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11 February 2020 
 
 
 
 
Dear Bruce, 
 
UK SUPPLEMENTARY ESTIMATES 2019-20 
 
I wanted to let you know about changes we expect to be made to the Scottish Budget as a 
result of the 2019-20 UK Supplementary Estimate process, which is due to be published by 
HM Treasury on 12 February, and the actions the Scottish Government has taken to manage 
the financial impacts arising from this. 
 
The Supplementary Estimate is the sole opportunity for the UK government to revise the 
budget for 2019-20 in-year (the analogous process to our Budget Revisions).  This is where 
all expected changes to budgets for the year are processed and any reserve claims by UK 
Departments are allocated.  This includes all expected changes in Scottish Government 
funding as a result of UK announcements with funding implications since the 2019-20 budget 
was set.  In recent years this has also been a source of late additional positive budget 
consequentials for the Scottish budget flowing from reserve claims made by other UK 
Departments. 
 
The position this year is somewhat different.  HM Treasury have offset positive funding flows 
with some significant reductions to UK departmental budgets on capital and financial 
transactions.  This has given rise to some significant negative Barnett consequentials for the 
Scottish Budget.   
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The total outcome of the Supplementary Estimates process for the 2019-20 Scottish budget 
is expected to be: 
 

 An increase of £62 million on Resource budgets compared to previous expected 
transfers; 

 On Capital budgets the position is now that the Scottish Government is £152.4m 
worse off than we had previously assumed based on information provided by HMT; 

 A reduction of £175 million in the Financial Transactions budget. 
 
The imposition of negative consequentials at Supplementary Estimates is unprecedented 
and indicates a new approach by HMT, which has seen them reduce UK Departmental 
budgets at this stage in line with forecast underspends, generating negative consequentials 
that have offset positive uplifts elsewhere funded from the UK National Reserve.  The key 
difference in treatment for the Devolved Administrations is that these reductions are applied 
with no link to our own 2019-20 underspend position. 
 
The reduction of 2019-20 capital funding for Scotland near the end of the financial year is 
clearly challenging.  There was no practical advance engagement with the Scottish 
Government or the other devolved administrations over the handling of this process and 
minimal notice of the outcomes.  As a result, there was no opportunity to build these 
reductions into forward planning within the capital programme.    
 
Actions taken in response 
 
These and other matters were discussed with the Chief Secretary to the Treasury on 29 
January and serious concern was registered about the reductions themselves and also the 
lack of prior visibility and engagement on managing reductions of this scale.     
 
It is recognised that HM Treasury are operating within the financial framework and Barnett 
has been applied in line with the Statement of Funding Policy.  HM Treasury have offered 
scope for reductions to be deferred into 2020-21.  However, the Scottish Government holds 
the view that the process for engaging the devolved administrations on what are matters of 
real substance and practical negative impact on budgets has fallen short of what might have 
been expected.    
 
As well as registering this concern, the Scottish Government has sought flexibility in order to 
manage the Capital and Financial Transactions budget reductions.   The Government’s 
strategy for managing these reductions in 2019-20 is designed to minimise any impact on 
both 2019-20 spending and the 2020-21 budget allocations proposed last week. 
 
We will therefore draw down £60m of Capital DEL and £120m of Financial Transactions from 
the Scotland Reserve in 2019-20.  HM Treasury have agreed the Scottish Government’s 
request for exceptional flexibility to draw down more than is permitted under the Fiscal 
Framework (which sets the annual ceiling for combined drawdown of CDEL and FTs at 
£100m). 
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The balance of the negative impact will be managed from offsetting emerging underspends 
in both capital and financial transaction spending in 2019-20. 
 
The late positive resource consequentials are already factored into the 2020-21 spending 
plans that I announced last week, reflecting our agreement with HM Treasury that they can 
be deferred into 2020-21 (given the lateness of the notification). 
 
I hope that the Committee finds this update helpful.  
 

 
     
                    KATE FORBES 

http://www.lobbying.scot/
http://www.lobbying.scot/

