Parliament Street

London SWI1P 3AG
HM Treasury Tel: 0171-270-4479

Fax: -270-
Jamie Mortimer ax: 0171-270-4311

Treasury Officer of Accounts

DAO(GEN) 10/96
18 June 1996

Dear Accounting Officer

PUBLIC ACCOUNTS COMMITTEE: CONCLUSIONS OF GENERAL
APPLICATION '

I circulated in DAO(GEN)4/95, dated 16 June 1995, details of PAC conclusions from the
1993-94 Session which were applicable beyond the departments covered by the report in
question but were not the subject of new central guidance,

2. Attached to this letter is a list of such conclusions of general application for the 1994-
95 Session. The list is annotated with a reference to, and the text of, the relevant paragraphs
of the Government reply. Departments should consider these conclusions and the reply, and
take any action which they judge appropriate. '

APPLICATION TO NON-DEPARTMENTAL PUBLIC BODIES

3. Where appropriate, departments should draw items to the attention of the senior full
time officials of non-departmental public bodies which they sponsor.

ENQUIRIES

4. Any enquiries should be addressed to John Breckenridge, telephone (GTN) 270 5361.
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JAMIE MORTIMER
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Parliament Street
London SW1P 3AG
Telephone 0171-270 4479

Fax 0171-270 5804

N o
HM Treasury

K J Brown Esgq

Clerk of the Committee of Public Accounts

Committee Office

House of Commons

London SW1A 0aA 15 May 1995

Neww e Bror

7TH PAC REPORT 1994-95: EXCESS VOTES

I am writing to provide details of the action which the Treasury
is taking in response to this report.

2. As you know, paragraph 10 of the report calls upon Treasury
to draw the Committee’s concerns -to the attention of the
departments concerned and, where .appropriate, to departments
more generally. Letters are accordingly being issued to the
three departments which incurred an Excess Vote in 1993-94. oOn
the general issue, Ian Thomson wrote to the Principal finance
Officers of all departments on 27 April 1994 (copy attached)
reminding them of the similar concerns expressed by the
Committee in its equivalent report of 1993-94 (11th report, HC
215), and drawing attention to the guidance on Excess votes in
Government Accounting. As an additional safeguard, we intend to
include a reference to the 7th report in the annual letter which
I send to departmental Accounting Officers at the end of each
Parliamentary session, listing the conclusions of general
application in the reports of that session which are not the
subject of existing or proposed central department guidance.

3. I am copying this letter and enclosure to the Comptroller

and Auditor Genera .
}-M ;.'.;uN—Q/,

Javw:c 1 e i

JAMIE MORTIMER
TREASURY OFFICER OF ACCOUNTS

Switchboard 0171270 5000 Fax 0171-270 5653 Telex 9413704
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Parliament Street

London SWIP 3AG

Telephone 071-270 4304

TOAFax  071-270 4311

HM Treasury

1an Thomson
Assistant Secretary

Mr A R Cruickshank
Principal Finance Officer
Ministry of Agriculture,
Fisheries and Food
Room 415
19-29 Woburn Place
London
WC1H OLU 27 April 1994
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PUBLIC ACCOUNTS COMMITTEE 11TH REPORT 1993-94: EXCESS VOTES

In its 1l1th report 1993-94 on Excess Votes during financial year
1992-93, the PAC looked to the Treasury to remind departments of
the Committee's concern regarding Excess Votes.

2. I attach a copy of the body of the report. - In paragraphs
4 and 5 the Committee emphasises that incurring an Excess Vote
always represents a failure of control and should never be
regarded as a routine or acceptable matter. Departments and other
bodies should plan and monitor in-year expenditure closely to
ensure that Estimates provision approved by the House.of Commons
is not exceeded. The Committee endorses the need for taut and
realistic estimating and regards it as unsatisfactory if Excess
Votes’ arise from inadequate forecasting, monitoring or reportlng
procedures.

3. Supplementary Estimates may be submitted for Parliamentary
approval where appropriate. Departments are reminded of the need
to submit drafts of any necessary Revised or Supplementary
Estimates to the Treasury in accordance with the  Treasury
Circulars issued by the Estimate Clerk.

4. The gqguidance on Excess Votes is Section 11.8 of Government
Accounting. In . particular, paragraph 11.8.4 emphasises the
serious view taken by . Parliament when departments incur such
excesses, since these strike at the root of Parliamentary control
of finance. Excesses on -cash limited Votes are particularly
serious, and are the subject of a report to the Chief Secretary.

Switchboard 071-270 5000 Fax 071-270 5653 Telex 9413704
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5. Departments should ensure where appropriate that this letter
is brought to the attention of their sponsor bodies.

6. Copies go to the Principal Finance Officers of all
departments and, for information to Steven Quinn (DFP, Northern
Ireland).

Ymm S M%

IAN THOMSON p

.
~



ELEVENTH REPORT

The Committee of Public Accounts has agreed to the followihg Report:
EXCESS VOTES

EXCESSES

1. During the year ended 31 March 1993, expenditure in excess of the grants
voted by Parliament was incurred as follows: '

Excess of
Expenditure - -
and/or deficiency Excess as  Amounts to be Amounts 1o be
of Appropriations a%of applied to voted as
in Aid Net Vote mect excess . supply grants
Class and Vote : (£) (€2) £)

CLASS 11

Vote 3 '

Ministry of Agriculture 512,291.78 05 38.855.92 473.435.86
Fisheries and Food:

Agricultural Support

and Animal Health

CLASS Vil

Vote 6

Department of National 1,397,968.40 0.7
Heritage: Royal Palaces, )
Historic Royal Palaces

Agency, royal parks,

historic buildings,

ancient monuments and

the national heritage

1,397,968.40

CLASS IX

Vote 3 . ,

Home Office Administration 2,667,000.00 02 2,666,000.00 1.000.00
Immigration and Police

Support Services, England

and Wales

CLASS X1V _
"Vote 1 .

Central Government 353.952,075.30 1.3 - 353.952,075.30
Administered Social . '

Security Benefits and

Other Payments

2. We note that the excess on Class VIII Vote 6 involved dvcrspehding of the
cash limit.

"3, We see no objection to the sums set out above being provided by Excess
Votes. However, because of the importance of sound Parliamentary control in this
area we have drawn attention to certain matters in the following paragraphs.

4. We emphasize that incurring an excess vote always represents a failure of
ontrol and should never be regarded by departments or the Treasury as a routine
or acceptable matter. The Supply Estimates approved by the House of Commons
are the basis of the statutory authority for the appropriation of funds and are a key
feature of Parliamentary control. The amounts voted are limits, not targets, Depart-
ments and other bodies have a duty to plan and monitor expenditure closely
throughout the year to ensure that approved grants are not exceeded, as an essential
feature of their own financial management and control. We expect the Treasury
regularly to remind departments of the importance of these matters, including the
need for submission of Supplementary Estimates for Parliamentary approval if
original grants are expected to be exceeded,

Sat
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ELEVENTH REPORT FROM

be watching future outturn with particular care.

5. We endorse the need for taut and realistic estimating and recognise that this
can in some circumstances increase the potential risk of overspend. But it is the
responsibility of departments successfully 1o manage these competing demands;
and careful monitoring of outturn and the use of Supplementary Estimates and the
agreed provisions for flexibility in the timing of Some year-end payments mean
that excess votes should always be avoided, except in wholly unusual circum-
stances. We regard it as unsatisfactory if excess votes arise from inadequate
forecasting, monitoring or reporting procedures. . ’

6. We have considered the Comptroller and Auditor General’s separate reports
on the excess votes in 1992-93 and make the following observations:

- Class lll, Vote 3: MAFF: Agricultural Support and Animal Health

This is the second year in succession in which there has been an excess on this
Vote due to inaccurate forecasting. We note that though the Ministry have been
making improvements to their forecasting, the further measures now promised will
not become fully operational until 1995-96. We are concerned, therefore, abtgz’ .
the effectiveness of control in the interim, and we expect the Ministry to maintai

a very close oversight of outturn so as to avoid excess votes in the years concerned.

Class VIII, Vote 6: Department of National Heritage: Royal Palaces, Royal Parks,
etc. .

We note that the Historic Royal Palaces Agency first forecast a very large increase
in their original estimates of visitor numbers and then a sharp reduction to a figure _
closer to their original estimate. We are concerned that the arrangement under
which the Agency loses any income beyond that included in the Estimate may
discourage the forecasting of income with due care. We also regard it as unsatis-
factory that—given typical pattems of expenditure on works projects—the
Department failed to foresee the end-of-year rush to clear invoices by the Property
Services Agency which resulted in 60 per cent of the year's invoices being paid
in the last two months of the financial year. We note, however, that improvements
have been introduced on forecasting and monitoring of income and on-contractual
arrangements for works services.

Class IX, Vote 3: Home Office Administration etc.

This excess arose because the Home Office did not specify the proper ambit of the
vote. Whilst we recognise the risk of simple oversight in technical matters such as
this, we note that the Home Office failed to correct their original mistake by
obtaining appropriate authority for the expenditure in the subsequent Supplemen-
tary Estimate which increased the provision for payments to the Department of

~ National Heritage.

Class X1V, Vote 1: Central Government Administered Social Security Benefits and
Other Payments '

We recognise the difficulties associated with accurately estimating expenditure on
demand-led benefits. We are nevertheless concerned at the serious errors in fore-
casting the 1992-93 outturn. Overspending on certain benefits contributed to an
overall gross excess of £550 million whilst underspending on other benefits
amounted to £212 million, resulting in a net overspend of £338 million. There
were continuing adjustments to the Department’s statistical methods for appor-
tioning expenditure, and we note too the shortfall in receipts arising from a
computer programming fault. We have stressed in previous reports the importance
of strengthening the Department’s procedures to provide more accurate forecasts
which are free from avoidable error. We expect the Department to make further
cfforts to improve their forecasting and monitoring procedures in this area of
massive public expenditure where effective control is at a premium; and we shall

7. We cx'bcct the Treasury to draw these concemns to the attention of the
departments and other bodies concerned and, where appropriate, to departments
more generally. :



