
PAPLS/S5/18/5/A 

PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 

AGENDA 
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The Committee will meet at 10.00 am in the Adam Smith Room (CR5). 

1. Decision on taking business in private: The Committee will decide
whether to take items 3 & 4 in private.

2. Scotland Act 2016: audit and accountability arrangements: The
Committee will take evidence from— 

Eleanor Ryan, Director of Financial Strategy, Aileen Wright, Head of 
Corporate Reporting Accountancy & Governance, and Andrew Chapman, 
Team Leader, Fiscal Delivery and Constitutional Change, Scottish 
Government; 

Caroline Gardner, Auditor General for Scotland; 

Mark Taylor, Assistant Director, Audit Scotland. 

3. Scotland Act 2016: audit and accountability arrangements: The Committee
will consider the evidence heard at agenda item 2 and take further evidence
from—

Caroline Gardner, Auditor General for Scotland; 

Mark Taylor, Assistant Director, Audit Scotland. 

4. Work programme: The Committee will consider its approach to the NHS
Workforce Planning and NHS in Scotland 2017 audits; the Self-Directed
Support audit/ post-legislative scrutiny; and, the 2016/17 audit of the Scottish
Police Authority.
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Public Audit and Post-legislative Scrutiny Committee 

5th Meeting, 2017 (Session 5), Thursday 8 February 2018 

Scotland Act 2016: audit and accountability arrangements 

Introduction 

1. The Committee will take evidence on a draft audit and accountability
framework developed by the UK and Scottish Governments.

Background 

Session four committee 
2. The Committee’s consideration of this framework can be traced back to work

undertaken by the session four Public Audit Committee on the then Scotland
Bill, which proposed to devolve further powers to the Scottish Parliament1.
The Committee wanted to understand whether the audit and accountability
arrangements that would accompany these further powers would enable the
Scottish Parliament to hold to account those who collect or spend public
money.

3. After having taken evidence, the Committee published a response to the
Scotland Bill 2015 as introduced2 . In addition to providing commentary on
individual bodies and powers, the Committee set out three key principles
underpinning audit reporting to the Scottish Parliament i.e. that it should be
proportionate, transparent and robust3.

4. The Secretary of State for Scotland subsequently replied to the Committee’s
response 4  (as did other bodies. No reply was received from the Scottish
Government).

Session five committee 
5. The current Public Audit and Post-Legislative Scrutiny Committee has not

formally considered the issues raised by its predecessor or taken oral
evidence on the audit and accountability arrangements arising from what is
now the Scotland Act. The Committee has, however, received written updates
from both the UK and Scottish Governments (all such updates are available

1 http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/87478.aspx 
2 http://www.scottish.parliament.uk/S4_PublicAuditCommittee/Public_Audit_Committee_-
_Scotland_Bill_Response(2).pdf 
3 These three principles are described in paragraph 9 to 12 of the Committee’s report. 
4 http://www.scottish.parliament.uk/S4_PublicAuditCommittee/General%20Documents/2015_04_08_S
oS-PAC_Response.pdf 

http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/87478.aspx
http://www.scottish.parliament.uk/S4_PublicAuditCommittee/Public_Audit_Committee_-_Scotland_Bill_Response(2).pdf
http://www.scottish.parliament.uk/S4_PublicAuditCommittee/Public_Audit_Committee_-_Scotland_Bill_Response(2).pdf
http://www.scottish.parliament.uk/S4_PublicAuditCommittee/General%20Documents/2015_04_08_SoS-PAC_Response.pdf
http://www.scottish.parliament.uk/S4_PublicAuditCommittee/General%20Documents/2015_04_08_SoS-PAC_Response.pdf
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on the Committee’s correspondence webpage, under the heading 
‘Devolution’5). 

6. In particular, Scottish Government officials provided an update on audit and
accountability arrangements on 12 May 2017. This letter included a summary
update on some of the key issues identified by the session four Committee,
both in terms of specific devolved powers (e.g. welfare/social security) and
particular bodies (e.g. the Crown Estate)6.

7. In June 2017, the Committee replied to this letter to note that a draft
‘accountability framework’ was due to be discussed by Scottish Government
and UK Government officials, prior to formal agreement by Ministers. The
letter said it was essential that the Committee should scrutinise the framework
before it was formally agreed, given that the establishment of audit and
accountability arrangements would help to provide for appropriate
parliamentary overview and scrutiny7.

8. Scottish Government officials subsequently wrote back to agree to this
request8.

Written submissions 

9. The following written submissions have been provided for this evidence 
session—

 a covering letter from the Scottish Government attached to a copy of 
the draft audit and accountability framework (Annexe A);

 from the Auditor General for Scotland, providing the wider context and 
suggesting areas where the framework could potentially be 
strengthened (Annexe B);

 a covering letter from the Chief Secretary to the Treasury (Annexe C).

10.  For members’ information, the covering letter from the Scottish Government 
refers to an Auditor General letter of 14 October 2016. This was a letter from 
the Auditor General to the Committee that followed up on various audit issues 
raised in informal discussions9. Pages six to eight of the letter refer to audit 

5 http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100734.aspx 
6 http://www.parliament.scot/S5_Public_Audit/2017_05_12_EE-PAPLS_Audit_Accountability.pdf 
7http://www.parliament.scot/S5_Public_Audit/General%20Documents/Letter_from_convener_to_Elea
nor_Emberson.pdf  
8http://www.parliament.scot/S5_Public_Audit/General%20Documents/PAPLS_Audit_and_Accountabili
ty_Letter_28062017.pdf 
9 http://www.parliament.scot/S5_Finance/2016_10_14_AGS-PAC_response_WEB.pdf 

http://www.parliament.scot/parliamentarybusiness/CurrentCommittees/100734.aspx
http://www.parliament.scot/S5_Public_Audit/2017_05_12_EE-PAPLS_Audit_Accountability.pdf
http://www.parliament.scot/S5_Public_Audit/General%20Documents/Letter_from_convener_to_Eleanor_Emberson.pdf
http://www.parliament.scot/S5_Public_Audit/General%20Documents/Letter_from_convener_to_Eleanor_Emberson.pdf
http://www.parliament.scot/S5_Public_Audit/General%20Documents/PAPLS_Audit_and_Accountability_Letter_28062017.pdf
http://www.parliament.scot/S5_Public_Audit/General%20Documents/PAPLS_Audit_and_Accountability_Letter_28062017.pdf
http://www.parliament.scot/S5_Finance/2016_10_14_AGS-PAC_response_WEB.pdf


PAPLS/S5/18/5/1 

3 

and accountability issues, although much of this is replicated in/ superseded 
by the Auditor General’s written submission attached below.   



www.gov.scot 

Financial Strategy Directorate 

Eleanor Emberson Ryan, Director 

26 January 2018 

Jenny Marra MSP 
Convener 
Public Audit and Post-legislative Scrutiny Committee 
Room T 3.60 
The Scottish Parliament 
EDINBURGH 
EH99 1SP 

Dear Ms Marra 

Scotland Act 2016 – Audit and Accountability 
Arrangements 

Scottish Government and UK Government officials have been working together to produce 
a Framework document setting out how the principles concerning audit and accountability 
set out in the Technical Annex to the Fiscal Framework (Articles C.101, 102, 111 and 112) 
should be applied in practice.  

It is important that the Public Audit and Post-legislative Scrutiny Committee has the 
opportunity to see and to comment on this Audit and Accountability Framework, and so I 
attach the latest draft for the Committee’s consideration . I have advised HM Treasury 
officials that I would be sharing this document with you and I understand that the Chief 
Secretary to the Treasury is also writing to the Committee.  

In arriving at the attached draft, close attention has been paid to the previous Committee’s 
recommendations on these matters, to the points raised in the Auditor General’s letter of 14 
October 2016 and to Audit Scotland’s recommendations in discussions throughout the 
drafting process. UK Government officials have also shared the drafts with the National 
Audit Office and their feedback has also been taken into account.  Once we have any 
feedback from the Committee and any further feedback with Audit Scotland, we will work 
with HM Treasury officials to ensure that this is taken into account alongside any feedback 
from the UK Parliament and the National Audit Office. The final version of the Framework 
will be agreed by Scottish and UK Ministers through the Joint Exchequer Committee, in line 
with article c.112 of the Technical Annex to the Fiscal Framework. 

Both Governments have committeed to undertaking a review of the Audit and Accountability 
Framework in 2021 to coincide with the wider review of the Fiscal Framework, and we will 
also seek the Committee’s views on how well the Framework has operated in practice at 
that time.  

As agreed with the Committee clerk, my colleagues and I would be happy to appear 
before the Committee to discuss any points members may have about the draft 
Framework.  I understand this is currently scheduled for 8 February.

Annexe A
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I have written separately to Mark Taylor in Audit Scotland with this latest draft as I am 
aware that the Committee will wish to hear Audit Scotland views on the Framework. 

Yours sincerely, 

Eleanor Emberson Ryan 
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Scottish devolution:  

a framework for audit and accountability 

The accountability approach 

The accountability and audit landscape is well-established across the UK and 

continues to provide a sound base for accountability to respective Parliaments for 

the use of public resources: 

 individuals may be designated as personally answerable to Parliament for the

conduct of certain functions

 annual accounts report on the finances and performance of public bodies

 national audit bodies are tasked with responsibility for the conduct of the

statutory audits of annual accounts and for performance audits (examinations

of economy, efficiency and effectiveness).

 Where they have a statutory responsibility to carry out audit functions national

auditors will be referred to as the primary auditor.

Under the current devolution arrangements, some UK-wide public bodies will be 

supporting the delivery of devolved functions in Scotland, specified UK-wide 

public bodies which carry out reserved functions in Scotland have additional 

obligations to the Scottish Parliament in respect of certain activities in Scotland1, 

and some Scottish public bodies may be responsible for matters which continue 

to be of UK-wide interest.  Where functions are devolved to Scotland and a new 

public body established to deliver these, that body will be brought within the 

existing accountability and audit framework, within the scope of the Auditor 

General for Scotland. 

An accountability framework for these devolved structures needs to be: 

1 See Parts 5 and 6 of the Scotland Act 2016 
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 based on clear principles which recognise the statutory position and

legitimate interests of the different parties involved;

 built on established accountability structures which have been shown to

work well.

 reciprocated as far as possible, so that what applies to a relationship

between the UK and Scottish bodies can also be seen to apply between

Scotland and UK-wide bodies;

 transferrable in principle to other devolved countries and regions within the

UK.

In many cases, statutory provisions will underpin the functions and relationships 

for public bodies delivering services across borders, and these will take 

precedence over non-statutory agreements. In other cases, agreements may be 

reached which do not require statutory authority, or which go beyond the 

statutory requirements. The arrangements put in place and to be put in place 

reflect the implementation of the Fiscal Framework provisions and therefore 

further shape the accountability to and interests of the respective Parliaments.  

Any such agreements should be captured in a written document between the 

public bodies involved.  This framework should be referred to when legislation is 

considered in the future.   

The fiscal framework 

The fiscal framework agreed between the UK and Scottish Governments outlines 

the following policy principles for accountability to the two Parliaments and audit 

arrangements: 

 C.101. Accountability and credibility to both Parliaments is an essential part of

this Framework. Both governments expect and welcome detailed scrutiny of the

Fiscal Framework in both Parliaments.

 C.102. Both Governments agree that there should be accountability of delivery

bodies in both jurisdictions to elected representatives. The lines of accountability

should be clear and easily understood. Where a body operates in either the UK or

Scotland but not both it should be accountable to that Parliament – for example a

body set up to distribute benefits in Scotland only should be responsible to the

Scottish Parliament. Where a body delivers in both jurisdictions this accountability

will be more complex. In these cases both governments agree to make clear how

those bodies are accountable - in welfare, this should be through the Joint

Ministerial Working Group on Welfare.

Annexe A PAPLS/S5/18/5/1 
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 C.111. In line with the Smith recommendations for strengthening

intergovernmental relations, both Governments have agreed to put in place a set

of robust auditing arrangements with respect to the operation of this fiscal

framework and the Scotland Act 2016. These arrangements should be efficient

and effective. They should ensure that duplication is avoided as far as possible

and that auditors are not overburdened by new responsibilities once the Smith

provisions are fully implemented.

 C.112. JEC should agree detailed arrangements based on these provisions.

This framework describes arrangements agreed between the UK and Scottish 

Government, in line with the provisions of the fiscal framework set out above. 

Review 

The UK and Scottish Governments have agreed that the fiscal framework will be 

reviewed following UK and Scottish Parliament elections in 2020 and 2021.  

The audit and accountability arrangements set out in this framework will also be 

reviewed on a similar timescale, to assess their effectiveness in line with the 

principles above.  

Accountability stakeholders 

‘Accountability’ in this context refers to the accountability of public bodies for 

public spending, or the management of public money. This includes, where 

relevant, the collection of taxes and other public funds, and how they are used to 

deliver effective public services. 

In the UK, public services are funded through money voted by an elected 

legislature (a Parliament in the case of both the UK and Scotland). The powers to 

use that money to deliver services are granted to the executive – Ministers 

appointed to serve in a Government made up of Departments with specific policy 

responsibilities. Government departments deliver services through public bodies – 

directly in the department, through contracts, or through an arm’s length body. 

In Scotland, public services are delivered in the same way, albeit through 

directorates within the Scottish Government, which does not have distinct 

departments. The Scottish Administration includes the functions of the Scottish 

Government as well as certain non-ministerial departments such as Revenue 

Annexe A PAPLS/S5/18/5/1 
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Scotland, which do not report through Scottish Ministers. In the UK, non-

ministerial departments are treated as a part of the UK government. 

Accountability includes: 

 the accountability of a service provider to the person or body which has

commissioned the services it provides;

 the accountability of that public body to the elected legislature which has

voted funds to pay for that service; and

 recognising and supporting the interests of each legislature in scrutinising

the delivery of public services which have a distinct and significant impact

on its responsibilities.

More specifically, section 66 of Scotland Act 2016 extends the group of bodies 

who can be required to provide information or appear before the Scottish 

Parliament in relation to functions exercised by those bodies that are discharged 

in relation to Scotland.   

Accounting Officers (or their equivalent)2 are appointed at the heads of the 

Scottish Government, each UK Government department and each public body. 

Accounting Officers are responsible to their Ministers for delivering the services 

delegated to them, but also directly and personally accountable to their 

Parliament, normally through a Parliamentary Committee.  The Scottish Public 

Finance Manual highlights that AOs have “a personal responsibility for the 

propriety and regularity of the finances under their stewardship and for the 

economic, efficient and effective use of all related resources. Accountable Officers 

are personally answerable to the Parliament [that provides their voted funding] for 

the exercise of their functions.”  Similarly, Managing Public Money sets out that 

“accounting officers must be able to assure parliament and the public of high 

standards of probity in the management of public funds.”  AOs in UK bodies also 

have accountability to the devolved administration that funds them, where this is 

the case. 

Annual Accounts are a primary means of reporting to Parliament for the 

stewardship of resources.  The preparation of annual accounts in accordance with 

relevant accounting standards is a key responsibility of AOs.  Accounts should 

include appropriate reporting on a body’s “operating segments”, which may 

include services and the geographical areas in which the body operates, as well as 

2 Accountable Officers, in the case of Scotland 

Annexe A PAPLS/S5/18/5/1 



DRAFT 

5 

DRAFT 

narrative about those activities.  In considering the provision of information in 

accounts, a body should consider the interests of the respective Parliaments as 

well as other stakeholders.   

Audited accounts are laid in the relevant parliament and published.  Specific 

provision has been made in legislation for the accounts of some relevant bodies 

to be laid in the Scottish Parliament, as well as in the UK Parliament.   

Ministers are also directly and personally accountable to the Parliament of which 

they are a member. They set the policies (devolved or reserved) under which their 

public bodies deliver services, or contract them from other public or private sector 

bodies. They are accountable to their Parliament for these policy decisions and the 

way these policies are delivered.  They are also accountable to the Parliament of 

which they are a member, for agreements reached between the UK Government 

and devolved administrations, and for executing their role in operating such 

agreements. 

Public audit arrangements 

Parliaments also establish their own public bodies. This includes appointing a 

national auditor and a body to support his or her work: 

 in the UK this is the Comptroller and Auditor General supported by the

National Audit Office (NAO);

 in Scotland, this is the Auditor General for Scotland supported by Audit

Scotland. 

The national auditor conducts and reports to its own Parliament on: 

 the financial audit of its government’s public bodies;

 the value for money of their use of public funds;

 investigations into specific cases giving cause for concern.

 specific reporting requirements introduced by the Scotland Acts providing

assurance in relation to the implementation of financial powers

The independence of national auditors is as critical in relation to devolved matters 

as it is for their other activities. This means that national auditors should be free 

to determine their work programme in accordance with their statutory 

responsibilities.  Work carried out by national auditors on devolved matters 

should, to the fullest extent possible, be planned in advance and reflect the 

Annexe A PAPLS/S5/18/5/1 
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interests of relevant Parliaments and other stakeholders.  National auditors may 

report publicly to the relevant Parliaments and their committees on the results of 

their work on devolved activities. National auditors might make arrangements 

between themselves to ensure that they can fulfil their responsibilities.  The 

number of such instances in any year is likely to be small and will involve 

consultation between the primary auditor of a public body and another national 

auditor to help meet the legitimate accountability needs of the different 

legislatures. 

These arrangements should respect the following principles: 

1. the national auditor with primary responsibility for any particular public body

should be the only auditor which conducts financial audits of that body’s

activities (the ‘primary auditor’);

2. for value-for-money examinations and investigations the primary auditor will

have the opportunity to undertake the work itself;

3. the primary auditor has complete discretion in whether or not to carry out any

examinations or investigations, and how to do so;

4. if the primary auditor declines to perform the examination or investigation

requested, another national auditor (the ‘secondary auditor’) may take forward

this work on the devolved activity within the public body if it is operationally

distinct and funded entirely by the legislature responsible for that devolved

activity (consistent with model C in ‘Four models of accountability for devolved

services’).

5. in the above circumstance, the secondary auditor must ensure that it has

confirmed that the primary auditor is content for the work to be carried out.

While the secondary auditors have no statutory right of access to public bodies in 

the above circumstances, public bodies should enable and support both the 

primary and secondary auditors in carrying out these responsibilities. 

Where the primary auditor of a public body performs work on devolved matters 

following discussion with a secondary auditor, this work should be funded 

through the usual parliamentary processes to the fullest extent possible.    

Annexe A PAPLS/S5/18/5/1 
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Reserved and devolved public bodies 

For the purpose of this paper, reference is made to UK public bodies and Scottish 

public bodies, by reference to the government and legislature to which a public 

body owes its primary accountability – a UK body to the UK parliament, and a 

Scottish body to the Scottish Parliament. 

Some UK public bodies will continue to operate solely in the rest of the UK, or 

solely in England, Wales or Northern Ireland or some combination of those. Others 

may operate solely in Scotland, although this is rarely likely to be the case. All of 

these are considered to be UK public bodies for these purposes.  A UK public body 

is one that is primarily accountable to the UK parliament, regardless of which part 

of the UK it is based. 

Central Government departments (reserved and devolved) deliver some services 

directly, without the use of an arm’s length body. In these cases, references to the 

‘public body’ should be understood as references to the service delivery function 

of the department; and references to the ‘executive’ or ‘government’ should be 

taken as references to the Ministers and policy functions of the department, or in 

the case of non-Ministerial departments to that part of the central administration 

which agrees the organisation’s objectives and budgets. 

In the application of this model, the starting point should be to establish clearly 

whether the public services being considered are delivered under devolved or 

reserved powers. 

Collective accountability of Board members 

The Smith Commission agreed to give Scottish Ministers the power to appoint 

Scottish board members to certain UK-wide public bodies who have responsibility 

for delivering devolved services.3 These appointees are to be ‘capable of 

representing the interests of Scotland’. 

This supports good governance in the public bodies concerned, ensuring that 

Boards have a balance of skills and experience appropriate to fulfilling their full 

range of responsibilities. However, good governance also requires that appointees 

3 Report of the Smith Commission for further devolution of powers to the Scottish Parliament, 

November 2014 

www.smith-commission.scot 
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act in the best interests of the Board to which they have been appointed, and 

these appointments should not change the accountability of the Board as a whole, 

and the Accounting Officer of the public body concerned, for the services it is 

delivering. 

Once appointed, appointees are primarily accountable to the Chair of their Board 

for their performance as a Board member. On appointment, it should be made 

clear to Board members the terms under which they are appointed, and the 

circumstances under which an appointing Minister might terminate such an 

appointment, or appoint a replacement. Any such terms should not be drawn up 

in such a way as to conflict with the appointee’s core responsibilities as a Board 

member. This includes their collective responsibility to the Board within the 

corporate governance framework which has been adopted for the public body, 

and any Companies Act 2006 statutory obligations for public bodies structured as 

a Companies Act company. 

Annexe A PAPLS/S5/18/5/1 
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PRINCIPLES FOR ACCOUNTABILITY & DEVOLUTION 

1. Each public body will only be directly accountable to one elected legislature:

 UK government and UK public bodies are accountable to the UK Parliament;

 Scottish government and Scottish public bodies are accountable to the Scottish

Parliament;

 formal obligations to deliver services, make reports and give account can only be

set by the sponsoring legislature (subject to the second principle).

 Each public body is accountable to one elected legislature for the performance of

the body as a whole.

2. Public bodies may deliver public services to the executive in another jurisdiction,

subject to the agreement of its own executive:

 UK government bodies make agreements with the Scottish government to deliver

devolved services;

 Scottish public bodies make agreements with the UK government to deliver

reserved services;

 UK parliamentary bodies and their Scottish counterparts may make arrangements

to support each other in fulfilling their remit, bilaterally or with the agreement of

their Parliaments;

 Where there is a statutory requirement to deliver public services to the executive

in another jurisdiction, a public body should follow that requirement.

 if there is no agreement (or statutory provision), each executive will deliver its

own services, but decisions on the delivery model should take account of value

for money across the whole system.

3. Except where there is specific statutory provision for information to be

requested, a legislature should only directly request information or services

from a public body in its own jurisdiction. Each legislature should request its

own executive to seek information or services from the body of another

jurisdiction where desired:

 Any recommendations made by the requesting legislature should be limited to

their (devolved or reserved) competence and directed at their own executive,

unless it has statutory powers to require action from another public body. The

executive may then seek the relevant information to respond to the legislature’s

requests, from its own or other public bodies.

Annexe A PAPLS/S5/18/5/1 
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 If the public body is directly accountable to parliament (e.g. national auditors),

the request should be made via the requesting legislature’s equivalent body.  For

example, a Scottish committee seeking audit information from a UK public body

should ask the Auditor General for Scotland to obtain that information. The

Auditor General for Scotland should then discuss the request with the C&AG who

will determine how the request should be handled.

4. The executive in the commissioning jurisdiction is accountable to its own

legislature for delivery of services, regardless of which jurisdiction the public

body providing the services is in:

 the public body delivering the commissioned service is only responsible to the

body to which it has been ‘contracted’;

 the commissioning executive is accountable to its parliament for the way it has

obtained delivery of the services;

 the commissioning executive is accountable to its parliament for the delivery of

services by public bodies within its jurisdiction, and for any agreements made

with UK public bodies

 where statutory provisions make other arrangements, the contracted delivery

body may have direct accountability to both legislatures for specific activities.

5. A public body may provide information, advice or reporting direct to the

legislature of another jurisdiction voluntarily and subject to there being no

significant impact on resources or delivery of core services:

 in these cases, the public body will not be bound by any direction from the

alternate executive or recommendation of the alternate legislature, except where

this leads to an agreed change in the service agreement;

 this voluntary agreement cannot over-ride any statutory requirement enacted by

the public body’s own legislature which commits the public body to report or give

evidence to the other legislature.

6. A public body will be free to charge for any services commissioned by the

legislature or executive other than its own sponsor: 4

 if delivering discretionary services, not required by statute of its own parliament,

the public body should normally recover funding for those services from the

commissioning body;

4 To note, funding arrangements for national auditors are set out separately in this document 

under ‘Public audit arrangements’. 
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 charging between public sector bodies should normally be at full cost recovery

only, following the principles set out in Managing Public Money or its devolved

equivalent;

Annexe A PAPLS/S5/18/5/1 
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FOUR MODELS OF ACCOUNTABILITY IN DEVOLVED SERVICES 

Categories of devolved service delivery 

Devolution settlements are different for Scotland, Wales and Northern Ireland, and 

within each there is a mix of reserved and devolved functions and services. In 

each case, it is important to define clearly the nature of the devolved and reserved 

services which are being considered. 

Any public service being delivered by a public body under a devolution settlement 

will fall into one of the following four categories: 

A. Devolved functions and services

 Examples include: schools, health, property tax, courts

B. Shared competence with common delivery of a jointly funded service

 Examples include: income tax collection

 Includes situations where effective service delivery by a single public body

(e.g. tax collected) depends on decisions of both the UK and Scottish

governments, with funding from both executives used to fund a single and

inseparable service.

 In this case, devolved and reserved services are inseparable and the

devolved administration does not have the ability to withdraw and provide

the service directly itself if it chooses to do so.

C. Shared competence with separately funded delivery of devolved and reserved

services

 Examples include: DWP for welfare services (inc. Universal Credit)

 Includes situations where there are funding streams for an activity

undertaken by a single public body from both the UK and Scottish

governments, with both income streams necessary for the service to be

delivered effectively.

 In this case, devolved and reserved services are separable and the devolved

administration can withdraw and provide the service directly itself if it

chooses to do so.

 Similar to a combination of Categories A and D.

Annexe A PAPLS/S5/18/5/1 
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D. Reserved – but with distinct and significant devolved interest

 Examples include: energy policy, HS2, statistics, immigration, with impact

on economic activity (e.g. employment, investment, policing, health,

education).

 Includes situations where decisions made by the UK government might have

a distinct and significant impact on devolved matters in Scotland.

 The devolved interest must be genuinely within the competence of the

devolved authority, and must be both distinct and significant to be treated

within this category.

The following section proposes accountability models for public services falling 

within each of these four categories. 

Public bodies with more than one category of service delivery

There may be scenarios where just one of these models is not appropriate for all 

the work of a department or public body. In these cases it should be possible for 

different models of accountability to be applied to discrete areas of a public 

body’s work.  

For example, a body could apply a Model B relationship to one area of its work 

with the Scottish Government, but a Model C relationship for others. This would 

allow the most appropriate accountability relationships to operate in each 

circumstance. 

Some public bodies with more than one category of service may not wish to 

separate their services in this way. In these cases, at the judgement of the relevant 

Accounting Officer, the body might choose to treat all of its services under a 

single model. This will normally be the model which gives the greater degree of 

accountability to both parliaments. 

The Accounting Officers should agree this with their Ministers before committing 

to the higher degree of shared accountability, and care must be taken not to cede 

competence to the devolved administration in policy areas which have not been 

devolved. An agreement might include offering, for example, additional reporting 

commitments beyond those which are required by statute, or where no other 

obligation exists. Accounting Officers should take particular care when 

responding to any recommendations of the devolved legislature or executive on 

reserved policy areas. 
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Functions with no distinct or significant devolved interest 

Model D is intended to set a framework for relationships where there is a distinct 

and significant devolved interest in a reserved activity. Reserved activities which 

fall outside this framework will not normally be expected to fall within devolved 

competence. 

Nevertheless, in some areas these less significant devolved interests might still 

need to be taken into account in the delivery of reserved services. By voluntary 

agreement, a UK public body may lay reports published elsewhere in the Scottish 

Parliament. It is not obliged to give evidence on them or respond to 

recommendations – although may it choose to do so with the agreement of its 

sponsor in the UK government. 

It is good practice to ensure that any such agreement is captured in a 

Memorandum of Understanding. 

Statutory obligation 

Any statutory provision takes precedence over voluntary elements of this 

accountability model. Public bodies being asked to consider new legislation of this 

kind should make reference to these principles before legislating. 

The Scotland Act 2016 introduced some oversight for the Scottish Parliament in 

areas of reserved policy. For example, Ofcom is now under a statutory obligation 

to lay its annual report and accounts in front of the Scottish Parliament, and to 

attend Scottish Parliamentary committees. Statutory obligations may also arise 

from legislation other than the Scotland Act 2016. 
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Accountability models in Scottish devolution 

A. Devolved functions and services

This is the baseline model – with no cross-over in delivery of public services

between UK-wide and devolved public bodies. Accountability arrangements

are as set out in Model A below. The Fiscal Framework will apply.

Model A: Devolved functions and services
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Table A: Devolved functions and services 

UK Government Scottish Government 

Responsible 

for: 

Allocating funding to the Scottish 

Government through national legislation 

and the Barnett formula 

Policy, resource allocation and delivery 

Accountable 

to: 

UK Parliament Scottish parliament  

(Public Audit and Post-Legislative 

Scrutiny Committee and other 

committees) 

Audited by: National Audit Office Audit Scotland 
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B. Shared competence with common delivery of a jointly funded service

In this model, a policy or public service where both the national and devolved

governments have competence is delivered by a single public body, funded

by and accountable to its primary sponsor, but with additional income from

the devolved executive, e.g. income tax collection.  In this case, the devolved

administration is unable to withdraw from the arrangement and services are

inseparable.

This funding model could also be reversed.
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Model B: Shared competence with common delivery of a jointly funded 

service 

Annexe A PAPLS/S5/18/5/1 



DRAFT 

19 

DRAFT 

Table B: Shared competence with common delivery of a jointly funded 

service 

UK Government Scottish Government UK Public body 

Responsible 

for: 

Policy, resource 

allocation of its element 

of the activity. 

Oversight and 

sponsorship of the UK 

public body. 

Agrees with its public 

body the terms of a 

Memorandum of 

Understanding (MoU) or 

Service Delivery 

Agreement (SDA) with 

the Scottish government. 

Policy and resource 

allocation for its 

elements of the 

activity. 

Commissions services 

from a UK public body 

under MoU/SDA and 

pays for them. 

Delivery of all elements 

of the activity, 

by agreement and under 

a commission from the 

devolved executive 
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UK Government Scottish Government UK Public body 

Accountabl

e to: 

UK Parliament (PAC and 

select committees) for its 

element of the activity. 

Scottish parliament  

(Public Audit and 

Post-Legislative 

Scrutiny Committee 

and other committees) 

for policy and 

resource allocation to 

its element of the 

activity, the delivery of 

outcomes under the 

MoU/SDA, and the 

effectiveness of 

arrangements agreed 

under any MoU/ SDA. 

UK Ministers for delivery 

of policies. 

UK parliament for use of 

public resources to 

deliver policies, 

including appearing 

before UK parliament 

select committees and 

Public Accounts 

Committee. 

Scottish government 

ministers and officials 

for delivering services to 

the standard agreed in 

the MoU/SDA. 

 Appears at Scottish 

committee and/or 

Scottish Public Audit and 

Post-Legislative Scrutiny 

Committee to account 

for use of Scottish 

funding and delivery of 

devolved services, 

alongside Scottish 

Government 

ministers/officials 
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UK Government Scottish Government UK Public body 

Audited by: National Audit Office for 

delivery of reserved 

elements of the policy 

Audit Scotland NAO on behalf of the UK 

Parliament, for financial 

audit, vfm studies and 

investigations. 

AGS consults the C&AG 

on proposals for Scottish 

related work in respect 

of jointly funded 

services. 

C&AG takes account of 

AGS consultation and 

has discretion to choose 

whether or not to carry 

out any examinations or 

investigations and how 

to do so. 

C&AG reports the results 

of relevant work to the 

UK and Scottish 

Parliaments as 

appropriate. 
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C. Shared competence with separately funded delivery of devolved and reserved

services

In this model, a UK public body delivers additional services, separately

funded, for the devolved executive, in addition to its core services for its

sponsor executive.

This funding model could also be reversed, with a devolved public body

delivering additional services to the UK government.

The devolved administration may withdraw from the arrangement, and

services are separable.
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Model C: Shared competence with separately funded delivery of devolved and 

reserved services 
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Table C: Shared competence with separately funded delivery of devolved and 

reserved services by a UK public body - as above, this could also be 

reversed for a Scottish public body.   

UK Government 
Scottish 

Government 
UK Public body 

Responsibl

e for: 

Policy, resource 

allocation for 

reserved elements of 

the activity. 

Oversight and 

sponsorship of the 

UK public body. 

Agrees with its 

public body the 

terms of a 

Memorandum of 

Understanding 

(MoU) or Service 

Delivery Agreement 

(SDA) with the 

Scottish 

government. 

Policy and resource 

allocation for its 

elements of the 

activity. 

Commissions 

services from a UK 

public body under 

MoU/SDA and pays 

for them. 

Delivery of all elements of the activity, 

by agreement and under a commission 

from the devolved executive. 

Accountabl

e to: 

UK Parliament (PAC 

and select 

committees) for its 

element of the 

activity. 

Scottish parliament  

(Public Audit and 

Post-Legislative 

Scrutiny Committee 

and other 

committees) 

for policy and 

resource allocation 

to its element of the 

activity, and the 

delivery of outcomes 

under the MoU/SDA. 

UK Ministers for delivery of reserved 

policies. 

UK parliament for use of public resources 

to deliver both reserved and devolved 

policies, including appearing before UK 

parliament select committees and PAC. 

Scottish government ministers and 

officials for use of public money and 

delivering services to the standard agreed 

in the MoU/SDA. 

Lays copy of audited accounts for 

activities undertaken with devolved 

funding in the Scottish Parliament. 

If included in the MoU/SDA, appears at 

Scottish committee and/or Scottish Public 

Audit and Post-Legislative Scrutiny 

Committee to account for use of Scottish 

funding and delivery of devolved 

services, alongside Scottish Government 

ministers/officials. 
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UK Government 
Scottish 

Government 
UK Public body 

Audited 

by: 

National Audit Office 

for delivery of 

reserved elements of 

the policy 

Audit Scotland NAO on behalf of the UK Parliament, for 

financial audit, vfm studies and 

investigations – including financial audit 

of the activity funded by Scottish money, 

and any separate Scottish account 

AGS consults the C&AG on proposals for 

Scottish related work in respect of a 

separable service funded by the Scottish 

Parliament. 

C&AG takes account of AGS consultation 

and has discretion to choose whether or 

not to carry out any examinations or 

investigations and how to do so. 

C&AG reports the results of relevant work 

to the Scottish Parliament as appropriate. 

In the event that the C&AG declines to 

perform the examination or investigation 

of a separable activity funded entirely by 

Scotland, the AGS may take forward this 

work provided that: 

 the public body concerned has

confirmed that it agrees to the work

being performed; and

 the C&AG is content that the work will

not disrupt the C&AG’s current or

future work programme or undermine

the C&AG’s relations with the public

body.

AGS reports the results of such work to 

the Scottish Parliament as appropriate. 
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D. Reserved – but with distinct and significant devolved interest

This model provides for additional reporting to the devolved legislature on

reserved areas of service delivery which have a distinct and significant impact

on areas of devolved competence.

This model could also be reversed, with a devolved public body delivering

services which impact directly on reserved areas of competence.

Model D: Reserved – but with distinct and significant devolved interest 
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Table D: Reserved – but with distinct and significant devolved interest – as 

above, this could also be reversed for a Scottish public body. 

UK Government Scottish Government UK Public body 

Responsible 

for: 

Policy, resource 

allocation and 

delivery of the 

activity. 

Oversight and 

sponsorship of the 

UK public body. 

Agrees with its 

public body the 

terms of any 

engagement with the 

Scottish government. 

Support/challenge UK 

government policy 

which impacts on 

devolved functions 

Seek (and pay for) 

additional information 

on impact of policy, 

effectiveness of delivery 

etc. 

Raise issues with the 

UK government arising 

from audit of devolved 

interests and 

recommendations of 

the Scottish Parliament. 

Delivery of all elements of 

the activity. 
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UK Government Scottish Government UK Public body 

Accountable 

to: 

UK Parliament (PAC 

and select 

committees) for the 

activity. 

Scottish parliament  

(Public Audit and Post-

Legislative Scrutiny 

Committee and other 

committees) 

for engagement with 

UK government on 

devolved policy 

interests. 

UK Ministers for delivery 

of reserved policies. 

UK parliament for use of 

public resources to deliver 

both reserved and 

devolved policies, 

including appearing 

before UK parliament 

select committees and 

PAC. 

Scottish Government by 

agreement, providing 

information (with or 

without payment). 

Scottish Parliament, by 

agreement providing 

witnesses to appear 

alongside Scottish 

Government at 

committees or Public 

Audit and Post-Legislative 

Scrutiny Committee – at 

the request of the relevant 

Scottish Minister or 

Accountable Officer. 
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UK Government Scottish Government UK Public body 

Audited by: National Audit Office Audit Scotland NAO on behalf of the UK 

Parliament, for financial 

audit, vfm studies and 

investigations. 

AGS has no remit to 

initiate vfm studies or 

investigations of reserved 

activities.  AGS consults 

the C&AG on proposals for 

work in respect of 

activities reserved to the 

UK Parliament that have a 

distinct and significant 

impact on devolved 

matters in Scotland. 

C&AG takes account of 

AGS consultation and has 

discretion to choose 

whether or not to carry 

out any examinations or 

investigations and how to 

do so. 

C&AG reports the results 

of relevant work to the UK 

and Scottish Parliaments 

as appropriate. 
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Submission by the Auditor General for Scotland to the Public Audit 

and Post Legislative Scrutiny Committee of the Scottish Parliament 

Scottish devolution: a framework for audit and accountability 

Summary 
1. The provisions of the 2012 and 2016 Scotland Acts and the fiscal framework are

fundamentally changing Scotland’s public finances. Where previously there was a clearer
distinction between reserved and devolved areas, there is now an increasing number of
shared areas where the UK departments and public bodies are involved in devolved matters.
This includes areas that are critical to the Scottish Parliament’s activities and finances –
including Scottish Income Tax, aspects of social security administration and assignment of
Value Added Tax (VAT).

2. The UK and Scottish Governments are developing an audit and accountability framework for
devolved powers. This sets out how the Governments agree accountability and audit should
operate in newly devolved areas, alongside existing arrangements and specific legal
requirements. Key aspects of this include:

 the extent to which UK bodies report publicly on their devolved responsibilities and
respond to requests from the Scottish Parliament for information and explanation about
these

 how the audit process operates to provide assurance and evaluation to the Scottish
Parliament for devolved areas that are delivered by UK bodies.

3. The draft framework is clear that fully devolved activities undertaken by the Scottish
Government or Scottish public bodies without the involvement of UK public bodies (such as
devolved taxes or the management of the Crown Estate in Scotland) fall under the Scottish
Parliament’s existing audit and accountability arrangements (referred to as model A in the
framework). In my view this enables effective arrangements to support Parliamentary
accountability in relation to these activities.

4. The draft framework also recognises that UK public bodies are accountable to the Scottish
Parliament and Government in relation to matters of significant devolved interest in areas of:

 shared competence (model B), where UK public bodies undertake devolved activities as
an integral part of a UK-wide service (such as Scottish Income Tax administration)

 shared delivery (model C), where UK bodies undertake devolved activities under
agreement with the Scottish Government (such as aspects of social security
administration)

 shared interest (model D), where there is a distinct and significant Scottish interest in
reserved matters (such as energy policy).

5. The specific nature and extent of these arrangements vary between these different types of
situation, including provision for reporting to the Scottish Parliament and for relevant UK
Accounting Officers to appear before it. Importantly the draft framework recognises that the

1 
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extent of this should be proportionate to the interest of the Scottish Parliament. In my view this 
provides a reasonable basis to enable direct accountability of UK public bodies to the Scottish 
Parliament for relevant matters. 

6. The draft framework recognises the importance of auditing by national auditors as a key
aspect of accountability for both fully devolved activities and other areas of significant
devolved interest. The key strengths of the public audit model are reflected, including:

 the independence of the audit process

 the ability of auditors to report on their work in public

 wider scope auditing that includes financial and value for money matters.

7. The draft framework also recognises the need for consultation between the Audit Scotland
and National Audit Office (NAO) on audit work programmes covering matters of significant
devolved interest in UK bodies. In my view the draft framework’s provisions in these areas
include important components necessary to enable effective audit arrangements to support
Parliamentary accountability.

8. The auditing provisions in the draft framework also provide me with some access to audit
value for money directly in UK public bodies in relation to their delivery of devolved activities,
such as aspects of social security administration that are undertaken by DWP (model C). As
currently set out this is effectively subject to veto by the Comptroller and Auditor General
(C&AG) and also needs to be agreed by the UK public body concerned (albeit bodies are
encouraged to enable this). There is no provision for me to be able to audit value for money in
areas such as the administration of Scottish Income Tax by HMRC (model B) or to conduct
joint work. In my view in these areas the draft framework does not fully satisfy the needs that
the Scottish Parliament has identified to support its scrutiny of devolved matters.

9. I make a number of observations about the draft framework in this paper, including
suggestions for strengthening it to better support the interests and responsibilities of the
Scottish Parliament. Ultimately decisions on this will be taken by Ministers through the Joint
Exchequer Committee, informed by the views of the Committee on behalf of the wider
Parliament.
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Introduction 
10. The provisions of the 2012 and 2016 Scotland Acts and the Fiscal Framework are

fundamentally changing Scotland’s public finances. The full range of income tax powers set
out in the 2016 Act are now in operation, and in the coming years it is expected that VAT
assignment, devolved social security powers and further devolved taxes will be implemented.
By the end of 2020/21, around £22 billion of public money will be raised directly in Scotland
each year, accounting for more than half the Scottish budget.

11. The Smith Commission agreed that the Scottish Parliament should seek to expand and
strengthen the independent scrutiny of Scotland’s public finances in recognition of the
additional variability and uncertainty that further tax and spending devolution will introduce into
the budget process. As Auditor General, I am committed to supporting the Parliament to
develop world class arrangements for holding Government to account and improving the use
of public money, working with colleagues in Audit Scotland.

12. The fiscal framework outlines policy principles for accountability to the UK and Scottish
Parliaments in relation to devolved matters. Both Governments agreed there should be
accountability of delivery bodies in both jurisdictions, together with a set of robust auditing
arrangements. These will be agreed by Ministers through the Joint Exchequer Committee. On
26 January 2018 the Scottish Government and HM Treasury each wrote to the Public Audit
and Post Legislative Committee (PAPLSC) to provide an update on the progress their officials
have made in developing a framework for audit and accountability arrangements for devolved
powers, together with the draft framework.

13. I welcome the Committee’s interest in this important area. I set out below my views on the
draft framework, and describe how I expect the framework to apply in relation to the most
significant new financial powers.  My comments are informed by the views of the Parliament
as expressed in the Public Audit Committee's report of June 2015, previous evidence
sessions with both PAPLSC and the Finance and Constitution Committee, and the work of the
Budget Process Review Group. In my comments I have considered the extent to which the
implementation of the framework is likely to enable the Scottish Parliament to scrutinise the
use of the devolved powers.

Development of the framework 
14. The Public Audit Committee (PAC) of the Scottish Parliament (session 4) previously

considered how the audit and accountability environment needed to evolve in response to the
further devolution of powers. In June 2015 it published a paper setting out three key principles
underpinning audit reporting to the Scottish Parliament – proportionate, transparent and
robust1. These continue to provide a sound basis for the information the Scottish Parliament
needs to hold to account those who collect or spend public money.

1 http://www.parliament.scot/S4_PublicAuditCommittee/Public_Audit_Committee_-
_Scotland_Bill_Response(2).pdf 
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15. The Budget Process Review Group published its final report in June 20172. This set out the
results of a fundamental review of the budget process in light of the Scottish Parliament's new
financial powers. Both the Finance and Constitution Committee and the Scottish Government
welcomed the package of recommendations, and are committed to implementing them. This
will involve significant changes to how the Scottish Parliament considers financial matters. The
Group also emphasised the important role that audit reporting plays in supporting Parliament’s
scrutiny of public spending, by providing independent, evidence-based assessment of the
public finances, performance and value for money. In my view such an approach should apply
across all devolved areas, irrespective of whether activities are undertaken by Scottish or UK
bodies.

16. Our engagement with the Scottish Government has been constructive. In May 2017 the
Scottish Government invited Audit Scotland to comment on a draft of the framework for audit
and accountability. We provided our views and suggestions in response, and continued
discussion with Scottish Government officials throughout the drafting process. We also
confirmed our opinion that the views of the Scottish Parliament should be sought before final
decisions are taken on the framework.

17. Scottish Government officials have played our views into their discussions with HM Treasury.
Many of our suggestions have been adopted, alongside other changes to the framework. In
my view the current draft has been significantly strengthened in a number of areas, which are
highlighted below. In other areas our suggestions have not been taken on board, and my
remaining concerns are also outlined.

18. On 26 January 2018 the Scottish Government wrote to Audit Scotland to invite any further
comments on the current draft. We have shared this submission with officials in response.

Direct parliamentary accountability 
19. The Scotland Acts of 2012 and 2016 and the fiscal framework have shifted the boundaries of

the devolution settlement. Where previously there was a clearer distinction between reserved
and devolved services, there is now an increasing number of shared areas where public
bodies are responsible for providing services in more than one jurisdiction.  This includes
areas that are critical to the Scottish Parliament’s activities and finances – including Scottish
Income Tax, aspects of social security administration and assignment of VAT. While it is
appropriate for public bodies to be accountable to one elected legislature for the performance
of the body as a whole, it is also important that UK public bodies such as HMRC and DWP
that deliver devolved services are sufficiently accountable to the Scottish Parliament for their
use of devolved funds and contribution to devolved activities.

20. Given the respective scope of the Scottish and UK Parliamentary and Government
responsibilities, activities or issues that might not be significant for one jurisdiction may
nonetheless be significant for the other. This means that audit and accountability
arrangements need to be proportionate to each Parliament’s interests. For example, the
extent to which UK bodies report publicly on devolved aspects of their responsibilities and

2 http://www.parliament.scot/S5_Finance/Reports/BPRG_-_Final_Report_30.06.17.pdf 
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respond to requests from the Scottish Parliament for information and explanation about these 
should take account of the relative importance of such issues in a Scottish context. 

21. The draft framework includes a number of provisions that address these key requirements:

 it recognises that UK public bodies are accountable for the delivery of devolved services
to the Scottish Government for services it has commissioned, and to the Scottish
Parliament where it has approved the corresponding budget. UK public bodies should
recognise and support the interest of the Scottish Parliament in scrutinising the delivery of
public services that have a distinct and significant impact on its responsibilities.
Accounting Officers in UK bodies also have accountability to the devolved administration
that funds them (page 4).

 in providing information in its published annual accounts a UK public body is required to
consider the respective interests of both Parliaments, as well as other stakeholders (page
5).

 specific provision is made for various forms of accountability and reporting by UK public
bodies to the Scottish Parliament and Government in Models B, C and D. These models
appropriately distinguish between different classes of arrangement where the Scottish
Parliament has an interest in UK bodies’ activities (pages 11 to 28).

22. Taken together this provides a reasonable basis for UK public bodies and the relevant
accounting officers to report on and provide evidence to Scottish Parliamentary Committees
on areas with a significant Scottish Parliamentary interest. There are a number of aspects of
this which in my view would benefit from further clarification:

the extent of Scottish Government’s accountability for the performance of UK public bodies in
devolved areas

 The principles in the document (page 10) highlight that “the executive in the
commissioning jurisdiction (the Scottish Government) is accountable to its own legislature
(the Scottish Parliament) for delivery of services, regardless of the jurisdiction the public
body providing the services is in (potentially a UK public body)”. The detailed
arrangements for model B indicate that the Scottish Government is accountable for “the
delivery of outcomes under the (agreement with the UK public body)” and would appear
alongside the UK body at Scottish parliamentary committees. This is appropriate for
Model C cases, such as aspects of social security, where the Scottish Government has
chosen to commission a UK public body. But it seems less appropriate for model B
cases, such as Scottish Income Tax, where the Scottish Government has no discretion
about using UK arrangements and cannot be meaningfully held to account for the UK
body’s delivery.
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the extent to which the principles and detailed arrangements set out in the second half of the 
draft framework are consistent with the need for audit and accountability arrangements to be 
proportionate to Scottish Parliamentary interests 

 As noted above, the text in the early part of the draft framework is clear for the need for
such proportionality. In my view it would be helpful for this concept to be more clearly
embodied in the principles set out on pages 9 and 10. Other than where specific statutory
provisions are in place, the draft framework relies on the judgement of accounting officers
for UK bodies over reporting on Scottish issues, and on these organisations reaching
agreement with the Scottish Government about specific arrangements in each case. This
provides the flexibility for arrangements to be tailored to specific circumstances. A key
aspect of the review planned for 2021 should be the extent to which this approach meets
the needs of the Scottish Parliament in practice.

the extent to which the accountability arrangements that apply in relation to UK public bodies 
apply to different components of the UK Government 

 It is clear from the draft framework that UK Government departments such as HMRC and
DWP are accountable to the Scottish Parliament for devolved ‘service delivery’ matters in
the manner described above. It less clear how the framework applies to areas such as
HM Treasury’s exercise of UK responsibilities under the fiscal framework (such as
calculation of the block grant and VAT assignment), and whether such activities may be
considered ‘service delivery’. The Scottish Parliament may reasonably expect the
provisions of model D to apply, given these are reserved responsibilities with a significant
Scottish interest. This would mean that it would have the opportunity to obtain information
and explanations directly from the UK Government in such areas. The Committee may
wish to confirm that this is how the framework is expected to operate, given the
importance of this particular area to the Scottish context.

Audit arrangements 
23. The draft framework clearly recognises where functions and services are devolved to

Scotland, and are provided directly by the Scottish Government or by a Scottish public body
(Model A, covering areas such as devolved taxation), that accountability and audit
arrangements should follow those already established in Scotland. This means that the
Scottish Government and its public bodies are accountable to the Scottish Parliament, I
appoint the auditor of relevant accounts, and the functions and services are subject to my
value for money reporting responsibilities. Any functions or services that are devolved in turn
to local government in Scotland will come under the remit of the Accounts Commission. This
arrangement appropriately supports the Parliament’s interests in relation to services that are
fully devolved. I strongly welcome this approach.

24. The key principles of the public audit model are evident in the draft framework, which helps to
underpin audit activity that supports accountability to the Scottish Parliament for devolved
matters:

 independence – the draft framework provides for auditors to consider the respective
interests of both Parliaments when deciding on their work programmes, but neither the
Scottish or UK Parliaments, or the respective Governments are able to direct audit work.
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The proposed arrangements for funding audit work on devolved matters through the 
usual Parliamentary processes (page 6) also help underpin auditor independence. 

 reporting in public – the draft framework enables auditors undertaking specific pieces of
audit work in relation to devolved matters to report on that work to the Scottish Parliament
and to give evidence on the work they have performed.

 wider scope – the draft framework provides for audit work in relation to value for money
and investigations, as well as the financial audit of accounts. I am content that it is
appropriate and efficient for the NAO to undertake all financial audits of the accounts of
UK bodies.

25. The provision in the draft framework for consultation between Audit Scotland and the NAO
establishes a good basis for discussion between auditors about potential areas of audit that
are likely to support the interests of the Scottish Parliament. The draft framework also provides
for the Scottish Parliament to ‘seek audit information from a UK body’ by requesting that I
engage with the C&AG. In practice I expect this to build on current approaches where the
Parliament might make suggestions about the content of my work programme for my
consideration alongside other relevant factors.

26. In my view the draft framework would be strengthened in this area by recognising that:

 in considering our work programmes both the C&AG and I will each form our own
perspectives on the views and issues of the Scottish Parliament. While discussion
between Audit Scotland and NAO will help inform this, our perspectives may from time to
time be different. Audit Scotland should not have sole responsibility for representing the
Parliament’s views or seeking information from the NAO on the Parliament’s behalf.

 we are well placed to support the Scottish Parliament’s consideration of Scottish related
work reported by the NAO by drawing on our wider knowledge of the Scottish context.
This is built up from other aspects of our work programme and regular engagement with
the Scottish Parliament, Government and public bodies, and wider stakeholders. Such an
approach already operates in relation to Scottish Income Tax, where we appear with the
C&AG in the Committee’s evidence sessions. In my view there are opportunities to build
on this to enable the Scottish Parliament to understand the implications of NAO’s work on
devolved matters, and this should be provided for in the framework.

 in some areas joint work between the Audit Scotland and NAO may be valuable to
support the interests of Parliament. For example there is the potential to support
integrated audits of the interface between devolved and reserved responsibilities such as
the impact on taxpayers or social security clients, the interfaces between tax and social
security systems, or how the activities of the Scottish security agency link through to
DWP systems.
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27. The draft framework provides for me to have some access to UK bodies in relation to
devolved matters. This would enable me to undertake audit work on devolved issues at UK
bodies in limited circumstances. While I do not have a statutory right of access, there is a non-
statutory requirement for public bodies to enable and support this work. In practice this is likely
to mean that I would be dependent on the goodwill of UK public bodies to undertake such
work. I welcome this recognition that there are circumstances where direct access to UK
public bodies is necessary to support the scrutiny interests of the Scottish Parliament, but I am
concerned that the proposed access may be significantly limited.

28. This limited access would apply only to circumstances where the Scottish Government has
chosen to commission the services of a UK public body, for example for aspects of social
security administration. It does not apply in areas where the Scottish Government has no
discretion about using the services of a UK body, such as in the administration of Scottish
Income Tax. In my view broadening the provisions for access to UK bodies to these
circumstances would strengthen the framework and better satisfy the needs that the Scottish
Parliament has identified to support its scrutiny of devolved matters.

29. The draft framework also requires me to confirm that the C&AG is content for any such work
to be carried out and the UK public body to agree to the work being performed. In my view
removing these requirements would strengthen the framework and better satisfy the needs
that the Scottish Parliament has identified to support its scrutiny of devolved matters.

Taxation 

Fully devolved taxes 

30. Audit arrangements for Land and Buildings Transaction Tax and Scottish Landfill Tax are now
well established. These fall under model A in the draft framework, using my existing powers
and other aspects of the Scottish accountability model. I appoint the financial auditors of
Revenue Scotland and the Devolved Taxes Account it prepares, and these activities fall within
my value for money audit powers. In my view this arrangement is working well, and will extend
to Air Departure Tax and Aggregates Levy as these powers are devolved.

Scottish Income Tax 

31. Income tax administration is classified as model B in the draft framework, given that the
Scottish Government is unable to withdraw and provide the service directly. Audit
arrangements for Scottish Income Tax are set out in Section 80HA of the Scotland Act 1998.
The draft framework rightly recognises that statutory requirements take precedence over the
provisions of the framework.

32. The 1998 Act requires the C&AG to report annually to the Scottish Parliament on HMRC’s
arrangements for administering Scottish Income Tax, the correctness of Scottish Income Tax
revenues brought to account, and the accuracy and fairness of recharges to the Scottish
Government. In response to a recommendation of the PAC in session 4 of the Parliament I
report alongside the C&AG to provide ‘additional assurance’ under a Memorandum of
Understanding with the C&AG. This confirms the robustness of the NAO’s audit and helps
place its findings in a wider Scottish context. The C&AG recently made his third such report,
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covering 2016/17 as the first full year of operation of the Scottish Rate of Income Tax. The 
Committee considered his report and my additional assurance report on 11 January 2018. 

33. In its June 2015 paper, the PAC stated its opinion that:

“The Scotland Bill 2015 proposes devolution of a greater range and complexity of powers
(such as the interplay between reserved and proposed devolved function in tax and welfare).
We therefore question whether this ‘additional assurance’ arrangement remains appropriate.
Our view is that a tipping point has been reached such that consideration should be given to
enabling Audit Scotland and the National Audit Office to undertake joint performance audit
work especially in relation to complex areas such as tax and welfare. Similar views were also
expressed by CIPFA, the Law Society of Scotland and the Scottish Government”.

34. The draft framework does not significantly develop the audit model for Scottish Income Tax,
and I have set out my views on this above. In my view, meeting the statutory requirements -
which were established in relation to the more limited powers in the 2012 Act - should not limit
the application of other aspects of the framework on a non-statutory basis given the increasing
significance of the Scottish Income Tax to the Scottish Parliament.

35. I would also highlight that the draft framework does not explicitly provide for the ‘additional
assurance’ model that is in place for Scottish Income Tax to be extended to other areas such
as VAT assignment or aspects of social security administration undertaken by DWP. I set out
my views on how the audit arrangements might be strengthened to better support the interests
and responsibilities of the Scottish Parliament above. In my view in the absence of further
development of the framework in these areas, the application of the ‘additional assurance’
approach should be extended to other relevant areas of significant devolved responsibility.

VAT assignment 

36. Detailed arrangements for the assignment of VAT are currently being developed, prior to
devolution from 2019/20. It is unclear at this stage which, if any, of the provisions in the draft
framework will apply in relation to VAT assignment. In particular, it is unclear if this would fall
under model B or model D. The arrangements for VAT administration in the round are clearly
a reserved matter, but in my view the Scottish Parliament is likely to require assurance that
the assignment arrangements agreed between the UK and Scottish Governments are being
applied correctly, given the direct effect on the Scottish budget.

Social security 

Scottish social security agency 

37. The Scottish Government has announced plans to establish a social security agency to deliver
devolved social security benefits as these come on stream. The direct activities of the agency
will fall under model A in the draft framework, meaning that they are subject to my existing
powers and other aspects of the Scottish accountability model. I will appoint the financial
auditors of the agency and accounts it prepares for Scottish social security payments. These
activities also fall within my value for money audit powers. In my view this is appropriate and
enables effective arrangements to support Parliamentary accountability.
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Interaction with the DWP 

38. There is likely to be significant interaction between the administration activities of the Scottish
social security agency and the DWP. The nature and extent of this will depend on the
decisions of the Scottish Government and the agency as the new powers are implemented.
Any activities undertaken by DWP in relation to the administration of devolved social security
will fall under model C. This would mean that:

 the NAO will continue to undertake the financial audit of DWP’s accounts and I will
appoint auditors to undertake the audit of the Scottish agency’s accounts as outlined
above. There are well-established arrangements under international auditing standards to
support any information exchange that may be necessary to support both financial audits.

 the NAO will consider the extent to which devolved aspects of DWP’s activities should
feature in its performance audit work programme, informed by discussion with Audit
Scotland. The NAO would report on any such work to the Scottish Parliament. Where the
NAO decides not to undertake performance audit work in a particular area and I consider
that such work is appropriate to support the interests of the Scottish Parliament, I would
be able to carry it out and report to the Scottish Parliament, subject to agreement with
both the C&AG and the DWP as outlined above.

39. I set out my views on how the audit arrangements might be strengthened to better support the
interests and responsibilities of the Scottish Parliament above.

Other functions and bodies 
40. In its June 2015 paper the PAC set out its initial observations on the audit and accountability

arrangements which accompany the further powers set out in the 2016 Act in relation to
twelve specific areas. The Scottish Government provided the Committee with an update on
these functions on 12 May 2017. My comments on tax and social security are set out above; I
offer the following observations in relation to the other areas:

 the Crown Estate Transfer Scheme came into force on 1 April 2017, giving effect to the
devolution of the functions of managing the Crown Estate’s wholly-owned assets in
Scotland. This falls under model A in the draft framework, meaning that they are subject
to my existing powers and other aspects of the Scottish accountability model. I have
appointed an auditor to undertake the financial audit of Crown Estate Scotland from
2017/18.

 the Railway Policing (Scotland) Act 2017 received assent in August 2017. The Bill
confers railway policing powers on Police Scotland and the Scottish Police Authority in
preparation for the integration of the British Transport Police (BTP) in Scotland into Police
Scotland. The Act is an initial part of a larger programme of work needed to integrate the
BTP in Scotland into Police Scotland. Ultimately, this activity would fall under model A in
the draft framework, meaning that it will be subject to my existing powers and other
aspects of the Scottish accountability model alongside the other activities of the Scottish
Police Authority and the Police Scotland.

 responsibility for reviews of Scottish Parliament boundaries passed from the Boundary
Commission for Scotland to the Local Government Boundary Commission for Scotland
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with effect from 18 May 2017. The Local Government Boundary Commission is an 
Advisory Non-departmental Public Body sponsored and wholly funded by the Scottish 
Government. As such its activity falls to be considers as part of my existing powers. 

41. The other agencies and areas identified by the PAC are subject to specific provisions set out
in the Scotland Act 2016, in some cases underpinned by detailed Memoranda of
Understanding. The draft framework recognises that statutory provisions take precedence
over its other provisions. Section 66 of the Scotland Act extends the group of bodies who can
be required to provide information or appear before the Scottish Parliament in relation to the
discharge of their functions in relation to Scotland to include the Commissioners of Northern
Lighthouses, the Office of Communications (OFCOM) and the Gas and Electricity Markets
Authority (OFGEM). Other specific provisions are made in relation to the other bodies covered
by the 2016 Act.

Conclusion 
42. Effective arrangements for audit and accountability for devolved matters are critical to ensure

that the Scottish Parliament can effectively scrutinise how public money is raised and spent in
its areas of responsibility. Alongside the statutory provisions, the framework being developed
by the Scottish and UK Governments as part of the wider fiscal framework agreement sets out
detailed proposals for how this will operate. As such it will determine the nature and extent of
accountability the Scottish Parliament can expect in relation to services provided by UK bodies
in devolved areas, particularly Scottish Income Tax, VAT assignment and aspects of social
security administration that may be undertaken by the DWP.

43. I have made a number of observations about the draft framework, including suggestions for
strengthening it to better support the interests and responsibilities of the Scottish Parliament.
Ultimately decisions on this will be taken by the Ministers through the Joint Exchequer
Committee, informed by the views of the Committee on behalf of the wider Parliament. Audit
Scotland and I will, of course, continue to work constructively with the Scottish Parliament, the
Scottish Government and the NAO to deliver our remit and responsibilities within the
framework. I welcome the commitment in the draft framework to review its effectiveness
alongside the wider review of the fiscal framework by 2021.

Caroline Gardner 

Auditor General for Scotland 

2 February 2018 
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HM Treasury, 1 Horse Guards Road, London, SW1A 2HQ 

Jenny Marra MSP 
Convener of the Public Audit and Post-legislative Scrutiny Committee 
The Scottish Parliament 
Edinburgh 
EH99 1 SP 

'Z.6 January 2018

Dear Jenny, 

AUDIT AND ACCOUNTABILITY ARRANGEMENTS FOR THE EXERCISE OF POWERS 

DEVOLVED TO THE SCOTTISH PARLIAMENT 

1. I am writing to update you on the progress that UK and Scottish

Government officials have made in developing a framework for audit and

accountability arrangements for powers devolved to the Scottish Parliament.

2. I understand that the Public Audit and Post-legislative Scrutiny Committee

has previously written to the Secretary of State for Scotland to ask about this work.

Officials have now agreed a draft framework, and have also engaged with the

National Audit Office and Audit Scotland to incorporate their views on auditing

arrangements into this.

3. I understand that Scottish .Government officials wish to discuss this

framework with the Committee at an upcoming hearing on 8 February, so that

they can seek the Committee's views before the framework is presented to UK and

Scottish Government Ministers for agreement.

4. HM Treasury officials also intend to the share the draft framework with the

UK Parliament's Public Accounts Committee, to seek their input in tandem.

Following r�view from both Committees, I would expect the framework to be

finalised between the UK and Scottish Governments via the Joint Exchequer

Committee, as set out in the Scottish Government's fiscal framework agreement.
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5. I am copying this letter to the Secretary of State for Scotland, and to the

Chair of the UK Parliament's Public Accounts Committee. 

Best wishes, 

2 

Annexe C PAPLS/S5/18/5/1 


	0 Agenda - 8 Feb 2018 
	1 Audit and act - Final

	Menu: 


