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Dear Convener 
 
Scottish devolution – a framework for audit and accountability 
 
Effective arrangements for the audit and accountability of 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. As you know, the Scottish and UK Governments have now 
agreed a framework setting out the nature and extent of accountability the Scottish Parliament 
can expect in relation to services provided by UK bodies in devolved areas. This includes the 
collection of Scottish Income Tax and VAT assignment by HMRC, and aspects of social 
security administration undertaken by the Department for Work and Pensions (DWP). 
 
I provided evidence to the Committee in February 2018 on an earlier draft of the framework, 
suggesting areas where the framework could be strengthened to better support the interests 
and responsibilities of the Scottish Parliament. In its letter to the Cabinet Secretary for Finance 
and the Constitution and the Chief Secretary to the Treasury in April 2018, the Committee 
highlighted its concerns that the draft framework did not fully satisfy the Parliament in its 
scrutiny of devolved matters. 
 
The final framework is significantly different from the version that the Committee discussed in 
February 2018. It is shorter, less complex and focused on principles for accountability. Most of 
the detail, including the four accountability models, has been removed. Most of the concerns 
previously identified have been addressed or partly addressed in the final version of the 
framework; the annex to this letter provides more detail. 
 
The principles-based approach expands the opportunities for cross-border auditing in devolved 
areas that involve UK bodies, but it continues to rely on the Comptroller and Auditor General 
and the Auditor General for Scotland agreeing effective audit arrangements where these are 
not already set out in statute or pre-existing MOUs. I will, of course, continue to work 
constructively with the National Audit Office to implement the framework in a way that will meet 
the needs of the Scottish Parliament as far as possible, but it is possible that this could lead to 
a situation where I am unable to secure the audit activity that I, or the Scottish Parliament, think 
necessary to support the Parliament’s responsibilities. 
 
I welcome the commitment in the draft framework to review its effectiveness alongside the 
wider review of the fiscal framework. 

 
Yours sincerely 
 

 
 
 
Caroline Gardner 
Auditor General for Scotland  



 

Annex 
 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

No AGS access to Model B cases  

PAPLSC expressed concerns that “There is no 

provision for the AGS to be able to audit value 

for money in areas such as the administration 

of Scottish income tax by HMRC or conduct 

joint work. These areas along with the 

assignment of VAT are critical to the 

Parliament’s finances and it is vital that the 

AGS is able to provide assurance to it on the 

extent to which the UK bodies are delivering on 

shared competence (model B) responsibilities. 

We therefore ask that consideration is given to 

further strengthening the current arrangements 

in the framework for performance and value for 

money audits.” 

 

The AGS noted that “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 

All distinctions between detailed models and their 

application to financial and performance auditing 

have been removed, leaving broad principles to 

be applied to all audit arrangements / UK public 

bodies.  

 

Explicit provision has been added that the 

framework “does not supersede bespoke 

agreements … or arrangements for audit and 

accountability.” 

 

A new principle has been added (principle 7, 

page 5): 

• Noting the statutory arrangements [for 

auditor independence] outlined below, 

public bodies should enable and support 

national auditors in carrying out their 

responsibilities: 

o The statutory framework for each 

national auditor ensures that they 

have complete discretion in how 

they carry out their functions and 

that national auditors are free to 

determine their work programme 

independently 

o National auditors may make 

arrangements between 

Issue partly addressed 

Because the framework no longer 

distinguishes between different cases where 

UK bodies provide devolved functions, 

additional restrictions that would have applied 

to Scottish Income Tax (and potentially VAT) 

have been removed. This opens the potential 

for performance audit work in these areas, 

but with the need for agreement with the 

NAO in line with the overall approach. 

 

The practical effect is that the existing 

additional assurance model still applies to 

Scottish Income Tax. The existing MOU is 

subject to periodic review, providing an 

opportunity to consider the scope of the 

arrangements that sit alongside the statutory 

requirement for the Comptroller and Auditor 

General (C&AG) to report to the Scottish 

Parliament annually on the administration of 

Scottish income tax. 

 

There is no pre-existing or statutory 

arrangement in relation to audit of the 

assignment of VAT. The Framework provides 

the scope to seek agreement with the NAO 

for the introduction of this. 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

strengthen the framework and better satisfy the 

needs that the Scottish Parliament has 

identified to support its scrutiny of devolved 

matters.” 

 

themselves to ensure that they 

can fulfil their responsibilities to 

meet the legitimate accountability 

needs of the different legislatures. 

In the unlikely event of 

disagreement, national auditors 

should be prepared to discuss this 

with the relevant legislature that 

requires the audit assurance. 

Double veto on AGS audit work 

PAPLSC noted that “While model C provides 

the AGS with some access to audit value for 

money in UK bodies, such as aspects of social 

security administration, the draft framework 

means she requires the agreement of the 

C&AG and the body itself in order to carry out 

the work. This [along with comments on model 

B, above] leads us to conclude that the draft 

framework does not fully satisfy the Parliament 

in its scrutiny of devolved matters.” 

 

The AGS highlighted that “The draft framework 

provides for me to have some access to UK 

bodies in relation to devolved matters. 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 

All distinctions between detailed models and their 

application to financial and performance auditing 

have been removed, leaving broad principles to 

be applied to all audit arrangements / UK public 

bodies.  

 

The explicit provision for a ‘double veto’ has been 

removed. 

 

A new principle on audit responsibilities has been 

added as set out above (principle 7, page 5). 

 

The framework notes that the principles are 

“intended to foster positive and productive 

relationships between the respective 

Parliaments, Executives and public bodies.” 

Issue partly addressed 

Both the explicit vetoes have been removed, 

and there is no longer a requirement for a UK 

public body to consent to audit work. The 

AGS’s access to UK bodies in relation to 

devolved matters remains subject to 

agreement with the NAO.  



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

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. 

 

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. 

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.” 

 

No extension of additional assurance 

arrangements 

The draft framework did 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. 

The move to a principles-based approach 

provides scope to introduce further additional 

assurance arrangements with the agreement of 

the NAO. 

 

Issue partly addressed 

The framework provides an option for the 

AGS to provide additional assurance to the 

Scottish Parliament in other areas. This 

would require agreement with the NAO. 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

No provision for joint work  

There was no provision for the AGS to be able 

to audit value for money in areas such as the 

administration of Scottish Income Tax by 

HMRC or to conduct joint work. The AGS noted 

that “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.” 

The move to a principles-based approach 

provides the opportunity for the AGS and C&AG 

to agree joint work in any devolved area. 

Issue addressed 

Scope for joint work to be agreed with the 

NAO is now available in all areas. 

 

VAT assignment treatment unclear  

It was not clear how the previous draft 

framework applied 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 AGS noted that “The arrangements for 

VAT administration in the round are clearly a 

reserved matter, but in my view the Scottish 

There is no specific reference to how the 

framework applies to the calculation of the block 

grant or VAT assignment or any other 

components of the fiscal framework. 

 

The move to a principles-based approach 

provides scope to engage with the NAO on 

arrangements for this. 

 

 

Issue partly addressed 

While there is no explicit provision for AGS 

consideration of VAT assignment 

arrangements, the framework introduces 

scope to engage with the NAO on coverage. 

This is similar for other ‘central’ UK finance 

functions that are relevant to the fiscal 

framework (e.g. block grant calculation).  

 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

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.” 

Scottish Parliament to request information 

from UK bodies via Scottish Government 

(excluding audit)  

PAPLSC expressed its concerns that principle 

3 in the previous draft appeared to require the 

Scottish Parliament and its committees to make 

requests for information from UK public bodies 

via the Scottish Government. The Committee 

stated “We find this to be unacceptable and ask 

you to clarify the intention behind this principle.” 

The text “Each legislature should request its own 

executive to seek information or services from 

the body of another jurisdiction where desired.” 

has been removed.  

 

The amended principle (principle 5, page 4) 

states:  

• A legislature may seek, and a public body 

will provide, information, advice or 

reporting direct to the legislature of 

another jurisdiction: 

o where there is a specific statutory 

provision for this;  

o where this has been agreed in a 

Memorandum of Understanding 

o on a voluntary basis (subject to 

there being no significant impact 

on resources or delivery of its core 

services). 

• In all cases, the position of the relevant 

executives should be respected. Where 

strict formality may suggest that requests 

should be routed via the executive, a 

Issue partly addressed 

The inclusion of a specific principle stating 

that the Scottish Parliament may seek, and a 

UK body needs to provide, information where 

there is specific provision for this in 

legislation, an agreed MOU or other voluntary 

arrangement is welcome. The ability for a UK 

body to do this on voluntary basis remains, 

with further provision for informal 

arrangements added. The Scottish 

Parliament cannot compel a UK body to 

appear before it or respond to a request for 

information.  

 

The restriction remains that the Scottish 

Parliament must direct any recommendations 

to the Scottish Government, unless statutory 

provision otherwise, although the effect of 

this may be limited in practice.  

 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

direct approach is permissible provided 

the executive is kept informed. 

• In cases where the public body is directly 

accountable to a parliament [i.e. not via 

the executive] the request should be 

made via the requesting legislature’s 

equivalent body. 

Scottish Parliament to request information 

from the NAO via Audit Scotland 

The previous draft framework provided for the 

Scottish Parliament to ‘seek audit information 

from a UK body’ by requesting that the AGS 

engage with the C&AG. The AGS noted that “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. 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.” 

The following text remains (principle 5.2, page 4): 

“In cases where 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.” 

 

The final words “…who will determine how the 

request should be handled” have been deleted.  

 

The following sentence has been added in 

relation to arrangements between national 

auditors, 

“In the unlikely event of disagreement, national 

auditors should be prepared to discuss this with 

the relevant legislature that requires the audit 

assurance.” 

Issue addressed 

The framework still provides for the Scottish 

Parliament to seek audit information from a 

UK public body by requesting that the AGS 

engage with the C&AG. It is not clear what is 

meant by ‘audit information’, but this could be 

interpreted as audit work or queries to 

auditors. 

Where the Scottish Parliament is requesting 

audit work be undertaken, the approach is 

reasonable. The facility for the Scottish 

Parliament to discuss matters directly with 

NAO if auditors are unable to reach 

agreement means that Audit Scotland will no 

longer have sole responsibility for 

representing the Scottish Parliament’s views 

or seeking information from the NAO on the 

Parliament’s behalf.  

 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

No dispute resolution process for audit 

PAPLSC noted that “The draft framework 

provides for the Parliament to seek audit 

information from a UK body by asking the AGS 

to engage with the C&AG. We are concerned 

that should the Parliament agree a specific 

piece of work is required it is effectively subject 

to veto from the C&AG…, further it is also 

conditional on the agreement of the public body 

itself. We acknowledge the current positive 

working relationship between the AGS and the 

C&AG but believe it necessary to future proof 

the framework by including a dispute resolution 

process similar to that in the current MOU 

between the AGS and the C&AG.” 

 

The framework does not include a dispute 

resolution process, but the following text has 

been added (page 2): 

• “Agreements may be reached which do 

not require statutory authority, or which go 

beyond the statutory requirements [in 

relation to accountability and audit].” 

• “Any such agreements should be 

captured in a written document between 

the public bodies involved.” 

 

This enables a dispute resolution process to be 

agreed with NAO. 

Issue partly addressed 

Although a dispute resolution process is not 

clearly defined, there is a route for national 

auditors to agree such a process and this is 

likely to be workable in practice. 

Direct Scottish Government accountability 

in Model B cases  

The principles in the previous draft highlighted 

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 set out in the draft 

framework indicated that the Scottish 

Changes have been made to differentiate more 

between cases where services are delivered by a 

UK public body by agreement with the Scottish 

Government (such as those commissioned from 

DWP) and those provided under UK statute (such 

as those provided by HMRC for Scottish Income 

Tax). 

 

Amended principle (principle 3, page 3) states: 

• The executive in the commissioning 

jurisdiction is accountable to its own 

legislature for delivery of services, 

Issue addressed 

This helps to distinguish between 

commissioned services (such as the Scottish 

Government's accountability for agency 

agreements it has entered into with the DWP 

for delivery of some aspects of social 

security), and those delivered under UK 

statute (such as HMRC's direct accountability 

to the Scottish Parliament for the delivery of 

Scottish Income Tax). 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

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 in cases, such as aspects of 

social security, where the Scottish Government 

has chosen to commission a UK public body 

(model C). But it seems less appropriate for 

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 (model B). 

regardless of which jurisdiction the public 

body providing the services is in. 

• The public body delivering the 

commissioned service is responsible to 

the commissioning body as outlined in 

any commissioning agreement. 

• 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. 

Proportionality not embodied in principles 

The text in the early part of the previous draft 

was clear about the need for proportionality to 

the interests of each parliament. The AGS 

noted that it would be helpful for this concept to 

be more clearly embodied in the principles. She 

highlighted that “Other than where specific 

statutory provisions are in place, the draft 

framework relies on the judgement of 

accounting officers for UK bodies over reporting 

The following text has been retained as part of 

the description of the overall accountability 

approach, 

“The accountability framework … needs to be: 

• aware and supportive of the interests of 

each legislature in scrutinising the 

delivery of public services which have a 

distinct and significant impact on their 

responsibilities.” 

Issue not addressed 

The need for proportionality continues to be 

recognised in the framework, but is not 

explicitly embodied in the principles to be 

applied. 

 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

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.” 

Audit Scotland role in contextualising NAO 

work not recognised  

The AGS noted that “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.” 

No explicit changes made in relation to this issue, 

but significant revision of the framework overall 

provides increased opportunities  

Issue partly addressed 

While this is not explicitly provided for in the 

framework, it is unlikely to be restrictive as 

there should be opportunities for this in 

practice.  

 



 

AGS and PAPLSC comments on previous 

draft framework (February / April 2018) 

Relevant changes in final version  

(February 2019) 

Conclusion 

Plain English and glossary  

PAPLSC requested that the framework be 

drafted in plain English to ensure it is clear and 

easily understood and that a glossary is added 

which defines terms and clarifies any 

necessary technical phrases.  

The framework is now significantly shorter, less 

technical and less complex, introducing an 

approach based solely on principles. A glossary 

is not included. 

Issue partly addressed 

The change of overall approach significantly 

reduces the length and complexity of the 

framework. It is set out more clearly, but 

there is inevitably some scope for ambiguity 

or differing interpretations that may need to 

be worked through.  

Commitment to review  

PAPLSC asked that the framework be included 

as part of the review of the fiscal framework 

which is due to take place in 2021/22, to ensure 

it remains fit for purpose. 

A review of the audit and accountability 

framework is now linked to the review of the fiscal 

framework, and the text amended to read “The 

UK and Scottish Governments will review these 

principles as part of a wider review of the Fiscal 

Framework” (page 2). 

 

A letter from the Cabinet Secretary to PAPLSC 

on 26 April 2018 confirmed that “both 

Governments have agreed that a review of the 

framework will be built into the review of the fiscal 

framework”. 

Issue addressed 

Explicit provision added to the framework. 

 


