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FINANCE COMMITTEE 
 

AGENDA 
 

26th Meeting, 2010 (Session 3) 
 

Tuesday 23 November 2010 
 
The Committee will meet at 2.30 pm in Committee Room 6. 
 
1. Subordinate legislation: The Committee will take evidence on the draft Budget 

(Scotland) Act 2010 Amendment (No.2) Order 2010 from— 
 

John Swinney MSP, Cabinet Secretary for Finance and Sustainable 
Growth, and John Williams, Head of Finance Co-ordination, Scottish 
Government. 
 

2. Subordinate legislation: John Swinney MSP (Cabinet Secretary for Finance 
and Sustainable Growth) to move S3M-7248— That the Finance Committee 
recommends that the draft Budget (Scotland) Act 2010 Amendment (No.2) 
Order 2010 be approved. 

 
3. Subordinate legislation: The Committee will take evidence on the draft Official 

Statistics (Scotland) Amendment Order 2010 from— 
 

John Swinney MSP, Cabinet Secretary for Finance and Sustainable 
Growth, and Rob Wishart, Chief Statistician, Scottish Government. 
 

4. Subordinate legislation: John Swinney MSP (Cabinet Secretary for Finance 
and Sustainable Growth) to move S3M-7247— That the Finance Committee 
recommends that the draft Official Statistics (Scotland) Amendment Order 2010 
be approved. 

 
5. Scottish Parliamentary Corporate Body's Budget 2011-12: The Committee 

will take evidence on the Scottish Parliamentary Corporate Body's budget for 
2011-12 from— 

 
Tom McCabe MSP, Member of the Scottish Parliamentary Corporate 
Body, Paul Grice, Clerk and Chief Executive, and Derek Croll, Head of 
Financial Resources, Scottish Parliament. 
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6. Reservoirs (Scotland) Bill: The Committee will take evidence on the Financial 
Memorandum of the Reservoirs (Scotland) Bill from— 

 
Neil Ritchie, Head of Protecting Land, Water and Air Quality and 
Managing Flood Risk Branch, Ross Scott, Rural Affairs and Environment 
Finance, and Judith Tracey, Head of Flooding and Reservoir Safety 
Policy, Scottish Government. 
 

7. Subordinate legislation: The Committee will consider the following negative 
instrument-The National Health Service (Superannuation Scheme, Pension 
Scheme, Injury Benefits and Additional Voluntary Contributions) (Scotland) 
Amendment (No. 2) Regulations 2010 (SSI 2010/369). 

 
 

James Johnston 
Clerk to the Finance Committee 

Room T3.60 
The Scottish Parliament 

Edinburgh 
Tel: 0131 348 5215 

Email: james.johnston@scottish.parliament.uk

mailto:james.johnston@scottish.parliament.uk
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The papers for this meeting are as follows— 
 
Agenda items 1 and 2  

PRIVATE PAPER 
 

FI/S3/10/26/1 (P) 

Brief Guide to the ABR 
 

FI/S3/10/26/2 

Agenda item 5  

PRIVATE PAPER 
 

FI/S3/10/26/3 (P) 

SPCB Budget Bid 
 

FI/S3/10/26/4 

Agenda item 6  

PRIVATE PAPER 
 

FI/S3/10/26/5 (P) 

Submissions 
 

FI/S3/10/26/6 

Agenda item 8  

Note by the clerk 
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A BRIEF GUIDE TO THE 2010-11 AUTUMN BUDGET REVISION  
 

1. The changes proposed in the Autumn Budget Revision result in an increase in 
the approved budget of approximately £819m from £33,902m to £34,720m.    

 
2. The main change is an increase in the AME budgets for NHS and Teachers 

Pensions of £714m.  This is as a result of a change in the discount rate used 
by HM Treasury in calculating the pensions provision. 

 
3. There is additional one-off funding of £76m resulting from allocation of the 

budget consequentials as announced by the Cabinet Secretary for Finance 
and Sustainable Growth on 14 April 2010.  The additional capital funding has 
been allocated to portfolios for affordable housing (£31m), roads and 
sustainable transport initiatives (£21.3m), further education colleges (£17m), 
acceleration of the Dundee Waterfront project (£3.8m) and renewable energy 
infrastructure (£3m).  

 
4. The other changes to the budget include increases in the AME budget for  

Student Loans (£35m) to reflect the changes in classification resulting from 
the Clear Line of Sight project; a reduction in the Health budget due to IFRS 
revisions to PPP/PFI; and a reduction in interest received on Scottish Water’s 
voted loans (£2.6m).   

 
5. Details of the major changes are summarised in the following table: 
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2010-11 Budget  Approved at Summer 
Budget Revision  

 
33,901.7 

   
 Funding Changes  

 
SPPA – increase in NHS and Teachers’ 
Pension Costs (AME) 

714.1 

 FSG-Add funding for transport*  21.3 
 FSG-Add funding for enterprise & energy* 6.8 
 FSG reduction in interest on Water loans 2.6 
 HW-Add funding for affordable housing* 31.0 
 HW-IFRS changes to PPP/PFI (ODEL) -9.8 
 ELL- Increase in Student Loans (AME) 35.0 
 ELL – Add funding for FE colleges* 17.0 
 Audit Scotland  0.2 
   818.2
    34,719.9
 Net Whitehall Transfers  

 
RAE – from DEFRA for Marine protected 
areas  

 
0.1

     
     34,720.0
     
 Internal Transfers within Scottish Block    
 Finance and Sustainable  Growth  -9.2 
 Health and Wellbeing  -44.2 
 Education and Lifelong Learning  59.7 
 Justice  -34.3 
 Rural Affairs and Environment  6.9 
 Crown Office  0.4 
 Local Government  7.2 
 Other  13.9 

    0.4

 
Proposed Budget following Autumn 
Revisions  

 
 34,720.4

 
 
 
*Part of the £76m consequentials announced by the Cabinet Secretary for Finance 
and Sustainable Growth on 14 April 
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Revisions by type  
 DEL AME Other Total 
 £m £m £m £m 
Funding Changes 81.4 749.1 -12.3 818.2
Net Whitehall Transfers 0.1 0.0 0.0 0.1
Scottish Block Transfers 0.4 0.0 0.0 0.4
Total Changes 81.9 749.1 -12.3 818.7
 
Significant revisions include:- 
 
Finance and Sustainable Growth  

• Additional funding for low carbon vehicles, green bus and cycling action 
plan (£10m)* 

• Additional funding for A77 and A9 (£11.3m)* 
• Additional funding for Dundee Waterfront project (£3.8m)* 
• Additional funding for renewable energy infrastructure (£3.0m)* 
• Transfer to GRO for census costs (-£6.3m) 
• Transfer to LG for the One Scotland Agreement and Customer First          

(-£4.4m) 
 
Health and Wellbeing 

• Additional funding for Affordable Housing (£31m)* 
• Transfers to Education for nursing and midwifery courses (-£66.6m) as in 

previous years 
• Transfer from Justice for drug treatment and prevention (£28.6m) as in 

previous years 
• Reduction due to IFRS changes to PPP/PFI (-£9.8m) 
 

Education & Lifelong Learning 
• Student loans AME adjustments due to Clear Line of Sight project (£35m) 
• Additional funding for FE colleges (£17m)* 
• Transfers from Health for nursing and midwifery courses (£66.6m) as in 

previous years 
• Transfer from RAE for new University of Aberdeen Rowlett Institute of 

Nutrition and Health (£10m) 
• Transfers to RAE to support the Fish Veterinary Aquaria (-£6.5m) and the 

European Fisheries Fund (-£6m) 
 

Justice 
• Transfer to Health for drug treatment and prevention (-£28.6m) as in 

previous years 
• Transfer to Scottish Courts Service for Judicial Courts Act transfer of 

responsibilities (-£4.7m) 
 
Rural Affairs and the Environment 

• Transfer to Education for new University of Aberdeen Rowett Institute of 
Nutrition and Health (-£10m) 

• Transfers from Education to support the Fish Veterinary Aquaria (£6.5m) 
and the European Fisheries Fund (£6m) 
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• Level 2s for “Natural Heritage and Rural Services”, “Environment 
Protection and Sustainable Development and Climate Change” and “Water 
Quality” merged to form a new Level 2 “Environment and Rural Services” 

 
Local Government 

• Transfer from FSG for the One Scotland Agreement and Customer First 
(£4.4m) 

 
Other 
  

• General Register Office -transfer from FSG for census costs (£6.3m) 
• Scottish Courts Service  -transfer from Justice for Judicial Courts Act 

transfer of responsibilities (£4.7m) 
 

 
*Part of the £76m consequentials announced by the Cabinet Secretary for Finance 
and Sustainable Growth on 14 April. 
 
As in previous years, there are also a number of internal portfolio transfers which 
have no effect on the portfolio totals, but play a significant role in ensuring effective 
internal budget monitoring. 
 
 
Capital  
 
The supporting document  uses the “accounts definition” of capital, so only spending 
that scores as capital in the consolidated or Direct Funded Bodies’ accounts is 
shown as capital.  The revisions since Budget Bill 2010-11 to the full Scottish 
Government capital position (TME) by portfolio is shown in the following table:- 
 
Portfolio Budget Bill ABR Change 
 £m £m £m 
First Minister 25.8 26.0 0.2
Finance and Sustainable Growth 1,009.6 1,055.0 45.4
Health and Wellbeing 1,112.7 1,178.7 66.0
Education and Lifelong Learning 345.9 393.9 48.0
Justice 158.7 158.8 0.1
Rural Affairs and Environment 65.2 73.6 8.4
Administration 10.0 10.1 0.1
Crown Office & Procurator Fiscal 7.2 7.2 0.0
Local Government 871.7 844.8 -26.9
Office of the Scottish Charity Regulator 0.0 0.0 0.0
Scottish Courts Service 20.3 20.3 0.0
General Register Office for Scotland 0.8 0.8 0.0
National Archives of Scotland 2.7 2.7 0.0
Forestry Commission 5.7 5.7 0.0
Food Standards Agency 0.1 0.1 0.0
Scottish Parliament Corporate Body 3.0 3.0 0.0
Audit Scotland 0.3 0.3 0.0
Total 3,639.7 3,781.0 141.3
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Significant changes due to:  
 
Finance and Sustainable Growth 
 
Additional funding for roads, enterprise projects and sustainable transport (£28.1m)* 
Reclassification of roads PPP/PFI due to IFRS from capital to resource (£15.4m) 
 
Health and Wellbeing 
 
Additional funding for affordable housing (£31m)* 
Resource to capital transfer for Pandemic flu (£20m) 
Resource to capital transfer for shared equity loans (£15m) 
 
Education and Lifelong Leaning 
 
Additional funding for FE colleges (£17m)* 
Revised Student Loans estimates (AME) (£48m) 
Net effect of misc. capital and resource transfers between ELL and RAE (-£18m )  
 
Local Government 
 
Capital to resource transfer in relation to Private Sector Housing Grant expenditure.  
This grant was previously a specific capital grant and was  paid by the Health and 
Wellbeing Portfolio.  The baseline was rolled up into local government capital 
support as a consequence of SR2007.  It transpired that local authorities has been 
using some of the capital funding as resource and it was agreed that a % of the 
capital support could be transferred to reflect historic expenditure trend. (-£26.9m) 
 
*Part of the £76m consequentials announced by the Cabinet Secretary for Finance 
and Sustainable Growth on 14 April. 
 
 
Finance Co-ordination  
October 2010 
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The Scoltl,h Po,l;omM'
P6t1omoid no I>Alba

The Presiding Officer
RTHon Alu Fergu$S.on MSP

Andrew Welsh MSP
Convener, Finance Committee
The Scottish Parliament
13.60

Dear Andrew

speB BUDGET SUBMISSION FOR 2011.12

16 November 2010

I am pleased to submit our budget bid for the financial year 2011-12, which
demonstrates how the SPCS sees the Parliament playing its part in responding to
the financial pressures facing public sector finances over the coming yeClrs.

He<ldline figures

The SPCB h<ls identified <I total budget requirement, including capital charges and
nOn-c<lsh items. of £B8.0m for 2011-12. <ISshown on the att<lched schedule 1. This
represents a decrease of £4.3m (4.6%) compared to the current year budget of
£92.3m1 and is £5.2m (5.6%) lower than the indicative forecast of £93.2m1 for the
2011-12 financial year provided to the Finance Committee in November 2009.
Schedule 1 also sets out indicative estimates for the 2012-13 finClnciai year.

The directly controllable costs of the Parliamentary Service are budgeted at £429m
for 2011-12, a decrease of £3.9m (8.3%) compared to the current year.

Reduction In both cash and real terms

Excluding the capital charges and non-cash ;tems. which do not represent a cash
funding requirement, the totClI SPCB budget submission for revenue and capital
expenditure is £753m. £42m (5.3%) lower than the approved 2010-11 budget and
£5.0m (6.2%) lower than the indicative 2011-12 forecast of £80 3m advised to the
Finance Committee last year. The proposed budget for 2011-12 represents a
reduction in real terms of 7.1%. as rneClsured by the talest published TreClsury
deflators.

'Tlw "'ported 2010--11 budi"f and 10000an figu,"'"" adj"".d '" >11",",.;'10 f"" H~. c"mp.,i""" in respecI or
nuti"nal inl••.•• l <1",,1'"' wid ollkehokl..... cf Sch<dule I

The SCOltJSI\P.vt_. Ed;nbll'tghEH9\l ISP
Till:(1)1 3018!D24 F"" 01J' 345 5301 Em",l; p<e.,<I<'lQ.offi""'@occU",l>p",""menl.uk

WN'* ocot\i$n. pam ••••••"!.ok



I attach an analysis of our budget bid (Schedule 21 together with a briefing paper
(schedule 3) and further analysis schedules to assist the Finance Committee in its
scrutiny of our budget bid.

Our submisskln continues our efforts to set our budget at a steady or reducing
proportion of the overall Scottish Budget.

Approach to setting the budget

As in previous years, the SPCS's budget proposal follows a r;gorous scrutiny
process to match resources to the priorities in the SPCS's strategic plan, This uses
two complementary methods to determine our budget submission:_ "zefO-.based-
budgeting to ensure rigorous justifteations for all proposed expenditure and a "top
down" challenge to prioritise the proposed expenditure wrthin overall finanCIal
constraints.

The Finance Committee will also be aware that. in anticipation of the now confirmed
reductions in public sector budgets, we have undertaken an across the board review
of all SPCS expenditure, including staff costs The Chief Executive gave you an
interim update on this in October, and will be able to report further at your meeting
next week,

The main areas of savings resu~ing from that review are :-

• reductions already identified in the overall staff complement of around 50 staff by
31 March 2013;

• a proposed pay freeze for SPS staff until 31 March 2013. accompanied by a
guarantee of no compulsory redundancies over the same period;

• reductions in Officeholder budgets; and
• reductions to budgeted expendrture, identiffed by our senior management earlier

this year.

The trade unions are currently balloting their members wrth a recommendation to
accept the proposal on SPS pay. I would like to record my gratitude to tM TUS fOf
the posrtive and cooperative spirit in which pay negotiations have progressed

I am alsO very grateful to all Members. MSP staff, SPS staff and offrceholders fO(
engaging so constructively throughout the resource planning process,

Directly controllable expenditure

In those areas where the costs are directly controllable by our actions, we have
exercised considerable pressure to reduce budgeted expenditure.

The Finance Committee will be aware that our budget submission also has to make
provision for costs that are not directly controllable by the SPCB. In that regard. lf1e
submission includes a proposed pay and expenses freeze for Members which has
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alre~d.y been agreed with Party Leaders. The SPCS's budget also includes funding
provIsion for the CommiSSIOnersand Ombudsman. and Capital Charges which are
calculated by reference to the value of the SPCS's existing assets

Excluding these items, Parliamentary Service Costs of £42.gm (including income,
capital expenditure and general contingency) are E3,9m (8,3%) lower than the
current year budget, equivalent to a 10.0% reduction in rea! terms, and are E4,3m
(9,2%) lower than the previous indicative forecast.

Commissioners and Ombudsman

The Spe8 has set the same target for savings in this area as for the Parliamentary
Service and all the Officeholders have confirmed that they recognise the need to
reduce expenditure in line with other public seelor budgets.

At EB.4m, the 2011.12 budget proposals for funding of the Commissioners and
Ombudsman accounts for 11.4% of the SPC8's net revenue expenditure budget.
This is a reducUon of E401k (4,5%) compared to the equivalent 2010.11 budget. a
reduction in real terms of 6.3%. The individual submissions in respect of each
Officeholder are set out in schedule 4.

We have a challenging responsibility to balance the financial impact on the public
purse of these budget proposals with the need to ensure that Officeholders are
funded to undertake their statutory responsibilities.

2012.13 Indicative Forecast

Schedule 2 also provides an analysis 01 our indicative revenue and capital
expenditure foreca::.t for 2012-13 This is more detailed than we would normally
provide at this stage of the budget approval process, but we have been able to do so
this year as a result of the extensive resource planning exercise which we have
undertaken and the two year period of the proposed pay freeze for SPCS staff and
Members.

The indicalive forecast for 2012.13 shows a further E1.5m reduction in the SPCS's
budget compared to 2011.12 in cash terms, and represents a E5.7m (7.2%)
decrease over the two years. This is equivalent to a rea! terms reduction of 11,0%
from 2010.11 to 2012.13. We would welcome the Finance Committee's
endorsement of this approach.

Indicative Forecast to 2014.15

We have projected forward our revenue and capital expenditure plans to 2014.15,
the full period covered by the Comprehensive Spending Review, Our budget
proposals will deliver overall savings of t20% in real terms over this period. This
incorporates a real terms reduction of 15.4% in the directly controllable costs of the
ScottIsh Parliamentary Service, in line with our earlier estimates. While this
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represents a significant reduction in our resources, we are nonetheless well placed
to meet the challenge as a result of the detailed resource planning process that has
been going on since the beginning of the year.

We will be happy to expand on any aspects of OUf budget submission, including the
proposed trajectory of our planned savings over the full 4 year period of the CSR,
when we give evidence to you on 23 November,

YOUrtl sincerely

~"-~iflt~
AL.EX FERGUSSON

,



Schedule 1

SCOTTISH PARLIAMENTARY CORPORATE BODY

OPERATING BUDGET SHOWING RESOURCES ALLOCATED TO OBJECTIVES:

OBJECTIVE: To enable the efficient and effective conduct of parliamentary business

 Approved 
Budget 
2010-11

Budget   
Bid         

2011-12     

Indicative 
Forecast       
2012-13

£’000 £’000 £’000

A) REVENUE

Net Revenue Expenditure ( Schedule 2) 76,512 73,993 72,296

B) CAPITAL

Capital Expenditure ( Schedule 2) 3,000 1,300 1,500

C) TOTAL EXPENDITURE EXCLUDING CAPITAL CHARGES 
     AND NON CASH ITEMS   (A+B)

Net Revenue and Capital Expenditure 79,512 75,293 73,796

SPCB AIM: To provide the Parliament, or ensure the Parliament is provided with the property, staff and services 
required for the Parliament's purposes.

Scottish Parliamentary Corporate Body 

D) CAPITAL CHARGES AND NON CASH ITEMS

Total Capital Charges  and non cash items (schedule 3) 12,750 12,697 12,964

E) TOTAL EXPENDITURE INCLUDING CAPITAL CHARGES AND NON 
CASH ITEMS   (C+D)

Total Net Expenditure 92,262 87,990 86,760

Note:  to provide a meaningful comparison, the 2010-11 budget figures have been adjusted to exclude
notional interest charges and to include 2010-11 budgets for new functions transferred to Officeholders

£’000

Original approved 2010-11 budget 102,050

Adjustment for Capital Charges and Non Cash Items to remove (10,746)
the cost of capital charge in summer 2010 budget revision

New Officeholder responsibilities 958

Approved 2010-11 budget as adjusted 92,262



SPCB BUDGET SUBMISSION 2010-11 - SUMMARY Schedule 2

Net Revenue and Capital Budget

   Approved 
Budget 
2010-11

Budget 
Bid 

2011-12 

Indicative 
Forecast 
2012-13

£'000 £'000 £'000
Revenue Expenditure

Recurring Annual Costs
  Staff Pay 23,120 22,379 22,037
  Staff Related and General Costs 1,227 916 846
  Property Costs 7,783 7,433 7,498
  Running Costs 8,412 7,419 7,266

40,542 38,147 37,647
Projects and One-Off Costs
  Corporate Events 294 256 211
  Security Projects 390 305 0
  Other Projects 1,570 595 1,250

Total Parliamentary Service Costs 42,796 39,303 39,108

MSPs' and Officeholders' Costs
  MSP Pay 10,909 10,950 10,950
  MSP Office, Staff and Accom. Costs  etc. 13,034 13,034 13,034
  Commissioners & Ombudsman Costs 8,848 8,447 8,195

Total MSPs' & Officeholders' Costs 32,791 32,431 32,179

Contingency 1,180 2,500 1,250

Total Revenue Expenditure 76,767 74,234 72,537

Less:-  Income (255) (241) (241)

Total Net Revenue Expenditure 76,512 73,993 72,296

Capital Expenditure

  Capital Expenditure 3,000 1,300 1,500

Total Capital Expenditure 3,000 1,300 1,500

Total Net Revenue and Capital Expenditure 79,512 75,293 73,796

Memorandum:-

Directly Controllable Parliamentary Service Costs 46,721 42,862 41,617
Total Expenditure less  MSPs' and Officeholders' 
Costs
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Finance Committee Briefing 23 November 2010 - SPCB Net Revenue and Capital Budget  
 
 
The net revenue and capital expenditure of the SPCB is forecast to decrease from £79.5m in 2010-11 to £75.3m in 2011-12, a 
decrease of £4.2m (5.3%) in cash terms (equivalent to a real terms reduction of 7.1%). The main elements of this are:- 
 
 Budget 

2010-11  
£’000 

 

Budget Bid 
2011-12  

£’000 

Increase / 
(decrease) 

£’000          % 

Comments 

Staff Pay 
 

23,120 22,379 (741) (3.2%) Staff pay including use of contractors is budgeted at 
£22.4m – a reduction of £741k (3.2% in cash terms) on the 
2010-11 budget (equivalent to 5.0% reduction in real 
terms.) 
 
The budget incorporates a proposed pay freeze for SPS 
staff up to 31/03/13. 
 
The budget shows a reduction in staff costs arising from 
current and planned reviews of staffing requirements 
across the organisation and incorporates the outcome of 
the senior management review and the VER/ES scheme. 
 
The staff pay budget takes account of the projected 
movement of staff up through the incremental pay scales 
on the SPCB’s single pay spine. This is a prudent budget 
assumption, reflecting the contractual entitlements for 
existing staff.  However, we know from experience that 
staff turnover reduces the net cost of this progression.  
This is therefore reflected in a vacancy factor, which is 
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applied to the staff pay budget as a credit. The vacancy 
factor is budgeted at £0.7m or 3% of salaries for 2011-12, 
a lower level than the 2010-11 budget (5%).  This reflects 
the lower levels of staff turnover in the current economic 
climate. 
 

Staff Related 
Costs 
 

1,227 916 (311) (25.4%) Staff-related costs of £0.9m are projected to decrease by 
£311k (25.4%) from the current year’s budget, through the 
development of more cost effective corporate training 
arrangements and reductions in the budgets for job related 
training and travel & expenses. 
 

Property Costs 
 

7,783 7,433 (350) (4.5%) Property Costs comprise :-   £k 
 Rates                     4,040 
 Maintenance          1,725 
 Utilities                      956 
 Cleaning                   515 
 Other                        197 

                                         7,433 
 
Property Costs of £7.4m show a net decrease of £350k 
(4.5%) on the 2010-11 budget. Rates, at £4.0m, account for 
over half of total property costs. 
 
Utility costs are projected to increase marginally from £948k 
to £956k.  This results from the recent increases in prices for 
water, but is offset by more energy efficient measures. 
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Running Costs 
 

8,412 7,419 (993) (11.8%) Running costs of £7.4m are projected to decrease by £993k 
(11.8%) over the 2010-11 budget levels. Running costs 
include most of the SPCB’s outsourced contracts for the 
provision of goods and services, including IT support and 
maintenance, printing, broadcasting, restaurant services, 
crèche, etc. Reduced costs for broadcasting, printing, 
advertising and commissioned research account for the 
majority of the projected savings. 
 

Events 
 

294 256 (38) (12.9%) The 2011-12 budget submission includes £256k provision 
for a number of Parliament led events, including the Festival 
of Politics and the Travelling Exhibition The SPCB will 
review specific proposals for 2011-12 later this year. 
  

Security 
Projects 

390 305 (85) (21.8%) This budget makes provision in respect of design work for 
an external screening facility, in light of recommendations 
from specialist advisors. 
 

Other Projects 
 

1,570 595 (975) (62.1%) Project expenditure is budgeted separately from recurring 
annual costs to provide greater transparency in our 
management reporting. The projects planned for 2011-12 
comprise:- 
                                                                                £k 

 Post Election Requirements                       250 
 Carbon Management                                  100 
 Building Maintenance Projects                     75       
 Other Building Related Projects                   20   
 IT Security                                                    15     

                                                                              595          
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MSP Pay  
 

10,909 10,950 41 0.4% Following cross party support, it is proposed to freeze MSP 
pay at the current level until 31st March 2013.  The slight 
increase of £41k (0.4%) is in respect of higher employers’ NI 
contributions from 1/04/11. 
 
The 2011-12 budget includes £1,075k in respect of 
ministerial salaries, which are payable by the SPCB. 
  

MSP Staff and 
Office Costs 
 

13,034 13,034 0 0% Similarly, it is proposed to freeze the provision made for 
Members’ Staff and Office Costs at the 2010-11 level until 
31st March 2013. 
 
£0.5m is included in the total figure in respect of the financial 
assistance to registered parties (Short Money). This leaves 
£12.5m budgeted for the Members’ Expenses Scheme itself.  
 

Commissioners  
& Ombudsman 
 

8,848 8,447 (401) (4.5%) The 2011-12 budget submissions from the Commissioners 
and Ombudsman is 4.5% below, the level of their approved 
2010-11 budgets, in cash terms. The 2010-11 budget 
includes a contingency budget of £250k, unchanged from 
2010-11. Schedules 4(a) and 4(b) provide further analysis of 
the individual officeholder budget bids. 
  

Contingency 
 

1,180 2,500 1,320 112% The £2.5m contingency proposal for 2011-12 includes 
£0.5m to cover genuine emergencies and £2.0m to provide 
for unexpected or unquantified cost pressures – including 
MSP resettlement grants which will arise following the May 
2011 election. 
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Income 
 

(255) (241) 14 5.3% Budgeted income for 2011-12 comprises :- 
 

 Shop      (£239) 
 Other      (£2k) 

 
 

Capital 
Expenditure 

3,000 1,300 (1,700) (56.7%) Planned capital expenditure for 2011-12 includes 
programmed technology replacements and post election 
requirements for local offices. 
 

     
Total Net 
Revenue and 
Capital 
Budget 

 
79,512 

 

 
75,293 

 

 
(4,219) 

 

 
(5.3%) 
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Analysis of Capital Charges and Non-Cash Items (Schedule 1) 
 
 
Capital 
Charges and 
Non-Cash 
Items 

Budget 
2010-11  

£’000 
 

Budget Bid 
2011-12  

£’000 

Increase / 
(decrease) 

£’000          % 

Comments 

DEL      
Depreciation 12,670 11,620 (1,050) (8.3%) Depreciation on the Holyrood Building is calculated on 

valuation figures.  Projected increases to asset values are 
estimated on the basis of GDP Deflators 

Notional 
interest (cost of 
capital) 

- - - - Cost of Capital has been removed from the 2010-11 
budgets and will not feature in the accounts or budgets 
hereafter. Change was part of HM Treasury Clear Line of 
Sight project. 

Audit Fee 80 77 (3) (3.8%) A small decrease in Audit Fee is envisaged with the 
completion of the IFRS implementation in accounts 

Total DEL 
Capital 
charges and 
non cash 
items 

12,750 11,697 (1,053) (8.3%)  

AME      
Pension 
Finance (net) 

n/a 1,000 1,000 n/a A new non cash item requires to be budgeted from 2011-
12 in respect of the accounting entries required under IAS 
19.  This is in respect of the net notional funding cost of 
current service cost and interest cost less the expected 
return on scheme assets less contributions already made 
by the SPCB. This figure is calculated retrospectively by 



                                                                                                      Schedule 3 

the Government Actuary’s Department (GAD). The 
resultant figure cannot be estimated with any certainty in 
advance (hence the categorisation as AME). The actual 
figure in any year may be a debit or a credit, depending on 
the movement of actuarial factors underpinning the various 
elements.  The equivalent figures for 2008-09 and 2009-10 
were £222k and £144k respectively and GAD has 
estimated an indicative charge of £1,266k for 2010-11. 

Total AME 
capital 
charges and 
non cash 
items 

n/a 1,000 1,000 n/a  

Total Capital 
and non cash 
charges DEL + 

AME 

12,750 12,697 (53) (0.4%)  

 
   



SPCB BUDGET SUBMISSION 2011-12 - Commissioners and Ombudsman Schedule 4a

Approved 
Budget 

(Note 1) 
2010-11

Budget 
Bid 

011-12

Office £'000 £'000 £'000 %

Public Services Ombudsman 3,570 3,367 (203) (5.7%)

Scottish Information Commissioner 1,535 1,517 (18) (1.2%)

Children and Young People 1,350 1,249 (101) (7.5%)

Commission for Human Rights 1,000 960 (40) (4.0%)

Ethical Standards (Note 2) 888 852 (36) (4.1%)

Standards Commission (Note 2) 255 252

Total for Commissioners and Ombudsman 8,598 8,197 (401) (4.7%)

Central Contingency for legal action etc 250 250 0 0.0%

Total including central contingency 8,848 8,447 (401) (4.5%)

Note 1  This includes central contingency of £250k.

Note 2 This includes funding for the new Ethical Standards Commission (merger of Chief Investigating Officer (previosly sponsored by Scottish Ministers) 
and the Commissioner for Public Appointments and the Scottish Parliamentary Standards Commissioner)  and the Standards Commission (previously sponsored by Scottish Ministers)

Increase / 
(Decrease) vs 

2010-11 approved 
budget 



Schedule 4(b)

Budget £'000 Bid £'000 Budget £'000 Bid £'000 Budget £'000 Bid £'000
2010-11 2011-12 2010-11 2011-12 2010-11 2011-12 

Revenue
Staff Costs 2,671 2,517 1,220 1,220 795 706
Staff Related/General Costs 96 88 19 17 66 39
Property Costs 283 291 99 99 108 99
Professional Fees 205 179 40 35 46 64
Running Costs 319 299 146 139 325 334
Income (25) (35) 0 0 0 0
Capital 22 30 10.7 7.7 10 7

Total 3,570 3,367 1,535 1,517 1,350 1,249

Budget £'000 Bid £'000 Budget £'000 Bid £'000 Budget £'000 Bid £'000
2010-11 2011-12 2010-11 2011-12 2010-11 2011-12 

Revenue
Staff Costs 619 632 583 566 173 179
Staff Related/General Costs 47 20 31 28 14 16
Property Costs 103 70 95 68 35 35
Professional Fees 44 16 110 124 3 4
Running Costs 165 222 67 63 30 18
Income 0 0 0 0 0 0
Capital 22 0 2 3 0 0

Total 1,000 960 888 852 255 252

SPSO - Scottish Public Services Ombudsman
SIC - Scottish Information Commissioner
CCYP - Commissioner for Children and Young People in Scotland
CHR - Commission for Human Rights
ESC - Ethical Standards Commission 
SC - Standards Commission

CHR

CCYP

ESC

Analysis of Commissioners' and Ombudsman's 2011-12 budget bids 

SPSO SIC

SC



            
  Schedule 5 

 
SPCB Balance Sheet 
 
 31 Mar 2010 

Actual 
(£k)

31 Mar 2011
Projected 

(£k)

31 Mar 2012 
Projected 

(£k) 
Non current assets   
Holyrood land and 
buildings 

306,500 306,703 303,395 

Other fixed assets 4,765 5,834 5,421 
 311,265 312,537 308,816 
Current assets  
Stock 165 165 165 
Debtors 979 975 975 
Cash at bank 937 1,000 1,000 
 2,081 2,140 2,140 
Liabilities (including 
current and non current) (18,279) (19,847)

 
(18,798) 

  
 (16,198) (17,707) (16,658) 
  
Total Assets less 
Liabilities 295,067 294,830

 
292,158 

 
 
 

 

Reserves  
General fund 278,569 276,447 272,765 
Revaluation reserve 26,120 28,005 29,015 
Members pension fund (9,940) (9,940) (9,940) 
Donated asset reserve 318 318 318 

 295,067 294,830 292,158 
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Finance Committee 

26th Meeting, 2010 (Session 3), Tuesday 23 November 2010 
 

Reservoirs (Scotland) Bill 

Submissions and associated documents 
 

Submissions have been received from the following— 
 

 City of Edinburgh Council; 
 East Dunbartonshire Council; 
 Moray Council; 
 Scottish Environment Protection Agency; 
 Scottish Water; and 
 West Lothian Council. 

 
 

This document also contain the Business Regulatory Impact Assessment for 
the Reservoirs (Scotland) Bill. 
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SUBMISSION FROM CITY OF EDINBURGH COUNCIL 
 

Consultation 
1. Did you take part in the consultation exercise for the Bill, if applicable, 

and if so did you comment on the financial assumptions made? 
 
Yes. Yes 
 

2. Do you believe your comments on the financial assumptions have been 
accurately reflected in the Financial Memorandum?  
 
Not sure.  
 

3. Did you have sufficient time to contribute to the consultation exercise? 
 
Consultation exercise yes.  
 

Costs 
4. If the Bill has any financial implications for your organisation, do you 

believe that these have been accurately reflected in the Financial 
Memorandum?  If not, please provide details. 
 
Our costs will probably fall within the estimated ranges, but these are 
very broad ranges. NOTE - Local Authorities received no grant aid for 
carrying out Enforcement duties, but are now expected to pay SEPA 
charges for doing so. That is a clear cost increase.  
 

5. Are you content that your organisation can meet the financial costs 
associated with the Bill?  If not, how do you think these costs should be 
met? 
 
The memorandum does not say whether the estimated costs will be 
made available to Local Authorities. Based on my experience that the 
savings from Enforcement Duties stated here appear to be 
overestimated, and the safety measures costs to be underestimated, 
then NO.  
 

6. Does the Financial Memorandum accurately reflect the margins of 
uncertainty associated with the estimates and the timescales over 
which such costs would be expected to arise? 
 
The margins appear broad enough 
 

Wider Issues 
7. If the Bill is part of a wider policy initiative, do you believe that these 

associated costs are accurately reflected in the Financial 
Memorandum?  
 
No comment 



FI/S3/10/26/6 

2 

 

 
8. Do you believe that there may be future costs associated with the Bill, 

for example through subordinate legislation or more developed 
guidance?  If so, is it possible to quantify these costs?   
 
Yes. There is provision for costs to be imposed by regulation – e.g. 
―manner in which information is to be recorded (para 49); or SEPA 
charges (CAR charges are considerably higher than first estimated) 
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SUBMISSION FROM EAST DUNBARTONSHIRE COUNCIL 
 

Consultation 
1. Did you take part in the consultation exercise for the Bill, if applicable, 

and if so did you comment on the financial assumptions made? 
 
East Dunbartonshire did not make any submission to the consultation 
exercise. 

 
2. Do you believe your comments on the financial assumptions have been 

accurately reflected in the Financial Memorandum?  
 
Not applicable 

 
3. Did you have sufficient time to contribute to the consultation exercise? 

 
Yes 

 
Costs 

4. If the Bill has any financial implications for your organisation, do you 
believe that these have been accurately reflected in the Financial 
Memorandum?  If not, please provide details. 
 
The assumption in terms of „average‟ costs does not accurately reflect 
the implications for East Dunbartonshire Council. Our historical 
involvement has been fairly minor with only one reservoir and 
accordingly our costs have been significantly lower than the average 
quoted. The Council will not see any material difference or cost saving 
as a consequence of the change in legislation. 

 
5. Are you content that your organisation can meet the financial costs 

associated with the Bill?  If not, how do you think these costs should be 
met? 
 
The Council will not have any material change in costs incurred but 
neither will it secure any cost savings. 

 
6. Does the Financial Memorandum accurately reflect the margins of 

uncertainty associated with the estimates and the timescales over 
which such costs would be expected to arise? 
 
No. 
 
Wider Issues 

7. If the Bill is part of a wider policy initiative, do you believe that these 
associated costs are accurately reflected in the Financial 
Memorandum?  
 
No considered view 
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8. Do you believe that there may be future costs associated with the Bill, 

for example through subordinate legislation or more developed 
guidance?  If so, is it possible to quantify these costs?   
 
No considered view 
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SUMBMISSION FROM MORAY COUNCIL 
 

It is planned that most of these duties will transfer to SEPA at some point  but 
there is a financial implication  with the proposal to drop the threshold from 
25,000m3 down to 10,000m3. 
 
Few of the reservoirs between 10,000 and 25,000 m3 will have as built record 
drawings. This in turn raises the cost of surveying them to establish their 
maximum possible capacity. If the measured volume is greater than 10,000 
m3 , then presumably the owner pays for the survey and all subsequent 
inspections. If this is correct, it should to be clearly stated so that owners are 
able to budget for the possible expenditure involved . (Prior to the survey, they 
do not know for certain if their reservoir is covered by the Bill or not.) 
 
If a survey is carried out and the volume proves to be less then 10,000m3, it 
should also be clarified who pays for that survey. Presumably not the owner 
since their reservoir is not covered by the legislation.  If it is some other body, 
they must be told in advance of these circumstances so that budget provision 
can be made.  
 
As it stands, responsibility for these costs is not clear and this should be 
clarified before the Bill comes into force.  
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SUBMISSION FROM SCOTTISH ENVIRONMENT PROTECTION AGENCY 
(SEPA) 

 
1. Opening Remarks 
 

The Scottish Environment Protection Agency (SEPA) welcomes the 
opportunity to respond to the Finance Committee on the Financial 
Memorandum of the Reservoirs (Scotland) Bill. 
 
The Bill will create the framework that will ensure reservoirs in Scotland 
are regulated in a proportionate and risk-based regime to protect the 
people of Scotland from the risk of flooding from reservoirs, whilst 
limiting the burden on those owners whose sites pose minimal risk. 

 
SEPA recognises the responsibilities associated with its new role and 
looks forward to the challenges it will bring. Success will depend on the 
powers and duties conferred by the legislation, the working 
relationships SEPA builds with the regulated sector and other key 
stakeholders and the resources that are made available. 
 
To enable SEPA to provide cost estimates we have drawn on our 
experiences of implementing other recent legislation such as the Water 
Environment and Water Services (Scotland) Act 2003. By so doing we 
have attempted to build cost estimates based on working regulatory 
models and thereby reflect true and accurate figures. 
 
We have also drawn on the experiences of the Environment Agency 
who in 2004 took over the enforcement role for reservoir safety in 
England & Wales. When doing so they encountered many similar 
issues that we envisage SEPA will face and so their knowledge and 
experience has been drawn upon, again to provide estimates based 
upon working systems and processes. 
 
Whereever possible SEPA will look to incorporate this new regulatory 
duty within existing systems and processes to ensure efficiencies, but 
our ability to do so could be severely impacted by efficiency savings on 
SEPA‘s overall budget.  This will minimise the cost to the public purse 
and limit the charges which may be passed on to reservoir managers.  

 
QUESTIONNAIRE 
 
This questionnaire is being sent to those organisations that have an interest 
in, or which may be affected by, the Financial Memorandum for the 
Reservoirs (Scotland) Bill.  In addition to the questions below, please add any 
other comments you may have which would assist the Committee‘s scrutiny.     
 

Consultation 
1. Did you take part in the consultation exercise for the Bill, if applicable, 

and if so did you comment on the financial assumptions made? 
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Yes, SEPA has been involved with the Scottish Government 
throughout the consultation process. We have worked with the 
Reservoirs Bill Team during the Bill drafting process and provided 
comment on the wording of the provisions relevant to SEPA when 
requested.  

 
SEPA formally responded to the Scottish Government consultation 
“Reservoir Safety in Scotland” in April 2010. We also assisted the 
Government in the stakeholder engagement process of this 
consultation by attending and sitting as panel members at public 
awareness raising workshops around the country. SEPA also sits on 
the Government‘s ‗Reservoir Safety Stakeholder Group‘, which 
comprises a cross section of the reservoir safety community, including 
individual owners, large reservoir owning organisations such as 
Scottish & Southern Energy, Local Authorities, Panel Engineers and 
Scottish Water. 

 
SEPA worked closely with Scottish Government on the development of 
options and the range of financial assumptions made. 

 
SEPA believes it has achieved the best it can to establish an estimate 
of the future resources required at each of the various stages of the 
Bill‘s development, given the available knowledge at each stage of the 
process. 

 
2. Do you believe your comments on the financial assumptions have been 

accurately reflected in the Financial Memorandum?  
 

Yes, the assumptions used in the Financial Memorandum reflected our 
understanding of the Bill. 

 
3. Did you have sufficient time to contribute to the consultation exercise? 

 
Yes. 

 
Costs 
 

4. If the Bill has any financial implications for your organisation, do you 
believe that these have been accurately reflected in the Financial 
Memorandum?  If not, please provide details. 

 
The Bill has significant financial implications for SEPA; in the Financial 
Memorandum these were presented as £4.12 million for the 
implementation stage, 2011 to 2016. Thereafter when the regulatory 
process becomes ‗business as usual‘ it was estimated that SEPA‘s 
annual on-going cost was £0.41 million.  

 
The precise financial implications, both for the implementation stage 
and on-going business will depend on a number of factors. To a great 
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extent costs will be determined by the number of new sites that will be 
captured by the legislation when the registration threshold is reduced 
from 25,000 cubic metres to 10,000 cubic metres. Also, as noted in the 
Financial Memorandum, there has been an assumption that 40% of 
reservoirs will be classified as high risk, 30% as medium risk and 30% 
as low risk. As the regulatory effort is dictated by the number of 
registered sites and the classification they receive, any variation on the 
assumptions made will impact upon the cost estimates. Until the exact 
number of sites is known and they have been classified, it is impossible 
to be precise about the level of the resource requirements and about 
other financial necessities such as the reservoir inundation mapping 
exercise and external engineering support. 

 
The figures contained in the Financial Memorandum do try to take 
account of this variation where associated work elements will be 
impacted by these unknowns. For example the estimates for staff costs 
during the later part of the implementation period range from £0.40 to 
£0.77 million, with a figure of £0.5 million being used in the final 
calculation. This scenario is replicated in several other areas, such as 
costs for the production of inundation maps ranging from £0.9 to £2.0 
million. As can be seen, the impact of these variations could have a 
significant bearing on the final costs. 

 
The Bill also permits Scottish Ministers by regulations to make 
provisions for SEPA to implement a charging scheme, both for the 
registration of sites and annual on-going charges, to limit the cost to 
the public purse. It is proposed that those sites posing the greatest risk 
and therefore requiring a higher level of regulation will be charged at a 
higher level than those posing a medium risk, with low risk sites not 
receiving a charge.  Estimates have been provided on the income that 
would be generated, £0.37 million, up until 2016.  
 
This figure is less than that estimated for SEPA‘s on-going regulatory 
activities as noted above. This situation has occurred because, when 
estimating possible charges, SEPA was advised to exclude from any 
cost estimates those work elements that related to undertaking 
enforcement action. This was because the Scottish Government 
wanted to avoid passing on this cost to those undertakers who were 
compliant with the legislation. Powers have also been included in the 
Bill to reclaim expenses associated with appointing engineers, 
exercising their emergency powers and costs associated with the 
application of civil sanctions so that these costs are borne only by 
those who do not comply with the legislation. 

 
Again these figures are reliant on the number of registered sites and 
the various risk classification levels that they fall under.  

  
The financial implications outlined in the Financial Memorandum are in 
line with those submitted by SEPA, based on our understanding of the 
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Bill at that time. We will continue to work with the Scottish Government 
and once we have a better understanding of how many reservoirs will 
be affected by the Bill we will have a better understanding of the 
possible scenarios for delivery of the Bill. In doing so we hope to be 
able to further refine our estimates of the resources required in light of 
the clearer guidance and assumptions made. However the exact costs 
of enforcing the Bill will not be known until SEPA carries out the risk 
assessment of each reservoir and categorises them. 

 
5. Are you content that your organisation can meet the financial costs 

associated with the Bill?  If not, how do you think these costs should be 
met? 

 
Yes, with the required Government funding but it will be challenging.  

 
The majority of the implementation tasks that SEPA must complete to 
ensure that we are able to undertake this new regulatory duty are likely 
to fall within the next Comprehensive Spending Review (CSR) period 
(2011 – 2015) although we understand there are no set deadlines for 
implementing this legislation and the delivery period may be extended 
if necessary. SEPA will work with the Scottish Government to ensure 
all efficiencies and cost savings are captured in this CSR bid and 
where possible SEPA will look for efficiencies by integrating current 
and future reservoir safety regulatory work with our other duties. 

 
Thereafter a proportion of SEPA‘s on-going regulatory costs will be met 
by funds raised through a proposed charging scheme, with the 
remaining proportion being met by future CSR funding as outlined in 
the Financial Memorandum. Should the proposed charging provisions 
contained within the Bill not come into force then there will be a need 
for a higher level of funding through the CSR bid. 

 
6. Does the Financial Memorandum accurately reflect the margins of 

uncertainty associated with the estimates and the timescales over 
which such costs would be expected to arise? 

 
The Financial Memorandum does note that the total number of 
reservoirs that would fall under this legislation is unknown and 
therefore the true costs associated with implementing and thereafter 
regulating the legislation are variable. It also states that an assumption 
has been made in regard to the proportion of sites falling into each of 
the three risk categories and acknowledges that if this changes then it 
will impact upon implementation and on-going costs. 

 
The Financial Memorandum does include a range of costs for each 
activity which tries to take account of some of these unknowns. 
However, it then puts forward an estimated cost, which has 
subsequently been used to calculate the overall estimated cost to 
SEPA. If the situation occurs whereby the actual cost of undertaking 
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the activity reflects SEPA‘s or the Scottish Government‘s upper 
estimates then it would mean a lack of funds being available if the CSR 
bid were tied to these estimates. This could have implications on 
SEPA‘s ability to undertake its regulatory role and protect the public.   

 
Wider Issues 
 

7. If the Bill is part of a wider policy initiative, do you believe that these 
associated costs are accurately reflected in the Financial 
Memorandum?  
 
SEPA has a significant role in reducing wider flood risk issues and is 
heavily involved with the Scottish Government and other stakeholders 
in implementing the Flood Risk Management (Scotland) Act 2009.  
 
The Reservoirs (Scotland) Bill has, where appropriate, been drafted to 
align with this Act and will therefore help to deliver outcomes in a co-
coordinated and efficient manner.  An example of how the two pieces 
of legislation complement each other is demonstrated by that of the 
inundation mapping process. Those maps required under the 
Reservoirs (Scotland) Bill, to support the risk designation process, will 
subsequently be used to inform the work required of SEPA under the 
Flood Risk Management (Scotland) Act 2009. 
 
In the financial memorandum that was produced for the Flood Risk 
Management (Scotland) Act 2009 the costs associated with regulating 
reservoir  safety are shown as additional costs to the wider FRM costs 
and, as such, are reflected in the Reservoirs Bill Financial 
Memorandum. 
 

8. Do you believe that there may be future costs associated with the Bill, 
for example through subordinate legislation or more developed 
guidance?  If so, is it possible to quantify these costs?   

 
The Reservoirs (Scotland) Bill is a framework Bill that will lead to a 
significant amount of secondary legislation. Depending on the detail 
that emerges in this secondary legislation it could lead to extra costs 
for SEPA, but until this is drafted it is not possible to quantify these 
costs.  
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SUBMISSION FROM SCOTTISH WATER 
 

Scottish Water welcomes the opportunity to respond to the Financial 
Memorandum for the Reservoir (Scotland) Bill.  We are particularly interested 
in this proposed legislation, as we own and operate a large number of 
reservoirs across Scotland and, as such, we are a reservoir undertaker under 
the terms of the existing Reservoirs Act 1975. 
 

 Scottish Water will own and be responsible for 365 reservoirs (defined 
under this Bill) which include service reservoirs and clear water tanks.  
70 of these reservoirs are no longer operational.  A number of 
sustainable urban drainage ponds (SUDS) ponds will now also be 
controlled under the Bill. 

 
 The Bill will reduce the minimum volume for the definition of a reservoir 

to 10,000 cubic metres.  This will introduce a further 95 reservoirs and 
water retaining structures to be controlled made up of 34 small 
reservoirs and 61 clear water tanks or service reservoirs.  The 
additional 34 small reservoirs will incur a one off cost estimated to be 
almost £1m to comply with requirements of the Bill.  

 
 Scottish Water welcomes the introduction of the risk designation of 

reservoirs as high, medium and low based upon the potential adverse 
consequences and the probability of an uncontrolled release of water 
thus allowing a proportionate supervision and inspection regime 
dependant on the risk designation of the reservoir. 

 
 The new Bill will require Scottish Water to produce flood plans for all 

reservoirs and this may result in an additional one off cost in the region 
of £1m.  However some flood plans have already been carried out by 
Scottish Water and if these are acceptable to the enforcement 
authority, then this cost may be reduced.   

 
Consultation 

1. Did you take part in the consultation exercise for the Bill, if applicable, 
and if so did you comment on the financial assumptions made? 

 
a. Scottish Water responded to the consultation ―The Reservoir 

Safety in Scotland‖ in April 2010. 
 
b. The Bill introduces additional responsibilities for Scottish Water 

and therefore additional costs.  In our response to the consultation 
we highlighted that the risk designation should be based upon the 
potential adverse consequences and the probability of an 
uncontrolled release of water thus allowing a proportionate 
supervision and inspection regime dependant on the risk 
designation of the reservoir.  Scottish Water believes that SEPA 
should be responsible for producing the inundation maps to ensure 
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consistency throughout all reservoir owners.  Scottish Water 
proposed that where owners had already prepared inundation maps 
these could be used by SEPA and may result in a decision that 
there is no need to prepare a basic inundation map for that 
reservoir.  This could provide best value for the Scottish 
Government. 

 
2. Do you believe your comments on the financial assumptions have been 

accurately reflected in the Financial Memorandum?  
 

a. Scottish Water provided financial information based upon the 
Consultation exercise, this was accurately reflected in the Financial 
Memorandum.  Since this time Scottish Water has continued to 
work with the Government to better understand the implications for 
Scottish Water.  We reviewed the Bill when it became available and 
revised some of our estimates accordingly.  

 
3. Did you have sufficient time to contribute to the consultation exercise? 

a. Yes 
 
Costs 
4. If the Bill has any financial implications for your organisation, do you 

believe that these have been accurately reflected in the Financial 
Memorandum?  If not, please provide details. 

 
 Scottish Water believes that the Bill has material financial 

implications. As a result of reviewing the Bill we have revised our 
estimates. 

 
 Scottish Water has revised our estimate of forecast annual 

operating costs as a result of the increased management time for 
regulatory matters within SEPA, as set out in the Bill, to 
approximately £100k per year from 2013/14. 

 
 In addition to the costs set out in the Financial Memorandum 

Scottish Water has now included a one off cost for complying with 
the legislation in relation to the newly designated 34 small 
reservoirs which is expected to take effect from 2016 and is 
estimated to be almost £1m. 

 
 Scottish Water has included an additional one off cost for display of 

emergency response information of approximately £365,000.   
 

 Scottish Water has estimated that the one off cost of flood plans 
would be in the region of £1m for the initial draft for all reservoirs.  
The annual updating and testing of the flood plans has been 
included in our estimate within the forecast annual operating costs 
in bullet point 2. 
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Therefore the estimated additional cost of implementing the new Bill until 
2016 compared with the Reservoirs Act 1975 is shown in the table below:  

Requirement Cost 
Forecast additional annual operating costs 
3 years from 2013 when transfer of enforcement to 
SEPA to 2016 

£0.3m 

Cost of complying for the 34 newly designated 
reservoirs 

£1.0m 

Display of emergency response information £0.37m 

Cost of preparing Flood Plans £1.0m 

Total (if all work is required to be carried out by 
2016) 

£2.7m  

  
5. Are you content that your organisation can meet the financial costs 

associated with the Bill?  If not, how do you think these costs should be 
met? 

 
 Scottish Water has not been financed for the requirements of the 

Bill in this regulatory period (2010-15).   
 
 Scottish Water is financed by customer charges. The priorities for 

expenditure are set by Government and Regulators through the 
Quality and Standards process for each five year regulatory period.  

 
 Scottish Water will be including the requirements of this Bill into our 

business planning process for the next regulatory period.  We 
expect that meeting the requirements of the Bill will be part of the 
Ministerial Direction to Scottish Water for the period SR15 (2015-
20). 

 
6. Does the Financial Memorandum accurately reflect the margins of 

uncertainty associated with the estimates and the timescales over which 
such costs would be expected to arise? 

 
a. Scottish Water has assumed that the margin of error is in the 

region of 20% and these are set out in the Scottish Water costing.  
Therefore the range for future forecast annual additional cost is 
£46,000 to £126,000.  The cost of the flood plans range between 
£866,000 and £1,118,000.   

b. Scottish Water expect that reservoirs above 25,000 cubic 
metres will transfer to the new regime in 2013 when SEPA takes on 
the enforcement role.  Scottish Water expects that the regulation of 
reservoirs between 10,000 and 25,000 cubic metres will be 
regulated by SEPA from 2016. 
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Wider Issues 
7. If the Bill is part of a wider policy initiative, do you believe that these 

associated costs are accurately reflected in the Financial Memorandum?  
 

a. The Flood Risk Management Act 2009 requires Scottish Water 
as a responsible authority to exercise their flood risk related 
functions with a view to reducing overall flood risk.  Reservoirs may 
attenuate flooding.  Where a reservoir is no longer used as a source 
of drinking water, Scottish Water still retains all obligations under 
Reservoir (Scotland) Act.  Works we may undertake in the interests 
of safety (such as breaching a reservoir) may be contrary to 
management of flood risks.  However, maintaining reservoirs in the 
interests of flood risk management may be more costly than actions 
taken in the interests of safety.  In this case, the additional costs to 
retain reservoir structures (in proper condition in the interests of 
safety) for the purpose of flood risk management, requires 
additional funding.  We suggest that Scottish Water should be 
funded to maintain reservoirs for flood attenuation purposes where 
they are no longer required as a source of water. 

 
8. Do you believe that there may be future costs associated with the Bill, 

for example through subordinate legislation or more developed guidance?  
If so, is it possible to quantify these costs?   
 

a. The Bill includes many sections where additional guidance may 
be forthcoming in the future.  It is our view that reservoir managers 
should be consulted early in the development of any guidance.  
Until the guidance is drafted it is difficult to anticipate additional 
costs. It is essential that any costs are proportionate to the risk 
posed. 

 
b. In addition there may be more sustainable urban drainage 

ponds (SUDS) that will be designated under the Bill.   
 

c. Scottish Water believes that when further information is 
available about the risk designation of the reservoirs, that a more 
accurate costing of the impact on Scottish Water can be produced. 

 
d. Under the proposed review process, every 6 years reservoirs 

may be redesignated for risk, for instance if redevelopment occurs 
downstream.  Redesignations of this nature may result in additional 
costs for Scottish Water. 

 
Scottish Water 
15 November 2010 
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West Lothian Council’s Response  to the Scottish Parliament’s Finance 
Committee on the Financial Memorandum associated wi th the Reservoirs 
(Scotland) Bill. 
 

1.0 Background & context 

 

1.1 West Lothian Council currently has eight Large Raised Reservoirs in its 
administrative area, a number which has reduced sharply in recent years during 
which several have been taken outwith the ambit of the Act. 

 

1.2 The council owns two reservoirs.  Beecraigs is a Large Raised Reservoir, which 
currently falls within the ambit of the existing legislation.  Eliburn Reservoir used to be 
a Large Raised Reservoir but was engineered by Livingston Development 
Corporation some years ago to limit its capacity.  No flood plans have previously 
been prepared for either of these structures. 

 

2.0 The Council’s views 

 

2.1 The Council considers it critical that the cost of introducing new legislation and 
regulating the safety of reservoirs remains proportionate to the benefit to society at 
large.  The more that relevant processes can therefore be integrated with the SEPA’s 
existing activities, the better in terms of minimising duplication, reducing the number 
of processes and minimising regulatory costs 

 

2.2 The proposed approach to align reservoir safety legislation with the Water 
Environment Controlled Activities licensing arrangements should help minimise costs. 

 

2.3 If SEPA later determines that reservoirs owned by local authorities were to constitute 
high-risk structures the additional statutory burden would result in significant revenue 
cost pressures.  

 

The Financial Memorandum estimates such costs to be between £2,500 and 
£25,000. Because local authorities have limited means to raise additional income to 
offset these costs, the Scottish Government would be expected to provide funding to 
underwrite the additional cost pressures. 

 

2.4 The principal of charging for the regulation of reservoirs concerns the council. The 
proposals appear to shift the cost of regulation, currently met from general taxation 
and council tax, to those operating reservoirs that also have the burden and 
potentially increased costs of complying with said regulation.  Given the changing 
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dynamics of reservoir ownership in favour of small businesses such as fisheries and 
those promoting the shooting of game, this is not regarded as sustainable, 
particularly in the current economic climate. 

Increased risk associated with development downstream of the structure is outwith 
the control of reservoir operators and yet it is the operators that will have to pick up 
the additional costs in the event of a reservoir risk rating being changed when their 
license is reviewed by SEPA.   

 

2.5 The number of occasions where the regulator needs to intervene in a practical way 
due to the failure of a reservoir operator is expected to be minimal.  However, this 
might well increase over time given the changing dynamics of reservoir ownership 
and the age / condition of the structures and the maintenance regimes or absence of 
them.  It is only right that the relevant reservoir operator meets the cost of personal or 
corporate failure.  However, it is anticipated that the circumstances when such 
intervention will be necessary will relate to individuals with insufficient capital and 
recovery of costs could be challenging and potentially controversial. 

In promoting the Bill, the Scottish Parliament needs to be mindful of the economically 
delicate nature of some of the businesses, which are now responsible for reservoirs 
and reservoir safety.  There are limited commercial returns from fishing and the 
shooting of game for example. 

Where landowners are not the reservoir undertakers, responsibility for the reservoir 
and compliance with reservoir safety legislation is often included in leases.  The 
council considers that this might sometimes represent an unfair burden given the 
scale of investment that might potentially be necessary when work becomes 
necessary in the interests of safety. 

 

2.6 In considering the merits of the risk-based approach to reservoir safety and the 
introduction of enabling legislation, members of the Scottish Parliament need to be 
mindful of the fragile economic viability of some flood plans for example which the 
Financial Memorandum estimates will cost between £2.5K and £25K.  Over recent 
years, water authorities and other public bodies have rationalised their asset base 
and divested themselves of unwanted assets to the highest bidder. Many structures 
have been purchased as fisheries or for the shooting of game.  Many new owners 
and operators may struggle to meet the cost of preparing associated with a reservoir 
and necessary in the interests of safety.  The added burden, particularly for those 
structures later deemed by SEPA to be high-risk in nature have the potential to 
undermine the viability of some business and leisure interests.  Under the new 
legislation, actions by SEPA to recover any costs that it incurs in securing compliance 
could potentially send such businesses into administration. 

 

2.7 There are wider concerns that the proposals appear to shift the cost of regulation, 
currently met from general taxation and council tax, to those operating reservoirs that 
also have the burden and potentially increased costs of compliance.  Given the 
changing tends in reservoir ownership in favour of small businesses such as fisheries 
and for game shooting, this is not regarded as sustainable, particularly in the current 
economic climate. 

 

 

 

 



 

R15-G043 / gkh 
 
 
 
 

3

3.0 Conclusion 

 

3.1 The council is supportive of the general principles of the Bill but urges caution in 
terms of ensuring that the cost of administering the legislation remains in proportion 
to its benefit, that very careful consideration be given before passing on the 
regulator’s costs onto reservoir operators or otherwise significantly increasing the 
financial burden associated with compliance on local authorities and small / medium 
enterprises. 

 
 
 



Business & Regulatory Impact Assessment

IMPACT ASSESSMENT OF PROPOSALS FOR
RESERVOIRS SAFETY (SCOTLAND) BILL



1. Introduction

1.1. This Business and Regulatory Impact Assessment has been primarily
prepared to assess the costs and benefits for proposals to update reservoir safety
legislation. In addition to the assessment of the reservoir safety proposals this
Business and Regulatory Impact Assessment considers the creation of offences to
support objectives set out in the Water Framework Directive legislation.

1.2. The safety of reservoirs in Scotland is currently governed by the Reservoirs
Act 1975 ("the 1975 Act"), which aims to reduce the risks posed to public safety from
a reservoir or dam failure which may lead to severe flooding.

1.3. Some important changes to reservoir safety were already taken forward
through the Flood Risk Management (Scotland Act 2009 (the "2009 Act), and this Bill
will build on these changes. The 2009 Act provides for the transfer of the
enforcement responsibility which currently lies with local authorities, except those
relevant to local authorities' functions as reservoir undertakers, to be transferred to
SEPA. This transfer of responsibility for enforcement will ensure a uniform and
efficient application of legislative powers throughout Scotland.

1.4. The 2009 Act also inserted provisions into the 1975 Act which allow the
Scottish Government to make regulations which require reservoir undertakers to
produce flood plans. The plans will set out the on-site steps an operator would take
in the event of a potential or imminent uncontrolled release of water.

1.5. The 2009 Act extended Section 11 of the 1975 Act by inserting provisions
which enable the Scottish Government to make regulations to introduce a system of
post incident reporting that includes such information as deemed appropriate
following an incident. This will enable common causes and responses to be
identified to strengthen our understanding and knowledge of any incidents as they
may occur.

1.6. The provisions in the 2009 Act amend the 1975 Act, and the Scottish
Government has consulted on proposed regulations to take these provisions forward
in conjunction with the consultation on the new reservoirs legislation.

1.7. The Water Environment and Water Services (Scotland) Act 2003 (WEWS)
empowers Ministers to make regulations in connection with the remediation or
restoration of the water environment. WEWS did not, however, provide for the
creation of offences in respect of such regulations. Offence provisions are required
to ensure the restoration regulations are effective and can deliver our objectives for
Scotland's water environment. These provisions can only be introduced through
primary legislation and the Reservoir Safety Bill has been identified the as the best
available vehicle for this purpose.



2. Purposeand intendedeffect of the proposals.

Objectives

2.1. The objective of the proposed reform is to improve the reservoir safety regime
in Scotland by introducing a risk-based approach. This will increase reservoir safety
by putting extra measures in place which will reduce the likelihood of a structure
failing. This risk-based approach will increase the mitigation to such events. The
Scottish Government's principal aim through this draft legislation is to ensure that all
reservoirs which have the potential to pose a risk to human life are subject to a
proportionate level of control to reduce and manage these risks.

2.2 Many water environment impacts are regulated, on a risk basis, by the Water
Environment (Controlled Activities) (Scotland) Regulations 2005 (CAR). However,
WEWS and CAR alone are not sufficient to achieve Water Framework Directive
objectives. For instance, CAR does not cover impacts that result from the legacy of
past engineering works. In these instances, restoration works may be necessary.
WEWS provides for regulations to support restoration work, however, WEWS does
not permit the creation of the required offence provisions for the Restoration
Regulations.

2.3 Costings for these regulations are not covered in this paper due to the
implementation of the Water Framework Directive and the River Basin Management
Planning process in Scotland have been previously published. The Impact
Assessment of the River Basin Management Plan for Scotland River Basin District:
Technical Report and the Impact Assessment of the River Basin Management Plan
for Scotland River Basin District: Summary Report is available on the Scottish
Government website.

Background

2.4. The safety of reservoirs in Scotland is currently governed by the provisions in
the 1975 Act, which aims to reduce the risks posed to public safety from a reservoir
or dam failure which may lead to severe flooding. The essential features of this
legislation have not changed significantly from the Reservoirs (Safety provisions) Act
which was passed in 1930 following several notable dam failures in the 1920s which
led to loss of life.

2.5. The 1975 Act currently only applies to Large Raised Reservoirs (LRRs) which
hold, or are capable of holding, more than 25,000 cubic metres of water above the
natural level of any part of the land adjoining the reservoir. The current regime does
not take into account the level of risk posed by the reservoir. Instead, it provides for
all LRRs to be subject to the same level of statutory engineering supervision, even if
failure would not pose a danger to human life. There is also no provision for smaller
reservoirs to be supervised through their construction or operational phases, even
though the failure of smaller reservoirs could have serious consequences if there are
people living downstream.



2.6. Although the likelihood of water escaping from any reservoir is considered to
be low, the Scottish Government's principal aim through this draft legislation is to
ensure that all reservoirs which have the potential to pose a risk to human life are
subject to a proportionate level of control to reduce and manage these risks.

2.7. The Water Framework Directive 2000/60/EC (WFD) established a framework
in water policy to drive improvements in Europe's water environment. The River
Basin Management Plans have identified that around 40% of Scotland's water
bodies are not currently meeting the WFD's "good status" objective; with some 760
water bodies require restoration activities to restore them to good status. We have
set an objective of good status by 2027 for all water bodies unless the
disproportionate cost or technical feasibility tests of the WFD are met.

Rationale for government intervention

2.8. The safe operation and management of reservoirs to reduce flood risk is
extremely important. A dam failure could have major consequences, including loss
of life. Although the responsibility for safety remains with the undertakers, enforcing
this responsibility is an important role.

2.9. The increasing age of dam structures and possible effects of climate change
predictions on rainfall and flooding mean that the risk of an uncontrolled release of
water could increase. This has been illustrated by recent incidents at the Ulley Dam
in England and at the Maich fishery in Renfrewshire. If safety measures such as
emergency works, closure of roads and evacuations had not been taken, there could
have been catastrophic consequences for those living or working in the areas
downstream due to the force and volume of water that would have flowed due to a
breach. Amending the legislation to bring into force improvement to the safety
regime will help minimise these risks.

2.10. Reservoirs which have a capacity of less than 25,000 cubic metres such as
the Maich fishery can pose similar dangers to people living immediately downstream
as those posed by LRRs. In addition, some large reservoirs which are in remote rural
areas may pose little danger to life or property. We therefore propose to include all
reservoirs above a new minimum capacity of 10,000 cubic metres which pose a
danger to downstream populations within a new regime.

2.11. The Scottish Government recently undertook an administrative survey of
known reservoirs which are likely to be 10,000 cubic metres or more. It is clear from
the information gathered that the exact number is unknown. Information held on
reservoirs which are currently out with the 1975 Act is variable from local authority to
local authority. From the information gathered it is estimated that there are between
350 and 1000 reservoirs with a capacity of between 10,000 and 25,000 cubic metres
which will be affected by the proposed changes.

2.12. The enforcement authority is currently required to maintain a register of LRRs
in its area, and this will be extended to include all reservoirs over 10,000 cubic
metres. We are proposing that all reservoir undertakers should be required to
register reservoirs with a capacity of 10,000 cubic metres or more with the



enforcement authority by a specific date. This will help ensure that all reservoirs
which pose a risk to the public are being regularly supervised and inspected by panel
engineers, and monitored by the enforcement authority.

The new legislation would contribute to the Scottish Government's Safer and
Stronger strategic objective, one of five which seek to underpin the Scottish
Government's purpose and describe the kind of Scotland we all want to live in.

3. Consultation.

Within Government

3.1. The recent consultation took into account the recommendations of the
Reservoir Safety Stakeholder Group (RSSG). Members of this group include SEPA,
Scottish Water, Scottish and Southern Energy, reservoir undertakers, local
authorities and panel engineers. Their initial support for change led to the formal
consultation being conducted.

3.2. SEPA, Planning and SEPA Sponsorship colleagues were also consulted
before the issue of the formal consultation paper.

Public consultation

3.3. The formal consultation paper was designed to obtain the views of those with
an interest in reservoir safety. We invited a number of practitioners, professionals
and academics with a direct interest in reservoir safety for their views. However, as
this was a public consultation, anyone who wished to provide comments on the
proposals were able to respond.

3.4 The Scottish Government held a number of workshops across Scotland and
invited key stakeholders to attend to help inform the development of the proposed
changes.

Business

Consultation workshops were held during the public consultation period which
provided all stakeholders with an opportunity to explore and discuss any potential
impacts. A full Scottish Impact Test was completed during the public consultation
period and full results are detailed in that section later in this BRIA.

4. Options.

4.1 Options 1 and 2 would be risk based and require an assessment of the risk of
a reservoir to public safety. The options under consideration include;

Option 1. Reservoir Licensing System

Option 2. An updated version of the current system



Option 3. Retain the current model

Option 4. Deregulation

Option 1. Reservoir Licensina System

All reservoirs which have the capacity to hold 10,000 cubic metres or more may
need a licence from SEPA. SEPA would assign each reservoir a risk classification,
either, 'High', 'Medium' or 'Low'. Those reservoirs deemed to be a 'Low' risk would
be authorised through a simple registration system. Those reservoirs determined to
be a 'Medium' or 'High' risk would require licences containing site-specific conditions
about the safe operation of the reservoir. This model would be based on the license
system under the Controlled Activities Regulations (CAR).

Option 2. An updated risk-based version of the current system

The key difference to the current regime would be that all reservoirs that have the
capacity to hold 10,000 cubic metres or more would have to be registered. Once
registered, SEPA would determine which reservoirs would be 'High', 'Medium' or
'Low' risk. Those deemed to pose a high risk would have a greater level of
regulation and control than those deemed to be medium or low risk. In this way it
would ensure reservoirs are regulated appropriately in relation to the risk they pose
to human safety. Risk classification would be re-assessed on a regular basis,
possibly every 6 years, to tie in with the 2009 Act.

Option 3. Retain the current model

This would retain the current system with panel engineers having a key role in
ensuring public safety. The responsibility for enforcement would be transferred from
the local authorities to SEPA as set out under the 2009 Act. No further changes
would be made to the legislation. The 1975Act would continue to apply to reservoirs
with raised volumes greater than 25,000 cubic metres, referred to as Large Raised
Reservoirs (LRRs).

Option 4. Dereaulation model

The 1975 Act does not currently apply to Northern Ireland, and to date no loss of life
has occurred from flooding from reservoirs as a result. Most Government and major
corporate owners of reservoirs in Northern Ireland already apply procedures similar
to the requirements of the 1975 Act. However, the Department for Agriculture and
Rural Development in Northern Ireland have identified their current 'do nothing'
option is no longer appropriate and is seeking to introduce a regulatory regime.

Other factors

4.2 These proposals cannot be considered in isolation. A number of other factors
may have an effect on the impact of the proposals including:



a) SEPA's role in the assessment of flood risk under the 2009 Act.

b) What measures are necessary to bring reservoirs up to the standard
required in order to comply with proposed legislation

c) Whether SEPA produces basic inundation maps for all reservoirs similar to
the exercise carried out by Defra in England and Wales

d) Changes to the availability of Panel engineers

e) Timing of the transfer of enforcement responsibility

f) Data security requirements

5. Costs and benefits.

Sectors and groups affected

5.1. The following people may be affected by the proposals;

• People and businesses at risk from flooding from reservoirs
• Individual reservoir owners and operators
• SEPA
• Local authorities
• Civil authorities, such as police and fire services
• Scottish Water
• Energy companies, distilleries and other commercial businesses
• Panel engineers
• Tax payers
• Scottish Government
• Land owners

Benefits

5.2. All of the options potentially have positive benefits. Options 1, 2 and 3 would
ensure that a regulatory regime was in place to manage and reduce the risk of
flooding from reservoirs. Options 1 and 2 would be risk-based and would ensure that
all reservoirs which pose a risk to the public are appropriately managed. Removing
the regulatory burden on some larger reservoirs would generate savings.

5.3. Option 1 would enable the new regime to be integrated with existing control
mechanisms for CAR and potentially offers some savings in terms of resources.
However, Option 1 would remove the independent role of panel engineers from the
control process, which would then require SEPA to buy back in the equivalent
expertise in order for them to effectively enforce the regime, but without the benefits
of the independence of their current role. Creating an entirely new system would



also require extensive capacity building within the industry in order for them to
understand and adapt to the new model.

5.4. The over-arching benefit of the proposed Option 2 would be better protection
from the risk of flooding from reservoirs in Scotland. The proposed legislation would
establish a new framework within which the reservoirs which pose the greatest risk
can be identified and then appropriately regulated in order to reduce and minimise
the risk to the public. The model is familiar to operators and retains the important role
and the expertise of panel engineers in supervising and inspecting reservoirs and
dams. It also builds on lessons learnt from the current regime to improve reporting
mechanisms and other aspects of the regime.

5.5. Option 3 would retain the current familiar system and would result in many
reservoirs which pose a risk of flooding being appropriately regulated and managed.
However, under Option 3 some of the smaller reservoirs which pose a significant risk
will not be regulated and reservoirs which pose minimal risk but are above the
current 25,000 cubic metre capacity threshold would be regulated as a result of their
size only.

5.6. Option 4 would result in the repealing of the Reservoirs Act 1975, which would
be beneficial in terms of removing the financial burden of the regulatory regime from
operators. However, it would then rely on operators maintaining their dams and may
result in an increasing risk of dam failure.

5.7. The proposed new legislation would also redefine the roles and
responsibilities of reservoir undertakers, the Institution of Chartered Engineers (ICE),
panel engineers, SEPA and the Scottish Government in order to ensure the regime
works as effectively as possible.

Reservoir Safety Costs

5.8. Reservoir operators generate the risk that falls on communities living beneath
the reservoir. Therefore, the common law liability for any damage caused by an
uncontrolled release of water lies with reservoir owners. Regulation to protect the
public will lessen the likelihood of such a breach. However, regulation will have cost
implications for both reservoir undertakers and the enforcement authority.

Options

5.9. Options 1 and 2 would have additional cost implications, particularly for
owners/undertakers of high-risk small raised reservoirs which need to take measures
to mitigate risk to people and property as a result of the proposed regime. Where
the cost of undertaking measures is prohibitive, reservoir undertakers do have the
option of decommissioning the reservoir if appropriate, although this itself would
incur a one-off cost.

5.10. Option 3 would retain the current model and would incur no variation to either
SEPA or reservoir undertakers from current projections of costs. It would mean that
owners of reservoirs which are greater than 25,000m3 but pose little risk to the



public will incur costs which are disproportionate in relation to the risk they pose.
Under the 2009 Act, the responsibility for enforcement would be transferred from the
local authorities to SEPA once the appropriate sections are commenced. SEPA
would therefore incur costs as a result. It is estimated that the responsibility would
cost SEPA approximately £0.25 million per annum as set out in the Financial
Memorandum for the 2009 Act. Under Option 3, the cost of enforcement would not
be passed on to the reservoir undertakers.

5.11. Option 4 would result in cost savings for both the enforcement authority and
reservoir undertakers because deregulation would remove requirements to carry out
inspections or maintenance on reservoir undertakers and there would be no
legislation to enforce. However, this reduction in control of reservoir safety may
result in deterioration of dams in Scotland. As a result, there would be no costs on
reservoir undertakers or SEPA under this option, unless a dam fails. Extensive costs
are likely to be incurred by reservoir undertakers if a dam fails and flood water
inundates a populated area and causes loss of life.

Comparisons

5.12. Although Options 1 and 2 are likely to have greater cost implications than
Options 3 and 4, there is a strong public safety argument for taking them forward.
Breaches of reservoirs are potentiqlly catastrophic and very uncertain. On balance,
the costs associated with a catastrophic incident with large numbers of fatalities and
damaged property are impossible to quantify, but are likely to be extensive and much
greater than costs incurred as a result of regulation.

5.13. The costs of Options 1 and 2 would include costs of capital works,
administration, inspection and enforcement. It is estimated that there could be up to
300 additional reservoirs which would be required to register with the enforcement
authority under the proposals, although not all of these will be classified as high-risk,
and the regulatory burden per reservoir undertaker may be minimal for some. In
addition, adopting Option 1 or 2 would mean savings for some reservoir undertakers
who are currently regulated, but who would subject to a lower level of regulation if
they were identified as being low-risk sites.

5.14. The methodologies for assessing the risk category of a reservoir under
Options 1 and 2, as well as the levels of regulation to be imposed, have yet to be
formulated. These methodologies are not set out in the Bill, but will be set out in
secondary legislation following further consultation. It is therefore not possible at this
time to assess the likely cost to individual reservoir owners of the measures which
need to be undertaken to comply with the new legislation.

5.15. Under Options 1 and 2, all owners of reservoirs over 10,000 cubic metres in
capacity would have to register their reservoirs. Based on the current cost of
registration under CAR and the expectation that more detailed risk assessment work
would be required as part of this registration process, this one off cost is estimated
to be between £160 - £400 per reservoir. However under option 2 if the owner
registers in the first 6 months there will be no fee applied.



Benefits

5.16. If Option 1 was to be adopted, the cost of enforcement would be passed on to
the reservoir undertaker via a license fee. The cost of a license on a reservoir owner,
based on current license costs under CAR, is estimated to be between £500 and
£3500, depending on whether the reservoir requires a simple or more complex
license.

5.17. If Option 2 was to be adopted, the cost of enforcement would be passed on to
the reservoir undertakers via a subsistence charge. The cost of enforcement would
vary dependant on whether a reservoir is classified as being of high, medium or low
risk. The subsistence fees are estimated to be in the range of £100 - £400 a year.

5.18. The costs and benefits of measures required in option 2 will be site specific
and dependent on size, volume and topography. From work commissioned by the
Scottish Government costs can range from £15,000 to £60,000 to upgrade reservoirs
to the required standard under the proposed legislation. However, these costs could
be as much as £1,000,000 if major works are required, such as installation of
additional spillways.

5.19. Overall, the proposals seek to ensure that reservoir safety is delivered at
lowest whole life cost to Scotland.

Table 1. Summary of estimated costs for option 2.

One off capital
costs from 2011 0.1 0.53 2.3 1.2 £3.26 £7.39
until 2016

Resource
costs/savings 0.48 (0.21) 1.82 0.26 £1.59 £3.94
from 2011 until
2016

Annual
costs/savings 0.05 (0.07) 0.24 0.09 £3.34 £3.65
after 2016

6. Scottish Firms Impact Test.

6.1. The proposals may have a significant effect on a small number of small or
micro businesses, where those businesses belong to the undertaker of a reservoir
which is over 10,000 cubic metres in capacity, and is determined by SEPA to pose a
medium/high risk of failure to the public. There is an intention to minimise the
burden as much as possible through a fair and transparent charging process. The



consultation sought views on mechanisms to assist small businesses and individuals
in dealing with any additional costs.

6.2 A selection of 6 businesses ranging in size from large, medium and small
were consulted and questioned to establish the likely impact$ the proposals would
have on their business. The responses were mixed depending on the business size.
The questions and answers are shown in Annex 1.

6.3 The key issues established from the discussion with the 6 businesses include:

• It was stressed that legislation must be fair and proportionate. To ensure
compliance across the regime, small businesses should not face a
disproportionate system.

• The regime must recognise where reservoirs are already being managed
properly, and should not add any undue burdens.

• The distribution of benefits will be nominal. Benefits will only be to public
safety with no benefits to undertakers who currently comply with the act.

• The burdens imposed could be deemed unfair unless funding was offered.
Costs were seen as the biggest burden which presents no return.

• The administrative burdens would affect high risk reservoirs more than lower
risk reservoirs which would escalate each year. There would be some
savings where a high risk reservoir falls to a lower risk categorisation.

• The possibility of owners abandoning or destroying their reservoir to avoid
costs was thought to be a high likelihood. This could be seen as a way to
avoid increased charges.

• A grant scheme, free inundation maps or free registration would be hugely
beneficial and all companies should be treated in the same way. However,
negatively, free registration and free inundation maps could give the
impression that these were unimportant.

• A SEPA yearly charge for ongoing administrative costs was unpopular due to
the current yearly costs payable to engineers and SEPA. Further charges
could devalue the reservoir.

• If charges were implemented, a means tested process had the majority of
agreement however, the larger business favoured same charges for all.

• If a means tested approach is adopted, the whole income of the undertaker
should be taken into account not just income from the reservoir.

• It was difficult for business to identify in percentage terms how the legislation
would increase their turnover. However after the introduction of CAR
charges, one small business stated their costs increased by 48%.

As a result, it is proposed that there will be a 6 month free period for registration.

6.4. The Scottish Government will continue to work closely with all stakeholders
with regards to the proposals to ensure the concerns of Scotland's businesses and
other reservoir owners are taken into account.



7. LegalAid Impacttest.

7.1. Implementation of the reservoir safety proposals may lead to a small increase
in the number of applications for legal aid from private individuals. Applications may
be received from reservoir owners who challenge the risk category their reservoir is
placed in, or when an owner's reservoir doesn't comply with the new legislation.
Proposals include an appeal mechanism to be administered by the enforcement
authority to deal with challenges to classification. However, if an appeal fails, the
reservoir undertaker may seek to overturn through the court system and seek Legal
Aid to pursue this aim.

8. Test run of businessforms.

8.1. The proposals will bring new paper based forms and online application forms
which will impact on the business community. These forms and online application
have not been developed yet but will be constructed by SEPA for the reservoir
registration process. These forms are not required until approximately 2016.

8.2 I know it is likely to be SEPA who will develop the forms but is it possible to
commit them to test running the forms with business/those affected before they are
finalised

9. Competitionassessment.

9.1. Reservoirs are managed for a variety of purposes including drinking water,
energy production, fishing, tourism and flood risk management. The proposals will be
applicable across Scotland and are designed to provide an equal level of protection
to the public from an uncontrolled release of water from a reservoir in any part of
Scotland. The measures required to achieve compliance in Scotland will be
determined by the level of risk of failure at each site, with the aim of minimising that
risk.

9.2. These proposals are unlikely to have a significant impact on competition. We
accept that certain reservoirs may initially require more expensive measures to be
undertaken to secure compliance. However, mechanisms to help businesses and
individuals are being investigated to minimise the impact of this.

10. Enforcement,sanctions andmonitoring

10.1 SEPA would be the Enforcement Authority for the proposed regime and
Scottish Ministers would remain responsible for intervening where it was evident that
legislation was not being complied with.

10.2. Enforcement, sanctions and monitoring of all changes cannot be fully
determined until a way forward has formally been decided. However, it is assumed
SEPA will manage and bestow sanctions as well and administer any appeal process.



11. Implementationanddeliveryplan

11.1 Implementation will be developed throughout a phased approach from 2011 to
2016. Existing reservoirs will be brought in line first including the transfer of data
from local authorities to SEPA. This will be followed by deregulation of any existing
reservoirs. Following this phase, from 2015 onwards new reservoirs will be included
in the regime. These timescales and the phased approach are preferred by the
industry and will give time to construct any builds or carry out any repair work as
necessary to ensure compliance with the new legislation.

11.2 Secondary legislation will clarify implementation details further; however
SEPA's role will be purely administrative but includes:

• Reservoir risk classification
• Maintaining a register of reservoirs (and making this information available to

the public)
• Ensuring that the Undertaker has appointed a Supervising Engineer;
• Ensuring that the Undertaker commissions regular inspections of the dam by

an Inspecting Engineer;
• Enforcing the 1975Act by influencing, warning, cautioning and ultimately

prosecuting non-compliant Undertakers;
• Commissioning essential works required in the 'Interests of Safety' in the

event of non-compliance and recouping full costs incurred from the
Undertaker;

• Ensuring that the Controlled Activities Regulations (CAR) licensing
requirements and similar regulation of the impact of works are considered;

• Producing a Biennial Report for submission to the Scottish Government;
• Recording and cataloguing detail and specifics of any incidents, to provide a

post incident reporting regime; and
• Acting in an emergency if the Undertaker cannot be found or identified.

12. Post implementationreview
12.1 As part of the ongoing shaping of the legislation the Scottish Government will
review the process of the implementation of the Bill.

13. Summaryof costs

13.1 Table 2 summarises the costs and benefits of each option.

14. Recommendation
14.1 It is recommended that option 2 is the best course of action. This is the risk
based updated version of the current system. From the analysis of responses
received from the consultation paper, responders preferred option was option 2.
This was seen as the best system as the proposals align the Scottish system with
English and Welsh processes, and will minimise the impact of the proposed changes
through effectively retaining the operation of the current system, with improvements
to safety detail.



Option 3.
Retain the current
model

based on the risk it poses.
• Those sites currently registered but now deemed to be

posing a 'Low' risk may have a reduced regulatory
burden than they currently have.

• Captures those smaller reservoirs that may be posing a
'High' risk and ensures they are regulated appropriately
to ensure human safety.

• By ensuring risk classification is re-assessed regularly
for sites it will provide the opportunity to redress the level
of regulation.

Neaative effects
• Possible increase in regulation for small reservoirs that

were not previously covered by reservoir safety
legislation.

• Possible additional costs (depending on risk
classification) for those sites not covered before under
the Reservoir Act 1975.

Positive Effect
• Retains expertise of panel engineers in the regime;
• The system is tried and tested;
• Ensures compliance through constant expert

supervision of reservoirs

Neaative effects
• The regime is not risk based
• The current definition of a large raised reservoir does

not take account of the impact of a dam failure on the
downstream community.

• If smaller reservoirs which pose a higher risk to the
public are not brought under the regime, a dam failure

This option would incur no variation costs
to SEPA or reservoir undertaker. As the
'no change' option reservoirs would
continue to be inspected and managed
as they are currently. This would result in
the continuation of a non-robust regime
where risk may still exist and reservoirs
are inappropriately managed.



could result in fatalities
• Not in line with Defra proposals for EnQland & Wales.

Option 4. Positive Effect Cost savings would be achieved for the
Deregulation • Reduces administrative burden on Undertakers, enforcement authority and undertaker

• No cost associated with enforcement due to the removal of the requirement to
carry out inspections or maintenance.

Neaative effects However this loose of control could result

• Reduced control of reservoir safety, in the deterioration of dams in Scotland.

• relies on self policing by industry; There would be no costs to undertakers,

• Aging dams increases the risk of dam failure and loss of or SEPA under this option unless a dam
life fails. If a dam does fail excessive costs

• Not in line with Defra's proposals for England & Wales. are likely to be incurred by the reservoir
undertaker.



I have read the Business Regulatory Impact Assessment and I am satisfied that the benefits
justify the costs.

Signed

Minister for Environment

Roseanna Cunningham

Date

Contact point:

Mrs Fiona Quinn
Reservoirs (Scotland) Bill Manager
The Scottish Government
Flooding Policy Team
1 - H North
Victoria Quay
Edinburgh
EH6 6QQ

Telephone: 0131 2447386
Email: Fiona.Quinn@scotland.QsLQov.uk

mailto:Fiona.Quinn@scotland.QsLQov.uk


Annex 1.

Question 1.
Do you think a small
business or a large business
are more likely to comply
with the proposals or will it
be proportionally the same?

Question 2.
Do you think the proposed
regulations of reservoirs
owned by a small business
are fair compared with
reservoirs owned by a large
business?

Business 1 reply.
Mostl the same between alar e and a small business.
Business 2 reply.
Some companies may try to dodge the requirements but if the
Ie islation was fair there would be more com liance.
Business 3 reply.
Probabl ro ortionatel the same.
Business 4 reply.
Opinions from SEPA and a Panel Engineer regarding work to be
done and the classification would add wei ht to the fairness.
Business 5 reply.
Larger companies will comply but there is a chance smaller
com anies will not to avoid the increase in char es.
Business 6 reply.
The average and large business will comply as they currently do.
These businesses will have more scope when it comes to the
costs. The smaller business may not but the legislation must be
fair and relative.

Business 1 reply.
The risk assessment must be fair. This may favour a smaller
business but would have a greater impact on a larger business.
Larger organisations have more funding available but this could
be different between a public or private company. Good owners
are being penalised with the extra costs and negligent owners
are havin their costs aid for b com liant owners.
Business 2 reply.
No or nominal costs would reduce the impact. There are no
rewards for good behaviour and previous compliance. If no
incidents occur over a number of years this should be taken into
account.
Business 3 reply.
Regulation should be same for all businesses. The regulations
will not benefit or add value to reservoirs currently managed
ro erl , onl costs are increased.

Business 4 reply.
Smaller business may not know they have a reservoir which will
fall under the new proposals but larger organisations will always
be aware.
Business 5 reply.
There are currently statutory obligations for inspections which is
the same for all. What a reservoir is used for could also be taken
into account. Fairness is required so either a contribution should
be made or means tested.
Business 6 reply.
This comes down to cost and income. Larger businesses can
afford the hi her costs. Each should be looked at se aratel .



Question 3.
Do you think the distribution
of benefits is the same
between a small and large
business?

Business 1 reply.
If all work is done on time and to a good standard there are no
benefits but a consistent a roach is re uired.
Business 2 reply.
There are no benefits for undertakers who currently are good
owners and com I with the current Act.
Business 3 reply.
There doesn't a pear to be ma'or benefits to a business.
Business 4 reply.
Reservoirs lower than 25k m3 will benefit from a public safety
oint of view.

Business 5 reply.
There are no benefits to the proposals when reservoir
undertakers already comply with the current Act. To bring in
reservoirs 10k m3 to 25k m3 does make sense but for those over
25k m3 in full com liance there is no benefit.
Business 6 reply.
There are no benefits to this site and the current Act is complied
with fully. Public safety would be a beneficial for new reservoirs
caught under the act. Current inspections give comfort that a
reservoir is in a safe state.

Question 4. Business 1 reply.
Do you think the proposed The additional burdens would be unfair unless additional funds
new legislation burdens on were available.
you as a business are fair? Business 2 reply.

Further financial burdens are unfair for no return. There may be
a need to increase members of angling clubs to meet costs.
Reservoirs may be difficult to sell if legislation imposes further
burdens.
Business 3 reply.
It is thought the EA do not do more than 10 days work per year
so this may be comparable.
Business 4 reply.
It's not clear at this stage what the burdens will be.
Business 5 reply.
The burdens are not fair because of the cost implications.
Survey costs increase each year anyway, so to add further costs
is unfair.
Business 6 reply.
If a grant is payable it may only be payable at a lesser amount,
this happens currently with other grants so the difference has to
be found by the Undertaker.



Question 5.
Can you identify in your
business any administrative
burdens imposed by the
proposals?

Business 1 reply.
Non-profit businesses may have to redesign their constitution
and the costs of contingency planning would be huge. There
would also be the administrative costs of preparing onsite and
offsite plans as these could be outdated due to developments
downstream.
Business 2 reply.
High risk reservoirs would have more administrative burdens
than low risk. Reviewing plans annually also will involve
administrative costs.
Business 3 reply.
Costs would escalate each year. Identifying reservoirs under
25k m3 could be costly to small businesses as they may not
know whether they are of the appropriate size.
Business 4 reply.
There is the possibility that vast questionnaires could be created.
There would be a reduction in dealing with 32 Local Authorities
down to just one. There is the possibility of larger companies
having more in depth training requirements regarding planning
and maps. There could however be a cost saving for low risk
reservoirs and reservoirs may fall from high to medium risk or
medium to low.
Business 5 reply.
This is dependant on the new inspection regime. The current
regime is well known and there is a good working relationship
with the regular engineers who visit the site. If this falls to SEPA
there maybe different engineers who may not know the history of
the dam so well which would increase work for the undertaker.
Business 6 reply.
There may be more forms to complete.



Question 6.
How likely do you think it is that a
business may abandon or destroy
a dam to avoid the proposed
legislation or charges?

Business 1 reply.
Possible if an unscrupulous owner.
Business 2 reply.
A reservoir is often a liability and not much money is made
from the use of a reservoir.
Business 3 reply.
Scottish Water currently has 94 reservoirs that are non-
operational. The Regulator is requiring them to achieve
efficiencies and the only way we can do this is either by
transferring ownership to others or reducing operating costs
by de-commissioning.
Business 4 reply.
Owners may draw down to under 10k m3 or may choose to
declare themselves bankrupt or even destroy their dam if
forced for financial reasons.
Business 5 reply.
Under CAR, to reduce the volume of the reservoir could
cost £5000 and these costs will likely increase. There is too
much legislation to register and charges are made to do
anything to the dam. This will devalue the reservoir. It is
possible for a reservoir owner to destroy their dam to avoid
additional costs or to stop costs altogether.
Business 6 reply.
This could be common. An owner may want to avoid the
extra costs and see this as a way out.



Question 7.
How much of a difference would 1.
a grant scheme, 2. free
registration and 3. free preparation
of an inundation map make to the
operation of your business?

Business 1 reply.
These would make a huge difference. However making the
charges free could negate responsibility. Inundation maps
will be the hi hest costs.
Business 2 reply.
For consistency and good will all charges/grants should be
the same. Fees are not a bi issue for lar e com anies.
Business 3 reply.
It would ensure that the additional burdens are minimised.
Business 4 reply.
Maps can assess risk or classification but will further
reservoir maps be required especially for higher risks? It is
difficult to put a price on a map as these will be determined
b size of reservoir.
Business 5 reply.
This would make a huge difference. There is a large
competition base for fisheries. Membership is small
because of this and is declining. As with CAR, paying £200
for putting a business name into a system is not value for
money. Means tested would be a good way forward and
this could be judged by submitting the last 3 years financial
accounts. Business which cost recover or break even only
should not be enalised.
Business 6 reply.
The yearly inspection costs £300. To pay more would
make a big difference to a small business. Vandalism is a
concern as a popular walk passed this site so any
vandalism must be paid for which is an unforeseen or
unknown cost. A change in government may also increase
costs. Legislation should protect the public but there should
be no further obligations put on owners. More classification
cate ories should also be considered.



Question 8.
Do you think a yearly charge
placed on reservoir undertakers
paid to SEPA for administrative
duties is fair?

Question 9.
Do you think charges should be
means tested or the same for all?

Business 1 reply.
Charges could be made to cover reservoirs which are not
compliant.
Business 2 reply.
Why should there be an engineer cost and then a cost to
SEPA also?
Business 3 reply.
Currently there is no charge for enforcement of the
Reservoirs Act and this position should remain.
Business 4 reply.
SEPA will not do anything for the undertaker and the
undertaker is not charged in England and Wales.
Business 5 reply.
Businesses are already paying out for engineers so why
should further costs be also paid. A reservoir which is
commercial or makes a profit could pay but for those in the
leisure industry which don't make a profit should not.
There are also ecological reasons a reservoir should be
kept. Adding burdens to a reservoir could also alter the
value.
Business 6 reply.
For larger reservoirs, yes a yearly charge should be
payable but not for smaller reservoirs. It would depend on
size and the owner.

Business 1 reply.
Means tested ma not work.
Business 2 reply.
Means tested would be fair. If the charges were free it could
ive the impression that the are not im ortant.

Business 3 reply.
The should be the same for all.
Business 4 reply.
Means tested.
Business 5 reply.
The charges should be means tested. Not all can afford so
it should be decided what char e can be afforded.
Business 6 reply.
Income for this site is negative. Means tested is a good idea
but the income the owner has as a whole should be looked
at and not 'ust the revenue enerated from the reservoir.



Question 10. Business 1 reply.
Could you give in percentage Couldn't say.
terms how costs such as these Business 2 reply.
would affect your turnover? Couldn't say.

Business 3 reply.
Couldn't say.
Business 4 reply.
This would be very small in a large business but large in a
smaller business.
Business 5 reply.
Under CAR this business increased by 48%. Membership
charges were increased to compensate.
Business 6 reply.
Income is very low and does not cover the outgoing costs
for this site so difficult to put in percentage terms. Site
costs are often covered by the owner. Each reservoir
should be looked at on a site by site basis but it will be
harder for the smaller business.
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Finance Committee 
 

26th Meeting, 2010 (Session 3), Tuesday 23 November 2010 
 

The National Health Service (Superannuation Scheme, Pension Scheme, 
Injury Benefits and Additional Voluntary Contributions) (Scotland) 

Amendment (No. 2) Regulations 2010 (SSI 2010/369) 
 

1. The Committee has been referred the National Health Service 
(Superannuation Scheme, Pension Scheme, Injury Benefits and Additional 
Voluntary Contributions) (Scotland) Amendment (No. 2) Regulations 2010 
(SSI 2010/369).   

2. At its meeting on 16 November, the Committee raised the issue of the 
financial implications of the regulations.  Following the meeting, the clerks 
contacted Scottish Government officials, who responded as follows— 

I can confirm that there are no increases expected on public 
expenditure arising from the changes made by this instrument. 
  
Briefly the changes cover: 
  
Allowing pension credit members (i.e. pension membership created as 
part of a pension sharing on divorce settlement) to gain access to their 
pension early on actuarially reduced terms.  The pension is reduced to 
reflect early payment so there are no costs arising from this facility to 
the scheme. 
  
Those pensioners who rejoin the service and will be allowed to join the 
2008 section of the scheme will be paying into the scheme for any 
future benefits they might receive and contribution rates to meet that 
liability are set by regular valuations.  
  
Members of the AVC scheme, which is provided by Standard Life, will 
be allowed to take their pension as a lump sum where their fund is less 
than £2,000. Members who take advantage of this change will only be 
obtaining the level of investments they have made. There are no 
employer contributions made to the AVC scheme which is a facility 
individuals can use to increase their income in retirement. 
  
As the Executive Note outlines all the other changes are only of a 
technical nature.   
  
Any increase on public expenditure would arise if these changes were 
to lead to an increase in the employers contributions which are funded 
by the Scottish Government. All the proposed changes are a 
continuation of the pension reforms and any costs which might arise 
have been taken into account by the Scheme Actuary as part of the 
four yearly valuation. They will not impact on the current employer 
contribution rate in payment. 



FI/S3/10/26/7 
 

Sharon Liptrott (Mrs) 
Policy Manager NHSSS 
SPPA 

3. The Committee is invited to consider whether it wishes to make any 
recommendations to the Parliament on this instrument. 

Allan Campbell 
Assistant Clerk to the Committee
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