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Dear Terry, 
 
As requested, please find enclosed the additional information members requested at the meeting of 
the Public Audit and Post-legislative Scrutiny Committee on 5 October 2017 in relation to the Auditor 
General's report on the Scottish Government's consolidated accounts 2016/17. It covers two areas, 
Remuneration and Staff Report (benefit-in-kind) and NHS legal claims.  
 
I hope the Committee finds this information helpful. 
 
Yours sincerely, 
 
 

 
 
Stephen Boyle 
Assistant Director 
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Additional information to the Public Audit and Post-legislative 

Scrutiny Committee following the Auditor General's briefing on the 

Scottish Government's consolidated accounts 2016/17 on 5 

October 2017 

Remuneration and Staff Report - benefit-in-kind 

The First Minister's benefit-in-kind for 2016/17 of £334 arises from the provision of accommodation 

at Bute House. This relates to the taxable benefit of the private use of Bute House and is 

calculated with reference to a percentage of the First Minister's salary multiplied by the number of 

days of private use.  

NHS legal claims 

Calculation and classification of claims 

Claims made against Health Boards in Scotland are assessed by the Central Legal Office (CLO) 

which is part of NHS National Services Scotland. Following assessment, valid claims are given a 

rating of 1, 2 or 3 which relates to the likelihood that that claim will result in the Board having to 

settle the claim. Claims assessed as '3' are the most likely and claims assessed as '1' are the least 

likely to result in settlement. As well as assessing the likelihood of settlement, the CLO calculates 

an estimated settlement value if the claim is successful and an estimated conclusion date. 

The treatment of claims in the Scottish Government's consolidated accounts depends on the rating 

provided by the CLO. Claims rated '3' are the most likely to result in a payment to the claimant and 

for these cases a provision for 100 per cent of the estimated claim value is created. Accounting 

standards dictate that a provision is created when an entity has an obligation as a result of a past 

event (in this case the past event is the incident which lead to the claim); it is probable that there 

will be an outflow of resources (in this case the outflow would be a payment to the claimant and as 

the CLO have assessed the case as '3' it is believed the outflow is probable) and a reliable 

estimate can be made of the amount of the obligation (in this case the estimate is provided by the 

CLO). 

For cases assessed as '2', the Health Board makes a decision on the likelihood of settlement in 

conjunction with the CLO. In most cases the decision is to make a provision for 50 per cent of the 

estimated claim and the other 50 per cent is treated as a contingent liability.  

A contingent liability is similar to a provision in that it relates to potential liabilities as a result of a 

past event. The accounting standards set out a number of circumstances where a contingent 

liability should be disclosed rather than a provision. One of these situations is where it is not 

probable that there will be an outflow of resources. Where cases have been assessed as '2' by the 

CLO, the likelihood of settlement is lower and therefore as the case is less likely to settle treating 

part of the expected value as a contingent liability is reasonable. For cases assessed as '1', there 

is a lower likelihood of settlement and therefore 100 per cent of the estimated value is treated as a 

contingent liability. 
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The impact of a provision being created is that a liability is created in the statement of financial 

position (balance sheet) and a charge is made for the expected value of the provision. Contingent 

liabilities are disclosed in the accounts but they are not included as a liability on the statement of 

financial position and no charge is made.  

It is important to note that claims are reassessed as they are progressed and the risk assessment 

and potential value of the claim can therefore be adjusted as the claim progresses. Therefore 

potentially amounts classified as provisions could be subsequently re-classified as contingent 

liabilities and vice versa. 

Accounts disclosure 

Provisions are disclosed in Note 12a (page 94) of the Scottish Government Consolidated Accounts 

for 2016/17 and the provisions relating to NHS Clinical and Medical Negligence for the last 3 years 

are detailed in the Table 1: 

Table 1: Provisions relating to NHS Clinical and Medical Negligence disclosed in the 

Scottish Government Consolidated Accounts 2014/15 to 2016/17 

Source: Scottish Government Consolidated Accounts 2014/15 to 2016/17 

‘Provided for in year’ relates to increases in the provision during the year. For 2016/17 the total 

provided for in the year was £330 million. As detailed in our report, £160 million of this relates to a 

technical change in the way the value of claims is calculated. The impact of this change has been 

assessed as £160 million by the CLO.  

‘Provisions not required written back’ relates to amounts which were provided for but were not 

subsequently needed, this may be as a result of no payment being made in relation to a finalised 

claim or the payment being less than expected.  

‘Provisions utilised in the year’ relates to amounts provided for previously which have been used to 

settle claims in the year and therefore represents amounts used to settle claims.  

Details of the expected date of settlement is included in the accounts and is separated into claims 

expected to settle within 1 year, within 2-5 years, within 6-10 years and thereafter as can be seen 

from Table 2 which details the expected timing of payment of the provision included in the 

accounts for the period 2014/15 to 2016/17. 

 2014/15 (£m) 2015/16 (£m) 2016/17 (£m) 

Opening balance 261 302 363 

Provided for in year 64 144 330 

Provisions not required 

written back (13) (42) (56) 

Provisions utilised in year (10) (41) (25) 

Closing balance 302 363 612 

http://www.audit-scotland.gov.uk/uploads/docs/report/2017/s22_170928_scottish_gov.pdf
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Table 2: Analysis of timing for provisions relating to NHS Clinical and Medical Negligence 

disclosed in the Scottish Government Consolidated Accounts 2014/15 to 2016/17. 

 2014/15 (£m) 2015/16 (£m) 2016/17 (£m) 

Payable in 1 year 184 107 174 

Payable 2-5 years 118 171 338 

Payable 6-10 years 0 13 15 

Thereafter 0 72 85 

Total 302 363 612 

Source: Scottish Government Consolidated Accounts 2014/15 to 2016/17 

Contingent liabilities are disclosed at Note 17b (page 108) of the consolidated accounts for 

2016/17. The totals disclosed relating to Clinical and Medical compensation payments for the 

period 2014/15 to 2016/17 are detailed in Table 3: 

Table 3: Contingent liabilities relating to Clinical and Medical compensation payments 

disclosed in the Scottish Government Consolidated Accounts 2014/15 to 2016/17. 

2014/15 (£m) 2015/16 (£m) 2016/17 (£m) 

204 225 304 

Source: Scottish Government Consolidated Accounts 2014/15 to 2016/17. 




