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AUDIT COMMITTEE 

 
AGENDA 

 
1st Meeting, 2007 (Session 2) 

Tuesday 9 January 2007 

The Committee will meet at 10.00 am in Committee Room 1 to consider the following 
agenda items:   
 
1. Post Legislative Scrutiny: The Committee will consider a response to the Finance 

Committee on post legislative scrutiny.  
 
2. Section 22 Reports: The Committee will consider responses in relation to the 

section 22 reports entitled “The 2005/06 Audit of Argyll and Clyde Health Board” and 
“The 2005/06 Audit of Highland Health Board”. 

 
3. Relocation of Scottish Executive Departments, Agencies and NDPBs: The 

Committee will take evidence on its inquiry into the AGS report entitled “Relocation 
of Scottish Executive Departments, Agencies and NDPBs” from – 

 
Ross Finnie MSP, Minister for Environment and Rural Development 

 
Shelagh McKinlay  

Clerk to the Audit Committee  
Room T3.60 

Ext. 0131 348 5390 
Email: shelagh.mckinlay@scottish.parliament.uk 
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AUDIT COMMITTEE 
 
Subject:  Post legislative scrutiny  
 
Meeting No:  1   
 
Meeting Date:  9 January 2007  
 
Author:  Note by the Clerk 
 
Introduction 
 

1. At its meeting on 21 November the Committee considered 
correspondence from the Finance Committee on the issue of post 
legislative scrutiny. The correspondence set out the Finance 
Committee’s concerns over the standard of information provided within 
Financial Memoranda and the apparent lack of monitoring of the actual 
costs of implementing a bill. The Finance Committee proposed holding 
a joint seminar with the Audit Committee to discuss the issue of post 
legislative scrutiny.   

 
2. At the meeting on 21st November members expressed their support for 

post legislative scrutiny and noted the extent to which a number of AGS 
reports and inquiries undertaken by the Committee had scrutinised the 
cost implications of Bills – the Committee’s inquiry examining free 
personal care being one example. In its response to the AGS forward 
study programme the Committee also highlighted the importance of 
post legislative scrutiny and emphasised that reports of the AGS 
provide an important evidence base for this work.  

 
3. However members also expressed concern about:  
• a lack of clarity over the respective roles of the Finance and Audit 

Committees;  and  
• the implications of holding a seminar so close to dissolution of the 

Parliament.  
 

4. It was agreed that the Convener should meet with the Convener of the 
Finance Committee to discuss the issue and propose a way forward.  

 
Roles of the Finance and Audit Committees  
 

5. The Finance Committee has been concerned for some time about the 
quality of financial memoranda accompanying Bills.  While there are 
clearly a number of factors which determine the content of financial 
memoranda, the Finance Committee considered that the lack of 
effective monitoring of the actual costs of implementing legislation 
provided little incentive for Departments to budget accurately.  
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6. A lack of information on the actual costs actual of implementing 
legislation is also an issue for the Finance Committee, and indeed 
subject committees, in conducting budget scrutiny.  

 
7. The Audit Committee clearly has a central role to play in post legislative 

scrutiny as, in considering AGS reports, it examines the implementation 
and practical effects of policy decisions and scrutinises whether 
implementation was carried out properly, efficiently and effectively. 

 
8. While the Audit Committee has no role in examining financial 

memoranda, it does have a role in examining whether proper costing 
models and arrangements and tracking of costs were put in place when 
implementing the legislation. 

 
9. The Audit and Finance Committee’s therefore have a shared interest in 

scrutinising the extent to which the Executive has in place systems 
which can accurately monitor the actual costs of implementing 
legislation.  

 
Meeting with the Finance Committee Convener   
 

10. At a meeting on 7 December, the Conveners discussed the respective 
interests of the Finance and Audit Committees on this issue.  

 
11. Wendy Alexander MSP, Convener of the Finance Committee, outlined 

how thinking on the issue had developed within the Finance 
Committee.  The Committee no longer proposed holding a seminar on 
post legislative financial scrutiny prior to dissolution. Rather it intended 
to hold two informal seminars: one on 6 February on the budget 
process, and one on 20 February on financial memoranda and the 
scrutiny of the financial implications of legislation. These seminars 
would be used to inform the Finance Committee’s legacy paper.  

 
12. The Convener of the Audit Committee conveyed to Ms Alexander the 

views of the Committee as expressed at its meeting on 21 November.  
It was agreed that no further joint work would be undertaken by the two 
committees on the issue of post legislative scrutiny this session.  
However it was further agreed that this was an important area where 
the two committees each had a significant role to play.  

 
13. It was proposed that both Committees address the issue of post 

legislative scrutiny in their respective legacy papers and that the 
Conveners, with support from the clerks, would liaise to ensure that the 
content accurately reflected the complementary roles of the two 
committees. The Convener of the Audit Committee undertook to report 
back to the Finance Committee once this proposal had been discussed 
with the Audit Committee.  
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Recommendation  

Members are asked to agree that:  

• no joint work on post legislative scrutiny be taken forward by the 
Audit  and Finance Committees during this session;  

• the Audit Committee address this issue in its legacy paper; and  
• the Convener should liaise with the Convener of the Finance 

Committee to ensure that the content of the legacy papers reflects 
the complementary roles of the two committees.  

 

Shelagh McKinlay  

Clerk to the Committee  
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Ms Shelagh McKinlay 
Clerk to the Audit Committee 
Room T3.60 
The Scottish Parliament 
EDINBURGH 
EH99 1SP        14 December 2006 
 
 
 
Dear Shelagh 
 
SECTION 22 REPORT ON NHS ARGYLL AND CLYDE HEALTH BOARD 
 
Thank you for your letter of 22 November seeking details on the relative 
allocation of the underlying NHS Argyll and Clyde deficit of £28.4 million between 
NHS Greater Glasgow and Clyde and NHS Highland. Some work remains to be 
done to finalise the cost of those clinical and non-clinical services which are 
provided by NHS greater Glasgow and Clyde to NHS Highland but it is not 
expected that this will result in a material change. The underlying deficit of £28.4 
million was, to all intents and purposes, inherited by NHS Greater Glasgow and 
Clyde. 
 
 
 
Yours sincerely 
 
KEVIN WOODS 
 



NHS Highland Chief Executive’s Office                            AU/S2/07/1/2 
Assynt House 
Beechwood Park 
Inverness, IV2 3HG 
Telephone: 01463 717123 
Fax: 01463 235189 
Textphone users can contact us via 
Typetalk: Tel 0800 959598 
www.show.scot.nhs.uk/nhshighland 

 

Working with you to make Highland the healthy place to be 
 

      

Headquarters: Assynt House, Beechwood Park, INVERNESS  IV2 3HG 
 
Chairman: Garry Coutts 
Chief Executive: Dr Roger Gibbins BA MBA PhD 
Highland NHS Board is the common name of Highland Health Board 

Date: 
Your Ref: 
Our Ref: 
 

14 December 2006 
 
RG/MSI/EC 

Ms Shelagh McKinlay 
Clerk to the Audit Committee 
Room T3.60 
The Scottish Parliament 
EDINBURGH    
EH99 1SP 

Enquiries to: 
Extension: 
Direct Line: 
Email: 

Dr Roger Gibbins 
4810 
01463 704838  
roger.gibbins@hhb.scot.nhs.uk   

 
Dear Ms McKinlay 
 
SECTION 22 REPORT – NHS ARGYLL & CLYDE HEALTH BOARD AND NHS HIGHLAND HEATLH BOARD 
 
I refer to your letter of 22 November 2006 and would respond as follows. 
 
 
NHS Argyll & Clyde 
 
You will be aware that the recurring budget deficit for Argyll & Clyde Health Board was subject to significant 
work by the predecessor Board, NHS Greater Glasgow and NHS Highland.  The figures and workings were 
of necessity complex, and relate to known data at a point in time.  These highlighted that the recurrent deficit 
was essentially attributable to NHS Greater Glasgow Clyde. Some issues were addressed by NHS Highland 
in conjunction with the Scottish Health Department, and in the longer term, NHS Highland will deliver a cost 
savings programme to ensure that ongoing services within Argyll & Bute are funded by recurring allocation. 
This is subject to appropriate agreement of the payment to NHS Greater Glasgow Clyde in respect of patient 
and support services which are provided to Argyll & Bute.  Work on this is currently underway, and the 
position should be resolved by 31 March 2007. 
 
 
NHS Highland Board 
 
The accounting treatment for the PFI at New Craigs has been amended following discussions with the 
incoming External Auditor for NHS Highland, and this is now reflected in NHS Highland Accounts for 
2006/07.   
 
The accounting treatment for Easter Ross has also been discussed with the new External Auditor, who is 
currently reviewing the appropriate accounting treatment.  The results of this work are not yet available, but 
will be available within the next few days and it will be reported to the NHS Board, and I will write to you 
again to update you on the outcome.  
 
I trust this answers your queries. 
 
Yours sincerely 
 
 
 
 
Roger Gibbins 
Chief Executive 
 

mailto:roger.gibbins@hhb.scot.nhs.uk
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Dear Ms McKinlay 
  
SECTION 22 REPORT ON NHS ARGYLL AND CLYDE HEALTH BOARD 
  
Thank you for your letter of 22 November 2006.  The information which you 
have requested is set out below. 
  

• The recurrent budget deficit relating to those services which passed 
into the management responsibility of NHS Greater Glasgow and Clyde 
from the former Argyll & Clyde Health Board was £28.4 million.  Some 
work remains outstanding to finalise the cost of those clinical and non-
clinical services which are, and will continue to be, provided by NHS 
Greater Glasgow and Clyde to NHS Highland.  This will be completed 
by March 2007 and is not expected to result in a material change to the 
level of deficit attributed to NHS Greater Glasgow and Clyde.  
Accordingly, to all intents and purposes, the full recurrent budget deficit 
of the former Argyll and Clyde Health Board is attributable to NHS 
Greater Glasgow and Clyde. 
 

• During 2006/07, NHS Greater Glasgow and Clyde has worked with the 
Health Department to put in place a package of non-recurring funding 
to bridge the deficit in the current financial year.   This comprises a mix 
of internally generated cost savings, income from land sales and non-
recurring funding support provided by SEHD which, in combination, will 
fully off-set the deficit in 2006/07.  
 

• During 2006/07, NHS Greater Glasgow and Clyde has also been 
working to develop a cost savings plan which will seek to restore 
recurrent financial balance within the Clyde area of its management 
responsibilities over a three year period.  The timescale for finalising 
this plan is the summer of 2007.  In the meantime the Board is 
engaged with the Scottish Executive Health Department in agreeing a 
package for covering the deficit of £28.4 million in 2007/08 through a 
combination of recurrent cost savings, non-recurrent cost savings and 
transitional funding support which will be provided by the Health 
Department. 

 
 
Yours sincerely 
  
  
  
T A Divers 

Chief Executive 
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Brian Monteith MSP 
Convenor 
Audit Committee 
Room M2.18 
The Scottish Parliament 
EDINBURGH 
EH99 1SP  
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_____ ___

Dear Mr Monteith  
 
INQUIRY INTO THE RELOCATION OF SCOTTISH EXECUTIVE 
DEPARTMENTS, AGENCIES AND NDPBS 
 
Thank you for your letter of 25 October, inviting me to provide written and oral evidence to 
the Audit Committee for the above inquiry, in particular about the relocation of Scottish 
Natural Heritage. 
 
You ask specifically for written evidence setting out the reasons why the Accountable Officer 
requested a written Ministerial instruction to progress the relocation of the Scottish Natural 
Heritage (SNH) Edinburgh headquarters to Inverness.   
 
On the reasons why the then Accountable Officer requested a written Ministerial instruction, 
section 15(8) of the Public Finance and Accountability (Scotland) Act 2000 makes clear that 
it is the duty of the Accountable Officer at the time to consider whether a particular action 
would be inconsistent with the proper performance of his or her duties as Accountable 
Officer, including with reference to efficiency or effectiveness.  The then Accountable 
Officer wrote to the Auditor General for Scotland and the Audit Committee on 2 April 2003 
confirming that he had requested and received a written Ministerial instruction.   
 
In providing further written and oral evidence to the Committee I am guided by the 
instructions set out in Memorandum to Accountable Officers from the Principal Accountable 
Officer.  This confirms that the general convention that civil servants do not disclose the 
advice given to Ministers applies. However, it does advise the Accountable Officer to provide 
relevant factual information on the financial considerations brought to Ministers’ attention in 
reaching their decision.  The attached Annex therefore summarises the relevant financial 
information provided to Ministers in advice from the then Accountable Officer between 
December 2002 and March 2003.  
 
Ministers set out at the time and subsequently that value for money considerations were 
outweighed by the other potential benefits of relocating SNH to Inverness.   
 
The relocation of SNH Headquarters has been progressed in line with Ministers’ instructions.  
SNH opened formally its new headquarters at Great Glen House, Inverness, on 3 October 
2006. 
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I am happy to appear before the Committee, as Accountable Officer to the Environment and 
Rural Affairs Department, to provide oral evidence, within the restrictions set out above.  I 
will ask relevant officials to accompany me. 
 
    Yours sincerely 
 
 
 
   
 
 
 
    RICHARD WAKEFORD 
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ANNEX 
 
AUDIT COMMITTEE INQUIRY INTO THE RELOCATION OF SCOTTISH 
EXECUTIVE DEPARTMENTS, AGENCIES AND NDPBS 
 
Written Evidence from the Accountable Officer of the Environment and Rural Affairs 
Department (ERAD). 
 
This annex provides a summary of relevant options, financial information, risks and benefits 
(including those not expressed in cash terms) provided to Ministers to inform their decision 
on the relocation of Scottish Natural Heritage (SNH) HQ.   
 
Options and Costings 
 
DTZ were commissioned by SNH and considered some 85 possible locations before 
screening these down to the shortlist of Edinburgh, Inverness, Perth, Stirling and West 
Lothian (Dundee was also considered for some illustrative examples). The 5 shortlisted 
options plus the status quo (ie retain the 2 HQ locations in Edinburgh) were then the subject 
of detailed financial and non-financial appraisals.  The financial appraisal looked at property, 
travel and staff transfer costs.  In Net Present Value terms this produced the following 
ranking:- 
 
Location    NPV (£m) 
 
 Status Quo   12.95 
 Perth    14.06 
 Inverness   14.30 
 Stirling   14.33 
 West Lothian   14.63 
 Edinburgh (new site)  16.67 
  
The non-financial appraisal looked at other impacts on SNH, including the impact on staff 
and on travel patterns for employees and those dealing with SNH. DTZ conducted a staff 
survey, which secured a 76% response rate.  The figures were as follows: 
 
 Location   % staff 
     leaving
            West Lothian                 39% 
 Stirling   46% 
 Perth    49% 
 Inverness   74% 
 
Combining the financial and non-financial analysis, DTZ concluded that, leaving aside the 
status quo (ie staying in the present Edinburgh offices), the 3 front-runners for relocation 
were West Lothian, Stirling and Perth.  DTZ then recommended that SNH should keep the 
3 shortlisted options in the frame and proceed to the next stages of property/site 
identifications within those areas.  
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Following submission of the DTZ report Cabinet agreed to incorporate revised guidance on 
public sector appraisals (based on the Treasury’s ‘Green Book’) into the Scottish Executive’s 
own procedures for appraisal and evaluation.  One of the changes related to the way in which 
the opportunity costs of buildings owned by government or the public sector were treated in 
option appraisals when they are compared to leased options.  This had a significant effect on 
the treatment of the property aspects of the options appraised in the DTZ report.  Agreement 
was reached with DTZ on that treatment and the financial appraisal was reworked to reflect 
this and some other agreed changes to the methodology used.  Changes to the financial 
appraisal contained in the DTZ report were agreed  to take the following into account: 
 

• the opportunity cost of Hope Terrace (owned by SNH); 
• an assumed staff saving of 2.2 posts as a result of co-locating the current 

2 Edinburgh SNH HQs, with commensurate space and rental saving; 
• an assumed efficiency gain of saving 17 hours travel time per week (SNH 

Grade E) between the 2 Edinburgh HQs;   
• an increase in the rental charge assumption (from £12 per sq ft to £13.50 per 

sq ft) used in the status quo option; 
• discounting all the costs and benefits over the 30 year period of the appraisal 

at 3.5% instead of 6% (as per the new ‘Green Book’); and 
• the cost of redundancy payments to half of the affected staff, in the light of 

legal advice about enforcing mobility clauses. 
 
The net result of the above changes produced the following central assumptions for the costs 
for the various options as in the table below, expressed in Net Present Value terms. 
 

Revised NPV figures (3.5% discount rate) 
£m 

 Status Quo Edinburgh West Lothian Perth Stirling Inverness 
Revised NPV 

cost 
£15.344 £22.359 £20.325 £19.410 £19.643 £20.856 

 
Appendix A shows the steps in the calculations between the DTZ report figures and the 
revised central assumptions.  The sensitivity analysis was also reworked to consider a range 
of different assumptions.  The revised analysis is at Appendix B.   
 
Risks 
 
A number of risks from relocation were also  identified:  

• The costs of relocation might be higher than the financial appraisal forecasts, if 
mobility clauses in contracts could not or were not enforced.   

• The impact of staff departures on the scale identified by the DTZ survey of staff  
would create risks of poorer policy development; poorer input to (and implementation 
of) access and nature conservation legislation and the Water Framework Directive; 
poorer financial control and inability to meet all the requirements of 21st Century 
Government.  The risks from loss of staff were considered to be higher in the case of 
Inverness or Dundee than in the case of Perth or Stirling. 

• If the relocation was to a site within commuting distance of Edinburgh, such as 
Stirling or Perth, the staff survey suggested that half of these who would stay with 
SNH would travel, probably mainly by car, rather than move house.   
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• Staff, and most visitors would spend considerably longer travelling to an SNH HQ in 
Inverness than they would to Stirling, Perth or Dundee.  

• Unemployment in Stirling, Perth and Inverness was below the Scottish average of 4%, 
and there was evidence in all three areas of difficulty in filling vacancies.  There was 
also considered to be development pressure in all three areas, which the arrival of a 
major new employer would tend to exacerbate.   

• There would be costs for large scale recruitment, although this might be off-set by 
lower staff turnover and other savings. 

 
Relocation Benefits 
 
A number of potential benefits from relocation were identified: 

• SNH considered there would be benefits from bringing all of its HQ functions onto a 
single site.  For example, the scientific experts were generally unhelpfully separated 
from the policy makers and the rest of the senior management.   

• There could be small staff savings, and the time spent travelling between Hope 
Terrace and Anderson Place would be saved.   

• SNH might expect to enjoy lower levels of staff turnover than those experienced in 
the vibrant Edinburgh job market with consequential improvements in efficiency and 
effectiveness.   

• If relocation was to an area not within commuting distance of Edinburgh, such as 
Inverness or Dundee, and to a central site with limited car parking, it was considered 
that the level of car-based commuting could fall. 

• There were good prospects of finding a suitable building close to main public 
transport links in Inverness and in Dundee.   

• Relocation would support Ministers policy for the dispersal of public sector jobs 
outside Edinburgh. 
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APPENDIX A 
 
 
SNH RELOCATION REVIEW 
 
 
The table below starts with the original DTZ figures and then illustrates the cumulative 
effects of the changes to arrive at the revised figures set out in the table. 
 
 

REVISED NPV FIGURES 
£m 

 
 Status Quo Edinburgh West 

Lothian
Perth Stirling Inverness

 
1.  Final DTZ report 
figures 
(6% discount factor) 

 £12.950  £16.666  £14.632 £14.055 £14.326 £14.297 

 
2.   Apply changes1

(6%) 
 £12.317  £17.758  £15.750 £15.182 £15.453 £15.428 

 
3.  Add in more 
redundancy payments 
2 (6%) 

 £12.317  £17.758  £16.654 £16.264 £16.388 £17.692 

 
4.   Final report plus 
applying changes3

(3.5% discount factor) 

 £15.344 £22.840  £19.902 £18.809 £19.189 £19.073 

 
5.  Add in redundancy 
payments 2(3.5%) ie 
the new baseline cost 

 £15.344 £22.840  £20.806 £19.891 £20.124 £21.337 

    
6.  Efficiency gains at 
17 hours per week for 
E grades4  
revised NPV figures 

£15.344 £22.359 £20.325 £19.410 £19.643 £20.856 

 
 

                                                 
1 Opportunity cost of Hope Terrace + staff saving of 2.2 posts + increased rental charge for Bonnington of 
£13.50 per sq ft 
2 original report includes redundancy payments for non-mobile grades only: this figure reflects making 
redundancy payments to half of the mobile grades affected.  The figures are not discounted as they would all 
occur in year 0 of the appraisal period 
3 this represents the figures in item 2 of the table expressed at 3.5%  
4 Staff travel time saved between 2 Edinburgh HQs at E Grade (higher grade cost illustration) 



 

 

 
       APPENDIX B 
 
SNH RELOCATION REVIEW 
 
 
The table below illustrates some sensitivity tests applied to the revised NPV figures set out in the 
main Annex.  Each line represents a separate scenario and all figures are expressed at a 3.5% 
discount rate. 
 
 

SENSITIVITY ANALYSIS 
£m

 Status Quo Edinburgh West 
Lothian

Perth Stirling Inverness 
 
 

Revised NPV figures £15.344 £22.359 £20.325 £19.410 £19.643 £20.856 
 

 
 

      

Staff saving of 4 posts5 £15.344 £21.754 £19.720 £18.805 £19.038 £20.251 
 

       
Non-mobile grade 
redundancy payments 
only6

£15.344 £22.359 £19.421 £18.328 £18.708 £18.592 

       
Full redundancy 
payments7

£15.344 £22.359 £21.501 £20.807 £20.909 £23.499 

    
Efficiency gains at 
17 hours per week for 
D grades8

£15.344 £22.474 £20.440 £19.525 £19.758 £20.971 

 
Efficiency gains at 
25 hours per week at 
median of D and E 
grades 9

£15.344 £22.195 £20.161 £19.246 £19.479 £20.692 

 
 
 

                                                 
5 For illustrative purposes the impact was demonstrated of saving 4 posts. 
6 This assumes that SNH would only need to make redundancy payments to non-mobile grades as per the DTZ report but 
expressed at a 3.5% discount rate 
7 This assumes that SNH would need to make redundancy payments to all affected staff 
8 Staff travel time saved between 2 Edinburgh HQs at D Grade (most common grade in these offices): revised figures 
illustrate savings at the higher E Grade 
9 Staff travel time saved between 2 Edinburgh HQs at median cost of D and E Grade, and assuming all travel time is 
unproductive included for illustrative purposes 
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_____ _____
  
 
 
 
INQUIRY INTO THE RELOCATION OF SCOTTISH EXECUTIVE DEPARTMENTS, 
AGENCIES AND NDPBS 
 
Thank you for your letter of 25 October, inviting me to provide written and oral evidence to the 
Audit Committee for the above inquiry, in particular on the decision to relocate Scottish Natural 
Heritage (SNH) to Inverness.  I note that you have also requested written and oral evidence from the 
Principal Accountable Officer and the current Accountable Officer for Environment and Rural 
Affairs Department. 
 
Your letter asks specifically about the grounds on which Inverness was determined by Ministers as 
the appropriate location for SNH and for my views on the implications of a Minister issuing a 
Ministerial written instruction for the respective accountability of the Minister and Accountable 
Officer. 
 
The advice to Ministers on the relocation of the SNH headquarters set out a number of costed 
options, including Inverness.  Our final decision to relocate SNH posts from Edinburgh to Inverness 
was based on consideration of the cost factors but also the wider potential benefits of relocation.  
This was confirmed at the time, in correspondence with SNH and in responses to parliamentary 
questions.  My answer to question S2W-213 summarised these issues: 
 
“The Scottish Executive's relocation policy is intended to ensure that public sector jobs, and the 
economic benefits that they bring, are shared across all of Scotland. The co-location of the two 
current Scottish Natural Heritage (SNH) headquarter buildings to a single site away from the 
extremely competitive Edinburgh labour market will realise significant efficiency gains in the long 
term. SNH already has over 200 staff based in the Highlands and Islands and 50 staff located in 
Inverness. The move would therefore allow potential synergies to be explored. In addition, due to the 
profile and nature of its work, SNH is a better candidate than other organisations for location in the 
Highland area.” (S2W-213) 
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The then Accountable Officer for the Environment and Rural Affairs Department requested and 
received a written instruction to take forward the relocation of SNH posts to Inverness. 
 
The basis for an Accountable Officer requesting and for Ministers issuing such a written instruction 
is set out clearly in the Public Finance and Accountability (Scotland) Act 2000 and the Scottish 
Ministerial Code.  I am clear that the issuing of a written instruction places clear responsibility on 
Ministers for explaining a particular decision, which we have done in the case of SNH.  I have no 
indication that a Ministerial instruction lifts from the Accountable Officer his or her general 
accountability for ensuring economy, efficiency and effectiveness in the use of public funds for 
which he or she is responsible.  This would include the use of funds in complying with a Ministerial 
instruction.  That was the basis on which the Ministerial instruction on SNH was issued in 2003 and 
remains my understanding of the position. 
 
I understand that, in general, the Audit Committee does not seek oral evidence from Ministers, but I 
confirm that I am content to appear before the Committee with specific reference to the issuing of the 
Ministerial instruction on the relocation of SNH to Inverness. 
  
Portfolio responsibility for general relocation policy rests with the Minister for Finance and Public 
Service Reform.  I understand that the Deputy Minister for Finance, Public Service Reform and 
Parliamentary Business will provide a general update on relocation policy to the Finance Committee 
in early December. 
 
I hope this response is helpful. 
 
 
 
 
 
 
 
 
 
 
 

ROSS FINNIE 
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_____ _____
 
Dear Mr Monteith, 
 
INQUIRY INTO THE RELOCATION OF SCOTTISH EXECUTIVE DEPARTMENTS, 
AGENCIES AND NDPBS 
 
Thank you for your letter of 25 October, inviting me to provide written and oral evidence to the 
Audit Committee for the above inquiry, in particular with reference to the issuing of Ministerial 
written instructions. 
 
I have also received a request dated 6 November from the Committee Clerk seeking general 
information about the implementation and evaluation of Ministers’ relocation policy.  I will reply 
separately to that request within the stated timescale. 
 
You asked me, as Principal Accountable Officer (PAO) for the Scottish Executive, about the 
implications of the issuing of a formal Ministerial written instruction for the respective 
accountability of the Minister and Accountable Officer for expenditure associated with complying 
with the instruction. 
 
Ministers are responsible for deciding policy and setting associated budgets which are submitted to 
the Parliament for approval in the annual Budget Act. Officials are responsible for the 
implementation of policy objectives within the budgets set by Ministers.   In accordance with section 
15 (6) of the Public Finance and Accountability (Scotland) Act 2000 (PFA Act), as read with section 
15(7), Accountable Officers are personally answerable to the Parliament for the exercise of specific 
functions, including ensuring that the resources for which they are responsible are used 
economically, efficiently and effectively.    
 
The basis for an Accountable Officer seeking a formal written instruction from a Minister is set out 
in section 15(8) of the PFA Act and is covered in the Memorandum which I issue as PAO to 
Accountable Officers under the PFA Act.  The Memorandum details the general responsibilities of 
an Accountable Officer for the public funds for which he or she is designated in accordance with 
section 15(1) of the PFA Act. 
 
The Memorandum reminds the Accountable Officer of his or her specific duty under section 15(8) of 
the PFA Act to obtain written authority from (as the case may be) the relevant Minister or non-
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ministerial office-holder before taking an action which he or she considers to be inconsistent with the 
proper performance of the duties as Accountable Officer.  This includes actions which infringe the 
requirements of regularity or propriety, but also in relation to the Accountable Officer’s wider 
responsibilities for economy, efficiency and effectiveness.  The Accountable Officer should set out 
in writing to the Minister the objection to the proposed action and the reasons for this objection.  If 
the Minister decides to proceed, the Accountable Officer should seek a written instruction to take the 
action in question.  A copy of the written instruction must be sent by the Accountable Officer to the 
Auditor General for Scotland and should also be copied to the Clerk of the Audit Committee.  I have 
no indication that these procedures were not followed appropriately with reference to the issuing of 
the Ministerial instruction on the relocation of SNH to Inverness. A written instruction has not been 
requested for any other relocation. 
 
Once a written instruction is issued the Accountable Officer must comply with it.  The PFA Act and 
the Scottish Public Finance Manual do not provide further instruction on the implications of a 
Ministerial written instruction.  Ministers are responsible for defending the specific action.  
However, the general responsibilities of the Accountable Officer remain in place for the propriety 
and regularity of the public finances for which he or she is responsible and for ensuring that 
resources are used economically, efficiently and effectively.  In circumstances where a Ministerial 
written instruction overruling the Accountable Officer’s advice has been given, the Accountable 
Officer’s responsibility is to ensure that the principles governing the use of public funds are adhered 
to as fully as is compatible with the Ministerial instruction. 
 
I note that you have also requested evidence from the Minister for Environment and Rural 
Development and Richard Wakeford, as the current Accountable Officer for the Environment and 
Rural Affairs Department, with specific reference to the written instruction on the relocation of SNH. 
 
I would be happy to provide oral evidence to the Committee on my understanding of the general 
principles of a Ministerial written instruction and about the issues raised in the Auditor General’s 
report, based on a sample of relocations, about the implementation of Ministers’ policy for the 
relocation of public sector posts.  Policy responsibility for relocation rests with Scottish Ministers 
and I understand that the Deputy Minister for Finance, Public Service Reform and Parliamentary 
Business is due to provide a regular update on relocation policy to the Finance Committee in early 
December.  I will confirm separately which other officials will accompany me.   
 
I hope this written evidence is helpful to the Committee. 
 

 
 

JOHN ELVIDGE 
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INQUIRY INTO THE RELOCATION OF SCOTTISH EXECUTIVE DEPARTMENTS, 
AGENCIES AND NDPBS 
 
I am writing in response to your request of 25 October to provide evidence for the inquiry 
into the relocation of Scottish Executive Departments, Agencies and NDPBs. 
 
In that letter you asked for written evidence relating to the Relocation of the SNH HQ 
particularly regarding SNH’s reasons for rejecting Inverness as a location for the SNH 
Headquarters. 
 
The attached document provides both the background information as well as the reasons 
why Inverness was discounted.  I have made reference to the independent report 
produced by DTZ Pieda Consulting.  This report provides much of the background relating 
to the assessment of options for the Relocation of SNH.  A copy of this document was 
previously placed with SPICE but I would be happy to provide copies to the Committee 
Clark if that would help.   
 
I hope that this evidence provides the level of information required by the Audit Committee.  
I am, however, happy to provide any further clarification should that be required. 
 
 
 
 
 
 
Ian Jardine 
 
 



 
 
 

 

RELOCATION OF SNH – WRITTEN EVIDENCE 
 
Background to Relocation Review 
 
On 19th November 2001, the then Finance Minister, Mr Angus Mackay, announced that 
Scottish Natural Heritage (SNH) was being added to the rolling programme of relocation 
reviews. 
 
Following this announcement the SNH Board agreed to take forward a comprehensive 
review and in order to ensure that an impartial and professional opinion could be derived, 
the Board contracted out this work.  A terms of reference and a brief for the consultants 
were prepared  and forwarded to our Sponsor Division (SEERAD – CANH) and to the 
Corporate Responsibility Unit for consideration.  Comments were incorporated and the 
document used in a competitive tendering exercise. 
 
The successful contractor was DTZ Group comprising DTZ Pieda Consulting supported by 
their Group property consultants, DTZ Debenham Tie Leung. 
 
 
Background to Scottish Natural Heritage 
 
SNH was formed in 1992, from an amalgamation of the Nature Conservancy Council for 
Scotland (NCCS) and the Countryside Commission for Scotland (CCS).  On formation, 
SNH inherited the freehold of a substantial building at 12 Hope Terrace, Edinburgh that 
had previously been the headquarters building of NCCS.  At the same time it was 
recognised that additional space was required in Edinburgh and a long-lease was taken 
out on three suites in a newly converted whisky bond building in Anderson Place, 
sometimes referred to as Bonnington Bond. 
 
In 1994, SNH engaged Price Waterhouse and Chesterton Consulting to undertake a study 
into the benefits of co-locating corporate staff based in Edinburgh in a single building.  
While it was accepted that a strong case existed for co-locating staff, the findings were 
rejected on grounds of the future economy and effectiveness of the organisation, and the 
status quo prevailed.  SNH was, therefore, one of a small numbers of NDPBs in Scotland 
without a single headquarters building. 
 
As a result of a substantial Organisational Development Programme (ODP) completed in 
1997, the existing regional structure of the organisation was changed and a number of 
corporate activities that had previously been undertaken on a regional basis, were 
centralised.  However, to support the resulting dispersed organisation and to avoid 
significant relocation of staff from their existing regional locations, it was decided that many 
of the staff undertaking these corporate activities while being managed centrally within 
new corporate units, could remain "outposted".  It was agreed, however, that it would 
generally be inappropriate for corporate support staff to be located in small "area" offices 
where the focus was very much on local delivery.  Instead, for those who remained outside 
Edinburgh, they were formed into relatively small, functional units in the larger offices at 
Battleby (Perth), Aberdeen, Inverness and Clydebank. 
 
The organisation's operational outputs were delivered by teams based in 36 offices 
(including the four larger non-Edinburgh main offices) located throughout Scotland where 
they are closest to their key customers.  Hence, 69% of SNH staff were based in offices 
located outside of Edinburgh 
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Having appointed DTZ to undertake the relocation review, the Board formed a sub-group 
to interact with consultants and staff throughout the review process.  This sub-group 
comprised the Board Chairman (John Markland) Deputy Chairman (Michael Scott), Keith 
Geddes and Kevin Dunion.  The Management Team also convened a group to act as the 
organisation's Review Steering Group (SG).  This Group was chaired by the Director of 
Corporate Services, with ex-officio members drawn from the Director's Support Unit, 
Personnel Unit, Property Services Unit and the SNH TUS Convener.  The Steering Group 
also had four staff representatives.  Members of the Scottish Executive, Corporate 
Services - C
o
 
Following a Project Initiation Meeting between the consultants and the Director of 
Corporate Services a series of tri-partite progress meetings were held between the 
consultants, the Board sub-group and the Steering Group.  At appropriate stages during 
the review process, the consultants met with the SNH Management Team a
d
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Overall, the Board commended the DTZ report as providing comprehensive coverage of 
the main issues involved in a relocation review.  The Board considered that such 
assumptions as the report made were reasonable and accepted the methodology used to 
refine the location options.  The Board also considered that the scoring process was sound 
and that the financial tables presented a fair comparison between the different options 
using a discount rate of 6% over a period of 30 years.  The Board was also satisfied that 
sufficient "sensitivity analysis" ha
u
 
Once a shortlist of six options had been derived, these were submitted for consideration by 
Ministers, who were, we understand, content that these six should be subjected to d
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The Board considered the resulting analysis carefully.  For the Inverness option they 
agreed that, while it was competitive in some aspects, its position in the SNH office 
network, distance from key partners and the proportion of staff that would
o
 
The financial analysis of locations showed Inverness to be ranked as third on the basis of 
cost.  Further sensitivity analysis was conducted on the results to test the impact of 
changes in the discount rate, travel costs, the life of the investment and redundancy.  This 
showed that the model was most sensitive to redundancy costs.  In the most likely 
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redundancy scenario there was no significant difference between West Lothian, Perth and 
Stirling while Inverness became the most expensive.  Thus the predictions of likel
o
became critical to the decision to recommend against the Inverness option.    
 
On the basis of the financial information alone the Edinburgh and Inverness Options would 
be discounted, leaving the three remaining options as front runn
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An option which emerged since completion of the report, was to relocate to a 
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most staff and the TUS and as such, merited very careful consideration. 

If a relocation away from Edinburgh was required then the Board would have 
wished to retain West Lothian, Stirling and Perth as viable options and to 
undertake a search for a specific 
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