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Today’s Agenda

▪ 15:00 – 15:05 Chairman’s Introduction

▪ 15:05 – 15:25 Keynote Presentation – Matthew Rees

▪ 15:25 – 15:45 Question & Answer
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Today’s Speaker
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Matthew Rees

Director of Commercial Hub & Insights Team

National Audit Office
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24 November 2022

How does government use corporate 

finance to support taxpayers?
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Introduction to the NAO
The NAO supports Parliament to hold Government to account for taxpayer value
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Support business finance / open new markets

State owned banks

Reviewing corporate finance activity for 35 years 
Examples of corporate finance techniques used to deliver policy objectives

Privitisation / PFI 
(1980s/90s)

Financial Crash 
(2008)

Further sales / 
interventions 

(2010-14)

COVID-19 
(2020-21)

Cost of living / 
energy costs 

(2022)

Energy supplier 

market – failure 

of retail sector

Private sector 

efficiency and 

incentives 

Privatisations –

water, energy

Private finance 

initiative -

infrastructure

Adult social care

Address systemic risk Raise proceeds

Railway arches

Passenger 

rail 

franchises 

Support businesses

Pay suppliers faster

Supply chain finance

Hospitals / PFI

Generate income

Local authority commercial investments

Address 

corporate 

failures:

Bank rescues / 

subsequent sales
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NAO guide to corporate finance in the public sector
We published the guide to support senior leaders to deliver successful outcomes

Good practice guidance: Guide to corporate finance in the public sector (nao.org.uk)

https://www.nao.org.uk/wp-content/uploads/2022/09/Guide-to-corporate-finance-in-the-public-sector.pdf
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Our guide contains 14 sections

Each section contains

• Description – what we mean

• Questions to ask based on NAO reports

• Relevant government guidance / other materials

• Case studies

Good practice guidance: Guide to corporate finance in the public sector (nao.org.uk)

The guide is informed by our past reviews

Developed by consulting experts in government, 

private sector, advisor community

Aimed at improving oversight by senior leaders 

and audit & risk committees

Not a ‘how to’ guide, but includes important 

explanation about government accounting 

conventions

https://www.nao.org.uk/wp-content/uploads/2022/09/Guide-to-corporate-finance-in-the-public-sector.pdf
https://www.nao.org.uk/wp-content/uploads/2022/09/Guide-to-corporate-finance-in-the-public-sector.pdf


Poll 1

Government applies a standard discount rate, known as the “social time 
preference rate” for investment appraisal. What is the current rate?

▪ 3.0%

▪ 3.5%

▪ 4.0%
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Case studies
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Poll 2

Between 2016 and 2019, what proportion of all commercial property 
acquisitions in the South East of England were made by local authorities?

▪ 4.6%

▪ 7.3%

▪ 17.5%
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NAO report on infrastructure 
finance guarantees

HM Treasury review of 
contingent liabilities

Whole of Government 
Accounts

Central expertise in 
government to manage 

risk and uncertainty

UK Guarantees scheme for infrastructure (nao.org.uk)

Government as insurer of last resort: managing contingent liabilities in the public sector (publishing.service.gov.uk)

Whole_of_Government_Accounts_2019-20.pdf (publishing.service.gov.uk)

Contingent Liabilities - UK Government Investments (UKGI)

Managing risk and uncertainty to protect taxpayers

Central capability

Government 

Corporate Finance 

Profession

Our value for money and financial audit work has supported better reporting and risk management

IFRS:

IAS 37

https://www.nao.org.uk/wp-content/uploads/2015/01/UK-Guarantees-scheme-for-infrastructure.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/871660/06022020_Government_as_Insurer_of_Last_Resort_report__Final_clean_.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1080609/Whole_of_Government_Accounts_2019-20.pdf
https://www.ukgi.org.uk/what-we-do/contingent-liabilities/#:~:text=The%20Contingent%20Liability%20Central%20Capability,of%20risk%20from%20contingent%20liabilities.


Poll

In 2020 the Treasury published a report about the role of government as the 
“insurer of last resort”. Which of the following types of risks did it identify as 
potential contingent liabilities? (note: select one or more answers)

▪ Financial guarantees

▪ Explicit government insurance

▪ Legal cases

▪ Purchaser protections
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Transaction example: sale of student loans

The sale of student loans (nao.org.uk)

https://www.nao.org.uk/wp-content/uploads/2018/07/The-sale-of-student-loans.pdf
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Transaction example: sale of student loans

The sale of student loans (nao.org.uk)

Valuation & accounting issues

the Department’s assessment of the amount it does 

not expect to receive back from borrowers

https://www.nao.org.uk/wp-content/uploads/2018/07/The-sale-of-student-loans.pdf
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Wrap up

1. Government is involved in a wide range of corporate finance activity

2. Various policy drivers, including interventions to safeguard or support, and initiatives to generate value

3. Transactions often involve complex, first of a kind structures

4. Accounting issues are important. For example, the various the definitions of government debt influence 

transaction structures; and some financial instruments are hard to value

5. NAO audits departmental accounts and reviews transactions for Parliament

6. NAO also works constructively with officials to support professional development

7. Our guide is intended to support senior leaders responsible for overseeing corporate finance in the 

public sector by helping them to apply the right principle and concepts, and ask the right questions
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Thank you

For more information about the work of the NAO

Visit our website

www.nao.org.uk

or follow us on twitter

@NAOorguk

http://www.nao.org.uk/
https://twitter.com/naoorguk


Comments, Questions & Answers
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Thank You For Participating

Forthcoming Events

▪ Fri, 25 Nov (11:00-11:45) Financial Centres Of The World 2022: Focus On Tallinn

▪ Mon, 28 Nov (11:00-11:45) What Is The Purpose Of The Finance Industry?

▪ Tue, 29 Nov (11:00-11:45) Price Wars: How The Commodities Markets Made Our Chaotic World

▪ Wed, 30 Nov (11:00-11:45) Has The Banking Sector Run Out Of Options For Further IT System Energy 

Savings?

Visit  https://fsclub.zyen.com/events/forthcoming-events/

Watch past webinars https://www.youtube.com/zyengroup
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