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AUDIT COMMITTEE REPORT

To:  Chair, Ladies and Gentlemen

Local Authority Funding of Third Sector Services 

1.0 SUMMARY OF THE REPORT

1.1 In January 2017, the Wales Audit Office (WAO) produced a report outlining the poor 
performance of Welsh Local Authorities in relation to the funding and scrutiny of the 
third sector. With regards to Merthyr Tydfil CBC, it was stated that the Local 
Authority had "poor performance management arrangements and weakening 
accountability for effective scrutiny of third sector activity and performance".

1.2 The Wales Audit Office made recommendations to Merthyr Tydfil CBC which 
suggested that Elected Members challenge the performance of Officers and
departments across the Local Authority in addressing gaps and perceived 
weaknesses.

1.3 On the Tuesday 17th October 2017, officers from the Community Regeneration 
Department developed and presented a report to Scrutiny Committee outlining its 
previous experience of supporting the third sector in Merthyr Tydfil; however, it 
became evident that the Council does not take a corporate approach to addressing 
the recommendations within the WAO Report and if any improvements were to be 
made would require more than just the Community Regeneration Department.

1.4 It was requested that the Community Regeneration Department lead on the cross-
departmental completion of the WAO Checklist (Appendix 1) and a Third Sector 
Funding Working Group be set-up and Chaired by the Chief Officer, Alyn Owen 
where the content of the Checklist, funding processes, new Social Enterprise 
Strategy and the Local Authority's annual financial contribution to the third sector will 
also be discussed.
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1.5 This Report outlines the Council's current situation and planned work which has 
been captured in the attached Checklist and summarises the next steps the Local 
Authority will take to improve the overall relationship with the third sector.    

2.0 RECOMMENDATION(S)

2.1 That the Audit Committee discusses and comments on the issues set out in the 
report. 

2.2 That the Audit Committee identifies any further information they would like to 
receive. 

2.3 That the Audit Committee notes the contents of this report.

3.0 INTRODUCTION AND BACKGROUND

3.1 The third sector is the term used to describe the range of organisations which are 
neither state run, nor part of the private sector and includes voluntary and community 
organisations, social enterprises, mutual and cooperatives. These organisations are 
diverse in both size and scope, ranging from small, locally based community groups, 
to large, multi-national charities. In Wales, the third sector consists of over 32,500 
different organisations; encompasses 230,000 trustees; 1.13 million volunteers and 
people helping out in their community; and 51,000 employees.

3.2 In January 2017, the Wales Audit Office (WAO) produced a report (Local Authority 
Funding of Third Sector Services - Across Wales Report) which outlined the 
performance of all 22 Welsh Council's with regards to the funding and scrutiny of the 
third sector in their own respective county borough's. In relation to Merthyr Tydfil 
CBC, it was highlighted that the Local Authority had "poor performance management 
arrangements and weakening accountability for effective scrutiny of third sector 
activity and performance".

3.3 One of the recommendations from the initial 2017 assessment stipulated that 
Elected Members scrutinise the completed review checklist (Appendix 1) and 
challenge the performance of officers and departments across the Local Authority 
in addressing gaps and perceived weaknesses. 

3.4 In October 2017, the Governance Scrutiny Committee placed an item on its Work 
Programme to request a report providing details as to how the Local Authority has 
addressed this WAO recommendation with the Scrutiny Committee then deciding 
how it wished to improve its performance going forward.

3.5 During the October 2017 Scrutiny Meeting officers reported on the agenda item in 
more detail, however, it was evident from the discussion that at that stage the 
Council had no formalised corporate approach in addressing the recommendations 
written in the WAO report and generally a dis-jointed approach to awarding and 
evaluating the funding given to the third sector.



3.6 One of the key 'actions' from the October 2017 Scrutiny Committee Meeting related 
to Alyn Owen’s (Chief Officer) suggestion that a cross-departmental group should be 
established in order to formalise a wider, corporate approach to completing the 
attached 'Checklist' rather than obtaining just a Community Regeneration view. 

3.7 In order to complete the 'Checklist' the Community Regeneration Department has 
individually met with a number of internal departments in order to gain a fully 
inclusive view of the current processes that the Council has in funding and 
evaluating the third sector in Merthyr Tydfil with this report identifying the next steps 
the Local Authority has to take to comply with the WAO framework. 

4.0 WHERE WE WERE 

4.1 In 1998, the first Compact between Welsh Government and the third sector was 
introduced. The then National Assembly for Wales had reinforced this policy initiative 
and established the Voluntary Sector Scheme and a Partnership Council between 
the Assembly and the third sector.

4.2 In 2000, a local Compact between the Council and third sector in Merthyr Tydfil was 
published. A dedicated Liaison Group was set-up with the responsibility for 
implementing the Compact across the County Borough. The following year another 
Compact between Bro Taf Health Authority and the third sector in the region was 
again published.

4.3 Prior to the end of the most recent Compact (2008) where an agreement was 
formally in place between A Partnership between the Council, Merthyr Tydfil Local 
Health Board, Cwm Taf NHS Trust and the third sector in Merthyr Tydfil which 
provided a framework that captured shared aims, objectives, mutual respect and 
understanding.

4.4 The 2008 Compact was originally written in the spirit of 'Making the Connections', the 
then flagship policy of the Welsh Assembly Government. Making the Connections: 
Delivering Beyond Boundaries (2006) sets out how the Assembly Government plans 
to address the issues raised by the Beecham Review which called for radical 
changes to the way in which public services are planned, designed and delivered in 
Wales, and a greater involvement of the third sector in public services. Overall, the 
Beecham Review paved the way for setting out the role of new Service Boards and 
introduced new local service agreements. 

4.5 The Merthyr Tydfil Compact complemented this new policy direction and 
underpinned the relationship between the local statutory bodies and third sector. The 
document embraced the concept of developing a “public service ethos” rather than a 
“public sector ethos” for the ultimate benefit of the customer and general public in 
Merthyr Tydfil.

4.6 The Compact was originally intended to guide the process of working in partnership 
in order to deliver public services. It covered issues of process rather than 
substance, i.e. the way plans are made and decisions taken – rather than the 
content of those plans and decisions.



5.0 WHERE WE ARE NOW 

5.1 There has been no formal Compact in place between the Council and the third 
sector since 2008; although the Council has continued to financially support certain 
third sector organisations, some with formal contracts on an annual basis.

5.2 The Council currently have a draft version of a completed Wales Audit Office's 
Checklist which can be used to assess the current structure the Council has in terms 
of effectively engaging with the third sector, our strategic arrangements with regards 
to funding given to the sector and programme design.

5.3 The Council are currently in the process of establishing a dedicated Third Sector 
Funding Working Group, chaired by the Chief Officer, made-up of those internal 
departments that procure services to the third sector and the Chief Executive of 
VAMT - Ian Davy. This newly formulated group will consider the content of the 
completed WAO Checklist and improving the current internal working processes 
aligned to the third sector.

5.4 The Council are currently undertaking an exercise of compiling the annual amount of 
finance that the Council gives to the third sector for services provided to the public. 
The Community Regeneration Department are in the process of liaising with all 
associated departments that procure services to the sector with a view of producing 
a report by the end of this financial year.

5.5 The European & External Funding Team continues to facilitate the Merthyr Tydfil 
Social Enterprise Network (MTSEN) with the main project being the development of 
the new Merthyr Tydfil Social Enterprise Strategy. The 'Strategy' will focus on 
enhancing the reach of the third sector and consider future opportunities for 
expansion, identify local and national support mechanisms / agencies and outline a 
number of priorities over the next three years. The 'Strategy' will look to be ratified 
by Council and subsequently launched in early 2018.

6.0 WHERE WE WANT TO BE 

6.1 By the Council establishing a dedicated Third Sector Funding Working Group it will 
be the clusters sole responsibility to improve and formalise the current Local 
Authority funding and evaluation processes it has with the third sector in terms of 
procurement, design and future funding of service.

6.2 With a proposed Third Sector Funding Working Group in place they will be the entity 
that will ratify the current draft 'Checklist' and programme periodic times where the 
document will be re-written based on positive changes that come from the group. 
These positive changes along with amended copies of the proposed 'Checklist' will 
be presented back to Scrutiny at set periods.

6.3 The Council will gain a more recent understanding regarding the amount of finance 
its gives to the third sector over the financial year. Furthermore, it is envisaged that 
the Third Sector Funding Working Group will instil a more formalised evaluation 
mechanism of those services provided by the sector in order to ascertain impact, 
areas of improvement and value for money.



6.4 From March 2018 Merthyr Tydfil will have a conclusive Social Enterprise Strategy 
which the third sector can use as a tool to access information surrounding business 
development, support, governance and funding opportunities. The 'Strategy' will 
inform the third sector in terms of the Local Authority's own vision of how it will work 
with and support the sector over the next three years and outline the current support 
agencies and mechanisms out there to support the future enhancement of the 
sector.

7.0 WHAT WE NEED TO DO NEXT 

7.1 Council will now go through a process of organising the initial Third Sector Funding 
Working Group Meeting which will take place after the subsequent Scrutiny 
Committee being held on the 13th February 2018. 

7.2 The Third Sector Funding Working Group, which will be Chaired by the Chief Officer 
and made-up of internal Council departments and VAMT, will be tasked with 
finalising and ratifying the draft Checklist which will inevitably be formally presented 
back to Scrutiny Committee later on in the year (to be agreed by Scrutiny Committee 
at the 13th February 2018 Meeting). 

7.3 The initial Third Sector Funding Working Group Meeting will be used as a 
mechanism to discuss ways to improve the Council's processes in terms of funding 
and evaluating the services provided by the third sector, consider the amount of 
annual finance given to the sector and the new Social Enterprise Strategy (as well as 
other agenda items).  

8.0 CONTRIBUTION TO WELLBEING OBJECTIVES

8.1 The current work and future proposals outlined in this Scrutiny Committee Report 
positively contribute to the Wellbeing Objectives in many forms. These are outlined 
below under each of the Wellbeing Objectives headings:

Working Life:
The Community Regeneration Department will continue to support the third sector to 
evolve, expand, diversify and respond to future opportunities, which in turn, will 
develop an environment and infrastructure where third sector businesses flourish.

Environmental Wellbeing:
Through the continued work of the department the third sector will run initiatives and 
services which protect, enhance and promote the natural environment, countryside, 
their heritage and cultural assets. 

Living Well:
The Council supports (financially and physically) a number of organisations who's 
core ethos is based around making communities safer and where people live 
independently and have good physical and mental wellbeing.



ALYN OWEN
CHIEF OFFICER COMMUNITY 
REGENERATION

COUNCILLOR GERAINT THOMAS
REGENERATION AND PUBLIC 

PROTECTION

BACKGROUND PAPERS
Title of Document(s) Document(s) Date Document Location

Appendix A - Draft 
MTCBC Checklist - 

January 2018

January 2018 Attached as Appendix 1

Does the report contain any issue that may impact the Council’s 
Constitution? 

No


