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Room T 3.60 
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EDINBURGH 
EH99 1SP 
 

12 May 2017 
 
 
Dear Terry  
 
Scotland Act 2016 – AUDIT AND ACCOUNTABILITY ARRANGEMENTS 
 
Thank you for your recent e-mail indicating the Committee’s continued interest in audit and 
accountability arrangements and reminding me of the commitment to a further update given 
by my predecessor, Alistair Brown, in his letter of 8 December 2016.  I am now writing to 
provide that update. 
 
Reporting to the Scottish Parliament 
 
Section 33 of the Scotland Act 2012 places a requirement on the Secretary of State and 
Scottish Ministers to report on the implementation of the financial provisions of the Scotland 
Act 2012.  Your email of 27 April referenced the UK Government’s Fifth Annual Report on 
the Implementation and Operation of Part 3 (Financial Provisions) of the Scotland Act 2012 
and First Annual Report on the Implementation of the Scotland Act 2016.  For completeness, 
I should draw your attention to the Scottish Government’s Fifth Annual Report on the 
Implementation and Operation of Part 3 (Financial Provisions) of the Scotland Act 2012 and 
First Annual Report on the Implementation of the Scotland Act 2016.   
https://beta.gov.scot/publications/fifth-annual-report-implementation-financial-provisions-
scotland-act-2012/ 
 
You will be aware that Finance and Constitution Committee held an evidence session on 
these annual reports with the Cabinet Secretary for Finance and the Constitution on 10 May. 
 
Scottish devolution: a framework for audit and accountability 
 
Alistair’s letter of 8 December explained progress since the Scotland Act 2016 was passed 
and noted the consideration by UK Government and Scottish Government officials of how 
the principles in the Technical Annex of the Fiscal Framework would be applied in practice.  
Officials have continued to work together to develop an accountability framework which 
covers public bodies working on devolved, reserved and cross-jurisdiction areas where 
powers are shared.  Unfortunately due to work pressures in both Governments, this work 
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was not completed by April 2017 as intended, but a draft of the Framework is now available 
for consideration by the two national audit bodies. 
 
I have written to the Deputy Auditor General inviting his comments on the draft Framework 
and HM Treasury are similarly consulting the National Audit Office. This is in line with the 
intentions set out in the annual reports.  Once comments from the two audit bodies are 
received, the process, as set out in the Fiscal Framework, is for the Framework to be agreed 
by Ministers in the Joint Exchequer Committee.  The intention is for a Joint Exchequer 
Committee(Officials) meeting to be held in June and for it then to be put to Ministers for 
agreement.   
 
I will write again to provide an update to the Committee following the Joint Exchequer 
Committee (Officials) meeting. 
 
Summary of progress relating to income tax powers 
 
The letter of 8 December set out the respective roles and responsibilities for audit and 
accountability already in place for the Scottish income tax powers. On the following day, the 
Cabinet Secretary for Finance and Constitution provided the Committee with the updated 
Memorandum of Understanding between HMRC and the Scottish Government.  This 
framework now covers the further Scottish income tax powers devolved by the Scotland Act 
2016, as well as the Scottish Rate of Income Tax (SRIT).   
 
The Memorandum of Understanding clarifies that the responsibilities of HMRC’s Additional 
Accountable Officer for SRIT extend to Scottish income tax, and he appeared before the 
Finance Committee on 14 December. Later that month, the NAO published their second 
report on the performance of HMRC in respect of the Scottish Rate of Income Tax, and the 
Auditor General for Scotland provided her view on this report. These reports, and Audit 
Scotland’s own update reports on Managing the New Financial Powers (the most recent of 
which was published in March) continue to provide welcome independent assurance in this 
area. The Auditor General for Scotland and the Director of the NAO subsequently gave 
evidence on their reports to your Committee in January.  
 
In recognition that the focus for Scottish Income Tax is now moving from implementation to 
its on-going administration, officials in the Scottish Government and HMRC are also currently 
working together to agree a Service Level Agreement covering more operational aspects of 
this tax. 
 
Progress in respect of other areas of Scotland Act implementation  
 
Effective progress has also been made by policy colleagues in their respective areas, 
progressing arrangements in relation to other devolved activities.  Chapters 7 and 9 of the 
UK Government’s annual report provide some useful information on the steps towards 
implementation of the other provisions of Scotland Act 2016 which have effects on the 
Scottish Government’s spending power and other activities towards implementation of the 
fiscal framework.  There has been and will continue to be engagement with relevant 
Parliamentary committees as powers are implemented and arrangements progressed. 
 
Annex A provides a summary update reflecting some of the key issues identified by the then 
Public Audit Committee in June 2015 in its response to the Scotland Bill.  Annex B provides 
links to published Memoranda of Understanding.  If the Committee would like more detailed 
information on specific areas of Scotland Act implementation, Finance officials would be 
happy to coordinate responses with relevant policy teams.   
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I hope that this information is helpful to the Committee. 
 
 
Yours sincerely,  
 

 
 
Eleanor Emberson 
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Annex A 
Update on functions impacted by the Scotland Act 2016. 

In June 2015, the Scottish Parliament’s Public Audit Committee (PAC) published its 
response to the Scotland Bill 2015, as introduced. In that response, PAC made several 
comments and recommendations. The following provides an update to some of the key 
issues identified by the Committee in relation to audit and accountability procedures.  
 
1) Welfare/Social Security - The PAC’s response to the Bill, as it was, acknowledged that 
there would be various options available for the administration of the aspects of welfare and 
benefits to be devolved. The response also acknowledged that those options would require 
different audit and performance reporting arrangements.  A Memorandum of Understanding 
(MoU) agreed between the Scottish Government and DWP sets out the framework for co-
operation on matters of joint interest.  The Committee will also be aware that a Joint 
Ministerial Working Group on Welfare was established in 2015 to provide a forum for 
discussion and decision-making to ensure smooth transition of responsibilities and 
implementation of welfare and employment-related aspects of the Scotland Act 2016. 
Additionally, the Social Security Minister, Jeane Freeman, made a statement to Parliament 
on 27 April 2017 announcing the model for the delivery of social security in Scotland. That 
statement outlined the shape and approach of Scotland’s social security agency and touched 
on both the estimated number of people it will employ and the estimated costs involved in 
delivery.  As an executive Agency the new body will come within the scope of the Auditor 
General for Scotland.   

2) Crown Estate – The PAC’s response welcomed the proposals made in relation to the 
audit and reporting structures for the Crown Estate in Scotland, namely for section 36 of the 
Scotland Act 2016 to replace the role of the Comptroller and Auditor General with the Auditor 
General for Scotland following the transfer of the Scottish assets. The Scottish Parliament 
approved the Crown Estate Scotland (Interim Management) Order 2017 on 30 November 
2016, following the recommendation from the Environment, Climate Change and Land 
Reform Committee on 22 November, and the Order came into effect in February 2017.  The 
Crown Estate Transfer Scheme 2017 was approved by the UK Parliament in March 2017 
and came into force on 1 April 2017, giving effect to the devolution to Scotland of the 
functions of managing the Crown Estate’s wholly-owned assets in Scotland from that date. 
Section 62 of the Scotland Act 2016 was also commenced on this date and we can confirm 
that a Concordat has been agreed between the Scottish and UK Governments which sets 
our practical arrangements for transferring Secretary of State functions to Scottish Ministers 
in relation to the decommissioning of offshore renewable energy installations. 
 
3) Tribunals – The PAC’s response indicated that the Committee was content with the 
proposals for Tribunals as they were on introduction. There were no significant changes to 
the tribunals provisions between introduction and the Bill receiving Royal Assent. Work to 
transfer the management and operation of reserved tribunals is on-going. A programme 
board, chaired by the Chief Executive of the Scottish Courts and Tribunals Service and 
including officials from the Scottish Government, HM Courts and Tribunals Service and the 
UK Government, is considering the mechanics of delivery.  
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4) British Transport Police – In the PAC’s response, the Committee undertook to explore 
the issue of audit or performance reporting further with the Comptroller and Auditor General.  
The Railway Policing Bill was introduced in the Scottish Parliament on 8 December 2016, 
and is currently undergoing Parliamentary scrutiny. 
 
5) Consumers Advocacy and Advice – In its response, the PAC was content that the audit 
and accountability arrangements for the proposed devolved powers of consumer advocacy 
and advice would be no less that those which were then operating in relation to water 
consumer representation by Citizens Advice Scotland.  On 13 December 2016 the Scottish 
Government published its policy statement, “Delivering better outcomes for consumers and 
businesses in Scotland”, which provides a roadmap for making best use of its new powers.   
 
6) Commissioners of the Northern Lighthouse Board (NLB) – Provision in the Scotland 
Act 2016 enables Scottish Ministers to appoint one of the Commissioners of the NLB and 
requires NLB to provide Scottish Ministers with accounts and reports on inspections which 
are then to be laid before the Scottish  Parliament. There is on-going engagement with NLB 
to ensure these new responsibilities are carried out effectively.   
 
7) Maritime Coastguard Agency (MCA) – Since the publication of the PAC’s response in 
2015 to the then Scotland Bill, the Scottish Government has continued its engagement with 
the MCA to ensure Scottish interests are taken into consideration. An MoU between the 
Scottish Government and MCA has been agreed and sets out principles of consultation on 
strategic priorities for activities in Scotland. 
 
8) BBC –The Scottish Parliament passed a motion on 23 June 2015 to approve the draft 
MoU between the Scottish Government and Department for Culture Media and Sport. That 
MoU was subsequently signed and came into force.   
 
9) Ofcom – The PAC’s response indicated that the Committee was minded to support the 
UK Government’s initial proposals contained within the draft clauses relating to Ofcom, with 
which the Scottish Government also agreed. The Committee’s response noted that the MoU 
agreed in April 2004 between Ofcom, the UK Government and the Scottish Government 
would need to be reviewed and updated to reflect the new arrangements in the Scotland Bill 
2015.   A revised MoU between the Scottish Government, Scottish Parliament and Ofcom is 
now in place, having been signed in February 2017.  The draft  MoU was considered by the 
Scottish Parliament’s Rural Economy and Connectivity Committee and recommended for 
approval by the Scottish Parliament in October 2016. 
 
10)  OFGEM – The annual report for 2016-17 is expected to be laid before the Scottish 
Parliament sometime in the coming months. 

11) Electoral Commission – The PAC agreed with the approach proposed by the Electoral 
Commission and the Scottish Government, and also welcomed the offer of the Electoral 
Commission to work with the Committee to determine the most effective way ensuring 
transparency and accountability in relation to scrutiny of the Commission's budget and 
expenditure. That offer was subsequently taken up.  
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12) Boundary Commission for Scotland – The PAC undertook to seek confirmation from 
the Local Government Boundary Commission, the Auditor General for Scotland and the 
Scottish Government that the consequence of the proposed devolved powers for Scottish 
Parliamentary boundary reviews being transferred to the Local Government Boundary 
Commission will result in them being subject to audit by the Auditor General for Scotland. 
We can confirm that responsibilities being devolved to the Local Government Boundary 
Commission for Scotland are covered by normal audit arrangements for that body. 
 
[End]  
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Annex B 
 

Published Memoranda of Understanding 
 
Agreement Signed 

Memorandum  of  Understanding  on  joint  working  arrangements  covering  the 

implementation of devolved provisions in the Scotland Act 2016 relating to Social Security 

and Employment Support Services in Scotland. 

Between the Scottish Government and the Department for Work and Pensions 

This MoU sets out a framework for co-operation between the parties in respect of 
ensuring that the social security and the employment support provisions, 
associated powers and operations of the Scotland Act 2016 are considered and 
implemented effectively and with full regard to both Scottish and UK systems. 

 

September 
2016 

Memorandum of Understanding 

Between the Maritime and Coastguard Agency and the Scottish Government 

An agreement underlying procedures and practice to facilitate the role of the 
Scottish Government and Scottish Parliament in setting the strategic priorities of 
the Maritime and Coastguard Agency (MCA) with respect to its activities in 
Scotland. 

 

29 November 
2016 

 

Memorandum of Understanding on the Scottish Income Tax Powers 

Between the Scottish Government and HM Revenue and Customs 

This document respective on-going responsibilities in relation to establishing and 
operating Scottish income tax powers in an efficient and effective manner. It 
provides the framework for inter-Government work at Ministerial and official level to 
oversee the establishment and operation of the Scottish income tax powers. 

 

01 December 
2016 

Memorandum of Understanding 

Between the Scottish Government, Scottish Parliament and Office of 
Communications (Ofcom) 

The memorandum of understanding commits Ofcom to consult on their draft annual 
plan and sets out the process for Scottish Ministers to appoint a member to the 
Ofcom Board. 

 

February 2017 

 

Concordat on the decommissioning of offshore renewable energy installations 

Between the Department for Business, Energy and Industrial Strategy and the 
Scottish Ministers 

This concordat sets out practical arrangements for the transfer of the UK Secretary 
of State's Energy Act 2004 functions in relation to the decommissioning of offshore 
renewable energy installations to Scottish Ministers under the Scotland Act 2016. 

 

13 February 
2017 
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Agreement Signed 

Memorandum of Understanding 

Between the Department for Culture, Media and Sport, the Scottish Government, the BBC 

and the Scottish Parliament  

BBC Charter Review: Memoranda of Understanding with the Devolved Administrations for 

their involvement in the BBC Charter Review process 

 

October 2015 

 

 

 
 


