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This Accounting Officer System Statement will be reviewed, as a minimum, on an
annual basis as part of the process to produce the Welsh Government’s Annual
Governance Statement (AGS).

In the event there are significant changes within the Welsh Government’s
accountability arrangements, the production of this statement will be updated and
published accordingly.
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1.2

2.1

2.2

2.3

Introduction

| am the Principal Accounting Officer for the Welsh Government. This system
statement summarises how | fulfil my responsibilities as an Accounting Officer
in accordance with the guidance set out in Managing Welsh Public Money and
within the responsibilities and controls set out in my delegated authority letter

from HM Treasury.

This system statement describes the accountability of all expenditure of public
money across the Welsh Government departments and arms-length bodies
that | am responsible for. It describes the systems which | apply through my
responsibilities as the Accounting Officer and ensures that public funds are
spent in accordance with regularity, propriety and achieve value for money.
This will continue to apply until a revised statement is published.

Accounting Officer Responsibilities

As Permanent Secretary, | was appointed by HM Treasury as the Principal
Accounting Officer (PAO) for the Welsh Ministers. This system statement
sets out all of the significant accountability relationships and processes within
the Welsh Government, making clear who is accountable for what at all levels
of the system.

The Welsh Senedd has the right to pass laws (known as Acts of Senedd
Cymru) in areas not reserved to the UK Parliament by the Government of
Wales Act (GOWA) 2006, as amended by the Wales Act 2017. The Welsh
Government has a responsibility for implementing most of the laws of the
Welsh Senedd.

The First Minister is accountable to the Senedd in respect of the policies,
actions and conduct of the Welsh Government. As Principal Accounting
Officer | am accountable to the First Minister and it is from him | derive my
authority. This authority includes, Principal Adviser to the First Minister and
his Cabinet and Head of the Welsh Government Civil Service. | am also
Principal Accounting Officer with responsibility to ensure that the Welsh
Government’s money and resources are used effectively and properly and for
ensuring the effectiveness of the governance framework, including the system
of internal control. Under the terms of my appointment by Cabinet Office, my
formal line management arrangement is to the Head of the UK Civil Service,
who prepares my annual performance report with input from the First Minister,
the Welsh Government Non-Executive Directors and an element of 360
degree feedback. | agree my priorities and focus with the First Minister.
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2.4

2.5

2.6

2.7

As Principal Accounting Officer, | am personally responsible for safeguarding
the public funds for which | have been given charge under GOWA 2006
section 133. Where | have appointed Additional Accounting Officers under
section 133 (2) of GOWA 2006 as Additional Accounting Officers, their
responsibilities are also set out in this System Statement.

| also designate the Chief Executive of the NHS as Accounting Officer of the
National Health Service in Wales. The work of Local Health Boards in Wales
is governed by a separate authority and the Chief Executives of each of the
Local Health Boards are appointed Accountable Officers by the Chief
Executive of the NHS Wales. These appointments do not detract from my
overall responsibility for the Welsh Government Accounts.

This Statement covers the Welsh Government, its arms-length bodies and
other arms-length relationships. It describes accountability for all expenditure
of public money authorised by the Senedd for use by Welsh Ministers, all
public money raised as income and publically owned assets for which | have
responsibility, and for payments into and out of the Welsh Consolidated Fund.

This System Statement helps me ensure | am fulfilling my responsibilities as
an Accounting Officer, in accordance with the Memorandum for the Principal
Accounting Officer for the Welsh Ministers, the guidance set out in Managing
Welsh Public Money and in the English equivalent document, Managing
Public Money.

Andrew Goodall

Permanent Secretary to the Welsh Government
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3. Welsh Government Accountability and Governance
" DEPARTMENTS WELSH GOVERNMENT

PARTLY OWNED COMPANIES OTHER PUBLIC BODIES
COMPANIES

= Student Loans Co. Ltd
HEALTH Companies Owned by Welsh Ministers: « Estyn
« Independent Ground Water Complaints
- Careers Choices Dewis Gyrfa Ltd Administrator
(trading as Careers Wales) « Children's Commissioner for Wales
NHS BODIES » Design Commission for Wales Ltd « Welsh Language Commissioner
« Development Bank Wales
» Local Health Beards « Meat Promotion Wales Ltd « Older Pecple's Commissioner
+ Healthcare Inspectorate Wales « Industry Wales (Sector Development Wales « Future Generdtions Commissioher
+ NHS Trusts INVESTMENTS Partnership Ltd) « Network to Promote Linguistic Diversity
« Public Health Wales - Centre for Digital Public Services Ltd « Education Workforce Council
- International Convention . N
« Emergency Ambulance Centre Wales Limited = International Business Wales
Services Committee + Alrbus Group Endeavr Wales - Transport for Wales
- Digital Health and Care Wales - Wales Life Sciences Hub Ltd
« NHS Wales Shared Services = WGC Holdco Ltd
Partnership - Welsh Develcpment Management Ltd
+ Welsh Health Specialised - Regeneration Investment for Wales LLP
Services Committee - National Academy for Educctional Leadership
+ Mid Wales Healthcare - Cwmni Egino
Collaborative - Global Centre of Rail Excellence
+ South Wales Health
Collaborative Public Corporations
« Health Education and
Improvement Wales + Cardiff International Airport
» Finance Wales Investments Ltd (incl 1-11)

EXECUTIVE WGSBs ADVISORY WGSBs TRIBUNAL WGSBs

+ Arts Council of Wales +» Advisory Panel on Substance Misuse + Adjudication Panel Wales
+ Higher Education Funding Council » All Wales Medicines Strategy Group + Agricultural Land Tribunal (Wales)
for Wales « Independent Appeals Panel for Farmers « Mental Health Review
« Local Democracy and Boundary « Welsh Dental Committee Tribunal for Wales
Commission for Wales « Welsh Industrial Development « Registered Inspectors of Schools
« National Library Wales Advisery Board Appeals Tribunal (Wales)
« National Museum Wales » Welsh Medical Committee « Registered Nursery Education
« Natural Resources Wales « Welsh Nursing and Midwifery Inspectors Appeals Tribunal (Wales)
« Qualifications Wales Committee « Residential Property Tribunal for Wales
« Royal Commission on the Ancient « Welsh Optometric Committee « Special Educational Needs Tribunal
and Historical Menuments of Wales + Welsh Pharmaceutical Committee for Wales
+ Social Care Wales + Welsh Scientific Advisory Committee + Valuation Tribunal for Wales
+ Sports Wales + Welsh Therapies Advisory Committee + Welsh Language Tribunal
+ Independent Remuneration Panel
for Wales

GRANTS TO VOLUNTARY AND PRIVATE SECTOR
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The Government of Wales Acts

3.1

3.2

3.3

3.4

The Government of Wales Act 1998 provided for the establishment of the
National Assembly for Wales following the affirmative devolution referendum
in September 1997. The Act also provided for the transfer of almost all the
powers of the Secretary of State for Wales to the new Assembly.

The Government of Wales Act 2006 fulfiled HM Government’'s commitment to
move the Welsh devolution process forward. It has 2 key elements, which
were implemented in May 2007:

o Formal separation between the Senedd and the Welsh Government to
provide clarity of the respective remit and role of the legislature and the
executive, and to improve effective scrutiny; and

« Enhanced legislative powers for the Senedd through a new category of
legislation called Assembly Measures so that legislative priorities for
Wales are secured more quickly and easily than through provisions in bills
passed by Senedd.

The 2014 Wales Act devolved powers to legislate for Welsh taxes to replace
UK taxes for stamp duty and landfill. It also gave new borrowing powers to
Wales and provided for further taxes to be devolved at a later date.

The 2017 Wales Act includes:

e A declaration that the Welsh Senedd and the Welsh Government are
permanent parts of the UK’s constitutional and political landscape;

e Introduces a new model of devolution: a reserved powers model (similar to
that in place in Scotland);

e Gives the Welsh Ministers new powers in areas such as energy, planning,
roads and harbours;

e Gives the Senedd new powers over its own internal, organisational and
electoral arrangements; and

e Establishes the concept of Welsh tribunals and a President of Welsh
tribunals.

Well-being of Future Generations (Wales) Act

3.5

| am committed to supporting Welsh Ministers in discharging their duty to
promote sustainable development (Government of Wales Act 2006) and well-
being (Well-being of Future Generations Act (Wales) 2015). The Well-being of
Future Generations (Wales) Act 2015 is designed to make sustainable
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3.6

3.7

3.8

development the central organising principle of government and public bodies,
and it follows that the operation, governance and mechanics of Government,
and the advice and support provided by the Welsh civil service should
continually improve to respond to these requirements.

In early 2020 the Executive Committee discussed the internal barriers to
realising the benefits of the legislation. These covered aspects such as
improving joined up government; using the Future Trends Report as a
platform to build capacity for long-term thinking; embedding a preventative
approach beyond the budget; and how we can improve the capability of our
policy profession. We also acknowledged the importance for Welsh
Government to show visible leadership and improve how we communicate the
changes we are making. ExCo agreed to an updated strategic implementation
framework to better reflect and communicate the breadth and scope of the
WFG Act within Government.

This framework, importantly distinguishes:

e The role of Welsh Ministers in maximising Government’s contribution to
the well-being goals by setting and delivering well-being objectives;

e The role of the Civil Service in improving the support and advice to
Welsh Ministers by embedding the sustainable development principle
in how we work;

e Our role in enabling others to contribute to the achievement of the well-
being goals and implement the WFG Act; and,

e Our role in helping to understand Wales now and in the future through
work on the future trends report, national well-being indicators and
Annual Well-being of Wales report.

In January 2021 a paper was provided to the Public Accounts Committee
Inquiry into the Well-being of Future Generations (Wales) Act 2015. The paper
focuses on the actions | have taken as Permanent Secretary with the ExCo
and officials from across the Welsh Government. The PAC Report Delivering
for future generations: the story so far was published on 17 March 2021 and
debated on 24 March 2021. The Deputy Minister and Chief Whip wrote to the
Chair of the PAC stating that the Welsh Government would respond to the
report by the autumn.

Programme for Government (2021 — 2026)

3.9

The Programme for Government is our five year strategic plan for the Welsh
Government, setting out what Ministers want to deliver over the next term
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(2021- 2026). The programme sets out the ambitious and radical
commitments we will deliver over the next five years in order to tackle the
challenges that we face and improve the lives of people across Wales. Itis
founded on the distinctively Welsh values of community, equality and social
justice. It puts collaboration ahead of competition, showing how we will act to
maximise fairness for all and eliminate inequality at every level of society.

3.10 The Programme for Government also sets out the ten well-being objectives
that the government will use to maximise its contribution to Wales’ seven
long-term well-being goals and the steps we will take to deliver them. A Well-
being Statement has been published alongside the Programme for
Government setting out our well-being objectives in line with our statutory duty
under the Well-being of Future Generations (Wales) Act 2015 (the Act).

Funding

3.11 The Welsh Government receives the majority of funding, known as the ‘block
grant’, from HM Treasury and is set through UK Government Spending
Reviews and adjusted at UK Budgets.

3.12 The amount of the block grant is determined as part of the UK Government’s
Comprehensive Spending Review, in accordance with the policies set out in
HM Treasury’s “Statement of Funding Policy” for the devolved
administrations.

3.13 As a block grant, the funding allocated to Wales can be spent as the Welsh
Government sees fit; it is not tied to being spent on particular functions.
When the UK Government reviews its spending plans, changes in the
allocation to Wales are determined by changes in planned spending on
comparable services in UK Government departments. The actual change is
calculated using the population-based Barnett formula.

3.14 This means, Wales receives the amount allocated in the previous year, plus
or minus a population-based share of changes to comparable UK
Government spending for England. The Barnett formula operates an
incremental system, in that the allocation in one year is based on that in the
previous year.

3.15 Once the funding required to run the Wales Office (Office of the Secretary of
State for Wales) is taken, the rest of the block grant, together with the tax
receipts collected by the Welsh Revenue Authority (LTT and LDT) are then
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3.16

placed in the Welsh Consolidated Fund (WCF), which is essentially Wales’
devolved bank account. Welsh Rates of Income Tax (WRIT) are agreed with
the HM Treasury each year and paid into the WCF in the same way as the
block grant.

The procedures governing the Welsh Government budget process are set out
in the Senedd’s Standing Orders, in line with Section 125 of the Government
of Wales Act. The Government is required to move an annual budget motion
which authorises: use of resources; retention of income; and drawing of cash
from the Welsh Consolidated Fund. The Welsh Senedd Committees and
other interested parties then scrutinise and comment on the draft Budget
before it is finalised and approved by the Welsh Senedd in the annual Budget
motion. The Budget may be varied through a supplementary Budget motion
approved by the Welsh Senedd.
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The Welsh Government 1st supplementary budget for 2021-22 is:

1ST SUPPLEMENTARY BUDGET MAIN EXPENDITURE GROUP (MEG)

Components of the Welsh Government Budget

MAIN EXPENDITURE GROUP (MEG)

Resource and Capital (Excluding AME)

Health and Social Services

Finance and Local Government
Education and the Welsh Language
Climate Change

Economy

Rural Affairs

Social Justice

Central Services and Administration

Total Resource and Capital
(Excluding AME)

MAIN EXPENDITURE GROUP

Annually Managed Expenditure (AME)

Health and Social Services

Finance and Local Government
Education and the Welsh Language
Climate Change

Economy

Rural Affairs

Social Justice

Central Services and Administration

Total Annually Managed
Expenditure (AME)

TOTAL ALLOCATIONS TO WELSH
GOVERNMENT MEGs

Fiscal

9,170,141
4,518,207
1,667,854
859,104
458,263
330,145
103,299

293,028

17,400,041

Resource

Non-Fiscal

186,137
212
498,148
239,121
11,598
1,554
169

16,000

962,939

Resource
Total

9,356,278
4,518,419
2,166,002
1,098,225
469,861
341,699
103,468

309,028

18,362,980

Resource

148,403
721,500
-148,386
96,592
48,525
-00
27,915

3,000

897,549

19,260,529

2021-22

General

387,600
209,197
269,780
1,460,577
125,613
14,606
16,887

13,189

2,497,449

2021-22

Capital

Financial
Transactions

Capital
Total

387,600
209,197
271,748

1,534,887
125,998
14,606
20,363

13,189

2,577,588

Capital

-00
-00
968,961
-00
-00
-00
-00

-00

968,961

3,546,549

Total

9,743,878
4,727,616
2,437,750
2,633,112
595,859
356,305
123,831

322,217

20,940,568

TOTAL

148,403
721,500
820,575
96,592
48,525
-00
27,915

3,000

1,866,510

22,807,078

3.17 The Welsh Government, the Senedd Commission, Wales Audit Office and the

Public Services Ombudsman for Wales each receive allocations from the Welsh
Budget (Figure 2). A significant proportion of the Budget is allocated to the NHS
in Wales, local authorities, public bodies and Welsh Government sponsored
public bodies which the Welsh Government sponsor and fund. This is the money

used to provide public services in Wales.
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Secretary of State
for Wales

Welsh Block

Public Services

The Welsh The Senedd

Government Commission Ombudsman
for Wales
Figure 2
3.18 The Welsh Government is accountable to the Welsh Senedd for the way in which

it applies and manages the Budget. The Welsh Ministers are required to produce
accounts recording the financial affairs of the Welsh Government and payments
into and out of the Welsh Consolidated Fund. The Auditor General for Wales
reports on those accounts, and has a role in checking that expenditure has been
incurred lawfully, and checking that if funds were made available for a particular
purpose, they were in fact used for that purpose.

Welsh Taxes

3.19

3.20

3.21

3.22

The Wales Act 2014 and Wales Act 2017 devolved taxation and borrowing
powers to the Welsh Government and Welsh Senedd.

There are two fully devolved taxes: Land Transaction Tax (LTT) and Landfill
Disposals Tax (LDT). LTT and LDT were introduced on 1 April 2018, replacing
the UK taxes Stamp Duty Land Tax (SDLT) and Landfill Tax (LfT) in Wales. They
are fully devolved taxes, which means the Welsh Government has complete
control over their design. The Welsh Revenue Authority (WRA) was established
in October 2017 to collect these taxes.

The Welsh Rates of Income Tax (WRIT) was introduced on 6 April 2019, is
partially devolved to Wales, enabling Welsh Ministers to vary the rates paid by
Welsh basic, higher and additional rate taxpayers. Her Majesty's Revenue and
Customs (HMRC) retains responsibility for most aspects of the tax, including the
collection and administration, setting the personal allowance and income
thresholds, and taxing income from savings and dividends.

In return for the tax revenue generated by the Welsh taxes, the UK Government
has reduced the block grant funding it provides to Wales by an equivalent
amount. It is essential that Welsh taxes are operated efficiently and effectively, to

Page 9



Welsh Government Accounting Officer System Statement

generate the revenue needed to fund Wales' vital public services - such as
health, social services, education, and transport infrastructure.
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4. Responsibilities within the Core Groups

4.1  The Welsh Government is made up of six Groups headed by the Permanent
Secretary and Four Directors General who have been appointed Additional
Accounting Officers.

Permanent Secretarys
Group

« Welsh Treasury

«» Finance

« Governance and Performance
« Corporate Services

« Digital Data and Technology
+ Covid-19 Recovery & Restart

Office of the Education and Public Covid
First Minister Services Group Coordination

« Cabinet Division « Care Inspectorate Wales « Civil Contingences and National Security
« Cabinet Office » Communities and Tackling Poverty - Coronavirus Control Planning
« Communications « Education = Recovery and Restart Skills
« Constitutional, Justice and « Healthcare Inspectorate Wales - Community Safety
European Transition » Housing and Regeneration
« International Relations and Trade + Local Government
« Legal Services Department + Welsh Language Di
« Office of the First Minister
« Office of the Legislative Counsel
« Social Partnership and Fair Work
« Welsh European Funding Office
« Welsh Tribunals

Health and Social Economy, Skills and Natural
Services Group Resources Group

» Cafecass Cymru « Business and Regions
+» HSS Finance « Culture Sport and Tourism
« Mental Health, Vulnerable « Economic Infrastructure

Groups and NHS Governance « Climate Change, Energy and Planning
* Nursing « Environment and Marine
« Planning, Delivery and Performance « ESNR - Finance and Operations
= Population Health « Land, Nature and Food
« Primary Care and Health Science « Office of the Chief Scientific Advisor
- Social Services and Integration « Office of the Chief Veterinary Officer
« Technology, Digital and Transformation « Skills, Higher Education and
- Workforce and Corporate Business Lifelong Learning

« WG Commercial Procurement
Directorate
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Welsh Government Governance Structure

4.2. Within the Welsh Government, the governance framework comprises of the
processes and structures which inform, direct, manage and monitor the
activities of the Welsh Government towards the achievement of its objectives.

The Permanent Secretary

Principal Accounting Head of the Principle Advisor to
Officer WG Civil Service the FM

F Executive Committee The Board
Senior Leaders
Group

Legislative IALIIES CIE Audit & Risk .
P Corporate Remuneration
rogramme

Services Sub- ExCoyia Assur:?nce Committee
Board 5 Committee
Committee

Senior Civil Servants
engagement events
gag Post EU Permanent Epe Hss

A Secretary’s
s;urm;ce Delivery Group Group
oar Board ARAC ARAC

Let’s Talk Live all

staff Q&A
Paused
Cabinet NED
Assurance and scrutiny - Driving delivery of PG Chulln_ange Chulllenge
Sessions Sessions

Decision making - Communication

Figure 3
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Board & Committee Details

Principal Accounting
Officer

The Permanent Secretary is the PAO for the Welsh Ministers by virtue of
Section 129 (6) of the Government of Wales Act 2006. In addition the
PAO is accountable to the Welsh Ministers for the resources of the Welsh
Government and its Arms-Length Bodies (ALBS).

Additional Accounting
Officers

The PAO of the Welsh Government is granted powers under Section
133(2) of the Government of Wales Act to appoint Additional Accounting
Officers (AAOSs) as she chooses. Section 133 (3) of the 2006 Act allows
the PAO to specify the responsibilities of the Additional Accounting
Officers she appoints. The PAO has designated all Director Generals as
Additional Accounting Officers. Certain specific Directors are also
designated as AAOs to further clarify corporate governance and
accountability arrangements, both for the use of public funds and in
accounting to the Public Accounts Committee, these Director designations
are reviewed to ensure their ongoing relevance.

An AAOQ is also the senior sponsor for Welsh Government Sponsored
Bodies.

The Board

The Board consists of 16 members, both Non-Executives and Executives.
TUS representatives and Shadow Board members also attend as
participative observers. The Board supports, challenges and advises me
in taking key strategic decisions about how the Welsh Civil Service is
developed to support the First Minister and Ministers and ensures the
Welsh Government delivers the objectives and strategies set out in the
Ministers’ Programme for Government. Board members are appointed by
the Permanent Secretary in line with Civil Service best practice.

| chaired the Board meetings and | also met regularly with Board members
on a bilateral basis. | have recently re-instated meetings with the Non-
Executive Directors collectively every six weeks which had been paused
during the pandemic. | have agreed with the First Minister that he will
engage with the Non-Executive Directors at least once a year, however
this was also postponed this year due to the pandemic.

The role of the Board is to provide:

e Assurance to the Permanent Secretary in discharging their role as
Principal Accounting Officer.

e Support to the Permanent Secretary to ensure that the
organisation operates to the highest standards of governance,
financial management, management of risks and processing of
the annual accounts;

e Strategic advice on the delivery of the Government’s priorities in
line with the objectives of the Well-being of Future Generations
Act; and

e Challenge to the organisation and advice to the Permanent
Secretary on organisational strategy, design and workforce
planning to ensure the organisation continues to be fit for purpose,
adequately resourced and promotes equality and diversity
throughout the organisation.

The Executive
Committee (ExCo)

The Executive Committee is the strategic and operating decision making
forum of the Welsh Government at official level. It provides support to the
Permanent Secretary as Principal Policy Adviser to the FM, Principal
Accounting Officer and Head of the Welsh Government Civil Service and
acts under their authority.
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Board Sub
Committees — Audit
and Risk Assurance
Committee

The purpose of this Committee is to provide support and advice to the
Permanent Secretary in their capacity as Principal Accounting Officer on
risk management, control and governance and on the Governance
Statement. This sub-committee is chaired by a Non-Executive Director
and attended by the Permanent Secretary.

Board Sub-Committee

This sub-committee is responsible for oversight of the organisation’s pay

Corporate Services
Sub Committee

— Remuneration strategy for the Senior Civil Service (SCS), SCS recruitment processes,

Committee and for overseeing the process of assessment and moderation for SCS
members. The sub-committee is chaired by a Non-Executive Director and
attended by the Permanent Secretary.

Finance and The Finance and Corporate Services Sub-Committee is a permanent sub-

committee which supports ExCo with the internal running of the
organisation on an operational level, with respect to the management of
HR, IT security, data management, finances and resources, allowing
ExCo to maintain a strategic, cross-organisational focus. The Finance
and Corporate Services Sub-Committee membership includes one of the
Non-Executive Directors on the Welsh Government Board.

ExCo: Covid-19
(ExCovid)

Time has been put aside for ExCo to meet regularly for the sole purpose
of focusing on Covid-19. This is a temporary arrangement which will
remain in place for as long as required.

Post EU Assurance
Board

The Post-EU Assurance Board was established in June 2020 as a sub-
committee of ExCo and replaces previous internal governance
arrangements related to European Transition. The Assurance Board
membership includes all Directors General, a Non-Executive Board
member and a Trade Union Representative

Permanent
Secretary’s Delivery
Board

This sub-committee supports ExCo by monitoring the progress of the
delivery of the priorities identified in the Programme for Government.

Legislative
Programme Board

This Programme Board co-ordinates and oversees at official level the
delivery of the Government’s programme of legislation.

Non-Executive
Challenge Sessions

To support the Permanent Secretary this forum allows the Non-Executive
Directors to provide assurance on the delivery of key areas of work
chosen by the Director Generals which focus on the First Minister's
priorities.

Social Partnerships

4.3. The Welsh Government has well established social partnership structures to
support our effective working with public and private sector employers and
trade unions. These structures have a long history of allowing us to work
collaboratively through our shared interests.

Assurance Framework

4.4. The Welsh Government’s assurance framework, shown in figure 4 has been
developed to give sufficient, consistent, continuous and reliable assurance on
organisational stewardship and the management of the major risks to
organisational success and delivery of improved, cost effective, public

services.
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Assurance
Providers

Management

Governance
Statement

Risk

Management

Figure 4
Scheme of The Welsh Government’s “Scheme of Delegation” is an integral part of the
Delegation organisations internal control system and provides a mechanism to support:
e Swift, agile and flexible responses to changes in need and priority;
e Simple and clear procedures;
e Clarity of responsibilities for decision-making, and ensuring those
responsibilities are at the right level within the organisation; and
e Providing appropriate delegations and clear accountabilities.
Management Management has ownership, responsibility and accountability for directly assessing,
controlling and mitigating risks.
Governance The governance statement is a key feature of the Welsh Government’s annual report
Statement and accounts. It covers the accounting period, providing an understanding of the
organisation’s internal control structure and its management of resources. The
statement is informed by work undertaken throughout the period to gain assurance
about performance and risk management, providing an insight into the Welsh
Government'’s risk profile and its responses to identified and emerging risks.
Risk The risk management process is designed to identify and prioritise the risks to the
Management achievement of the Welsh Government’s policies, aims and objectives, to evaluate the
likelihood and impact of those risks being realised and then to manage them efficiently,
effectively and economically. The Welsh Government adheres to the main principles
for risk management in government set out in H M Treasury’s The Orange Book;
Management of Risk — Principles and Concepts (2019).
Oversight
Functions This represents the Welsh Government’s review and monitoring functions to ensure
that its policies, plans, programs, and projects are:
e achieving expected outcomes;
e represent good value for money; and
e are in compliance with applicable policies, laws, regulations, and ethical
standards.
Assurance Within Welsh Government this includes a variety of independent assurance providers
Providers including:

e Internal Audit;
e External Audit; and
o Gateway Reviews.
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Three Lines of Defence

4.5.

4.6.

The Welsh Government’s assurance framework is built upon the three lines of
defence model to ensure that the different sources of assurance are clearly
identified and understood; whilst avoiding gaps in assurance or duplication.

The table below shows an example of where assurances are obtained within
the Welsh Government, aligning them to the model. This is not an exhaustive
list of the assurances available in the organisation.

Management Controls

Management oversight
“The people that don’t mark
their own homework.”

Independent and Objective
Reviews

Schedule of Delegation
Internal Control Questionnaire

Directors General Assurance
Statements

Risk Management

Compliance Functions such
as:

Health and Safety

Fraud Risk Assessments
Integrated Assurance Hub
- PPM

o Equality & Diversity
Monitoring

(@]

Internal Audit Opinion

External Audit (Wales Audit
Office)

HMRC reviews
PPM Gateway Reviews
1SO18001 Accreditation
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5.

5.1

5.2

6.1

6.2

Relationships with Welsh Public Bodies

As PAO of the Welsh Government, | have to satisfy myself that each public
body funded by Welsh Government has systems adequate to meet the
standards outlined in Managing Welsh Public Money.

The Welsh Government delivers its aims and objectives, in part, through a
number of Public Bodies, including Welsh Government Sponsored Bodies
(WGSBSs), subsidiary companies and other government-funded public bodies.
Accounting Officers are appointed for each body with executive functions, and
are responsible for an organisation’s management of public finances and
delivery of its objectives. Accounting Officers are required to sign a
governance statement which is published in their body’s annual accounts.
The relationship with the Welsh Government is defined in written
documentation for each body. The Public Bodies Unit has been established
to improve engagement with, and the governance of, the Public Bodies for
which the Welsh Government is responsible. The Public Bodies Unit is
responsible for the delivery of an action plan which is designed to support that
improved engagement, and more effective governance arrangements
between the Welsh Government and Public Bodies in Wales, and has put in
place templates for consistent Arms-length Body Framework Documentation,
Term of Government Remits, and a Risk Assurance model which will inform
the five-year cycle of Tailored Reviews.

NHS Wales

The NHS receives the majority of its funding from the Welsh Government to
cover the day-to-day running costs of health services in Wales during each
financial year. The NHS delivers services through seven Health Boards, three
NHS Trusts and two Special Health Authorities, Health Education and
Improvement Wales (HEIW) and Digital Health and Care Wales (DHCW).

This takes the following forms:

¢ Revenue allocations to local health boards to secure hospital, community
and primary care services for their resident populations including GP’s,
General Dental Practitioners and Pharmacists;

e Capital allocations to local health boards and NHS Trusts for operational
and strategic capital developments; and

e Targeted funding for health improvement and other Welsh Government
initiatives.
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6.3

6.4

6.5

7.1

7.2

The Welsh Government's Director General for Health and Social Services is
also Chief Executive of NHS Wales. As Chief Executive of NHS Wales, they
are accountable to the Minister for Health and Social Services, and
responsible for providing them with policy advice and exercising strategic
leadership and management of the NHS.

Each NHS organisation in Wales has a Chief Executive who is appointed
Accountable Officer, through an Accountable Officer Memorandum issued by
the Chief Executive of NHS Wales. This Memorandum outlines the
responsibility of the Accountable Officer in each NHS organisation for financial
management and performance.

The Memorandum clearly states that the Accountable Officer is directly
accountable for all financial performance issues (and all other performance
issues) delegated to the organisation and to the Chief Executive of NHS
Wales as Additional Accounting Officer for Health and Social Services.

Local Government

Grant funding is provided to Unitary Authorities, Fire and Rescue Authorities
and Police and Crime Commissioners in Wales. The largest single
component of grant funding is the annual settlement for Unitary Authorities
which comprises Revenue Support Grant (RSG) and a share of non-domestic
rates income. This funding may be used for any purpose in delivering the
services for which those authorities are responsible. The quantum of funding
is set as part of the Welsh Government’s annual budget round. Itis
distributed using a formula which reflects the factors which drive authorities’
need to spend to deliver a wide range of services, including education and
social care. The formula is maintained, updated and improved through an
ongoing programme of work with local government.

Funding is also provided to authorities through grants which can be used only
for the specific purposes for which they are provided. Additionally, Unitary
Authorities receive some specific grants from UK Government Departments
for non-devolved functions, from locally-set council tax, fees, charges and
other sources of income. Unitary Authorities also receive Welsh Government
grants for capital spending and support for borrowing. This is complemented
by authorities’ own borrowing capacity, grants from other bodies and capital
receipts.

Page 18



Welsh Government Accounting Officer System Statement

7.3

7.4

7.5

7.6

Similar arrangements apply to the revenue provision for Police and Crime
Commissioners, who are funded through a mix of RSG and non-domestic
rates income from the Welsh Government, Police Grant from the Home
Office, specific grants and from council tax. Other authorities are funded
through arrangements such as specific grants, levies and precepts.

Each authority is accountable for how it uses the available funding in
delivering the functions for which it is responsible. Unitary Authorities, police
bodies and fire and rescue authorities must have an appointed officer under
Section 151 of the Local Government Act 1972 who has statutory duties to
ensure there is proper administration of financial affairs. Authorities are held
to account through their scrutiny functions and through direct accountability to
their local electorate. Their financial affairs are governed by a statutory
accounting and audit framework and their accounts are subject to full annual
external audits by the Auditor General for Wales.

Until 1 April 2021 principal councils had to put in place arrangements to make
continuous improvements, including related plans and reports, and the Auditor
General had to assess whether each council was likely to (or had) met these
requirements. From 1 April 2021 councils will be subject to a new
performance and governance regime requiring them to keep their
performance under review, and requiring them from 5 May 2022 to arrange a
panel performance assessment at least once every electoral term. The
Auditor General for Wales also carries out performance audit work at each
council to be satisfied that it has put in place proper arrangements to get
value for money for the resources it uses and to assess the extent to which
councils are acting in accordance with the sustainable development principle.

In respect of funding provided for specific purposes, individual grant terms
and conditions are the responsibilities of the relevant policy departments.
These terms and conditions must have due regard to the Grants Centre of
Excellence Minimum Standards for Grant Funding. Adherence to these
standards should ensure compliance with the Welsh Government’s
governance and financial arrangements, relevant law, policy and good
practice. With regard to funding provided by the UK Government in respect of
non-devolved functions, the arrangements for accountability will be agreed
between the local authorities and the relevant UK Government Department.
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8.

8.1

9.1

9.2

9.3

9.4

Third Party Delivery Partnerships

The Welsh Government has developed partnerships with 3 parties to deliver
its policy objectives, however none are so significant that the Welsh
Government is dependent on them to deliver core parts of its business and
they are generally managed through grant funding or commercial
arrangements.

Grants to Private and Voluntary Sector Organisations

Grants and funding form one of the Welsh Government’s most important
mechanisms for delivering Ministerial priorities and making a difference to the
lives of people in Wales. The management of grants and other non-procured
funding is a core activity undertaken in almost every department within the
Welsh Government.

Within the Welsh Government there is a Grants Centre of Excellence who are
there to provide support with all aspects of the end to end grant process. This
includes:

e Comprehensive suite of guidance/templates;
e Standard award letter template;

e Grant Minimum Standards;

e Central Mailbox for queries; and

e Face to face support.

In order to provide practical advice and challenge to Grant Managers when
developing a new grant scheme, the Welsh Government has established a
Grants Assurance Panel. This panel consists of key officials from the Grants
Centre of Excellence, state aid, legal services, internal audit, tax expert
services, Cabinet Office and relevant policy team. Grant managers are able to
present their grant scheme proposals and receive advice and practical
recommendations from a number of sources, to help improve the proposed
grant scheme and ensure that the grant scheme is consistent with wider Welsh
Government policy.

In 2019-20 the Welsh Government provided grant funding totalling £21.2bn.
The grant funding provided can be divided into two distinct categories.
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10.

10.1

10.2

10.3

11.

111

Un-hypothecated grants are those payments provided to local health bodies
and local government and account for £13.7bn of the £21.2bn total.
Hypothecated grants represent payments where there are clear deliverables
and criteria surrounding the purpose of the grants and account for the
remaining £7.5bn of funding.

Procurement

Procurement is an essential value-adding activity within government, helping
the Welsh Government meet Ministerial priorities and deliver effective public
services. Procurement is cross-cutting and is seen as the key delivery
mechanism for a number of policies including Foundational Economy,
Decarbonisation, Construction, Social Partnership and Fair Work, whilst also
embedding the Well-being of Future Generations into procurement. The
Commercial Procurement Directorate supports both the wider public sector
and Welsh Government direct procurement activities.

The Welsh Government’s Corporate Procurement Services (CPS) and
Corporate Procurement ICT (CPICT) teams are responsible for developing
the Welsh Government's procurement strategy, policies and procedures.
They offer advice and guidance on behalf of the Accounting Officer, to ensure
that all Welsh Government procurement is carried out in accordance with its
responsibilities for regularity, propriety and value for money.

CPS & CPICT sit within the Commercial Procurement Directorate alongside
the Commercial Policy and Delivery Team. The teams are externally focussed
and provides procurement policy advice and guidance, capability and skills
development and a pipeline of national collaborative agreements. These
services were previously provided through the National Procurement Service
for Wales (NPS) and Value Wales whose operations have recently been
brought together. The Welsh Government is committed to utilising these
national collaborative agreements.

Investments, Joint Ventures and other Assets

The Welsh Government has five wholly owned subsidiaries whose accounts
are consolidated into the Welsh Government Accounts. These are:

e Development Bank of Wales PLC

¢ Regeneration Investment Fund for Wales LLP
e WGC Holdco Limited

e Careers Choices Dewis Gyrfa Limited
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e Transport for Wales
Other minor subsidiaries and interests

11.2 The following Welsh Government Joint Ventures are included in the
consolidated accounts:

e International Convention Centre Wales Limited — The Welsh
Government owns 50% of the issued share capital of the International
Convention Centre Wales Limited, with the other 50% being held by
The Celtic Manor Resort Limited.

e Airbus Group Endeavr Wales (formerly EADS Foundation Wales) — a
joint interest in a company limited by guarantee. Joint ownership is
held with Airbus Defence and Space Ltd (formerly Cassidian Holdings
Limited) and Cardiff University.

The following Welsh Government interests are not included in the
consolidated accounts:

Welsh Government — Non Ministerial Departments — subject to a designation
order but immaterial for consolidation:

e Welsh Revenue Authority
Welsh Government Subsidiaries

These bodies are subject to a designation order but immaterial for
consolidation:

e Design Commission for Wales Limited (Design Commission for
Wales/Comisiwn Dylunio Cymru)

e Meat Promotion Wales Limited/Hybu Cig Cymru Cyf

e Sector Development Wales Partnership Limited

e Life Sciences Hub Wales Limited

e Centre for Digital Public Services Limited (formerly Innovation Point
Limited)

e National Academy for Education Leadership

e International Business Wales Limited

Welsh Government Subsidiaries — not subject to a designation order and
immaterial for consolidation:

e Welsh Development Management Limited

Student Loans Company Limited
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The Welsh Government holds one share with a nominal value of £1. Joint
ownership is held with the Department for Education, Scottish Government
and Northern Ireland Government. The share gives the Welsh Government
5% holding in the company.
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