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Dear Peredur

Travel and Subsistence Review

Further to our letter of 25" November 2021, we are now able to provide the further
detail promised on the actual costs and savings associated with the removal of
Travel Allowance from eligible staff from 2024-25 and the transitional impact of the
savings.

In January 2022, the Committee approved a Supplementary Estimate for 2021-22
providing additional resource funding of £1.48m which was the maximum that we
would have required to provide an upfront payment to all eligible staff with no
contribution being made from our core funding.

Following the successful completion of a staff consultation exercise, all staff were
issued with letters in February 2022 asking them to agree to new terms and
conditions, and which all staff have now agreed to. The letters also provided
eligible staff with the option to receive an up-front payment, continue to receive
Travel Allowance until March 2024 or, for our trainees and apprentices, to move
onto new benchmarked salary scales.

As a result of this exercise, 67% of eligible staff opted for an upfront payment at a
total cost of £1.086m in 2021-22 - £394,000 less than allowed for in the
Supplementary Estimate. In addition, Audit Wales were able to fund £378,000
from savings on other budgets hence utilising £708,000 of the additional funding
provided.

In our letter of 251" November, we set out 3 options for the return of this additional

funding:

. We could return the funding to WCF as an underspend in our 2022-23
accounts (both unused cash and resource savings);

. We could lay a Supplementary Estimate to return the full saving to WCF in
the year; or
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. We could lay a Supplementary Estimate and a revised Fee Scheme to share

the savings between WCF and fees.

As described when we met the Committee on 11" May 2022, we intend to reduce
our call on WCF in 2022-23 and 2023-24 by £354,000 to ‘repay’ the £708,000
funding utilised in 2021-22. We have submitted a Supplementary Estimate for
2022-23 accordingly and will reflect the balance in our Estimate for 2023-24 which

will be laid before the Committee this autumn.

Our Estimate for 2022-23, considered by the Committee on 10" November 2021
also provided £750,000 for movements in working capital in the year — including
the release of the provision for the upfront payment set aside in 2021-22. We are
reducing this requirement by £40,000 due to the lower than allowed for take up of

the upfront payment as set out below

Movements in working capital 2022-23

Approved Supplementary Net change
Estimate Estimate 2022- £°000
2022-23 23
£000 £000
Release of provision for upfront 1,480 1,086 (394)
payment
Available in-year funding for travel (746) (392) 354
allowance
Other movements in working 16 16 -
capital
Total movements in working 750 710 (40)
capital

From 2023-24, after allowing for a £900 salary uplift for all staff, as agreed in
compensation for the removal of the travel allowance, we estimate on-going
savings of £200,000 per year which will be reflected in future Estimates and Fee

Schemes.

Please do not hesitate to contact us if there is any further clarification we can

helpfully provide.

Yours sincerely

ﬁvk?;f% - %

LINDSAY FOYSTER ADRIAN CROMPTON

Chair, Wales Audit Office

Auditor General for Wales
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Introduction

1

For each financial year, the Wales Audit Office must submit an annual estimate of
its income and expenditure to the Finance Committee of the Senedd. The
responsible committee must examine that Estimate and lay it before the Senedd
after making any amendments that it considers appropriate.

The Estimate for the Wales Audit Office for 2022-23 was included in the Welsh
Government’s Annual Budget Motion under Standing Order 20.26 and was
approved in Plenary on 8 March 2022 following scrutiny by the Finance Committee.

The budget motion authorised the Wales Audit Office to retain £15.082 million of
accruing resources, generated through fees charged to audited bodies, and
supplied a further £8.608 million of other resources in support of our expenditure
plans for the year. Together, this £23.69 million is used to fund the costs of the
Wales Audit Office in delivering its duties under the Public Audit (Wales) Act 2013.

The Wales Audit Office now seeks to amend the approved Estimate for the year
ending 31 March 2023.

Reason for change

Changes to our travel and subsistence arrangements

5

On 21 January 2022, the Finance Committee considered a Supplementary
Estimate for 2021-22 to fund an upfront payment associated with the removal of a
contractual entitlement to Travel Allowance for staff who had been required to
travel across Wales to undertake their work.

Additional resource funding of £1.48 million was approved which allowed for all
eligible staff to receive an upfront payment of £7,000 (pro rata) in return for
relinquishing their entitlement to an annual Travel Allowance of £3,350 (pro rata)
from April 2022. Staff had alternative options of continuing to receive the allowance
until March 2024 or, for our trainees and apprentices, the option to move to a new,
benchmarked, salary scale with no allowance.

In the event, 67% of eligible staff took up the option of an upfront payment at a total
cost of £1.086 million of which Audit Wales was able to contribute £314,000 from
savings in other budget areas. As a result, £708,000 of the agreed additional
funding was utilised in the year.

The Wales Audit Office Board proposes to reduce its call on Welsh Consolidated
Fund (WCF) resource funding by £354,000 in 2022-23 and 2023-24 to offset the
additional funding utilised in the 2021-22 Supplementary Estimate. Ongoing
savings, estimated at £200,000 per year from 2024-25, will be reflected in future
Estimates and Fee Schemes.
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IFRS 16 implementation 2022

9

10

11

12

A new accounting standard, International Financial Reporting Standard 16 —
Leases (IFRS 16), had been due to take effect from the financial year 2020-21. A
decision was made by HM Treasury and the Financial Reporting Advisory Board
(FRAB) to defer the implementation of IFRS 16 until 1 April 2021. A further delay
was announced in November 2020, deferring the implementation until 1 April 2022.

IFRS 16 requires all leases to be accounted for on a consistent basis. Previously,
leases classified as ‘operating leases’ were not recognised and were reported ‘off-
balance sheet’. This change primarily affects the treatment of the leases of our
three offices at Cathedral Road, Cardiff, Penllergaer and Abergele, which are not
currently classified as assets and depreciated.

From 1 April 2022, the offices will need to be recognised as right-of-use assets and
depreciated over the future lease period. This change results in an increase to the
depreciation and interest finance charges in our budget — offset by a reduction in
the budget for lease payments. There will be no change in the amount of rent paid
to the landlords, however, the accounting presentation will be different. These
changes are for accounting purposes only and will not increase the cash
requirement from the Welsh Consolidated Fund.

Given the short amount of time remaining on our office leases, the net resource
impact for Audit Wales is negligible, requiring no adjustment to our overall resource
or cash budgets. For reporting purposes, the following adjustments will be made to
our asset-related budgets for the year.

Exhibit 1 — changes to budgets to reflect IFRS 16 requirements

Approved Estimate IFRS 16 Supplementary

2022-23 Adjustments Estimate 2022-23

£000 £000 £000

Lease rental 424 (424) _
payments

Depreciation 280 420 700

Interest charges - 4 4

Total 704 - 704

Net cash 424 - 424

requirement

Adjustments to resource budgets

13

As explained above, the Wales Audit Office is seeking to reduce its revenue
resources for 2022-23 by £354,000 and its net cash requirement by £394,000.
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14  The associated budget changes for 2022-23 are set out in Exhibit 2.

Exhibit 2: budget changes 2022-23

Approved Estimate Supplementary Revised Estimate

2022-23 Estimate 2022-23 2022-23

£000 £000 £000

Revenue resource 8,298 (354) 7,944
Capital resource 310 - 310
Accruing resources 15,082 - 15,082
Total expenditure 23,690 (354) 23,336
Net cash 9,078 (394) 8,684

requirement
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Appendix 1

Summary of the 2022-23 budget requirements for inclusion
in the Welsh Ministers’ Supplementary Budget Motion under
section 126 of the Government of Wales Act 2006

Under section 126 of the Government of Wales Act 2006 (the 2006 Act), Ministers may move a
Supplementary Budget Motion in the National Assembly to authorise the use of resources, retention of
income and drawings of cash from the Consolidated Fund for certain relevant persons, including the Wales
Audit Office.

In respect of the services and purposes of the Wales Audit Office in the year ending 31 March 2023,
the Budget Motion will authorise:

o the amount of resources to be used by the Wales Audit Office;

o the amount of resources accruing to the Wales Audit Office which may be retained (rather than paid
into the Consolidated Fund); and

o the amount which may be paid out of the Consolidated Fund to the Wales Audit Office.

These requirements, which due to the variability of income streams can only be estimates, are summarised
in Tables 1 and 2 below.

Table 1: summary of the estimated 2022-23 budget requirements

£000

Resources other than accruing resources for use by the Wales Audit
Office on the discharge of the statutory functions of the Wales Audit
Office, the Auditor General and local government appointed auditors,
and on the administration of the Wales Audit Office:

e Revenue 7,944
e Capital 310

Accruing resources from fees and charges for audit and related

services; other recoveries of costs associated with the functions of

the Auditor General; miscellaneous income from publications,

conferences and provision of administrative and professional and

technical services for use by the Wales Audit Office on related

services and the administration of the Wales Audit Office. 15,082

Net cash requirement from the Consolidated Fund to meet the net
amounts falling due for payment in the year by the Wales Audit
Office. 8,684
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Table 2: reconciliation of resource requirement to cash drawing requirement from the WCF

Approved Supplementary Net change
Estimate 2022-23  Estimate 2022-23 £000
£000 £000

Net request for resources — revenue and 8,608 8,254 (354)
capital
Non-cash adjustment — depreciation and (280) (704) (424)
interest charges
Lease rental payments - 424 424
Non-cash adjustment — movements in 750 710 (40)
working capital
Net cash requirement from the WCF to meet 9,078 8,684 (394)

the net amounts falling due for payment in
the year by the Wales Audit Office
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