditor General at the National Audit Office and Chairman of CIPFA’s Central Government Panel. Martin takes as his starting point that today’s senior finance professional needs to be an influential leader.  The success of the organisation, be it a department, NDPB or agency, depends on it.  The article highlights some valuable lessons to be learnt from central government experience in 2001/02 and sets out a number of forthcoming challenges that senior finance professionals will need to address.  Spectrum also includes an article by Jenny Carter, Project Director at the Accounting Standards Board, on Public Benefit Entities – Financial Reporting Principles and an International Public Sector Accounting Update by John Stanford, CIPFA’s Assistant Director Technical and International. 

Spectrum provides policy and technical perspectives on public services and technical issues and is available to all through the CIPFA website at www.cipfa.org.uk

CIPFA PUBLISHES GOOD PRACTICE GUIDE ON PUBLIC REPORTING

Interest in the standard and scope of public services is at an all-time high.  But are you achieving a meaningful dialogue with your clients and service users?

CIPFA has published a new guide, packed with ideas and advice to help you bridge the accountability gap.  Drawing on best practice standards from right across the public services and entries to the CIPFA/PricewaterhouseCoopers Public Reporting and Accountability Awards, it is a highly practical reference source.  Public Reporting & Accountability: A Good Practice Guide is available online from the CIPFA Shop at www.cipfa.org.uk

PUBLIC MANAGEMENT AND POLICY ASSOCIATION (PMPA)

The PMPA offers managers and policy makers a range of opportunities to keep in touch with and understand the wider cross-cutting developments in public policy making that affect the governance, general and financial management of public services. 

Opportunities include:

· Annual conference (this year’s took the form of a debate on whether the Government’s delivery agenda is working).

· A programme of early evening lectures and other events.

· Free personal subscription to a range of respected publications including the journal Public Money & Management and the association’s quarterly newsletter, Review.

Forthcoming themes for publications and lectures include:

· Public sector pay.

· Transport policy.

· Governance.

· Devolution and regionalisation.

To find out more

The PMPA is a national membership organisation managed and supported by CIPFA.  Members of CIPFA, ACCA and CIMA are entitled to join at a discounted annual rate of £65 (2002-03).

Further information on joining the PMPA is available from the PMPA website – www. pmpa.co.uk (which includes a downloadable application form) or from Sandra Harper at CIPFA, 3 Robert Street, London WC2N 6RL.  Tel: 020 7543 5679; fax 020 7543 5695; email sandra.harper@cipfa.org
CIPFA’s Central Government Panel

The Central Government Panel generally meets four times a year and is responsible for all financial management and policy issues that affect central government.  

The Central Government Panel’s current members are:

Martin Sinclair
National Audit (Chairman)
Office

Andy Anderson
Audit Scotland

Barry Atkinson

Independent

Brian Baverstock
Scottish Funding Councils for Further & Higher Education

Phil Butlin
Occupational Pensions Regulatory Authority

John Codling
Department for Work & Pensions

Paul Connew
KPMG

Alistair Cook
Passport & Records Agency 

Chris Cooper
Civil Service College

Heather Cousins
Northern Ireland Office

Christina Earls
Ministry of Defence

Steve Heminsley
Inland Revenue

Wil Huntley
The Environment Agency

Curtis Juman
Department of Trade and Industry

Lesley Lodge 
CIPFA
(Secretary)


Paul Simpson
Defence Estates Agency

Mal Singh
HM Treasury

Mike Suffield 
National Audit Office

Martin Veale
National Assembly for Wales

Chris Welford
Electoral Commission

Steve Will
National Air Traffic Services Ltd


Contacts and Useful Links

If you have any comments or suggestions regarding this Newsletter or the work of the Central Government Panel, please contact Lesley Lodge, Finance and Policy Manager, 3 Robert Street, London WC2N 6RL or email on lesley.lodge@cipfa.org
For further information on CIPFA’s activities, click onto the CIPFA’s website at www. cipfa.org.uk There is a separate section for the work of the Central Government Panel and for each of CIPFA’s other Panels and you can purchase CIPFA publications online.
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