
FI/00/20/A

FINANCE  COMMITTEE

AGENDA

20th Meeting, 2000 (Session 1)

Tuesday 5 September 2000

The Committee will meet at 10.00 am in Committee Room 1 to consider the following
agenda items:

1. 2001/02 Budget for Scottish Parliament Corporate Body: The Committee will
consider a letter from the Director of Corporate Services.

2. 2001/02 Budget for Audit Scotland: The Committee will consider a letter from
the Convener of the Scottish Commission for Public Audit.

3. Financial Provisions in Bills: The Committee will consider an update paper.

4. Inquiry into European Structural Funds: The Convener will update the
Committee on the progress of the inquiry.

5. 2001/02 Budget Process: The Committee will consider a paper on the format of
Stage 2 of the budget process and the autumn budget review.

6. Future Meetings: The Committee will consider its working practices and the
scope for meeting outwith Edinburgh.

Callum Thomson
Clerk to the Committee

Room 1.6, Committee Chambers
Ext. 0131 348 5215

Email: callum.thomson@scottish.parliament.uk

callum.thomsom@scottish.parliament.uk
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The papers for this meeting are:

Agenda Item 1

Letter from Stewart Gilfillan to Callum Thomson dated 31 August
2000

Agenda Item 2

Letter from Patricia Ferguson to Mike Watson dated 29 August 2000

Letter from Bill Magee to Callum Thomson dated 25 August 2000

Agenda Item 3

Update Paper on Finance Committee’s role in respect of bills with
financial implications

Agenda Item 4

Letter from Chancellor of Exchequer to Convener dated 4 August
2000

Letter from Convener to Chancellor of Exchequer dated 7 June
2000

Letter from Callum Thomson to Mark Bowman dated 11 August
2000

Letter from Minister for Finance to Convener dated 17 August 2000

Agenda Item 5

Paper on Stage 2 of 2001/02 Budget Process and autumn budget
review

Agenda Item 6
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Director of Corporate Affairs
Room 1.23

Scottish Parliament Headquarters
George IV Bridge

Edinburgh
EH99 1SP

Callum Thomson
Clerk to the Finance Committee
Room 1.06
Committee Chambers
Scottish Parliament
George IV Bridge
Edinburgh
EH99 1SP

31 August 2000

SCOTTISH PARLIAMENT CORPORATE BODY:BUDGET SUBMISSION FOR
2001-02

As you know, under the terms of the agreement between the SPCB and the Finance
Committee, we are required to provide to the Committee and to the Scottish Executive no
later than 20 August each year or the first day thereafter on which the Parliament sits, a
detailed expenditure plan for the following financial year.

The SPCB considered its budget requirements at its meeting on 29 August and we were
on target for the Presiding Officer to write to the Committee this week.  We have,
however, been in discussions with the Scottish Executive over our plans for take-up of
end year flexibility in the current financial year and how this interacts with our budget bid
for next year.  The Executive have put to us a proposal which, although it will not impact
on overall expenditure over a run of years, will change the figures which we would
otherwise have been seeking for next year and which we have already indicated to you at
level 1.  The Presiding Officer is understandably keen to ensure that the revised
proposals have SPCB endorsement, and this will be discussed at the SPCB's next
meeting on 5 September.

Since the purpose of our providing figures earlier than the Scottish Executive is to allow
the Committee the opportunity to consider the effect of our budget bid on the resources
available to the Executive, we believe it would be helpful to delay submission of our
figures until we can be absolutely certain what our bid for next year will be.  As I say, the

SPCB is considering this matter next Tuesday, and I would hope that the Presiding
Officer will be in a position to write to the Committee as soon as possible thereafter.

Please do not hesitate to contact me if you wish to discuss this.

A S GILFILLAN
Director of Corporate Affairs
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Scottish Commission for Public Audit
Scottish Parliament, Edinburgh EH99 1SP

Scottish Commission for Public Audit

Mike Watson MSP
Convener
Finance Committee
Scottish Parliament 

29 August  2000

Audit Scotland Budget

I enclose a copy of a letter received from Bill Magee, the Secretary to Audit Scotland
in which provisional figures for Audit Scotland’s expenditure levels for the year
2001/2 are given.

Bill Magee has advised that the organisation wishes to finalise their expenditure
proposals at the same time as the corporate plan is completed.  Since this is the first
year of operation for Audit Scotland, I think this approach is a sensible one.
Although the deadline in the written agreement will be missed this year, I am
reassured that Bill is liaising with Scottish Executive officials on Audit Scotland’s
budget.  Next year, I expect the dates contained in the written agreement to be
complied with.

After the detailed expenditure proposals have been received and considered,
probably around November, the Commission will then report to the Finance
Committee.

Patricia Ferguson
Convener
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AUDIT SCOTLAND
110 GEORGE STREET

EDINBURGH
EH24LH

T0131 4771234 F01314774567
www.audit-scotland.gov.uk

Mr Callum Thomson
Secretary
Scottish Commission for Public Audit
Scottish Parliament
EDINBURGH
EH99 1SP 

25 August 2000

Dear Callum

Audit Scotland Budget

Thank you for your letter of 10 August. I am grateful to you for your helpful proposals for dealing
with Audit Scotland's budget for 2001/2.

We have now completed an exercise in preparing the provisional budget for 2001/2. At this stage we do
not have completed work plans for all of Audit Scotland's activity in that period. The Auditor General has
a provisional study programme of which the Audit Committee is aware and we are at a similar stage of
development of our ideas for the work to be carried out in local government, which will of course be
charged direct to councils. We have prepared our provisional budget proposals on the assumption that
the level of activity in Audit Scotland will be broadly the same as in the current financial year .We have
also included in the overall budget provision for the new responsibilities in auditing further education
colleagues, the Legal Aid Board, water authorities and SEP A. These have a neutral effect as we are also
assuming the equivalent income from those bodies.

We therefore estimate that the total expenditure for 2001/2 in Audit Scotland will be £15.9m. Of this,
£12.1m will be recoverable from audited bodies, mainly local authorities and NHS boards and trusts. We
therefore estimate that the direct charge to the Parliament, in accruals terms, will be £3.8m. Expressed in
cash terms this is £4.3m, compared to the requirement in the current financial year of £4.2m.

I hope that this information is sufficient for the Commission' s purposes in the meantime, but of course,
we will be happy to supply further detail as required.

I am sending a copy of this letter to David Palmer in the Scottish Executive.

Yours sincerely

W F Magee

Secretary

AUDIT SCOTLAND PROVIDES SERVICES FOR

AUDITOR GENERAL
ACCOUNTS COMMISSION
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FINANCE COMMITTEE’S ROLE IN BILLS WITH FINANCIAL IMPLICATIONS

Purpose

The purpose of this short note is to bring members up-to-date on the proposal to
amend the standing orders in respect of financial resolutions.

Background – Finance Committee

At the 9th meeting of the Finance Committee, 2000, members agreed to propose
to the Procedures Committee that the Standing Orders should be revised in
respect of the Finance Committee’s role.  The proposal was that subject
committees should take responsibility for the consideration of  provisions of a Bill
which would necessitate the Parliament passing a financial resolution.  The
proposal made clear that the Committee wished to reserve the right to look at any
Bill, the provisions of which would require an amendment to the Budget Act to be
made.

Background – Procedures Committee

At the 7th meeting of the Procedures Committee, 2000, it was agreed that a
working party consisting of parliament and executive officials should be
established to consider how the rules on financial resolutions are working with  a
view to recommending what changes, if any, should be made to the standing
orders to clarify the procedure on financial resolutions. [If anything comes out of
the discussions in the working group that could  have an impact on the workings
of the Finance Committee, then this would, of course, come before the Finance
Committee for consideration.] It was agreed that the Finance Committee’s role
should be considered alongside this review with the intention that the Procedures
Committee deal with all aspects of financial resolutions at the same time.
Although the issue which concerns the Finance Committee is relatively
straightforward, the wider issues that the working group are examining are more
complex and, consequently, will take longer to resolve.

Likely Timescale

This means that a paper will not be ready to go to the Procedures Committee at
its first meeting following the summer recess.  It is understood that the next
meeting of the Procedures Committee will not be until after the October recess –
it is certainly the intention that a paper will be ready for consideration by that
Committee at that meeting.  Realistically, even assuming that following that
meeting, the Procedures Committee reports to the Parliament with a
recommendation that the standing orders be revised (including a shift of
responsibility from Finance Committee to lead committee), this is not likely to be
considered in the Parliament until, say, mid-November.

Until the standing orders are changed by the Parliament, the Finance Committee
will continue to have the responsibility of considering Bills under Rule 9.12.5.
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The Scottish Parliament Finance Committee
From the Convener, Mike Watson MSP

Edinburgh
EH99 1SP

Rt. Hon. Gordon Brown MP
Chancellor of the Exchequer
HM Treasury
Parliament Street
LONDON
SW1P 3AG

June 2000

Thank you for your letter of 26 May concerning my invitation to you to
give evidence to the Committee in connection with its inquiry into
European Structural Funds.  Naturally, I am very disappointed that you
feel that it is not appropriate for Treasury Ministers or officials to give
evidence.

I note what you say in connection with the Secretary of State’s proposed
appearance before the Scottish Affairs Committee.  I do not regard this
as being relevant to the matters I raised in my earlier letter.   I cannot
accept  the Secretary of State’s appearance as being a valid substitute
for Treasury representation before this Committee.

Having discussed this issue with my colleagues on the Committee I would
strongly encourage you to reconsider your decision for two reasons:

Firstly, you will be aware that the debate over the allocation of European
Funds to Scotland has had a high profile in recent months.  The intention
of the Finance and European Committees, in undertaking their linked
inquiries, is to get to the bottom of the issues with a view to producing
authoritative reports on this complex matter.

The Finance Committee needs to be able to ask questions on UK policy
matters  and,  as I made clear in my earlier letter, this is a matter for the
Treasury, not a matter for the Scottish Executive.  Indeed, in giving
evidence to the European Committee, the Minister for Finance made it
clear that he was not in a position to comment on UK policy.  This does
not accord with your officials’ original reasoning for the Treasury not to be
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represented on the basis that the Treasury position would simply be a
restatement of the position of the Minister for Finance.  Clearly, this is not
the case.

Secondly, I believe that cognisance should be taken of the wider issues
concerning the devolution settlement.  Notwithstanding the split between
reserved and devolved matters, I would hope that the two Parliaments,
the Scottish Executive and the UK Government should be able to work in
partnership.  Already there are signs of this  – notably the establishment
of joint ministerial committees and, recently, Wendy Alexander gave
evidence to the Scottish Affairs Select Committee in respect of its inquiry
into poverty in Scotland.

As I said in my previous letter, the purpose of my invitation was to ensure
that the Treasury viewpoint was heard and for questions to be put on it.
The Committee will then report to this Parliament and any
recommendations that are made will be directed at the Scottish
Executive.

While accepting the pressures on your own diary, I believe it should be
possible for a Treasury official to be able to give evidence to the
Committee, given Gill Noble’s attendance in this capacity in March. In the
light of this, I do think  it would be very unfortunate if it were to become
established at this formative stage of the devolution process that there
was a presumption that UK Ministers and/or officials did not give
evidence to committees of the Scottish Parliament.

I hope, therefore, you will feel able to reconsider your position on this
matter.

CONVENER

Copies to:

Members of the Finance Committee
Presiding Officer, The Scottish Parliament
First Minister, The Scottish Executive
Acting First Minister, The Scottish Executive
Minister for Finance, The Scottish Executive

    Minister for Parliament, The Scottish Executive
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COMMITTEE CHAMBERS
THE SCOTTISH PARLIAMENT

EDINBURGH EH99 1SP

T 0131 348 5215  F 0131 348 5600
callum.thomson@scottish.parliament.uk

Finance Committee

Mark Bowman
Private Secretary, Chancellor’s Office
HM Treasury
Parliament Street
London
SW1P 3AG

11 August 2000
Dear Mr Bowman

Further to our recent telephone conversation I am writing to request, on behalf
of the Finance Committee, information pertaining to the Committee’s inquiry
into European Structural Funds. I should therefore be grateful if you would
address the particular questions below:

§ Could you provide information on the baseline level of provision or cover to
spend European Structural Funds prior to the introduction of the Barnett
Formula?

§ How and when was this baseline determined?
§ How does the baseline level of provision compare with the agreed

allocations within structural fund programmes?

§ For all years since the introduction of the Barnett Formula, could you
provide information on the comparable levels of expenditure (in England
and Wales) that have been used to determine the changes in cover for the
spending of structural funds in Scotland?

§ For each year, what comparability percentage was applied?
§ For each year, what is the actual annual amount of cover that was

provided to Scotland, (which presumably is the product of the application
of the formula to the inherited base)?

§ With regard to structural funds cover in Scotland, have there been any
occasions where the Barnett Formula has been by-passed?

§ Could you provide figures for the agreed allocations within structural funds
programmes to Scotland for programming periods for the period for which
Scotland has been entitled to structural funds?

The Committee wishes to finalise the inquiry shortly after the Parliament
returns from recess in early September. As such, it would be helpful if you, or
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one of your colleagues, would contact me as soon as possible to discuss a
timetable for this information being provided.

Yours sincerely

Callum Thomson
Clerk to the Finance Committee
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STAGE 2 OF 2001/02 BUDGET PROCESS & AUTUMN BUDGET REVIEW

The purpose of this paper is twofold.  Firstly it provides a basis for discussion
at the meeting on 5 September on what format stage 2 of the budget process
should take this year.  Following the meeting, a paper will be prepared for the
next Conveners’ Liaison Group meeting to inform conveners of the mechanics
of the process.  Secondly, it provides an outline for how the autumn budget
review (as recommended in the Stage 1 report) might take place.  Members
are invited to comment on this proposal at the meeting.

STAGE 2 OF 2001/02

Stage 2 of this year’s budget process is due to commence on 20 September
with the presentation of the draft budget proposals for the next financial year.
The written agreement outlines this process but it should also be noted that
the Standing Orders make reference to this date.

Rule 14.2.2

Any document laid before the Parliament setting out preliminary draft budgets
of public expenditure in any financial year other than the financial year
beginning on April 1 2000 shall not be considered, except with the agreement
of the Parliament, unless they are laid before the Parliament no later than the
preceding 20 September.

Stage 2 should involve the subject committees considering the expenditure
proposals in light of the comments and recommendations made by the
committees in their Stage 1 reports.  The Finance Committee will have to
determine whether an alternative set of proposals should be put before the
Parliament and, if members decide to go down this route, then formulate the
alternative budget. Stage 2 will end with a debate on a motion of the Finance
Committee.

Stage 2 is designed to dovetail with Stage 1 and since, this year, Stage 1 did
not work out the way that was intended, there is a degree of uncertainty as to
how Stage 2 will proceed.  Only two committees – the Health and Community
Care Committee and the Justice and Home Affairs Committee made any
specific recommendations for the draft budget (there were only three
recommendations in total).  These committees need to consider whether they
are content that their concerns have been addressed by the Executive and
they should  report to the Finance Committee accordingly.

It is suggested that other subject committees use Stage 2 as an opportunity to
review the responses of Executive departments to Stage 1 reports.  In the
Minister for Finance’s initial response to the Finance Committee Stage 1
report, he accepted the Committee’s recommendation that these responses
should be made prior to the announcement of the Stage 2 expenditure
proposals.
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Another major factor which effects the Stage 2 process this year is the
Chancellor’s spending review, which was announced in July.  2001/02 is the
first year that is covered by the review and, as such, the expenditure figures
that were contained in Investing in You are likely to change markedly as result
of the Minister for Finance’s own spending review.  While it is the expectation
that subject committees will take evidence from Ministers as part of their
Stage 2 deliberations, since most committees felt unable to conduct strategic
overview of Departments’ priorities at Stage 1, it is thought unlikely that they
will wish to recommend to the Finance Committee that alternative budgets
should be proposed this year.

In terms of timing, the backstop to the process is the debate in the Parliament.
The indicative date for this is around the second week of December.  As an
aid to committees preparing their forward work programme, clerks have been
advised that committees’ stage 2 reports should be finalised by the end of
October.  This timetable is based on a relatively low-key approach taken by
subject committees but it is clear that if a subject committee recommends that
revisions to a budget should be made, then there will need to be a dialogue
with the Finance Committee during November.

AUTUMN BUDGET REVIEW

The Committee’s Stage 1 report recommended that a wide range of issues
that effect the way the budget process works at Stage 1 should be the subject
of an autumn review.

“We shall, therefore, conduct a full review of the way the budget process
worked this year in the late autumn, which shall involve the conveners of the
subject committees, finance division officials of the Scottish Executive and the
Ministers for Finance and the Parliament”.

Although it is likely that there will be some issues that are relevant to both the
Stage 2 process and the autumn review, it is proposed that the Committee
treats them as two separate pieces of work.

Over the past year, the Committee has already touched on several of the
topics to be covered in the autumn review. It will therefore be important that in
order for the review to be successful, it should be conducted in a manner that
enables a comprehensive examination of the issues involved.  It is proposed
that full committee meetings would not be the best way of tackling this review
due to the range of matters under consideration and the fact that much of the
dialogue is likely to be with Executive officials.  For these reasons it is
recommended that three reporter groups should be established as these
would have the advantage of enabling more informal (and, it is hoped, more
productive) sessions to take place than might occur if all aspects of the review
were conducted by the whole Committee.

Annexe A categorises the issues that were raised in the Stage 1 report into
four groups:
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1. Style of Annual Expenditure Report
2. Aims and Objectives
3. Figures
4. Mechanics of the Process

It is suggested that the reporter groups each look at one of the first three
areas over the period from around mid September to the start of November.
It is suggested that the fourth category – Mechanics of the Process – should
be taken by the Committee as a whole, after the subject committees have
reported on Stage 2 of the process.  It is expected that this latter part of the
review would involve feedback from conveners and taking evidence from the
Ministers for Parliament and Finance.

Each reporter group would have clerking/SPICe support and, additionally, the
Committee’s budget advisers would be able to offer assistance.   As
mentioned in the invitation letter for this meeting, the Convener and Clerk
have discussed the possibility of the Committee moving to a fortnightly
meeting schedule. If this is agreed by the Committee, it is hoped members
will have more time to participate in the reporter groups.

If members are broadly content with the proposal, it is intended that  worked-
up proposals for the reporting groups would be considered by the Committee
on 19 September, with it being decided at that meeting which members will
serve on which reporting groups.
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ANNEXE A

AUTUMN BUDGET REVIEW
SUGGESTED GROUPINGS OF TOPICS

STYLE

Presentation
Accessibility
Size of document
More than one document?
Format of website document (interactivity)

AIMS AND OBJECTIVES

How do these relate to the figures?
Clarity of aims and objectives
Should aims and objectives contain links to other Executive
documents/ publications?
Targets
Performance Indicators
Monitoring

FIGURES

Real terms
Outturns, estimates, plans
Current/Capital; RAB
Impact of UK spending reviews

THE MECHANICS OF THE PROCESS

Timing of publication of document
Timing of other Executive legislation
Liaison between departments and committees


