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FINANCE COMMITTEE 
 

AGENDA 
 

29th Meeting, 2015 (Session 4) 
 

Wednesday 18 November 2015 
 
The Committee will meet at 9.30 am in the Sir Alexander Fleming Room (CR3). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 5 and 6 in private. 
 
2. Scottish Fiscal Commission Bill: Members will report back on a recent fact-

finding visit to Dublin. 
 
3. Scottish Fiscal Commission Bill: The Committee will take evidence on the Bill 

at Stage 1 from— 
 

Charlotte Barbour,  Head of Taxation, The Institute of Chartered 
Accountants of Scotland; 
 
John Cullinane, Tax Policy Director, The Chartered Institute of Taxation; 
 
Alan Bermingham, Policy and Technical Manager, Chartered Institute of 
Public Finance and Accountancy; 
 

and then from— 
 

Professor Jeremy Peat, Fellow, Royal Society of Edinburgh; 
 
Dr Angus Armstrong, Director of Macroeconomic Research, National 
Institute of Economic and Social Research; 
 
Chris Stewart, Chairman, Scottish Property Federation; 
 
Professor Peter McGregor, University of Strathclyde. 
 

4. Revenue Scotland: The Committee will take evidence from— 
 

Keith Nicholson, Chairman, Eleanor Emberson, Chief Executive, and 
Robert Buchan, Senior Principal Tax Specialist, Revenue Scotland. 
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5. Lobbying (Scotland) Bill: The Committee will consider a draft letter on the 

Financial Memorandum to the Standards, Procedures and Public Appointments 
Committee. 

 
6. Work programme: The Committee will consider its work programme. 
 
 

James Johnston 
Clerk to the Finance Committee 

Room T3.60 
The Scottish Parliament 

Edinburgh 
Tel: 0131 348 5215 

Email: james.johnston@scottish.parliament.uk 
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The papers for this meeting are as follows— 
 
Agenda Item 2  

SFC Bill - Dublin report 
 

FI/S4/15/29/1 

Agenda Item 3  

SFC Cover note 
 

FI/S4/15/29/2 

Agenda Item 4  

Revenue Scotland 
 

FI/S4/15/29/3 

Agenda Item 5  

PRIVATE PAPER 
 

FI/S4/15/29/4 (P) 

Agenda Item 6  

PRIVATE PAPER 
 

FI/S4/15/29/5 (P) 
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Finance Committee 

29th Meeting 2015 (Session 4), Wednesday 18 November 2015 

Scottish Fiscal Commission Bill - Fact Finding Trip to Dublin 9 November 2015 

Introduction 

1. This report summarises the key findings from the fact finding visit to Dublin.  

During the visit we met with representatives from the Irish Fiscal Advisory Council, 

Joint Committee on Finance, Public Expenditure and Reform, the Department of 

Finance and the Economic and Social Research Institute.  We would like to express 

our thanks to everyone who took the time to meet with us. 

2. The schedule and briefing note for the trip is attached at Annexe A to this 

paper. The main themes that arose from our meetings are set out below. 

Background 

3. The Irish Fiscal Advisory Council (the Council) has an obligation under the 

Fiscal Responsibility Act 2012 (the 2012 Act) to endorse, as appropriate, the 

macroeconomic forecasts prepared by the Department of Finance (DoF) on which its 

Budget and Stability Programme Update (SPU) will be based. 

4.  The letter of endorsement is published within the Budget / SPU document 

and a detailed discussion of the endorsement process and assessment of the 

macroeconomic projections is published by the Council in its Fiscal Assessment 

Report which is usually published around 6 weeks afterwards.  

5. The process to be followed by the Council and the DoF, in relation to the 

endorsement function, is set out in a Memorandum of Understanding (MoU) which is 

published online. 

Forecasting 

 

6. We heard that the Council was set up to endorse DoF forecasts and the 

methodology underlying them rather than produce official forecasts for the DoF.  One 

of the main reasons given for this approach was the importance of the DoF retaining 

its internal expertise during the period of financial instability. Had the Council been 

required to provide official forecasts, then due to the small pool of people with the 

skills required to do the work, the DoF would likely have lost essential staff at a 

critical time. 

7. We heard that it soon became clear to the Council that in order to be able to 

assess the DoF’s forecasts thoroughly it would need to also produce its own to use 

as a benchmark.  The set of benchmark forecasts help inform an ‘endorsable range’ 

in which the Council believes the official forecasts should fall within. 

http://www.fiscalcouncil.ie/wp-content/uploads/2011/07/IFAC_MoU__Readable.pdf
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8. Professor Alan Barrett, Director of the Economic and Social Research 

Institute (ESRI), and previous member of the Council, told us that to do the 

endorsement work you need the skills required to produce forecasts.  However, 

being required to produce the official forecasts would have changed the role of the 

Council fundamentally. 

9. We heard that the Council’s Secretariat has significant levels of on-going 

interaction with officials from the DoF.  The Council was clear that in its meetings 

with officials it does not give opinion on levels of figures or attempt to influence the 

direction the DoF is taking.  The MoU ensures that once the date of the Budget has 

been announced only discussions around the clarification of technical issues can 

take place. The Council are clear on the importance of finalising its own forecasts 

before seeing the DoF’s. 

10. The Council’s benchmark forecasts are not shared with the DoF in advance.  

The DoF states that this ensures that it doesn’t inadvertently tailor its own forecasts 

to ensure they receive endorsement from the Council.  The DoF also highlighted the 

possibility that sharing forecasts in advance could lead to errors in the forecasts not 

being picked up. 

11. The DoF has its own dedicated forecasting units for macroeconomics and 

fiscal policy and tax.  The macroeconomic unit has 7 staff and a budget of 2 million 

euros; the fiscal policy and tax unit has 8 staff and a budget of 2 ¾ to 2 million euros. 

12. The Council’s benchmark forecasts appear in its Fiscal Assessment Report, 

which as noted earlier is published 6 weeks after the Budget/SPU. We heard this 

ensures the media focus is on the Budget and not on comparing the two sets of 

forecasts. This also means the Council can focus on its role and does not need to 

defend its benchmark forecasts in the media. 

Endorsement 

 

13. The Council’s Secretariat gets an early view of the DoF’s preliminary set of 

forecasts around two weeks before Budget day. If there are no major differences 

between the Council’s forecasts and the DoF’s then a meeting will be held between 

the two bodies using the preliminary forecasts as the basis for informal discussion. 

14. At first there was a concern, raised by the Parliament, around the Council 

seeing the forecasts before they were officially laid, however we heard this was 

resolved when reassurance was provided that the Council only see the technical 

aspects of the forecasts and not the policy detail of the Budget at this stage. 

15. The DoF is keen to ensure that its Budget/SPU forecasts receive 

endorsement from the Council and it provides whatever information it can to the 

Council. 
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16. As part of the endorsement process the Council considers the DoF’s official 

forecasts against its benchmark forecasts and determines whether or not they fall 

within the endorsable range.  The Council works on the understanding that if the 

methodology used is reasonable and the difference between the two forecasts is 

reasonable and falls within the endorsable range then they will be satisfied.   

17. The Council does not endorse the Budget / SPU, only the consistency and 

methodology of the forecasts used to underpin them. 

18. It is also possible for the Council to include caveats in its endorsement if it 

feels they are necessary.  If the published figures differ from the forecasts that have 

been endorsed the Council can ask for a reconciliation table to be provided setting 

out the reasons why.  

Reports 

19. The Council begins working on its draft Fiscal Assessment Report in advance 

of the Budget / SPU being published due to the volume of work involved. The reports 

are generally published 6 weeks after the Budget / SPU.  The Council will share 

technical aspects of its reports with the DoF officials to ensure accuracy. 

20. The Council cannot publish a minority report; all reports must be agreed by 

the full Council. 

21. We heard that the earlier reports published by the Council had been very 

academic and technical.  Following an independent peer review1 changes have been 

made to the style of the reports to make them more accessible, this was welcomed 

by stakeholders including the Joint Committee on Finance, Public Expenditure and 

Reform (the Committee).   

22. The Committee also has good links with the Council’s Secretariat and will 

meet with them to discuss the reports with a view to briefing Members. Clerks to the 

Committee feel that overall the work of the Council helps inform the Committee in its 

scrutiny of the Budget / SPU. 

Independence 

23. Given that the Finance Committee considers the independence of the Scottish 

Fiscal Commission to be an essential element of the process we asked specific 

questions on the success of the Council in demonstrating its independence from the 

DoF. 

24. The Council believes that its independence has been built over time through 

continually challenging and criticising the DoF when it has been was necessary to do 

so.  It has built its reputation for independence gradually.  It does not see the DoF’s 

                                                                 
1
 http://www.fiscalcouncil.ie/wp-content/uploads/2012/01/PeerReview_Formatted_23062015.pdf 

http://www.fiscalcouncil.ie/wp-content/uploads/2012/01/PeerReview_Formatted_23062015.pdf
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Budget / SPU in advance and its MoU sets out the limits on how often and for what 

reason the Council can meet with the DoF during various parts of the process. 

25. The Council believes that transparency is vital and publishes all its work; 

everything it does is open to FOI. 

26. The DoF is very conscious of the need to ensure and maintain the reputation 

of the Council as an independent body.  Under the 2012 Act it was established that 

the Council has a complete guarantee over its budget; Ministers are unable to 

remove or reduce its funding.  Any increase in functions would lead to an increase in 

funding. 

27. The 2012 Act also ensures that the DoF cannot require the Council to carry 

out any work for it.  While there is a high level of contact between officials and the 

Council’s secretariat there is little or no contact between politicians and the Council.  

28. The DoF recognises the importance of the Council’s credible reputation both 

to the Council and to itself. On an administrative side the DoF ensures records of all 

discussions with the Council are retained. A dedicated email address has been 

established and all email conversations between the DoF and the Council must copy 

in this email address to ensure they are captured and stored for FOI purposes. It is 

completely hands off regarding the administration arrangements of the Council. 

29. The Committee and the ERSI have no concerns over the independence of the 

Council.  

Appointments 

30. Appointments to the Council are made by the Minister for Finance based on 

experience and competence in domestic and international macroeconomic and fiscal 

matters. We heard that it is critical to have people who have experience out with 

Ireland appointed to the Council as their knowledge brings added value. Currently 

four of the five members (who are all Irish) have experience of living and working 

abroad. 

31. While appointments are made by the Minister individuals are recruited by 

open competition through the public appointments process.  The appointments are 

for 4 year terms and are renewable once. This is in recognition of the difficulty of 

getting suitably qualified and experienced people in post. They are staggered over 

time to ensure they have different end times to avoid a sudden loss of institutional 

knowledge. 

32. As part of ensuring independence Ministers only have power to remove 

members of the Council under specific circumstances and with the agreement of the 

Parliament. 
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Access to information 

33. The 2012 Act does not provide the Council with a statutory right to obtain 

information from other bodies. The Council confirmed that while this has not been a 

problem for them to date it would be helpful to have an agreement to access 

information set out in a MoU. The independent peer review recommended the 

Council is given stronger, preferably statutory, rights to obtain information from public 

sector authorities and should also enter into MoU’s with other public sector 

authorities.  

 

Governance 

 

34. We were surprised to hear from the Council of the time it takes to meet all the 

statutory burdens of a public body. It appears that this was a challenge, the full scale 

of which was not anticipated in advance.   It was required to set up polices such as, 

HR, travel and expenses, insurance, whistle blowing, FOI etc.  The Council meets for 

1 day per month and spends approximately 1-1.5 hours of each meeting on 

governance issues.  It has also been required to set up an Audit Committee. 

35. The Council has adopted a secondment model to recruit staff, 5 of the 6 are 

on secondment.  It believes the benefits of this are that it is able to access expertise 

and knowledge and the staff are able to get up to speed quickly.  It also reduces 

pension liability for the Council. 

John Mason MSP (Deputy Convener) 

Jean Urquhart MSP 

November 2015 

Annexe A 

Schedule for Monday 9 November 

 

0930–1100:    Irish Fiscal Advisory Council  

 

1130 - 1230: Officials to the Joint Committee on Finance, Public Expenditure 

and Reform; Houses of the Oireachtas    

 

1245- 1400: Officials from the Department of Finance, Government of Ireland 

(working lunch) 

 

1500-1630: The Economic and Social Research Institute. 
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Briefing Note for Visit 

1: Irish Fiscal Advisory Council 

http://www.fiscalcouncil.ie/ 

Meeting with: Secretariat (names TBC) 

 

Background to the IFAC 

The IFAC was established on an interim basis in July 2011 and put on a statutory 

footing in December 2012.  It has 5 Council Members and a secretariat of 5 with an 

annual budget of not more than 800,000 euros which is allocated from a Central 

Fund so it does not have to be voted by Parliament each year.   The actual spend in 

2013 was 480,941 euros and 604,756 euros in 2014.  The budgeted spend for 2015 

is 731,749 euros.  

The Council’s mandate is: 

• To endorse, as it considers appropriate, the macroeconomic forecasts 

prepared by the Department of Finance on which the Budget and Stability 

Programme Update are based; 

• To assess the official forecasts produced by the Department of Finance. 

These are the macroeconomic and budgetary forecasts published by the 

Department twice a year – in the Stability Programme Update in the spring and 

in the Budget in the autumn; 

• To assess whether the fiscal stance of the Government is conducive to 

prudent economic and budgetary management, with reference to the EU 

Stability and Growth Pact (SGP). The SGP is a rule-based framework that 

aims to coordinate national fiscal policies in the economic and monetary union; 

• To monitor and assess compliance with the budgetary rule as set out in the 

Fiscal Responsibility Act. The budgetary rule requires that the Government’s 

budget is in surplus or in balance, or is moving at a satisfactory pace towards 

that position; 

• In relation to the budgetary rule, to assess whether any non-compliance is a 

result of ‘exceptional circumstances’. This could mean a severe economic 

downturn and/or an unusual event outside the control of Government which 

may have a major impact on the budgetary position. 

The main publication of the Council is the biannual Fiscal Assessment Report 

following the Budget in the autumn and Stability Programme in the spring.  The 

reports assess the Government’s macroeconomic and budgetary forecasts, the 

appropriateness of the fiscal stance, compliance with the budgetary rule as well as 

http://www.fiscalcouncil.ie/
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detailing the Council’s endorsement function.   The most recent report published in 

June 2015 is over 80 pages long and includes four main chapters on: 

• Assessment of the Fiscal Stance; 

• Assessment and Endorsement of Macroeconomic Forecasts; 

• Assessment of Budgetary Forecasts; 

• Assessment of Compliance with Fiscal Rules. 

 

The Endorsement Function  

The Council was established in 2011 to “assess” the Irish Government’s 

macroeconomic projections both on a backward and forward looking basis.  There 

was no obligation for the Government to take the Council’s assessments into 

account and the Council did not comment on the forecasts in advance of the budget.  

In July 2013 the Council was given a new endorsement function in accordance with 

the requirements of EU regulations (No. 473/2013).  The Council stated in its 

assessment report in November 2013: 

“The obligation for the Department of Finance to submit its forecasts in advance to 

external scrutiny and endorsement is a significant change in Ireland’s budgetary 

architecture. Until recent years, there was no direct review of official forecasts 

produced by the Department of Finance and the new function is a significant 

extension of the Council’s role.”  

The aim of the endorsement function is to help to ensure that forecasts are both 

unbiased and as accurate as possible. 

The Council’s approach to endorsement focuses on whether the macroeconomic 

forecasts are within a range of appropriate forecasts. This “endorsable range” is 

informed by benchmark projections prepared by the Council’s secretariat.  It involves 

a full-scale forecasting exercise and the development of a range of forecasting tools.   

The benchmark projections are based around a “suite of models” approach. The 

models used include some based on the equations used by the Department of 

Finance and some developed by the Council’s Secretariat.  The preparation of the 

benchmark projections also involves discussion and input from other forecasters 

including the Irish Central bank, the Economic and Social Research Institute, the 

European Commission and the IMF.   

The Council’s examination of the official forecasts includes comparing them to the 

benchmark projections and the endorseable range as well as assessing the 

consistency of the overall set of projections.  The Council states that while its 

benchmark projections may differ from the official forecasts they could still be 

endorseable: 
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“either because (i) the differences are sufficiently small to be within the endorseable 

range, or (ii) if the Department of Finance provides convincing reasons for forecasts 

further from the benchmark projections.”  

In order “to provide an independent analysis of, and to effectively challenge the 

Department of Finance forecasts, the benchmark projections are completed before 

the Council engages in in-depth endorsement meetings with the Department of 

Finance.”   These projections are not shared with the Department of Finance.  

However, they are included in the fiscal assessment report.  

Memorandum of Understanding 

The operational aspects of the endorsement function are set out in a Memorandum 

of Understanding (MoU) agreed between the Council and the Department of 

Finance.  This includes informational requirements and approach to be followed.  

The MoU states that the Department “will set out its forecast methodology by way of 

a periodically-updated staff working paper, and engage in regular technical dialogue 

to ensure that Council staff and members have a full understanding of the process.”   

It is expected that this dialogue “will be ongoing, involving both written exchange of 

information and informal interaction.  Interaction will mainly occur between members 

of the Council secretariat and the relevant Department of Finance staff.”  The MoU 

also includes an agreed timetable and approach to the endorsement function.  Table 

1 demonstrates how this worked in relation to the Irish Budget 2014. 

Table 1: Timeline for the Endorsement of Budget 2014 Forecasts  

23-24 September Benchmark projections finalised in advance of receiving 

forecasts for Budget 2014 from the Department of Finance.  

24 September  The Council received the preliminary set of “provisional final” 

forecasts from the Department. 

25 September These forecasts were presented by Department of Finance 

staff to the Council’s Secretariat explaining the underlying 

reasoning and answering clarifying questions. Two Council 

members also participated in the meeting 

29 September The Council met to discuss the Department of Finance 

forecasts 

30 September Department of Finance staff met with the full Council and 

Secretariat to present and answer substantive questions on 

the “provisional final” forecasts. These forecasts were 

unchanged from those provided to the Council the previous 

week. The Council raised questions on a number of issues. 

Following the meeting, the Department provided further 

clarification on their forecast for consumption. The Council 
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subsequently decided that a “significant reservation” (as per 

the MoU, section 5) remained over the consumption forecast. 

1 October  As specified in the MoU, the Council Chair communicated its 

“significant reservation” to Department staff 

1-3 October  The Department provided further clarification on its 

consumption forecast and committed to including information 

on the potential for upward revisions to Quarterly National 

Accounts personal consumption data for the first half of 2013 

in the Budget documentation. 

4 October The Chair of the Council issued a letter to the Department of 

Finance endorsing the set of macroeconomic forecasts for 

2013 and 2014 in Budget 2014.  

 

2: Joint Committee on Finance, Public Expenditure and Reform 

Meeting with:  Michelle Grant  (Committee Secretariat- EU and Intl Relations) 

Eoin Hartnett   (Policy Advisor- Finance Committee Secretariat) 

Barry Kavanagh (Finance Committee Secretariat) 

Barry Comerford (Library and Research Service)  

 

Remit of the Joint Committee 

Reform of the public sector and public expenditure is a top priority for this 

Oireachtas. The Joint Committee on Finance, Public Expenditure & Reform will play 

a key role in scrutinising the work of the two Departments tasked with responsibility 

in these areas - the Departments of Finance and Public Expenditure & Reform. The 

Committee will advise the relevant Ministers as to concrete progressive proposals to 

promote and coordinate economic and social planning. 

3: Department of Finance; Government of Ireland 

http://www.finance.gov.ie/what-we-do/public-finances 

Meeting with: Niall Feerick and John Palmer, Fiscal Policy Division 

Remit of the Department of Finance 

The Department of Finance has a central role in implementing government policy 

and in advising and supporting the government on the economic and financial 

management of the State, and policies to ensure that Ireland's financial system will 

be able to operate on a stable, sustainable and commercial basis. 

http://www.finance.gov.ie/what-we-do/public-finances
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The work of the Department is carried out by four divisions and two offices.  The 

Fiscal Policy Division is responsible for— 

 Provision of high quality budgetary advice designed to restore / maintain the 

sustainability of the public finances 

 Ensuring delivery against fiscal targets which involves, amongst other things, 

monitoring of fiscal risks and developing contingencies around these 

 In terms of logistics, delivery of all budgetary commitments in line with our 

domestic and European requirements 

 Enhancing the quality and accessibility of fiscal documents, eg. Introduction of 

Analytical Exchequer Presentation, to facilitate greater transparency 

4: The Economic and Social Research Institute 

http://www.esri.ie/ 

Meeting with: Professor Alan Barrett, Director 

About the ESRI 

The ESRI produces research that contributes to understanding economic and social 

change in the new international context and that informs public policymaking and 

civil society in Ireland. 

 

Since its establishment, ESRI researchers have leveraged their conceptual and 

empirical research in economics and sociology to provide analysis that helps inform 

economic and social policymaking in Ireland. Key features of the research are its 

strong empirical base, its policy focus and its coverage of many of the major areas of 

relevance to current policy issues in Ireland and the European Union. 

 

The Institute’s principal output is knowledge that is disseminated widely in books, 

research papers, journal articles, reports, and public presentations. All knowledge 

output is quality assured through rigorous peer review processes. 

 

    

 

 

http://www.esri.ie/
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Finance Committee 
 

29th Meeting 2015 (Session 4), Wednesday 18 November 2015 
 

Scottish Fiscal Commission Bill 
 

 
1. The Scottish Government introduced its Bill to give the Scottish Fiscal 

Commission a basis in statute on 28 September 2015. Copies of the Bill and 
its accompanying documents have previously been circulated to the 
Committee. The Committee’s call for evidence is available on line.   
 

2. At its meeting on 28 October 2015 the Committee took evidence from the Bill 
team. A link to the Official Report of the meeting can be found here.   
 

3. At its meeting on 4 November 2015 the Committee took evidence from will 
Robert Chote, Chairman of the Office for Budget Responsibility, Dr Jim 
Cuthbert, Professor Ronald MacDonald, Glasgow University and Mark Taylor, 
Audit Scotland. A link to the Official Report of the meeting can be found here. 
 

4. At its meeting today the Committee will take evidence from a panel 
comprising of— 
 
Charolotte Barbour, Institute of Chartered Accountants Scotland 
John Cullinane, Chartered Institute of Taxation 
Alan Bermingham, Chartered Institute of Public Finance and Accountancy 
 

5. This will be followed by evidence from a panel comprising of— 
 
Angus Armstrong, National Institute of Social and Economic Research 
Professor Jeremy Peat, Royal Society of Edinburgh 
Chris Stewart, Scottish Property Federation 
Professor Peter McGregor, Strathclyde University 
 

6. Written submissions from both panels can be found in Annexe A. 
 

 

1

http://www.scottish.parliament.uk/parliamentarybusiness/Bills/92309.aspx
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Call_for_evidence_SFC_NOV2015.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/29822.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/report.aspx?r=10186&mode=pdf
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Scottish Fiscal Commission Bill 

 

Submission from the Institute of Chartered Accountants of Scotland 

 

About ICAS 

 

1. The Institute of Chartered Accountants of Scotland (“ICAS”) is the oldest 

professional body of accountants.  We represent around 20,000 members 

who advise and lead businesses. Around half our members are based in 

Scotland, the other half work in the rest of the UK and in almost 100 

countries around the world.   Nearly two thirds of our members work in 

business, whilst a third work in accountancy practices.  

   

2. ICAS has a public interest remit, a duty to act not solely for its members 

but for the wider good.  From a public interest perspective, our role is to 

share insights from ICAS members in the many complex issues and 

decisions involved in tax and financial system design, and to point out 

operational practicalities.   Our members also have a wealth of experience 

in assurance and corporate governance. 

 

General comments 

 

3. ICAS is grateful for the opportunity to give evidence to the Finance 

Committee regarding the Scottish Fiscal Commission Bill, as requested in 

the call for evidence issued in September 2015.   

 

4. ICAS contributed to the earlier stages of the consultative process when a 

draft bill was issued and we submitted views on this to the Scottish 

Government. Our earlier submission is available at 

https://www.icas.com/__data/assets/pdf_file/0005/152834/Submission-

Scottish-Fiscal-Commission.pdf  

 

5. Independent scrutiny and assessment, and reporting thereon, of Scottish 

Government forecasting, the modelling of tax rates and receipts, and 

borrowing is vitally important. From reading the Bill, however, it is not clear 

exactly what the Scottish Fiscal Commission (SFC) is to do. This is 

compounded by the range of questions posed by the Finance Committee 

in its call for evidence.  

 

6. So, for instance, is the SFC to check the detail of the Scottish 

Government’s forecasting of tax receipts and borrowing requirements, or is 

its role more one of an oversight/governance vehicle that reviews the 

methodologies and assumptions underpinning forecasts? And if the role is 

the former, is this to be conducted by simply checking Scottish 

2

https://www.icas.com/__data/assets/pdf_file/0005/152834/Submission-Scottish-Fiscal-Commission.pdf
https://www.icas.com/__data/assets/pdf_file/0005/152834/Submission-Scottish-Fiscal-Commission.pdf


Government figure work and assumptions or is the SFC to undertake its 

own forecasting from a zero-base to then truly have an independent 

comparison to use as a check of the reasonableness of the Scottish 

Government figures? 

 

7. If the SFC is being put on a statutory basis, the statute needs to be more 

precise and clear regarding the scrutiny function. ICAS has concerns 

about this lack of clarity; there are also questions that sit underneath this. 

For example, to what extent should the SFC be asked to check the 

Scottish Government’s work? The starting point should be that the Scottish 

Government and its civil service knows what they are doing and will do it 

properly and, therefore, the SFC should provide external oversight and 

scrutiny but without having to re-do the forecasting. 

 

8. Interrelated with the question around the precise functions of the SFC, is 

the question of its independence. On the one hand, there are a number of 

pointers in the Bill towards the SFC being independent, for example, 

clause 6 is headed ‘independence’, and there is a direct line of reporting to 

the Scottish Parliament. On the other hand, Scottish Ministers may 

exercise considerable influence over the SFC, with the the appointment of 

members to the SFC (clause 11), and approving remuneration (clauses 17 

and 18). We agree with the Policy Memorandum at paragraph 26 ‘….it is 

critical to the effectiveness and credibility of the Commission that it is 

independent of government and seen to be so’ but we do not think this Bill 

fully reflects this sentiment. A number of concerns around the proposed 

independence of the SFC were discussed in our earlier submission, and 

many of these remain unaddressed in this Bill. 

 

9. Permeating this Bill is a number of checking mechanisms in relation to the 

SFC: it is to report annually on its work to the Scottish Parliament; clause 9 

calls for a review of the SFC’s performance to be conducted by someone 

from outwith the SFC within a period of every 5 years; and Ministers need 

to approve remuneration of both members and staff. There are 

considerable checks on a Commission that is being set up to provide 

credibility and assurance.  

 

10. The policy intentions behind this Bill do not stand out clearly: for example, 

there is a sense that there is a desire for the SFC to sit somewhere 

between being within the Scottish Administration and being a completely 

independent body but it is not clearly one or the other. 

 

11. Clause 6 relates to the independence of the SFC but clause 6(2) states 

that the section is subject to any contrary provisions in this or any other 

enactments. This opens up the potential for the independence to be 

undermined.  
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Views on topics raised by the Finance Committee 

 

Forecasting tax revenues - the Committee would welcome views on 

whether: 

 there is a need for independent forecasts in addition to the Scottish 

Government official forecasts? 

 the Commission should have the capacity and resources to make its 

own forecasts even if its role is to assess the official forecasts? 

 the Scottish Government forecasts should be subject to sensitivity 

analysis carried out by the Commission? 

 the Commission should be able to develop its own forecasting 

methods and analytical capacity in order to provide a benchmark set 

of projections?    

 

12. ICAS does not consider that there is a need for the SFC to prepare 

independent forecasts as this would create duplication of work and not 

provide value for taxpayers.  In relation to sensitivity analysis, we consider 

that this is part of the role of the Scottish Government in preparing its 

forecasts so, again, it would only duplicate work if the SFC was to do this 

too.  

 

13. As discussed above under the section ‘general comments’ we question 

whether the SFC should be expected to recreate the work of the Scottish 

Government, or whether its role is to scrutinise  the methodology, 

assumptions, and controls used in forecasting, which would in turn provide 

assurance of the reliability or otherwise of the forecasts.   

 

Role of the SFC Prior to the Publication of the Scottish Government 

Forecasts - the Committee would welcome views on whether:  

 the Commission should exert significant influence over the forecasts 

at the same time as providing an assessment of their 

reasonableness?  

 the Commission should have a role throughout the year in 

scrutinising the Scottish Government’s work in developing models 

and methodologies to produce its forecasts?  

 the Commission should carry out its assessment of the Scottish 

Government forecasts either before or after publication?  

 the Commission should be required to send a copy of its report on 

its assessment of the forecasts to Ministers prior to publication and, 

if so, how far in advance?     

 

14. Whilst the SFC as an independent body should not be involved in 

influencing the preparation of forecasts by the Scottish Government, we 

would expect that if the SFC presented any challenges or questions to the 
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Scottish Government that these would be considered. The SFC should be 

part of the fiscal framework, at one remove from the Scottish Government, 

but with an active role. Otherwise, it will simply provide a commentary on 

another body’s work rather than being a part of the overall process that 

aims for the most robust and accurate forecasts possible.  

 

15. The SFC should have a role throughout the year, and this is particularly so 

when the fiscal framework and related institutions and tasks are relatively 

new in Scotland. It is important that the constituent parts interact on a 

regular basis in order that all are informed, can learn from one another, 

and can work together.  

 

16. Whether the SFC should scrutinise Scottish Government forecasts before 

or after their publication will depend on the desired end outcome. If the aim 

is to have forecasts that are the best they can be, the SFC should have a 

role throughout the year, and it should conduct its final scrutiny of the 

Scottish Government forecasts before they are published. If there is any 

criticism or challenge this needs to be initiated behind the scenes: no one 

likes to be criticised and it makes for defensive, uncooperative working 

relations for these types of processes and scrutiny to be conducted in 

public after a report has been published. However, if the aim is simply to 

have a public commentary this could be conducted after the forecasts 

have been published.  

 

17. The forwarding of a report to Ministers prior to publication needs to provide 

sufficient time for Ministers to consider how to address concerns, 

otherwise there is no point in providing them with an advance copy. 

Therefore, a balancing act is required between being early enough in the 

process, but not so early that the forecasts have still to be finalised.  There 

should also be provision in the Bill that the SFC allow the Scottish 

Government a reasonable period of time to prepare any response prior to 

publication. And if there are discussions between the SFC and the Scottish 

Government it may be that in the interests of transparency these should be 

summarised as part of the report.  

 

Additional functions - the Committee would welcome views on whether: 

 the Commission should have a wider role in assessing the 

sustainability of Scotland’s public finances such as adherence to 

fiscal rules and, if so, should the Bill be amended now to reflect this?   

 the Bill should be amended to include assessment of mechanisms 

for adjusting the block grant?  

 there should be a legislative requirement for the Scottish 

Government to prepare a charter for budget responsibility and the 

Commission should have a role in assessing adherence to the 

charter?    
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18. To be fully effective the Commission would need to scrutinise the whole 

budget. The remit appears to be limited in that there is no reference to 

scrutiny or assurance of (i) how the Barnett formula would in future be 

calculated, and (ii) of adjustments to the block grant for devolved powers, 

assuming that Scottish institutions could do this. This ties into the right to 

access information, discussed in the section below. 

 

19. However, care needs to be taken that there is a clear delineation between 

the work of the SFC and any oversight role of the Finance Committee.  

 

20. It would also make sense for the Scottish Fiscal Commission Bill to contain 

the necessary functions and provisions to enable the SFC to be fully 

operational under the next Scotland Act. 

 

21. In clause 5 there is a power to confer, modify or remove the SFC’s 

functions by regulations. ICAS does not support the use of secondary 

legislation to change primary legislation, particularly when this relates to 

the core functions of the SFC. The granting of powers, duties and 

functions to a statutory body are an important exercise of Parliament’s 

duties and therefore should only be exercised through primary legislation 

so that there is full consideration before doing so. Secondary legislation 

should be used for administrative purposes only, such as how the powers 

in primary legislation are to be exercised and accounted for.  

 

Right of access to information - the Committee would welcome views 

on: 

 is the right of access in the Bill robust enough?  

 is there a need to include a requirement for a MoU on the face of the 

Bill?  

 what principles should underpin the working arrangements between 

the Commission and the Scottish Government and other relevant 

public bodies? 

 the process and timings for the Commission’s engagement with the 

Scottish Government and how this should be set out in the MoU?  

 the process and timings for the Commission’s engagement with 

HMRC and the OBR and how this should be set out in the MoU?      

 

22. The right of access to information provided for in the Bill is sufficient. The 

basic right should be set in statute but access to a full range of information 

relies on good working relationships, which are derived from cooperation 

and a sense of benefit being derived from the arrangement. If this is too 

rigid, or every aspect set in statute, it may be less easy to work with and 

simply provide the parameters for dispute.  
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23. A Memorandum of Understanding between the SFC and other Scottish 

institutions will assist in providing a framework around working relations, 

but we do not think it is necessary for this to be on the face of the Bill. The 

SFC should continue to develop its processes and timings, building on 

existing engagement if this is found to have worked to date. 

 

24. In relation to the Scottish Rate of Income Tax (SRIT) and VAT assignment, 

both the OBR and the SFC would appear to have a scrutiny remit. If the 

relevant information is sourced from HMRC, there may be duplication of 

work, which would seem unnecessary. It would also be difficult if the use 

of the same information gave rise to different, contradictory interpretations. 

Any MoU with the OBR and HMRC needs to address how work will be 

coordinated, or done on a joint basis, so that scrutiny is conducted to the 

satisfaction of the SFC and OBR but without creating duplication and 

wasting resources.  

 

25. Any MoU between the SFC and relevant UK authorities should contain a 

commitment to maintain an open and transparent approach to sharing 

data. As discussed in the section above, to be fully effective the SFC 

would need to scrutinise the whole budget, and so there would need to be 

a mechanism whereby the SFC can access information held by relevant 

UK authorities, such as HMRC and HMT. 

 

Appointment of Members and staff - the Committee would welcome 

views on whether: 

 the proposed appointment and removal procedures are adequate for 

ensuring the independence of Commission Members? 

 Ministers should determine the period of office of each Member or 

should it be specified in the Bill? 

 appointments should be for one fixed term or should there be an 

option for a further term? 

 should the Commission determine its own staffing arrangements on 

the basis of terms and conditions of employment agreed firstly with 

Ministers?   

 

26. In the earlier consultation we expressed concern about the measures for 

appointing members to the SFC. Although Scottish Ministers are to 

appoint the members only if Parliament approves, concerns have 

nevertheless been expressed that this still provides the opportunity for 

ministers to put forward their nominations and hence the perceptions of 

independence may be compromised. 

 

27. We disagree with the proposal that Ministers should decide the term of 

appointment. The length of term should be specified in the legislation, and 

there should be the potential for one term to be served, followed by one 
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further term. In the earlier consultation it was suggested that a term should 

be for 5 years and we support this.  

 

28. If the SFC is to be independent there is no need for Ministers to oversee 

the terms and conditions for staff. If there is to be any oversight however, 

these should be subject to Parliamentary approval.  

 

Resources - the Committee would welcome views on: 

 the overall costs set out in the FM  

 the number of staff 

 the remuneration and assumed time commitment of Commission 

members; 

 the likely costs of expanding the Commission’s role to include an 

assessment of key aspects of Scotland’s fiscal framework such as 

the Scottish Government’s adherence to fiscal rules. 

 

29. It is crucial to get this right from the start so it may be that the Finance 

Committee should put forward proposals including staffing levels and 

skills. Although the SFC is different, there may also be useful lessons 

available from the establishment of the OBR.   

 

Comments on the detail of the Bill 

 

30. The following points of detail should be considered.  

 Clause 1(1) – we suggest that clause 10 could be combined with 

clause 1(1) to read: ‘The Scottish Fiscal Commission (in Gaelic, 

Coimisean Fiosgail na h-Alba) is established as a body corporate.’ 

 

 Clause 7(2) should be amended to read: ‘In subsection (1), 

“information” means information in the possession or under the control 

of—‘  (Rather than ‘In subsection (1), “relevant information” means 

information in the possession or under the control of— ‘) 

 

 Clause 7 (2) (b) – (d) – it may be helpful to specifically state that these 

access to information powers are subject to the restrictions around 

protected taxpayer information as provided for in the Revenue Scotland 

and Tax Powers Act 2014 Part 3. 

 

 Clause 9 – should state that the review should be the responsibility of 

Audit Scotland. We also suggest that the first review should be earlier 

than 5 years so that corrective action can be taken to deal with any 

teething troubles and early lessons can be learned which may inform 

changes which Parliament may wish to consider.  
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 Clause 22 (1)(c) – care needs to be taken with the use of the word 

‘member’ given that it has a specific meaning in clause 11.  
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Finance Committee 

 

Scottish Fiscal Commission Bill 

 

Submission from the Chartered Institute of Taxation 

 

 

1  Introduction 

 

1.1  This is a response by the Chartered Institute of Taxation (CIOT) to the Finance 

Committee of the Scottish Parliament’s call for evidence: Scottish Fiscal 

Commission Bill. We welcome the opportunity to offer our comments; we are 

pleased to have the chance to amplify our points orally. 

 

1.2  The CIOT is an educational charity concerned with promoting the education 

and study of the administration and practice of taxation. For more details see 

the statement about us at section 8 below. 

 

1.3  The CIOT has previously submitted a response to the Scottish Government’s 

consultation on the Scottish Fiscal Commission,1 and a joint response with our 

Low Incomes Tax Reform Group (LITRG) to the Finance Committee’s Inquiry 

into Scotland’s Fiscal Framework,2 which included a brief consideration of the 

role and remit of an enhanced Scottish Fiscal Commission. Further to a 

recommendation contained in our submission in respect of the Scottish 

Government consultation,3 we note that the Bill as introduced includes a 

provision requiring the Commission to prepare and publish an annual report, 

which it must lay before the Scottish Parliament.4 This would be done with the 

aim of showing that the Commission has carried out its functions, while 

retaining its independence and objectivity. 

 

1.4  We answer the Committee’s questions in turn below. We have not included 

any Executive Summary as such in this response. 

                                                
1
 http://www.gov.scot/Resource/0048/00484950.pdf 

2
 See in particular section 12 of the response: 

http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Chartered_Institute_of_Taxatio
n.pdf 
3
 Paragraph 7.2, Scottish Fiscal Commission – CIOT comments (26 June 2015): 

http://www.gov.scot/Resource/0048/00484950.pdf 
4
 Section 8, Scottish Fiscal Commission Bill, SP Bill 8, Session 4 (2015). 

10

http://www.gov.scot/Resource/0048/00484950.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Chartered_Institute_of_Taxation.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/Chartered_Institute_of_Taxation.pdf
http://www.gov.scot/Resource/0048/00484950.pdf


 

 
   

 

 

 

2  Forecasting tax revenues 

The Committee would welcome views on whether:  

 there is a need for independent forecasts in addition to the 

Scottish Government official forecasts?  

 the Commission should have the capacity and resources to make 

its own forecasts even if its role is to assess the official 

forecasts?  

 the Scottish Government forecasts should be subject to 

sensitivity analysis carried out by the Commission?  

 the Commission should be able to develop its own forecasting 

methods and analytical capacity in order to provide a benchmark 

set of projections? 

 

2.1  We have not previously made a recommendation in relation to who should be 

responsible for generating forecasts. The key issue to consider is that reports 

and forecasts should provide appropriate assurances to the Scottish and UK 

Governments – which means a need for proper and independent scrutiny. 

Independent scrutiny is also an essential element of a robust fiscal 

framework. While we believe it is essential that there are reliable and timely 

forecasts of tax revenues, the key role of the Scottish Fiscal Commission is to 

provide the independent and robust scrutiny of those forecasts. In considering 

whether or not there is a need for the Scottish Fiscal Commission to produce 

its own independent forecasts in addition to those prepared by the Scottish 

Government, it is necessary to take into account what will add value and what 

will assist in its scrutiny of the official forecasts. Ideally, while ensuring robust 

scrutiny, there should also be value for taxpayers’ money and therefore the 

avoidance of duplication of work. 

 

2.2  We recognise that a case can be made for the Scottish Fiscal Commission 

preparing its own forecasts, but we do not think this is a necessity. We 

appreciate that the ability to produce or access alternative forecasts to the 

Scottish Government official forecasts might assist in the analysis and 

assessment of the official forecasts. At this stage, we do not think it would be 

a realistic demand in terms of capacity and resources for the Scottish Fiscal 

Commission to prepare its own forecasts. As such, it may be more 

appropriate to explore whether there are alternative forecasts, produced by 

other bodies, which the Scottish Fiscal Commission could use in its work. 

 

2.3  Nevertheless, the Commission should either have the expertise on hand, or 

access to such expertise, to prepare analysis of and comment on the 

Government’s budget proposals and forecasts. It is particularly important for 
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the Commission to have expertise to comment on the sensitivity of the 

forecast to key assumptions: this is much more valuable than having the 

capability of putting forward different assumptions and therefore forecasts of 

its own, since any assumption, however reasonable it seems at the time it is 

made, can prove with hindsight to be significantly inaccurate. We note 

however that there are likely to be practical difficulties for the Commission in 

entering the political arena by criticising assumptions put forward by the 

Government. 

 

2.4  In addition, as the Bill allows, it is important that there is the ability to amend 

the functions of the Commission in the future to reflect changing 

circumstances. 

 

 

3  Role of the SFC Prior to the Publication of the Scottish Government 

Forecasts 

The Committee would welcome views on whether: 

 the Commission should exert significant influence over the 

forecasts at the same time as providing an assessment of their 

reasonableness? 

 the Commission should have a role throughout the year in 

scrutinising the Scottish Government’s work in developing 

models and methodologies to produce its forecasts? 

 the Commission should carry out its assessment of the Scottish 

Government forecasts either before or after publication? 

 the Commission should be required to send a copy of its report 

on its assessment of the forecasts to Ministers prior to 

publication and, if so, how far in advance? 

 

3.1  The work of the Commission must both be independent and seen to be so. If 

the Commission exerts significant influence over the Scottish Government 

forecasts, in the sense that it is involved in their preparation and has a vested 

interest, this will harm both actual and perceived independence. An exertion 

of external influence, in the sense that the Scottish Government takes heed of 

the Commission’s assessment of their forecasts would likely be less of an 

issue in terms of independence and more acceptable. 

 

3.2  The Commission should have the capacity to identify where it wants to 

challenge forecasts and the capacity to codify its challenge (or the ability to 

access input to do so), including the methodologies, as part of its remit of 

scrutinising them. In order to scrutinise the forecasts properly, it is essential 

that the Commission examines the methodologies and assumptions that form 

the basis of those forecasts. Otherwise, it is not possible to assess the 
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reasonableness of the forecasts. 

 

3.3  While we can see the attraction in having the Commission playing a role in 

the development of models and methodologies, this kind of involvement might 

hinder the Commission when assessing and scrutinising the forecasts, 

particularly if the methodologies and assumptions have effectively been set by 

the Commission. This kind of involvement might reduce the perceived and 

actual independence of the Commission when it comes to its core function of 

scrutinising forecasts (and their methodologies). 

 

3.4  It is important that the Commission carries out its assessment of Scottish 

Government forecasts and prepares its report in time to ensure the report 

contributes to relevant Parliamentary debates. This would tend to suggest that 

the Commission should carry out its assessment of forecasts prior to their 

publication, such that the forecasts and the Commission’s report can be 

published at the same time. 

 

3.5  It would be reasonable for the Commission to send a copy of the report to 

Ministers prior to publication, so that they are aware of its contents. The 

timing should be such that it is clear that there has been no opportunity for 

Ministers to influence the content of the report, meaning probably only 

advance notice of hours or days, rather than weeks. It will be well understood 

that the potential downside of any advance notice is the potential for suspicion 

of Ministerial influence, even at a late stage; but if the Scottish Government, 

starting with a clean sheet of paper, succeeds in avoiding giving apparent 

grounds for such suspicions, there is the prospect of preserving the perceived 

independence of the Commission, while allowing Ministers reasonable 

advance notice. 

 

 

4  Additional Functions 

The Committee would welcome views on whether: 

 the Commission should have a wider role in assessing the 

sustainability of Scotland’s public finances such as adherence to 

fiscal rules and, if so, should the Bill be amended now to reflect 

this? 

 the Bill should be amended to include assessment of mechanisms 

for adjusting the block grant? 

 there should be a legislative requirement for the Scottish 

Government to prepare a charter for budget responsibility and the 

Commission should have a role in assessing adherence to the 

charter? 
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4.1  Increasing the remit as proposed above would significantly increase the 

workload of the Commission, and it would require appropriate resources. This 

would inevitably have a knock-on effect on the cost projections set out in the 

Financial Memorandum. Arguably, until the proposals in the Smith Commission 

Report are implemented, there is less need for these functions – for example, 

the fiscal rules will be developed as part of the updated fiscal framework. So it 

might be appropriate to leave the Bill as it stands currently, with the proviso that 

functions should be added, by affirmative resolution, as the devolution 

settlement develops.5 The Bill includes provision for amending the functions of 

the Commission by regulation, and therefore allows for this. For example, once 

the fiscal rules and new fiscal framework are in place, it might be logical to add 

the function of assessing adherence to them. The OECD recommendations 

suggest that the mandate should be clearly stated in primary law, however, 

which strengthens the argument for amending the Bill before it becomes law. 

 

4.2  Taking the proposals in turn, we think that a role in assessing adherence to 

fiscal rules, for example, would be a sensible extension of the remit of the 

Commission. Assessment of mechanisms for adjusting the block grant would 

also be an appropriate function. We do not think that a charter for budget 

responsibility is a necessary requirement, in the context where Scotland still has 

its own fiscal framework that is consistent with and effectively fits within the 

overall UK framework. 

 

4.3  There may also be a role for the Scottish Fiscal Commission in scrutinising new 

policy proposals in tax and welfare for consistency in interactions with existing 

rules and proposed new ones. A further suggestion would be to consider 

whether the Commission should have the ability, where requested, to examine 

the results of consultations in relation to fiscal matters or to monitor the 

consultation process to ensure that due regard is given to the views of 

respondents where appropriate. 

 

4.4  There is however a balance to be struck here. While any one additional function 

may seem reasonable in isolation, the more that functions such as these are 

added, the more the Commission will  get drawn into matters that are inherently 

subjective and quite properly the matter of political, including party political, 

debate. Independent experts have an important role but so do elected 

politicians. 

 

 

5  Right of Access to Information 

The Committee would welcome views on: 

                                                
5
 The Scottish Government consultation on the Scottish Fiscal Commission indicated that this was the intention at 

paragraph 4.12 ff.: http://www.gov.scot/Publications/2015/03/1668 
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 is the right of access in the Bill robust enough? 

 is there a need to include a requirement for a MoU on the face of the 

Bill? 

 what principles should underpin the working arrangements between 

the Commission and the Scottish Government and other relevant 

public bodies? 

 the process and timings for the Commission’s engagement with the 

Scottish Government and how this should be set out in the MoU? 

 the process and timings for the Commission’s engagement with 

HMRC and the OBR and how this should be set out in the MoU? 

 

5.1  We think that the provisions setting out right of access to information in the Bill 

are robust enough. One possible addition might be to specify that relevant 

information should be provided to the Commission in a timely manner. 

 

5.2  It would seem sensible for there to be (MoU) between the Scottish Fiscal 

Commission and other public bodies, to reinforce the Commission’s right of 

access to information. The Commission may also need to work with and share 

aggregate data with UK institutions, including HM Revenue & Customs and the 

Office for Budget Responsibility. We think that it would be beneficial for joint-

working arrangements to be placed on a statutory basis. In particular, this might 

help to ensure co-ordination and prevent duplication of effort. 

 

5.3  It is important that the Commission is both independent in fact and seen to be 

independent. The principles underpinning working arrangements with the 

Scottish Government (and other public bodies) should reflect this. Equally, the 

process and timings of engagement should not compromise, or appear to 

compromise, the independence of the Commission. 

 

6  Appointment of Members and Staff 

The Committee would welcome views on whether:  

 the proposed appointment and removal procedures are adequate for 

ensuring the independence of Commission Members?  

 Ministers should determine the period of office of each Member or 

should it be specified in the Bill?  

 appointments should be for one fixed term or should there be an 

option for a further term?  

 should the Commission determine its own staffing arrangements on 

the basis of terms and conditions of employment agreed firstly with 

Ministers? 

 

6.1  For continuity purposes, we can see that it is reasonable for the existing 

membership to form the initial membership of the statutory Commission. Such 
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continuity may however lead to a perception that the initial members of the 

Commission are not fully independent. In general, however, the proposals for 

appointment, tenure and removal of members of the Commission appear 

reasonable. For example, there appear to be reasonable safeguards since the 

Scottish Ministers’ actions are subject to the approval of the Scottish Parliament. 

In addition, appointments will be subject to the Public Appointments and Public 

Bodies etc. (Scotland) Act 2003, which means that the OECD principles are 

likely to be adhered to when making appointments.6 

 

6.2  Section 13 provides for Scottish Ministers to appoint members for such periods 

as they may determine. The consultation document indicated that the intention 

is for terms of appointment to endure no longer than five years. We 

recommended that a maximum term length of five years should be referred to 

explicitly in the legislation.7 This is in line with the OECD recommendations that 

suggest term lengths should be specified in legislation.8 

 

6.3  We also think that the terms should provide for a member to be reappointed,9 

though we think only one reappointment (and so in normal terms a maximum of 

10 years) should be allowed. In order to establish continuity of membership, it 

might be helpful to have a set, standard term, but to have say half of the initial 

appointments for a longer period than this. Going forward, this would mean that 

changes in appointments would not all occur at the same time. We also draw 

attention to the OECD principles in this regard, in particular where these suggest 

that the leadership’s terms should be independent of the electoral cycle.10 

 

6.4  We think that the Commission should have the capacity, including sufficient 

ongoing funding, to employ staff, hire consultants (or sub-contractors), and 

commission reports by third parties and so on. This ability to both employ staff 

and sub-contract work will ensure flexibility, enabling the Commission to cope 

with spikes in demand for its resources and to have access to deep specialists 

on key areas when required.  

 

                                                
6
 Principle 2.6, 13 February 2014 - C(2014)17 - C(2014)17/CORR1 - Recommendation of the Council on 

Principles for Independent Fiscal Institutions: 
http://acts.oecd.org/Instruments/ShowInstrumentView.aspx?InstrumentID=301&InstrumentPID=316&Lang=en&Bo
ok=False 
7
 Paragraph 8.4, Scottish Fiscal Commission – CIOT comments (26 June 2015): 

http://www.gov.scot/Resource/0048/00484950.pdf 
8
 Principle 2.3, 13 February 2014 - C(2014)17 - C(2014)17/CORR1 - Recommendation of the Council on 

Principles for Independent Fiscal Institutions: 
http://acts.oecd.org/Instruments/ShowInstrumentView.aspx?InstrumentID=301&InstrumentPID=316&Lang=en&Bo
ok=False 
9
 Section 12 (3), Scottish Fiscal Commission Bill, SP Bill 8, Session 4 (2015) – this provides that Scottish 

Ministers may not reappoint individuals who are members or have previously been members. 
10

 Principle 2.3, 13 February 2014 - C(2014)17 - C(2014)17/CORR1 - Recommendation of the Council on 
Principles for Independent Fiscal Institutions: 
http://acts.oecd.org/Instruments/ShowInstrumentView.aspx?InstrumentID=301&InstrumentPID=316&Lang=en&Bo
ok=False 
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6.5  We think that the Commission should be able to decide the terms and 

conditions of employment, in agreement with Ministers. We think that the OECD 

principles should be kept in mind when drawing these up.11 

 

 

7  Resources 

The committee would welcome views on:  

 the overall costs set out in the FM;  

 the number of staff;  

 the remuneration and assumed time commitment of Commission 

members;  

 the likely costs of expanding the Commission’s role to include an 

assessment of key aspects of Scotland’s fiscal framework such as 

the Scottish Government’s adherence to fiscal rules. 

 

7.1  In order for the Commission to be credible and fulfil its functions properly, it is 

essential that it has appropriate resources, both in terms of finances and staff. It 

is also necessary to ensure that staff costs are commensurate with the 

experience and skills required. 

 

7.2  This is not our area of expertise and we make no further comment in this regard. 

 

8  The Chartered Institute of Taxation 

 

8.1  The Chartered Institute of Taxation (CIOT) is the leading professional body in 

the United Kingdom concerned solely with taxation. The CIOT is an educational 

charity, promoting education and study of the administration and practice of 

taxation. One of our key aims is to work for a better, more efficient, tax system 

for all affected by it – taxpayers, their advisers and the authorities. The CIOT’s 

work covers all aspects of taxation, including direct and indirect taxes and 

duties. Through our Low Incomes Tax Reform Group (LITRG), the CIOT has a 

particular focus on improving the tax system, including tax credits and benefits, 

for the unrepresented taxpayer. 

 

8.2  The CIOT draws on our members’ experience in private practice, commerce and 

industry, government and academia to improve tax administration and propose 

and explain how tax policy objectives can most effectively be achieved. We also 

link to, and draw on, similar leading professional tax bodies in other countries. 

The CIOT’s comments and recommendations on tax issues are made in line 

with our charitable objectives: we are politically neutral in our work. 

                                                
11

 Principles 2.5 and 2.6, 13 February 2014 - C(2014)17 - C(2014)17/CORR1 - Recommendation of the Council 
on Principles for Independent Fiscal Institutions: 
http://acts.oecd.org/Instruments/ShowInstrumentView.aspx?InstrumentID=301&InstrumentPID=316&Lang=en&Bo
ok=False 
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8.3  The CIOT’s 17,500 members have the practising title of ‘Chartered Tax Adviser’ 

and the designatory letters ‘CTA’, to represent the leading tax qualification. 

 

 

 

The Chartered Institute of Taxation 

12 November 2015 
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FINANCE COMMITTEE 

CALL FOR EVIDENCE ON SCOTTISH FISCAL COMMISSION BILL 

SUBMISSION FROM DR. ANGUS ARMSTRONG AND DR. KATERINA LISENKOVA 

 

Preamble 

We understand that the questions asked in this Call for Evidence are in relation to the 

Scotland Fiscal Commission Bill which is the responsibility of the Scottish Government. 

We recognise that the Scottish Fiscal Commission (SFC) is a fairly rare institution as it is 

an independent fiscal institution (IFI) operating at a sub-sovereign level. We welcome 

the intention to enhance the SFC’s status by putting it on a statutory basis. However, we 

wish to make clear that we do not agree that the best way to establish credibility is to 

have the SFC operate on an ‘independent scrutiny’ basis. First, we assume that this 

would be done by academics and in the media anyway. Second, given the uncertainty 

around any forecast the threshold reasonableness is too low or ‘unreasonable’ is too 

high. Third, it will be difficult for the SFC to establish credibility as it does not ‘own’ a 

forecast. Finally, fourth, it is unclear how an opinion adds to transparency. As a general 

point we do not accept that the appropriate governance of an IFI depends on the 

amount of tax and spending powers of the government. That is an issue of scope. The 

appropriate governance of an IFI is a function of how credible, transparent and effective 

the government intends the IFI to be.  

 

1. Forecasting tax revenues 

The Committee would welcome views on whether:  
 there is a need for independent forecasts in addition to the Scottish Government 

official forecasts?  
 the Commission should have the capacity and resources to make its own forecasts 

even if its role is to assess the official forecasts? 
 the Scottish Government forecasts should be subject to sensitivity analysis carried 

out by the Commission?  
 the Commission should be able to develop its own forecasting methods and 

analytical capacity in order to provide a benchmark set of projections?  
 

Comments: 

In our view the SFC’s role in preparing reports with the assessment of reasonableness is 

too narrow. Our preferred arrangement would be for the SFC to prepare its own 

independent forecasts both from revenue and expenditure sides, using inputs from the 

Scottish Government and civil servants and evaluating the fiscal consequences of their 

policy proposals. 
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Producing a forecast greatly adds to discipline. In our view, it is only by going through 

the full forecasting procedure that one really notices the quirks in data and difficulties. 

At the same time, if the final configuration is for the SFC to purely assess forecasts, we 

do not think that in this situation the SFC should produce a competing forecast. Its role 

would be unclear and this would create tensions between the SFC and the Scottish 

Government, which would have a negative effect on the ability of the SFC to effectively 

carry out its duties. Moreover, we doubt that this would add to the credibility of the SFC. 

It is not a question of which forecast turns out closer to the outturn – much can happen 

after the forecast. The credibility comes from the SFC being at a distance from those 

who have an incentive to bias the forecast.  

 

2. Role of the SFC Prior to the Publication of the Scottish Government Forecasts  

The Committee would welcome views on whether:  
 the Commission should exert significant influence over the forecasts at the same 

time as providing an assessment of their reasonableness?  
 the Commission should have a role throughout the year in scrutinising the Scottish 

Government’s work in developing models and methodologies to produce its 
forecasts?  

 the Commission should carry out its assessment of the Scottish Government 
forecasts either before or after publication?  

 the Commission should be required to send a copy of its report on its assessment of 
the forecasts to Ministers prior to publication and, if so, how far in advance?  

 

Comments: 

To be able to provide a well-informed assessment of the reasonableness of the forecasts, 

the SCF should have full access to the Scottish government’s models and methodologies 

throughout the year. And scrutiny/assessment should be a collaborative and iterative 

process. The SFC should continuously communicate with the Scottish government and 

civil servants to make its opinion as to methodology and assumptions known. 

Formally, the SFC should have enough time to evaluate the Government’s forecasts 

before they are delivered to Parliament and made public. After the publication this 

would place intolerable political pressure on the SFC and more likely to lead to 

suspicion rather than trust which is essential. To work out modalities, we recommend 

creation of a Forecast Liaison Group (as per the OBR MoU) headed by the SFC but 

involving the civil servants working on the forecast. We also believe that the SFC should 

be required to send a copy of its report to the Scottish Government prior to publication 

for Ministers to prepare their response. A decision about how far in advance should be 

agreed upon by the initial members of the SFC and the Scottish Government. 
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3. Additional Functions 

The Committee would welcome views on whether:  
 the Commission should have a wider role in assessing the sustainability of 

Scotland’s public finances such as adherence to fiscal rules and , if so, should the Bill 
be amended now to reflect this?  

 the Bill should be amended to include assessment of mechanisms for adjusting the 
block grant?  

 there should be a legislative requirement for the Scottish Government to prepare a 
charter for budget responsibility and the Commission should have a role in 
assessing adherence to the charter? 

 

Comments: 

In our view the SFC should have a wider role in assessing the sustainability of Scotland’s 

public finances. This will become more important as the process of fiscal devolution 

continues and the Scottish Government gets more powers. Moreover, we emphasises 

that the fiscal framework (yet to be decided) would benefit greatly from a single set of 

independent forecasts. As we mentioned above we would prefer the SFC to produce the 

fiscal forecasts rather than merely assess the reasonableness of forecasts.  

We would also add to the list of additional functions: assessment of adherence to fiscal 

rules, and medium-to-long term sustainability of public finances. Currently, a focus on 

the short-term prevents an assessment and mitigation of the impact of important 

factors that have long-run effects, such a demographic change. It is also more important 

to have a dynamic view in the light of the new borrowing powers. A dynamic view of 

public finances will also require the production of forecasts of the future block grant, 

based on the adjustment principle agreed by the Scottish Government and HM Treasury. 

We do not believe that it is for the SFC to assess the block grant – that is a political 

decision. We understand that any allocation on the basis of the formula will be remains 

under the Westminster government.  

It is important to future-proof the Bill as much as possible. We welcome the 

requirement for “affirmative procedure” to modify the functions of the SFC as a means 

to preserve its independence. Due to this, all currently envisaged functions should be 

included in the Bill from the outset. We also support the view that Parliament should be 

allowed to propose changes to the SFC functions.  

 

4. Right of Access to Information 

The Committee would welcome views on:  
 is the right of access in the Bill robust enough?  
 is there a need to include a requirement for a MoU on the face of the Bill?  
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 what principles should underpin the working arrangements between the 
Commission and the Scottish Government and other relevant public bodies?  

 the process and timings for the Commission’s engagement with the Scottish 
Government and how this should be set out in the MoU?  

 the process and timings for the Commission’s engagement with HMRC and the OBR 
and how this should be set out in the MoU?  

 

Comments: 

Cooperation and confidence between the SFC and the Scottish Government will be 

essential. Therefore, it is important to be as clear as possible from the outset about 

operational procedures. Taking into the account the important role of the MoU for the 

independence of the OBR, we would recommend a MoU be included in the Bill. 

Within the Fiscal Liaison Group (Chaired by the SFC) the key relevant public bodies 

ought to be included. It would be for the Liaison Group to set the time schedule for the 

SFC engagements with the relevant public bodies. The Head of the SFC would be 

required to report of a Parliamentary Committee to scrutinise the operation of the 

Fiscal Liaison Group. The SFC should have a right to request resources and, importantly, 

the right to access of relevant information and an explanation for any questions the SFC 

may have for making its judgement.  

We believe it is important to specify how the SFC forecast responsibilities will interact 

with the OBR responsibilities. The OBR forecasts are part of the UK economic 

framework. It is unreasonable for the SFC to produce a macroeconomic forecast for 

Scotland that is conflicting with the OBR forecast. Therefor we believe that SFC should 

take the OBR forecast as given. The SFC should have the right to an explanation of the 

OBR forecast and its implications for the Scottish economy. This can form a part of the 

MoU.  

 

5. Appointment of Members and Staff 

The Committee would welcome views on whether:  
 the proposed appointment and removal procedures are adequate for ensuring the 

independence of Commission Members?  
 Ministers should determine the period of office of each Member or should it be 

specified in the Bill?  
 appointments should be for one fixed term or should there be an option for a 

further term?  
 should the Commission determine its own staffing arrangements on the basis of 

terms and conditions of employment agreed firstly with Ministers?  
 

Comments: 
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We are not expert in the Public Appointment (Scotland) Act so we defer judgement. 

However, the success of the OBR depends heavily on the personalities chosen and this 

cannot easily be legislated for. First, we suggest that member of the SFC should not have 

had any supportive involvement with the Scottish Government. Second, the Chair must 

also be someone who can command confidence and cooperation with the Scottish 

Government. The SFC requires external credibility from independence but also 

cooperation with the authorities will be essential.   

The fixed term of office of members of the SFC should be specified in the Bill. It should 

fall outside of the electoral cycle overlapping consecutive administrations. We believe 

that there should be an option for a member to serve for two consecutive terms. The 

main reason for this is a small pool of people with sufficient level of skills. This has been 

raised as a concern for long-term success and sustainability of the OBR in the first 

external review of the organisation1. And in the case of Scotland the constraint could be 

more pressing. Two 5-year terms should be enough for a new generation of highly 

skilled fiscal professionals to emerge.  

We agree that the SFC should determine its own staffing arrangements subject to terms 

and conditions of employment agreed with the Scottish Government.  

6. Resources  

The committee would welcome views on:  
 the overall costs set out in the FM;  
 the number of staff;  
 the remuneration and assumed time commitment of Commission members;  
 the likely costs of expanding the Commission’s role to include an assessment of key 

aspects of Scotland’s fiscal framework such as the Scottish Government’s adherence 
to fiscal rules. 

 

Comments: 

The costs and staff and remuneration outlined in the FM appear satisfactory, assuming 

that the SFC will have the right to request resources, information and explanation for 

the purposes of carrying out its duties as described in question 4.   

 

                                                           
1
 Kevin Page (2014) “External review of the Office for Budget Responsibility”. 

23



 
 

Finance Committee 

Scottish Fiscal Commission Bill 

Joint submission from Professor Peter McGregor and Professor Kim Swales 

 

Fraser of Allander Institute, Department of Economics, University of Strathclyde  

We are strongly supportive of an independent Scottish Fiscal Commission, but 

believe that its remit should be expanded relative to that envisaged within the 

Scottish Government’s Bill. We respond to each of the Committee’s requests in its 

Call for Evidence below. 

Forecasting tax revenues 

Is there a need for independent forecasts? 

We believe that the provision of independent forecasts by the Commission would 

prove useful. The ability of the Commission to assess the Scottish Government 

forecasts/ projections would be significantly enhanced if it had the capacity to 

generate its own forecasts for comparative purposes. This is in line with much 

international practice, and where such fiscal bodies do not provide their own 

forecasts they typically have access to sufficiently detailed independent forecasts.  

However, at least in the shorter-term data limitations may limit the degree of 

sophistication that can reasonably be expected of forecasting models, which may be 

rather mechanistic, with little or even no modelling of behaviour. It would seem 

sensible perhaps to aim gradually to build internal forecasting/ analytical capability, 

perhaps involving a range of modelling approaches, reflecting different policy 

concerns and data availability and the parallel development of modelling expertise 

within the Office of the Chief Economic Adviser (OCEA).  

We are aware that Office of the Chief Economic Adviser (OCEA) is developing 

expertise in macro-econometric, micro-simulation,  computable general equilibrium 

(and, in the wider policy context, various energy system) models of the Scottish 

economy, and our view is that these models will enhance the Scottish Government’s 

understanding of the likely impact of its fiscal (and other) policies.1 To the extent that 

any subset of these models is ultimately employed to assist with system-wide 

forecasting of Government revenues and expenditures (most likely with the use of a 

macro-econometric model for short-term forecasting in the first instance) and 

become a key input into the Government’s fiscal projections, it would be helpful for 

the Commission to have the ability to run similar models in parallel. Indeed, ideally, 

                                                           
1
 Earlier evidence to the Committee identified the range of economic modelling of the Scottish economy being 

undertaken within the ESRC’s Future of Scotland and the UK pre and post referendum initiative, including our 
own CGE modelling.  
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models used by the Scottish Government would be available to external groups of 

researchers to use to assess the potential impact of alternative policies, for example. 

Alternatively, the Commission should at least have the ability to request the Scottish 

Government to conduct sensitivity analyses around its core projections (see below).  

As others have emphasised to the Committee the independence and neutrality of the 

Commission is crucial here, as is the transparency of the Government’s and/ or its 

own forecasting process.  

Having this ability would also, again in principle, provide the Commission with the 

capacity to explore the implications of alternative policies, so that the Scottish 

Government’s chosen position can be better assessed. We suspect that it is unlikely 

that the Commission’s remit will be modified to the extent of considering alternative 

fiscal policy stances, in which case there is an even greater need for additional 

independent external scrutiny, although we believe that such scrutiny will be 

valuable, regardless of the scope of the Commission’s activities (see our concluding 

paragraph). 

There are of course, real resource costs to providing forecasting capacity, and risks 

to the Commission’s credibility if forecast performance proves to be poor. If there 

were sufficiently detailed independent forecasts already produced for Scotland the 

Commission could perhaps use/ adapt these. (Certainly it could and should use 

whatever external forecasts are available to assist its judgements, and it intends to 

do so.) However, currently available forecasts are unlikely to provide sufficient fiscal 

detail for the Commission’s purposes. 

It may be reasonably argued that the capacity of the Commission should reflect the 

extent of the fiscal powers that the Scottish Parliament possesses. Given that, 

following the Smith Commission, the Scottish Government is shortly to enjoy 

significantly greater fiscal autonomy in addition to that already in the pipeline as the 

Scotland Act 2012 is fully implemented in April 2016, the case for a wider remit of the 

Commission is enhanced. In our view this is so even if the restriction on borrowing 

powers effectively rules out the “deficit bias” that has motivated the establishment of 

most fiscal councils. It is likely, in any case, that there will be continuing pressure for 

yet further fiscal autonomy even after the Bill currently being considered at 

Westminster is passed and its provisions implemented. 

Should the Commission have the capacity and resources to make its own 

forecasts even if its role is to assess the official forecasts? 

The current limitation on the Commission’s functions does reduce the potential 

benefits to independent forecasting activity (by, for example, precluding 

consideration of alternative policy stances), but again in the absence of other 

sources of sufficiently detailed forecasts/ projections, it probably remains desirable 

against the background of increasing fiscal autonomy. Even if the Commission’s role 

is initially restricted to assessing the official forecasts, its own forecasting ability, or 

25



 
 

the ability to require sensitivity analysis (see below) that it specifies around the 

Government’s core projections, would enhance its ability to subject official estimates 

to rigorous scrutiny.  

Should the Scottish Government’s forecasts be subject to sensitivity analysis 

by the Commission? 

We interpret “sensitivity analysis” here as potentially encompassing a wide range of 

possible activities, although, of course, the Bill will define the scope of such analysis 

(if the function of the Commission is extended in this direction at all).  

Ideally, the Commission should be in a position to provide, or require others to 

provide, sensitivity analysis. One form of sensitivity, that could be delivered 

automatically, would provide probability bands to projections. However, a second 

type of sensitivity would seek to explore the consequences of possible deviations 

from key assumptions embodied in the Government’s forecasts, relating to, for 

example, net migration flows. This would allow a more thorough ex ante evaluation 

of the SG’s own projections. This would represent a considerable extension to the 

proposed remit of the Commission, and one that we think would be desirable. 

If there was a shift in this direction there would clearly be a question regarding how 

wide the Commission’s activities should range (and there is, as previous evidence to 

the Committee has noted, a wide variety apparent among extant fiscal councils). The 

key issue here is that the focus of the Commission is currently fairly narrow (in 

common with many other fiscal councils). While the Scottish Government has a core 

purpose of increasing sustainable economic growth, this of course, encompasses a 

range of (potentially conflicting) policy objectives, among which the overall fiscal 

policy stance (as typically reflected in e.g. fiscal deficits and debt levels) – and the 

sustainability of fiscal policy - is only one. Clearly, a number of objectives may be 

impacted by fiscal policy, including economic growth, employment, equity and 

carbon emissions. It seems unlikely that the remit of the Commission will range that 

widely, but the issues are very important in any attempt to provide an overall 

assessment of fiscal (and other) policies.  However, the Commission could be 

required to report on these wider, and longer term, issues in a more informal way, 

simply to raise possible policy issues/ conflicts if they believe that they might arise. 

Even if further devolution were to continue to impose strict borrowing limits, to the 

point where any Scottish “deficit bias” is effectively precluded, many major fiscal 

policy issues remain (even given the common currency and UK-determined 

monetary policy). In particular, balanced budget fiscal changes allow considerable 

choice about the type of economy and society that we wish to establish. For 

example, the Scandinavian economies are often held up as an example that 

Scotland may wish to emulate (at least in terms of government expenditure levels), 

but even the Scotland Act 2012 (fully implemented from April 2016), would allow the 

Scottish Government actually to raise average income tax levels to Scandinavian 
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levels, and to use the increased tax revenues significantly to expand government 

expenditure. Of course, no political party in Scotland is currently proposing such a 

radical strategy, but it would be useful to explore the likely impact of such a change; 

or indeed of a movement in the opposite direction towards the low tax, low public 

spending Baltic economies.2 An explicitly interregional modelling approach can also 

be used to explore the complexity of implementing any “no detriment” condition given 

the presence of complex demand- and, in general, supply-side spillovers.3 While 

there has been considerable discussion around further fiscal autonomy, there has so 

far been little discussion as to how precisely these new powers might be used, and 

what the consequences of such choices are likely to be. 

While the institutional context, including any fiscal rules and the Commission itself, of 

course, imposes constraints on Scottish fiscal policy, very significant choices will 

remain, and might be usefully informed by wider economic analysis. How much of 

this analysis is (at least initially) undertaken by the Commission will be determined of 

course by the legislation. It seems certain, however, that the Commission’s function 

will not extend to attempting to provide wider evaluation of Scottish fiscal policy’s 

contribution to the Scottish Government goals.  

Should the Commission be able to develop its own forecasting methods and 

analytical capacity in order to provide a benchmark set of projections? 

Again, we would agree that this would assist the Commission’s assessment of 

Scottish Government projections, and many other fiscal councils have this capacity. 

Role of the SFC prior to the publication of the Scottish Government Forecasts 

We do not have strong views on the series of issues raised here. Our response 

would depend to a degree on the precise remit of the Commission, but we would 

generally be supportive of the Committee’s recommendations. 

Additional Functions 

Should the Commission have a wider role in assessing the sustainability of 

Scotland’s public finances such as adherence to fiscal rules and, if so, should 

the Bill be amended to reflect this? 

                                                           
2
 Illustrative analyses of a range of possible uses of potential devolved powers are provided in Patrizio Lecca, 

Peter McGregor and Kim Swales (2015) “Scotland’s fiscal choices post-referendum: powers, purpose and 
potential impact”, IPPI Occasional Paper, http://strathprints.strath.ac.uk/53565/ . Patrizio Lecca, Peter 
McGregor and Kim Swales (2015)  in “The Impact of enhanced regional fiscal autonomy: towards a 
Scandinavian model for Scotland”, IPPI Occasional Paper, University of Strathclyde (forthcoming),  explore the 
possible consequences of increasing average income tax rates to Scandinavian levels, and using the enhanced 
revenues to fund an expansion in government expenditure. 
3
 See Patrizio Lecca, Peter McGregor and Kim Swales (2015) “Scotland – no detriment, no danger: the impact 

of an interregional balanced budget regional fiscal expansion”, IPPI Occasional Paper, 
http://www.strath.ac.uk/media/cross-functional/sippi/No_detriment-no_danger_-
_Lecca,_McGregor,_Swales_-_Nov_2015.pdf . 
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While there is a variety of motivations for establishing fiscal councils, a key objective 

is to enhance the credibility of fiscal policy through provision of an independent 

monitoring function that reports, inter alia, on the sustainability of the current (and 

anticipated future) fiscal policy stance. Where fiscal rules are in place (so that the 

Commission itself is clearly not regarded as substituting for such rules), it would 

seem very strange indeed to have a Fiscal Commission that did not have such a 

role: it is a core function of most fiscal councils.  

The difficulties involved in assessing the sustainability of Scotland’s public finances 

will of course depend on what precisely is agreed about the extent of borrowing 

powers. However, even if these are limited, the Commission could be required 

report, perhaps more informally, on the longer-term sustainability of public 

expenditure programmes as a consequence of, for example, anticipated population 

changes. 

Importantly, the Commission should also provide independent guidance as to 

whether prevailing economic circumstances merit some deviation from the rules, and 

perhaps the extent of such deviation that it believes may be reasonable without 

prejudicing longer term fiscal sustainability.  

Accordingly, our view is that the Commission should have the role of assessing the 

sustainability of public finances and the Bill should be amended to reflect this. 

Should the Bill be amended to include assessment of mechanisms for 

adjusting the block grant? 

In view of the potential importance of the precise mechanism for adjusting the block 

grant, it would certainly be very useful to have some independent assessment of the 

alternatives. If the Commission has its own forecasting/ projection capacity, or was in 

a position to require others to provide appropriate analyses, it would be able to 

explore the consequences of acceptance of any particular adjustment mechanism as 

against potential alternatives. Once an agreed adjustment mechanism is in place, it 

would be helpful to monitor its impact.  

Should there be a legislative requirement for the SG to prepare a charter for 

budget responsibility and should the Commission have a role in assessing 

adherence to the Charter? 

This seems helpful given a general desire for transparency. 

Right of access to information 

Right of access is clearly central to the Commission being able to carry out its role 

effectively. Because of that it probably would be helpful to establish this on a 

statutory basis in a MoU. It may also be helpful, to facilitate transparency, that the 

basis of the working relationships be set out in a MoU. 
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Appointment of members of staff 

Our view is that: the proposed appointment and removal procedures are fit for 

purpose; ideally the Bill would specify periods of office; one fixed term is typical 

(although the need for staggering to ensure some continuity has already been 

noted); the Commission should definitely determine its own staffing arrangements on 

the basis of terms and conditions of employment agreed firstly with Ministers. 

Resources 

Not surprisingly, given the differences in the breadth and depth of their 

responsibilities, the resources used by fiscal councils around the world vary 

dramatically - and not necessarily in line with the size of the country – reflecting the 

differences in the breadth and the depth of their responsibilities. Adding in-house 

forecasting capability will add to costs, but the extent of this will depend on precisely 

what the Commission is expected to deliver (and the Government’s, and its own, 

choice of model(s)). This extension should also allow assessment of the Scottish 

Government’s adherence to fiscal rules. 

Wider policy assessment 

It seems unlikely that the Fiscal Commission’s remit will be extended very 

substantially to encompass assessment of the contribution of fiscal policies to 

Government objectives. The more restrictive the role of the Commission, the more 

important it will be to have additional scrutiny provided by external, independent 

researchers.  

There has never been a period in Scotland’s recent history where the need for 

independent analysis of Scottish economic policy has been more striking, and the 

scale of its likely impact on the Scottish people more important.  The ESRC has 

funded considerable relevant research activity under its Future of Scotland and the 

Rest of the UK pre and post Referendum Initiative, but securing external funding to 

support continuing, and wide-ranging, policy scrutiny is challenging. The Fraser of 

Allander Institute (FAI) remains committed to providing a source of independent 

commentary and analysis - as it has done over the 40 years since its establishment - 

together with our academic colleagues in the Centre for Constitutional Change, and 

others such as SPICE. It is essential, against the background of substantially 

enhanced fiscal autonomy, that Scotland maintains a critical mass of independent 

economic analysis that can complement the work of the Commission. 
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Finance Committee 

The Scottish Fiscal Commission Bill 

Submission from the Scottish Property Federation 

Introduction 

1. The Scottish Property Federation (SPF) is a voice for the property industry in 

Scotland.  We include among our members; property investors including major 

institutional investors, lenders, developers, landlords of commercial and 

residential property, and professional property consultants and advisers. 

 

2. The Scottish Parliament’s fiscal powers are growing and the requirement for 

scrutiny of Scottish Ministers’ decisions on taxation and other fiscal matters is 

increasingly important.  The property industry is at the forefront of industries 

directly affected by the new powers and we are keen to see effective scrutiny of 

the consequences of the government’s tax forecasting and its consequent 

decision-making.  In fact two of the current taxes considered by the non-statutory 

SFC relate to the property sector, being LBTT and non-domestic rates which is a 

tax based on commercial property rental values as assessed on the valuation roll 

and these are of course core determinants listed under the Bill as functions for 

the SFC. 

 

3. Our desire to see an effective and robust taxation scrutiny process is not confined 

to direct industry considerations.  With powers being devolved on income tax it is 

important for the economic competitiveness of Scotland that effective tax and 

finance scrutiny of Scottish Ministers’ decisions is assured for the parliament and 

the wider public.  We do not agree that this is assured merely by commenting on 

the ‘reasonableness’ of Scottish Government forecasting which appears to be 

suggested by the current draft of the Scottish Fiscal Commission Bill (s2).  In our 

view, the Bill has too narrow a view of the role of the SFC.  We argue below 

therefore that the SFC should be able to produce its own forecasts. 

 

4. We encourage the Finance Committee to consider the potential role of the SFC in 

a wider sense of the Scottish Government’s new fiscal powers.  The government 

is now able to raise capital via issuing bonds (within certain limits).  While this is 

currently restrained within certain limits set by the UK Parliament it is nonetheless 

a development that will bring the Scottish Government into contacts with the 

financial markets if used.  This process will bring greater scrutiny of the Scottish 

Government’s fiscal policy and credentials in a similar manner to that of the UK 

and other bond-issuing governments as the market prices the bonds that may be 

raised by the Scottish Government.   In this light the potential for the SFC’s role is 
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significant and important if it is to properly inform parliament and public about the 

efficacy of future Scottish Government tax forecasts.  It could be that this wider 

view of fiscal factors relevant to the increasing powers of the Scottish Parliament 

of the SFC might be delivered via s2(3). 

Forecasting tax revenues 

5. We believe that the SFC should have the freedom to produce independent 

forecasts.  This would be in line with the Office for Budget Responsibility.  It 

would be strange in a sense if the OBR could not produce its own forecasts – 

after all, the SFC will need to be developing its own assessments in order to 

compare Scottish Government forecasts and associated assumptions on market 

developments. 

 

6. The Committee has previously noted that it is important that the SFC is perceived 

to be independent of the Scottish Government.  This could be difficult to achieve 

without a means of producing and publishing its own independent forecasts.  If it 

is only able to verify Scottish Ministers’ assessments then it may be difficult to 

convince the wider world that it is truly an independent body.  It follows that SFC 

will need to develop some internal analytical capability in order to facilitate its own 

forecasts. 

 

7. We believe that the SFC needs to develop credibility and must become respected 

as an arm’s length body that can take a genuinely independent view of major 

areas of taxation including business rates, LBTT and in time, income tax.  We 

expand on our concerns about the current process for forecasting taxes in our 

comments in paragraph 9. 

Role of the SFC prior to the publication of the Scottish Government forecasts 

8. In the event that the SFC is so empowered, it is important that Ministers are able 

to consider any SFC forecasts ahead of the publication of their own forecasts.  

Parliament will wish to hear from Ministers directly what their view is of the SFC’s 

forecasts and therefore it is only right that Ministers should have the chance to 

consider SFC forecasts in advance. 

 

9. We would hope that the SFC will influence and advise the development of 

Scottish Government forecasting from the basis of its independence and 

expertise.  We wish to see the forecasting process develop and improve.  We 

believe this will be aided by the government and the SFC learning from each 

other’s assumptions and modelling.  In particular and in line with our comments to 

the earlier Scottish Government consultation of this year, we are keen to see 

more sophisticated tax forecasting that will take into account potential 

behavioural changes in the property markets as a consequence of changes to 

LBTT rates and thresholds in particular.  For example, although the decision over 
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rates and thresholds is of course a political decision to make, we feel that an 

independent forecast of the consequences of higher rates on pricing, transactions 

and consequent revenue would have helped with current LBTT forecasts, 

particularly for the higher value residential market. 

  

10. Although we have data only for the first six months of year of LBTT it is apparent 

that there is a significant difference in the returns for commercial and residential 

property under LBTT.  While commercial revenue appears to be broadly in line 

with expectations, residential revenue is significantly below the required trend to 

achieve the tax forecast of £235mn set by the Scottish Government. 

 

11. On NDRI (business rates) we suggest that there is a significant role for the SFC 

to play in verifying Scottish Government forecasts that will be aligned to the 

forthcoming revaluation (to take effect 1 April 2017).  We welcome strongly 

therefore the inclusion of this as a specific part of the Bill (s2(2a)).  There has not 

been a revaluation for seven years, dating back to the height of the previous 

property market.  Our members suggest there has been significant polarisation of 

the commercial property markets since this time and this will have a potentially 

significant influence on the distribution and forecast of future NDR poundage rate 

and subsequent NDR revenues.  NDRI will remain the second highest source of 

revenue for the Scottish Government after the transfer of income tax powers, 

beginning next April with SRIT) and therefore it is important that it forms a core 

part of the SFCs considerations.   

 

 

David Melhuish 

Director 

Scottish Property Federation 
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The Scottish Fiscal Commission (Scotland) Bill 

 

Submission from the Royal Society of Edinburgh November 2015 

 

Summary 

 

 In line with the Finance Committee’s recommendation, the RSE is firmly of the 

view that the Scottish Fiscal Commission (SFC) should be capable of producing 

its own independent fiscal forecasts in assessing the Scottish Government’s 

fiscal projections. In doing so, the SFC should have the freedom to develop its 

own framework of analysis, data sources and methodology. The SFC will need 

staff with expertise in data analysis, statistical modelling and econometrics. 

 

 The rationale for the establishment of the SFC is to strengthen independent 

scrutiny of Scotland’s public finances. If the SFC is expected to provide an 

independent assessment of the reasonableness of the Government’s forecasts, 

it is essential that it has no role in their production. In order to secure its 

independence and ensure transparency of process, the SFC should carry out its 

assessment of the Government’s forecasts after their publication. 

 

 The functions of the SFC should include assessing the performance of the 

Scottish Government against its fiscal targets and an assessment of the long-

term sustainability of the public finances. To enable this, the Government should 

prepare and submit a medium-term budget framework at the same time as it 

submits its draft annual budget bill. 

 

 The Government needs to improve the provision of fiscal data to ensure the SFC 

can fulfil its remit. The SFC Commissioners have stated that they do not have 

data to allow comparison between forecasts and actual outturn figures. This 

reinforces the need to develop in Scotland a framework for the collection and 

use of fiscal data. 

 

 In undertaking its work we would expect the SFC to take due cognisance of the 

UK-wide forecasts produced by the UK’s Office for Budget Responsibility (OBR). 

The SFC does not currently have access to data from HM Revenue & Customs 

(HMRC). The UK and Scottish Governments will need to address this so that the 

SFC has direct access to HMRC data. The SFC should have Memoranda of 
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Understanding with both the OBR and the HMRC for the sharing of information 

to enable it to fulfil its functions.  

 

 To minimise potential conflicts of interest and to enhance the SFC’s 

independence, the Bill would be strengthened by ensuring that a Commissioner 

may not at the same time serve as a member of the Scottish Government’s 

Council of Economic Advisers.  

 

 To provide clarity and transparency, the terms of appointment to the SFC should 

be clearly set out in the legislation as opposed to being left to the discretion of 

the Scottish Ministers. This is in line with the principles of the Organisation for 

Economic Co-operation and Development (OECD). It would be pragmatic to 

make provision to allow for Commissioners to serve for a second term. 

 

Introduction  

 

1. The Royal Society of Edinburgh (RSE) welcomes the invitation to respond to the 

Scottish Parliament Finance Committee’s scrutiny of the Scottish Fiscal 

Commission (Scotland) Bill. The Committee will be aware that the RSE has 

made a longstanding contribution to the debate around the provision of 

independent fiscal forecasting and analysis in Scotland. Most recently, the RSE 

responded1 in June 2015 to the Scottish Government’s proposals for putting the 

Scottish Fiscal Commission (SFC) on a statutory footing. 

 

2. We are pleased that a number of the suggestions we made for strengthening the 

Government’s legislative proposals have been adopted in the current Bill: 

 

 We were concerned that the provision in the draft Bill that the SFC must 

prepare such reports as the Scottish Ministers may from time to time require 

would compromise the Scottish Government’s stated intention to safeguard 

the independence of the SFC. We are pleased that the Government has 

removed this proposed reporting requirement from the current Bill.  

 

 We also responded by saying that the SFC should be required to prepare an 

annual report on its activities for laying before the Scottish Parliament. We 

note this provision has been introduced in section 8 of the Bill.  

 

 We recommended that the Government should set out arrangements for 

external independent evaluation of the SFC.  We therefore welcome the 

introduction of section 9 in the current Bill that the SFC’s performance must, 

at least once every five years, be externally reviewed.   

                                                           
1
 RSE submission to the Scottish Government’s consultation on the Scottish Fiscal Commission; June 2015 

https://www.royalsoced.org.uk/cms/files/advice-papers/2015/AP15_10.pdf  
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Forecasting tax revenues  

 

3. Section 2 of the Bill makes clear that the primary function of the SFC is to 

scrutinise, assess the reasonableness of and report on the Scottish 

Government’s devolved tax revenue forecasts and on the economic 

determinants underpinning Scottish Government non-domestic rate income 

(NDRI) forecasts.   

 

4. It is clear that the Scottish Government envisages a position where the SFC’s 

role is focussed on assessing and reporting on the forecasts prepared by the 

Government.  

 

5. In its recent Report on Scotland’s Fiscal Framework2, recognising the strong 

level of support among expert witnesses, including an RSE representative, the 

Finance Committee recommended that the draft Bill should be amended to 

ensure that the SFC is able to undertake its own forecasts.  

 

6. The RSE agrees with the Finance Committee. We are firmly of the view that the 

SFC should be able to originate its own independent forecasts of the future fiscal 

revenues and budgetary position in Scotland. The SFC should have the freedom 

to develop its own framework of analysis, data sources and methodology, in 

assessing the Scottish Government’s forecasts.  

 

7. Indeed, to fulfil its functions the SFC will need to be able to produce independent 

forecasts. For example, we envisage that the Scottish Parliament would look to 

the SFC to provide clarification on the level of certainty underlying the Scottish 

Government’s projected revenues from the new devolved taxes. It is likely that 

these various tax revenue projections will lie within a range (e.g. within a set of 

upper and lower values). Paragraph 9 of the Bill’s Explanatory notes states, “The 

Commission may, however, consider the effect of alternative forecasting 

assumptions or methodologies on revenue forecasts.” This indicates that the 

SFC will have the power to assess the impact on these projected revenues of 

changing the value of the underlying assumptions. It is difficult to conceive how 

the SFC would be able to carry out this impact assessment without it re-

forecasting the Government’s projections. Therefore, in order to provide a robust 

assessment of the Government’s projections, the SFC will need to be capable of 

producing its own fiscal forecasts independently of the Scottish Government. 

Without this empirical evidence, the SFC analysis and comment will be seriously 

undermined.   

 

                                                           
2
 Scotland’s Fiscal Framework; Scottish Parliament’s Finance Committee; June 2015 

http://www.scottish.parliament.uk/S4_FinanceCommittee/Reports/fir15-12w.pdf  
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8. It is paramount that the SFC be independent of government influence, and be 

seen to be so. This is required to ensure the reputation, impartiality and 

credibility of the SFC. The Scottish Government has made clear its aim to 

safeguard the independence of the SFC. However, some of the Government’s 

statements made in relation to the SFC’s functions would appear to be in tension 

with this. For example, in 2014 the Scottish Government was clear that it “agrees 

that the SFC should have no role in producing the original forecasts.” However, 

paragraph 16 of the Bill’s policy memorandum states that, “the remit enables the 

Commission to exert significant influence over the forecasts which underpin the 

Scottish Draft Budget.”  

 

9. The rationale for the establishment of the SFC is to strengthen independent 

scrutiny of Scotland’s public finances. It would be alarming if the SFC were to 

have a role in producing the same forecasts that it is tasked with assessing. We 

strongly agree with the Finance Committee that in order to preserve the SFC’s 

independence it is essential that it has no role in producing the Government’s 

forecasts if it is expected to provide an independent assessment of their 

reasonableness.  

 

10. We therefore support the legislative intention to ensure that the SFC is directly 

accountable to the Scottish Parliament for the delivery of its functions; not 

through Scottish Ministers. However, there needs to be clear and robust 

governance structures between the Commission and the Parliament to ensure 

that while being properly accountable to Parliament, the Commission’s work is 

not compromised. This approach also recognises the importance of ensuring the 

Commission’s freedom from political pressure while balancing this with an 

appropriate mechanism of accountability to assure its effectiveness and 

democratic legitimacy. 

 

11. In order to secure its independence and ensure transparency of process, the 

SFC should assess the Scottish Government forecasts after their publication. 

For the same reasons, we do not believe that the SFC should be required to 

send a copy of its report to the Government in advance of it being laid before the 

Scottish Parliament. Section 4 (3) of the Bill should therefore be removed.  

 

12. As with the relationship between the OBR and HM Treasury, we would expect all 

correspondence, meeting agendas and minutes between the SFC and the 

Scottish Government to be published on the SFC website.  

 

Assessing the long-term sustainability of the public finances  

 

13. The RSE has frequently raised concerns that the focus on short term priorities 

drives the Scottish budgetary process, arguing that this can restrict analysis of 

the long term outlook for public spending and revenues. The RSE therefore 
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agrees with the Finance Committee recommendation that the functions of the 

SFC should include assessing the performance of the Scottish Government 

against its fiscal targets and an assessment of the long-term sustainability of the 

public finances. While an assessment of the longer-term outlook will be 

inherently uncertain, it can help draw the attention of policy makers to long-term 

challenges.  

 

14. We are of the view that in enhancing its autonomy and expanding its current 

functions, consideration should be given to tasking the Commission with:   

 

a) reviewing the fiscal outlook for the government and the public;  

b) forecasting the future revenues likely to be available;  

c) estimating current structural imbalances; and  

d) estimating the likely consequences of current spending and taxation 

plans.  

 

15. This would be consistent with the Smith Commission recommendation that the 

Scottish Parliament should seek to expand and strengthen the independent 

scrutiny of public finances in Scotland in recognition of the additional variability 

and uncertainty that further tax and spending devolution will introduce into the 

budgeting process. However, the responsibility for the choice, design and 

execution of fiscal policy would remain firmly with the Scottish Government. 

 

16. In order to enable the SFC to undertake an assessment of the Scottish 

Government’s medium-term fiscal strategy, the Scottish Government should 

prepare and submit a medium-term budget framework at the same time as it 

submits its draft annual budget bill.3  

 

17. Given the need to ensure the impartiality of the SFC in any statements it makes 

on the ongoing sustainability of Scotland’s public finances, the Finance 

Committee might wish to consider whether the SFC should produce something 

akin to the OBR’s annual fiscal sustainability report. 

 

Fiscal rules  

 

18. As part of its remit the OBR has responsibility for monitoring compliance with the 

UK Government’s fiscal rules. It would therefore seem reasonable to accept that 

there is the need for an equivalent independent body (the SFC) to adopt a 

similar role in respect of monitoring adherence to the Scottish Government fiscal 

rules. This role is likely to be important to the Scottish Government and Scottish 

                                                           
3
 Independent Fiscal Institutions: International Experience and the Scottish Fiscal Commission; Report prepared 

for the Scottish Parliament’s Finance Committee; Ian Lienert; October 2015  

http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/SFC_IFIs_Lienert_Research

_Oct_2015.pdf  
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Parliament in relation to agreeing adjustments in the Barnett formula, seeking 

borrowing capacity and/or the further devolution of taxes.  

 

Right of access to information and data-related considerations 

 

19. In giving evidence to the Finance Committee in April4, the SFC Commissioners 

made clear that currently they do not have data to allow comparison between 

forecasts and actual outturn figures. Similarly, at the Finance Committee’s 

evidence session on 20 May, economists and public policy experts stated that to 

ensure that the SFC can fulfil its remit, the Scottish Government needs to 

improve the provision of fiscal data. We note that Audit Scotland has made 

similar comments. 

 

20. This reinforces the importance of developing a better understanding of data 

requirements and the need to sustain data collection over the long-term in order 

to derive trends from it. A framework for data provision will require to be 

appropriately resourced. Inevitably, as more powers are devolved to the Scottish 

Parliament, the more important it becomes to develop in Scotland a framework 

for the collection and use of fiscal data.  

 

21. Section 7 of the Bill states that the SFC should have a right of access at 

reasonable times to any relevant information that it may reasonably require for 

the purpose of performing its functions. We fully agree that the SFC should have 

full and unfettered access to Scottish Government data and to any related 

analysis or evaluations made elsewhere. 

 

22. The Scottish Government, Revenue Scotland, the Keeper of the Registers of 

Scotland and the Scottish Environment Protection Agency are listed on in the Bill 

as sources of relevant information for the SFC. We agree that the framework 

governing the working relationship between the SFC and these bodies be set out 

in Memoranda of Understanding (MoU). The MoU’s should be published.  

 

23. However, we note there are a number of notable bodies that are not listed on the 

face of the Bill. We would expect the SFC to take due cognisance of the UK-wide 

forecasts produced by the OBR. In addition, we note that the SFC 

Commissioners have stated that they do not currently have access to data from 

HM Revenue & Customs (HMRC). Given that the Scottish Parliament will have 

devolved responsibility for the Scottish rate of income tax from April 2016, with 

further responsibility for income tax expected to be delivered through the 

Scotland Bill, it will be necessary for the Scottish and UK Governments to 

address this so that the SFC has direct access to HMRC data. We would expect 

                                                           
4
 Scottish Parliament Finance Committee; Official Report; 1 April 2015 

http://www.scottish.parliament.uk/parliamentarybusiness/report.aspx?r=9895&mode=pdf  
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the SFC to have Memoranda of Understanding with both the OBR and the 

HMRC for the sharing of information to enable the SFC to fulfil its duties.  

 

Appointment of Members 

 

24. In order to provide flexibility and recognising that the Commission’s functions are 

expected to expand over time, we are content with the proposition that the 

Commission should comprise of a chairing member and between two and four 

other members.  

 

25. We are of the view that in minimising potential conflicts of interest and in order  

to enhance the SFC’s independence, the Bill would be strengthened by ensuring 

that a Commissioner may not at the same time serve as a member of the 

Scottish Government’s Council of Economic Advisers.  

 

26. The Scottish Government’s consultation proposed that members of the SFC 

would be entitled to a fee. The RSE agreed that Commissioners should receive a 

daily fee reflecting the public service nature of the work. We are content with the 

proposal that Commissioners are remunerated in line with the Public Sector Pay 

Policy for Senior Appointments.  

 

27. The Financial Memorandum assumes a time commitment of 1.5 days per week 

for each Commissioner. However, if the SFC is to have a role in assessing the 

performance of the Scottish Government against its fiscal targets and providing 

an assessment of the long-term sustainability of the public finances, as we 

believe it should, then it is highly likely that it will require Commissioners to 

dedicate more time to the SFC. Similarly, with the anticipated devolution of 

further powers to Scotland, it can be assumed that the Commission’s workload 

will expand.  

 

28. In this context we note that in its Principles for Independent Fiscal Institutions 

(IFI), the Organisation for Economic Co-operation and Development (OECD) 

recommends5 that the position of head of the IFI should be a remunerated and 

preferably full-time position. In his commissioned analysis for the Finance 

Committee, Ian Lienert6 indicates that given their oversight and public relations 

responsibilities, the SFC chairperson should be at least 50% full-time equivalent.  

 

29. The OECD principles are also instructive in relation to terms of appointment, 

where principle 2.3 makes clear that term lengths and the number of terms that 

IFI members may serve should be clearly specified in legislation. However, 

section 13 of the Bill states that the Scottish Ministers will determine lengths of 

                                                           
5
 Principle 2.4 http://www.oecd.org/gov/budgeting/OECD-Recommendation-on-Principles-for-Independent-

Fiscal-Institutions.pdf  
6
 Ibid. 3 
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membership.  To provide clarity and transparency, we believe that the terms of 

appointment should be clearly set out in the legislation as opposed to being left 

to the discretion of the Scottish Ministers. We are also of the view that it would 

be sensible to make provision to allow for Commissioners to serve for a second 

term. 

 

Staffing and Resources 

 

30. In evidence7 to the Finance Committee, the OECD emphasised that the 

resources allocated to the SFC must be sufficient and sustainable to allow it to 

fulfil its remit in a credible manner. 

 

31. In order that it can undertake its own fiscal forecasts, staff with expertise in data 

analysis, statistical modelling and econometrics will be needed.  

 

32. We understand that in its first year of operation in 2014-15, the SFC was 

allocated a budget of £20,000. In response to the Scottish Government 

consultation we commented that this would have to increase significantly if 

Commissioners are to be remunerated and to enable the SFC to employ even a 

minimal level of staff support. The Financial Memorandum states that the 

Scottish Government’s estimated recurring costs for the operation of the SFC 

are £850,000 per annum from 2017-18.  

 

33. We note from Lienert’s analysis of international IFIs, that the proposed annual 

budget for the SFC should allow for reasonable flexibility in the way it structures 

its operations and staffing. The operation of the SFC will of course need to be 

kept under review by the Parliament and changes to its functions and scope of 

activities may need to be reflected in subsequent budgetary allocations.  

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
7
 Report on proposals for a Scottish Fiscal Commission; Scottish Parliament Finance Committee; 7 February 

2014  

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/72938.aspx 
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Additional Information 

 

This Advice Paper has been signed off by the RSE General Secretary. 

 

In preparing this Advice Paper we would like to draw attention to the following RSE 

responses which are relevant to this subject: 

 

 The Royal Society of Edinburgh’s response to the Scottish Government’s 

Consultation on the Scottish Fiscal Commission (June 2015)  

 

 The Royal Society of Edinburgh’s response to the Scottish Parliament’s Finance 

Committee Inquiry into Scotland’s Fiscal Framework (April 2015)  

  

 The Royal Society of Edinburgh’s response to the House of Commons 

Constitution and Political Reform Committee on Scotland in the United Kingdom: 

An Enduring Settlement – Draft Scotland Clauses 2015 (February 2015)  

 

 The Royal Society of Edinburgh’s response to the House of Commons 

Constitution and Political Reform Committee on Scotland in the United Kingdom: 

An Enduring Settlement – Draft Scotland Clauses 2015 (February 2015)  

 

 The Royal Society of Edinburgh’s response to the Scottish Parliament’s Finance 

Committee on proposals for an independent fiscal institution in Scotland 

(September 2013)  

 

Any enquiries about this Advice Paper should addressed to Mr William Hardie 

(email: evidenceadvice@royalsoced.org.uk). 

 

Responses are published on the RSE website (www.royalsoced.org.uk).  

 

The Royal Society of Edinburgh, Scotland's National Academy, is Scottish Charity 

No. SC000470 
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CONSULTATION QUESTIONS 
 
Q1: What are your views on the proposal to establish the Commission as a 
separate part of the Scottish Administration, and therefore directly 
accountable to the Scottish Parliament rather than through Scottish Ministers? 
 
CIPFA supports the objective of establishing the Fiscal Commission as an 
Independent body accountable to the Scottish Parliament rather than 
directly to Scottish Ministers. 
 
Accountability to Parliament supports the primary role of a legislature in 
scrutiny of the Governments legislative proposals, in this case the budgets 
and forecasts of tax revenues and other further powers that will be devolved 
to the Scottish Government in the future. 
 

 
Q2: What are your views on the proposed statutory functions of the 
Commission? 
 
CIPFA note that in two areas in particular the proposed statutory powers 
should be strengthened or augmented: 
 
Firstly, in relation to borrowing, we would advocate that the statutory powers 
here should be expanded from projections of borrowing requirements to 
assessments of the sustainability, affordability and prudence of the Scottish 
Government’s Borrowing.  Further we believe that it would be appropriate to 
link this to total Scottish Public Sector Borrowing, including Local 
Government (see Q4 below).  
 
CIPFA has previously supported the recommendation of the Smith 
Commission1 on the merits of a prudential borrowing regime for 
Government borrowing.  CIPFA believes that effective management and 
scrutiny of borrowing powers goes beyond just projections of the borrowing 
requirement.  Therefore it is relevant to consider expanding this area of the 
fiscal commission’s powers to adequately cover the financial risks, other 
treasury management risks and value for money aspects of Government 
borrowing. This will be particularly relevant should the Scottish Government 
borrow from sources other than the UK Central Government. 
 
Secondly, CIPFA notes that the proposed bill does not require the Fiscal 
Commission to explicitly produce its own forecasts and that its primary role 
is to provide independent scrutiny of tax forecast and other fiscal projections 
prepared by Scottish Ministers.  In order to effectively inform the Scottish 
Parliament in its scrutiny role, the assessment of Government forecasts and 
projections would be improved by being compared and set in context with 
other possible outcomes.  In other words, a process of subjecting the 
forecasts to a form of sensitivity analysis.  In doing this, the Fiscal 
Commission would need to make forecasts of its own.  CIPFA considers 

                                                 
1 The Smith Commission Report, paragraph 95 (5) (b) http://www.smith-commission.scot/wp-
content/uploads/2014/11/The_Smith_Commission_Report-1.pdf 

CIPFA's submission for the Consultation on the Bill 
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that the actual process and output of assessment should be considered to 
ensure that the Fiscal Commission fully supports the Scottish Parliaments 
scrutiny function and addresses assessment of financial risk and sensitivity 
to change.  The process and output of assessment by the Fiscal 
Commission can be covered in a memorandum of understanding, 
augmenting the legislation, between the Scottish Parliament and the 
Commission rather than through primary legislation. 
 

 
Q3: Are there any other statutory functions which the Commission should 
be required to perform? 
 
Should borrowing arrangements be placed under a prudential regime, 
CIPFA would support the inclusion of assessment of a range of supporting 
prudential indicators being included in the Scottish Ministers forecasts and 
that such measures are also subject to assessment by the Fiscal 
Commission.  For example, if Scottish Ministers were to set their own 
affordable borrowing limit under a prudential regime, the Fiscal Commission 
would assess the basis and assumptions underpinning the view on 
affordability. 
 

 
Q4: What are your views on the proposed future functions of the 
Commission? 
 
CIPFA supports the development of a Scottish Balance Sheet as part of an 
improved financial management control and reporting framework2 to 
underpin the financial management of a Scottish Government with 
increased fiscal powers.  In that context, providing the Fiscal Commission 
with the powers to assess the Forecast Balance Sheet and impact of 
medium term financial plans will become an important element of effective 
scrutiny.  The proposed Balance Sheet for Scotland would be at a whole of 
public sector level including Local Government.  CIPFA views this as a vital 
tool to support performance against any fiscal rules and fiscal mandate that 
the Scottish Government puts in place under its fiscal framework. 
 

 
Q5: What are your views on the proposals set out in the draft Bill for the 
appointment, tenure and removal of members of the Commission? 
 
CIPFA supports the process for appointment of members of the 
Commission, including the safeguard of appointment only if the Parliament 
has approved the appointment. 
 
CIPFA would suggest that maintaining continuity and experience within the 
Commission during the medium term financial planning cycle, or normal 
spending review timeframe, at a minimum or the life of a Parliament to be 
appropriate for tenure.  CIPFA also supports the position of staggered 

                                                 
2 CIPFA, Scotland Future in the Balance: http://www.cipfa.org/policy-and-guidance/reports/scotlands-future-in-
the-balance 
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appointments in order to mitigate a majority of members leaving at one time. 
 

 
Q6: What are your views on the provisions of the draft Bill for the staffing 
and funding of the Scottish Fiscal Commission and other administrative 
matters? 
 
CIPFA considers that appropriate funding and staffing arrangements are 
proposed.  These include the recognition of potential for increased 
resources as the devolved fiscal arrangements for Scotland increase.  
 

 
Q7: What are your views on the provisions of the draft Bill intended to 
safeguard the independence of the Commission?  Are there any additional 
safeguards which you think should be added to the proposed legislation or 
which should operate on a non-legislative basis? 
 
CIPFA considers that the provisions contained within the proposed bill 
provide for safeguarding the appropriate level of independence of the Fiscal 
Commission. 
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Finance Committee 
 

29th Meeting, 2015 (Session 4), Wednesday, 18 November 2015 
 

Draft Budget 2016-17: Revenue Scotland 
 
Purpose 

1. The purpose of this paper is to set out some background information in 
relation to the Committee’s evidence session with Revenue Scotland. 

2. The Convener wrote to the Chief Executive of Revenue Scotland on 26 
August 2015 seeking “an update…on the performance of Revenue Scotland 
in administering and collecting the devolved taxes since 1 April 2015.” 
Specifically, the Committee asked for— 

 provision of the latest outturn figures;  

 level of compliance activity and details of compliance yield;  

 an update on staffing levels and running costs;  

 details of performance against the Adam Smith principles and your 
strategic objectives as set out in the Revenue Scotland corporate plan.  
 

3. The Chief Executive of Revenue Scotland responded to the request on 
30 October 2015. Her response is attached as an annexe. 

Outturn figures 

4. The letter provides outturn figures for the first six months’ operation of 
the Land and Buildings Transaction Tax (LBTT) from April to September. As 
the aggregated figures are published monthly, in the third week of the month, 
these data are the most up-to-date figures available. 

5. Revenue Scotland’s published outturn figures show that the following 
sums have been collected during the first six months of LBTT’s operation— 

 
Total Tax Received (April to 

September 2015) (£m) 

All Notifiable Transactions 183 

Notifiable Residential Transactions 96.2 

Notifiable Non-Residential Transactions 86.6 

 
6. In a letter dated 22 January 2015 (also attached), the Deputy First 
Minister set out his forecasts for the revenue expected to be raised from LBTT 

1

http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/20150827_Convener_letter_to_RevScot.pdf
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in 2015-16 (updated to reflect changes to the rates and bands announced 
earlier that month). The revised forecasts (for the full year) were as follows— 

 
Scottish Government forecast of 
LBTT revenues in 2015-16 (£m) 

All Notifiable Transactions 381 

Notifiable Residential Transactions 235 

Notifiable Non-Residential Transactions 146 

 
7. The Revenue Scotland letter also provides outturn figures for the first 
three months’ operation of the Scottish Landfill Tax in which £37.4m was 
collected. Aggregated figures on Scottish Landfill Tax are published quarterly 
in arrears, in the second month of the following quarter. The letter states that 
“Returns for SLfT for the second quarter of 2015-16, up to the end of 
September, are due by Friday 13 November.” The second quarter’s outturn 
figures are therefore not yet available. 

8. The Government forecast for expected Landfill Tax revenue over the full 
year was £117m. 

Conclusion 

9. The Committee is invited to consider the above in taking evidence from 
Revenue Scotland. 

 
Alan Hunter 

Assistant Clerk to the Committee 
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Eleanor Emberson 
Chief Executive 

Revenue Scotland 
PO Box 24068, Victoria Quay  

Edinburgh, EH6 9BR 
info@revenue.scot  
www.revenue.scot 

    
 

30 October 2015
 
Kenneth Gibson MSP    
Convener, Finance Committee      
The Scottish Parliament    
Edinburgh   
EH99 1SP   
 
Finance.committee@scottish.parliament.uk    
 
 
 
Dear Mr Gibson 
 
ADMINISTRATION OF THE DEVOLVED TAXES – UPDATE FROM REVENUE SCOTLAND 

 
1. This letter provides an update on the performance of Revenue Scotland in administering 
and collecting the devolved taxes since 1 April 2015, as requested in your letter of 27 August.   
 
General Update 
 
2. The first and most important point is that, since my previous report to the Committee 
on 27 February 2015, Revenue Scotland started its collection of both Land and Buildings 
Transaction Tax (LBTT) and Scottish Landfill Tax (SLfT) on time and in line with the legislation.  
You will see from the statistics included in this report that we receive more than 97 per cent of 
our tax returns online, well above our first-year target of 90 per cent.   
 
3. Our working relationships with Registers of Scotland (RoS) and the Scottish Environment 
Protection Agency (SEPA) continue to be extremely effective.  RoS staff are processing paper 
returns and cheque payments on behalf of Revenue Scotland, and drawing real-time 
information about the submission of LBTT returns from the Revenue Scotland system to ensure 
that tax returns have been made before title is registered.  SEPA has a tax team working with 
Revenue Scotland on SLfT compliance, and we have the benefit of all their environmental 
expertise in dealing with a complex tax.  We meet RoS and SEPA quarterly to review progress 
under the Memoranda of Understanding.   We also maintain a good working relationship with 
HMRC and continue to liaise with them on topics of joint interest at a local and national level. 
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Latest Outturn Figures 
 
4. You asked in your letter for the latest outturn figures.   The most recent figures from our 
monthly LBTT and quarterly SLfT statistical releases are shown at Annex A.  Returns for SLfT for 
the second quarter of 2015-16, up to the end of September, are due by Friday 13 November. 
 
5. Up to the end of September, more than £180m of LBTT has been collected.  There is a 
transitional effect in the very early figures for LBTT which reflects the timing of returns.  
Taxpayers are required to submit their return within 30 days of the effective date of the 
transaction, so although some returns are submitted very quickly on or after the effective date, 
some returns can be up to a month later than the transaction to which they refer.  During April, 
therefore, Revenue Scotland collected a lower-than-usual amount of LBTT, and HMRC was still 
collecting Stamp Duty Land Tax in April for some transactions which took place in March. 
 
6. SLfT for the first quarter of 2015-16 was £37.4m, net of £1.8m of contributions to the 
Scottish Landfill Communities Fund. 
 
Set-up and Operating Costs and Staffing Levels 
 
7. You asked for information on costs and staffing levels.  Annex B sets out figures for costs 
for 2014-15 and 2015-16 compared to the figures I set out for those financial years in my 
previous report to the Committee in February 2015.  Annex C sets out total set-up costs for 
Revenue Scotland, again compared to the estimates provided previously in February 2015.   
 
8. There are a few points that it may be worth noting on these figures:   
 

 The total set-up cost for Revenue Scotland and collection of LBTT and SLfT is £5.5m.  This 
compares to my estimate of £6.3m in February 2015. 

 Staff costs for set-up in 2015-16 turned out to be £378k, when I had estimated £770k in 
my report to you in February 2015.  The cost was lower as staff involved in the setting 
up of Revenue Scotland completed their work earlier than I had estimated and were 
then quickly able to find work elsewhere.  We are now beginning work to plan for 
collection of air passenger and aggregates taxes in Scotland and are using the 
underspend on the previous set-up costs this year to fund the early work on the new 
taxes. 

 Staff costs for Revenue Scotland operations for 2015-16 are projected to be around 
£227k higher than I had estimated in February, due to a combination of increasing the 
capacity of the team to prepare for introduction of new taxes and some staff costs 
turning out to be higher than originally estimated.    

 The planned transfer of £275k from HMRC will most likely take place in the Autumn 
Budget Revisions. 

  
9. The comparison between costs and revenues is also important.  The £5.5m set-up cost 
for the devolved taxes and the total operating cost for 2015-16 of £3.8m were covered in full by 
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LBTT collected between 1 and 17 April.  Operating costs for 2015-16 are 0.76 per cent of the 
£498m tax revenue forecast.   
 
10. I have not included any figures for operating costs in 2016-17 or later years, as these will 
be subject to the outcome of the Spending Review.  We are too early in the planning work for 
the implementation of new taxes to be able to give the Committee robust estimates of set-up 
cost, but the work going on now alongside policy development will inform the estimates which 
will be provided to the Committee for scrutiny along with further tax legislation. 
  
11. The table at Annex D shows an up-to-date organogram for Revenue Scotland, covering 
both operational staff and the small group who are doing the early work on setting up the new 
taxes.  
 
Level of Compliance Activity and Details of Compliance Yield  
 
12. The diagram at Annex E shows the range of activity that falls under the general heading 
of ‘Compliance’. In all of our compliance work, we remain very alert to the possibility of tax 
avoidance but, as yet, have not had to use the powers available under the General Anti-
Avoidance Rule. 
 
13. A significant proportion of our compliance staff’s time is taken up in ‘taxpayer-initiated’ 
work, where taxpayers have requested a Revenue Scotland opinion on an area of uncertainty, 
have applied to defer the payment of LBTT or have applied for a pre-liability approval on SLfT.   
 
14. We have run a number of risk assessment profiles on returns received which help 
highlight returns into which it may be appropriate to enquire or where further information is 
required.  Some of our risk assessment is informed by intelligence received.  Risk profiles also 
flag up cases where it appears there has been a more straightforward error, often in the 
calculation of tax compared to consideration declared. We undertake ‘early interventions’ to 
resolve these apparent errors primarily by asking taxpayers to amend their returns to correct 
the apparent error and this work has ensured payment of significant additional tax. 
 
15. We have initiated a programme of information requests where we consider there may 
be something wrong with a return, but require further information to establish the correct 
position.  Some of these have resulted in additional tax being paid and some have led to formal 
enquiries.  We currently have a small number of formal enquiries open covering both LBTT and 
SLfT taxpayers.   
 
16. Our compliance work has been initiated in stages: for instance, some taxpayer-initiated 
compliance work was underway before 1 April, but we have only relatively recently opened the 
first formal enquiries.  No formal enquiries have been concluded and we have not as yet been 
involved in any criminal prosecution.   
 
17. We have investigated the application of penalties and interest for some late returns and 
payments, and reviewed reasons given for delays in a sample of cases.  It is not unusual to grant 
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a grace period to taxpayers and their agents when introducing new taxes or systems.  In the 
interests of equity and certainty, the Revenue Scotland Board concluded that we should make a 
firm statement about the application of penalties and interest from a given date, and this was 
done on 1 October.  We will apply penalties and interest for returns and payments due on or 
after 1 October which come in after their due dates.   
 
18. We are taking a cautious approach to the measurement of compliance yield, so we are 
counting the additional tax only where we can directly link payment to action taken by Revenue 
Scotland.  We are also measuring yield only at the time that the tax return is made reflecting 
additional tax resulting from our compliance work – so where we are taking actions now, for 
instance on SLfT pre-liability approvals, that we expect will lead to additional tax being collected 
in future years, we are not counting that additional tax as part of our compliance yield at this 
stage.  To date, our debt management team has brought in £155k of tax that was not paid 
following simple reminders, and additional compliance yield of £135k has been generated from 
a combination of response to taxpayer-initiated issues, early interventions and information 
requests.  Based on the work we have in hand and our experience to date, we estimate that we 
may generate between £800k and £1.5m of compliance yield in total by the end of this financial 
year and £3m to £4.5m in 2016-17 if we are able to retain the specialist compliance posts which 
were initially included in our staffing plans for one year only.  We estimate that those posts 
should bring in between £2m and £3m of compliance yield during 2016-17. 
 
Performance against Adam Smith Principles and Strategic Objectives  
 
19. We publish data on a range of our Key Performance Indicators (KPIs) quarterly, and the 
latest data are at Annex F.  It may be helpful to compare this to the Strategy Map from the 
Revenue Scotland Corporate Plan, included for reference at Annex G, which shows how these 
KPIs align to the Adam Smith Principles and the Strategic Objectives.  There are several further 
KPIs where data will only be collated and published annually, and we will publish that 
information in our Annual Report during 2016.   
 
20. Decisions have still to be taken on targets for three KPIs.  On one of those, relating to 
the resolution of disputes, we shall have to wait until we have some experience of dispute 
resolution before it can be considered.  For the KPIs on call waiting times and response to 
taxpayer correspondence, we had indicated that a decision would be taken after Q1 but, in 
practice, found that it would be helpful to have a little more data before asking the Revenue 
Scotland Board to take a decision on targets in these areas.  The Board will consider KPIs on call 
waiting times and response to correspondence before March 2016 so that targets can be set for 
2016-17.  
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21. I hope this information is helpful to the Committee.  Dr Keith Nicholson, Chair of 
Revenue Scotland, and I look forward to discussing it with you on 18 November. 
 
Yours sincerely, 

 
 
 
 

Eleanor Emberson 
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Annex A: Latest outturn figures  
 
Land and Buildings Transaction 

  
Tax Monthly Statistics - September 2015 

 

      Table 1: All Notifiable Transactions 
 

  

  
Returns 

Received1 
Total Tax 

Liabilities2 

Total Tax 
Received by 5th 
Working Day of 

Following 
Month3 

Total tax 
Received By 

Month To Date4 
 Apr-2015P C7,490 £17,900,000 £17,700,000 £17,900,000 
 May-2015P C8,620 R£24,100,000 £23,900,000 £24,100,000 
 Jun-2015P C10,980 R£32,400,000 £32,200,000 £32,300,000 
 Jul-2015P C10,910 £37,500,000 £37,100,000 £37,500,000 
 Aug-2015P C10,440 R£37,000,000 £37,100,000 £37,000,000 
 Sep-2015P 10,010 £34,400,000 £34,200,000 £34,200,000 
   

         
 1

: All valid returns received during the stated month. 
  2

: Total self-reported tax due on returns received during the stated month. 
 3

: Total payments received by the 5th working day of the following month, where the return to which they  

    relate was received during the stated month. 
  4: Total payments received by date of data extraction relating to returns received during the stated month. 

P
: Provisional 

     R
: Revised 

     C
: Corrected 

     

      

      Table 2: Notifiable Residential Transactions 
   

 

  

Residential 
Returns 

Received1 

Total 
Residential 

Tax 
Liabilities2 

Total 
Residential Tax 

Received By 5th 
Working Day of 

Following 
Month3 

Total Residential 
Tax Received By 
Month To Date4 

 Apr-2015P C6,880 £7,000,000 £6,900,000 £7,000,000 
 May-2015P C7,810 £11,400,000 £11,400,000 £11,400,000 
 Jun-2015P C10,030 £18,500,000 £18,400,000 £18,500,000 
 Jul-2015P C9,940 £19,400,000 £19,200,000 £19,400,000 
 Aug-2015P C9,540 £21,400,000 £21,300,000 £21,400,000 
 Sep-2015P 9,040 £18,700,000 £18,500,000 £18,500,000 
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 1

: All valid residential returns received during the stated month. 
  2

: Total self-reported tax due on residential returns received during the stated month. 
 3

: Total payments received by the 5th working day of the following month, where  the return to which  

    they relate was received during the stated month. 
  4

: Total payments received by date of data extraction relating to returns received during the stated month. 
P
: Provisional 

     C
: Corrected 

     

      

      Table 3: Notifiable Non-Residential Transactions 
   

 

  

Non-
Residential 

Returns 
Received1 

Total Non- 
Residential 

Tax 
Liabilities2 

Total Non-
Residential Tax 

Received By 5th 
Working Day of 

Following 
Month3 

Total Non-
Residential Tax 

Received By 
Month To Date4 

 Apr-2015P C610 R£10,900,000 £10,800,000 £10,900,000 
 May-2015P C810 £12,600,000 £12,500,000 £12,600,000 
 Jun-2015P C950 R£13,800,000 £13,800,000 £13,800,000 
 Jul-2015P C970 £18,100,000 £18,000,000 £18,100,000 
 Aug-2015P C900 R£15,500,000 £15,800,000 £15,500,000 
 Sep-2015P 970 £15,800,000 £15,700,000 £15,700,000 
 

                
 1

: All valid non-residential returns received during the stated month. 
 2

: Total self-reported tax due on non-residential returns received during the stated month. 
3
: Total payments received by the 5th working day of the following month, where  the return to which  

    they relate was received during the stated month. 
  4

: Total payments received by date of data extraction relating to returns received during the stated month. 
P
: Provisional 

     R
: Revised 
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        Scottish Landfill Tax Statistics 
      April to June 2015 

       

          Table 4: Quarterly SLfT Statistics 
             

  

Returns 
Received

1 Total Sites 
Total Tax 

Declared Due2 

Total Payments 
Received by 44th 

day3 

Total 
Payments 

Received to 
Date4 

Total of 
Scottish 
Landfill 

Communitie
s Fund 

Payments5 

Total 
Standard 

Rate 
Tonnage

6 

Total 
Lower 

Rate 
Tonnage

6 

Total 
Exempt 

Tonnage
6 

Apr-Jun 
2015P 34 51 £37,400,000 £37,300,000 £37,400,000 £1,800,000 472,900 270,300 297,700 

    
 

                
1
: All valid returns received to date. 

       2
: Total self-reported tax due on returns relating to the given quarter. Rounded to the nearest £100,000. 

    3
: Total payments received by the 44th day after the end of the quarter to which the payment relates. Rounded to the nearest £100,000. 

 4
: Total payments received to date relating to the quarter. Rounded to the nearest £100,000. 

    5
: Total self-declared payments made to the Scottish Landfill Communities Fund relating to the quarter. Rounded to the nearest £100,000. 

 6
: Rounded to the nearest 100 tons. 

       P
: Provisional 
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Annex B: Revenue Scotland Costs 2014-15 and 2015-16  
 

  Latest - Oct 2015 Previous - Feb 2015 Variance 

  
Actual 

2014/15 
Estimate 
2015/16 

Forecast 
2014/15 

Estimate 
2015/16 

Actual 
2014/15 

Estimate 
2015/16 

Revenue Scotland   
 

        

    
 

        

Staff Set Up  1,732  378  1,717  770  15  -392  
Non-Staff Set Up 614  34  634  10  -20  24  

Total Set Up 2,346  412  2,351  780  -5  -368  

    
 

        
Staff Running Costs* 482  1,800  472  1,573  10  227  
RS non-staff running costs* 29  542  31  668  -2  -126  
Transfer in from HMRC - operational savings   -275    -275      

Total Running Costs 511  2,067  503  1,966  8  101  

    
 

        
IT Investment - procurement & maintenance* 513  461  749  419  -236  42  
IT Investment - additional staff 306  61  253  93  53  -32  

Total IT Investment 819  522  1,002  512  -183  10  

    
 

        
New Taxes early planning - Staff   343        343  
New Taxes early planning - Non-staff   60        60  

Total New Taxes 0  403  0  0  0  403  

    
 

        
    

 
        

Total Revenue Scotland 3,676  3,404  3,856  3,258  -180  146  

    
 

        
Registers of Scotland   

 
        

    
 

        
Set Up 234  

 
280    -46    

Staff Running Costs*   181    240    -59  
RoS non-staff running costs*   16    85    -69  

Total Registers of Scotland 234  197  280  325  -46  -128  

    
 

        
Scottish Environment Protection Agency   

 
        

    
 

        
SEPA set-up 268  

 
240    28    

SEPA running costs*   496    502    -6  

Total SEPA 268  496  240  502  28  -6  

    
 

        

Additional Compliance Activity 2015-16 only*   247    259    -12  

              

GRAND TOTAL 4,178  4,344  4,376  4,344  -198  0  

       
Total operating cost* (items marked with asterisk)                           3,743           

     
As percentage of forecast tax revenue 

 
0.75% 
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Annex C: Revenue Scotland Set-up Costs 
 

  2013-14 2014-15 2015-16 
Outturn 

Total 

Estimate 
February 

2015 
Variance 

Revenue Scotland 
   

  
 

  

  
   

  
 

  

Staff Set Up  580 1,732 378 2,690 3,067 -377 
Non-Staff Set Up 31 614 34 679 675 4 
Operational Staff 

 
482 

 
482 472 10 

Operational Non-Staff 
 

29 
 

29 31 -2 
IT investment - procurement 

 
513 

 
513 980 -467 

IT investment - additional 
staff  

306 35 341 346 -5 

Total Revenue Scotland 611 3,676 447 4,734 5,571 -837 

  
   

      
Registers of Scotland 

   
      

  
   

      
Set Up 91 234 

 
325 371 -46 

Total Registers of Scotland 91 234 0 325 371 -46 

  
   

      
   Scottish Environment Protection    

  
      

Agency 
    

      

SEPA set-up 140 268 
 

408 380 28 

Total SEPA 140 268 0 408 380 28 

  
   

      

GRAND TOTAL 842 4,178 447 5,467 6,322 -855 
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Annex D: Revenue Scotland Organogram 
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Annex E: Compliance Activity  
   
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Risk Assessment process   
Risk analysis of returns at RS and SEPA (SLfT).  Risk profiles run by analysts and information gathered from SEPA’s information 

officers.   

Criminal 
Prosecution   

 
Any criminal 

cases are 
investigated by 
Police Scotland 

and 
prosecuted by 

COPFS.  
A working 
group has 

been  
established 
with HMRC, 

Police 
Scotland, 

COPFS and 
SEPA to agree 

handling 
strategy for 

potential 
criminal cases. 

 
 
 
 

Debt 
Management 

 
Phone calls are 

made to 
taxpayers and 

agents if 
payments are 

not received on 
time.  If 

payments are 
still not 

received, these 
cases are 

passed to the 
Debt 

Management 
team, whose 
work has, to 

date, secured 
£155k.  

 
 
 

Penalties 
 

Various 
penalties are 
chargeable 

for late 
returns, late 
payment of 

tax, incorrect 
returns etc.  
Penalties for 
late returns 

and late 
payments will 

be charged 
from 1 

October 
onwards.   

 
 
 
 
 
 
 
 
 

Statutory 
Enquiries  

 
We have 

opened a small 
number of 
statutory 
enquiries 

under Section 
85 RSTPA 2014  
into LBTT and 

SLfT tax 
returns.  

 
 
 
 
 
 
 
 
 
 
 
 
 

Information 
Requests  

  
More than 30 
letters have 
been issued 
questioning 
aspects of 

returns 
submitted and 

requesting 
information to 

verify 
treatment, 

without using 
statutory 
powers to 

request 
information.   

 
 
 
 
 
 

 

Early 
Interventions 

 
Calls are made to 

agents and 
taxpayers when 
apparent errors 

have been 
identified.  This 
has led to more 

than 350 
amendments 

being made to 
returns to 

increase the 
amount of tax 
payable.  More 

than 75 
Corrections have 

been made.  
 
 
 
  

Taxpayer- 
Initiated  

 
We have 

received 25 
requests for 

Revenue 
Scotland 

Opinions, 11 
requests for 

deferrals of LBTT 
and 61 requests 
for pre-liability 
approvals for 

SLfT. 
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Table 1: Method of Return Submission 
  

     

  
Total Number of 

Returns 
Total Number of Returns 

Submitted Online 
Percentage of Returns 

Submitted Online   

Q1 
2015/16 27,177 26,490 97%   

Q2 
2015/16 31,390 30,743 98%   

 
        

 
 
Table 2: Payments Made on Time 

  

     

  
Total Returns with Tax 

Due 
Total Number of Payments 

Received On Time1 
Percentage of Payments 

Made On Time1   

Q1 
2015/16                               12,610                                        11,790  94%   

Q2 
2015/16                               15,230                                        13,960  92%   

          
1
: Payment received by either five working days after receipt of return or thirty days after effective 

    date of transaction, whichever is sooner. 
   

     

     Table 3a: All Call Waiting Times1 
   

     

  Calls Received 
Mean Waiting Time 

(seconds) 
Median Waiting Time 

(seconds) 

Maximum 
Waiting Time 

(seconds) 

Q1 
2015/16 2,498 11.8 7 749 

Q2 
2015/162 1,872 10.8 7 399 

 
        

1
: Excludes calls placed outwith Support Desk opening hours. 

  2
: No call data are available for the period 01-07 July. 
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Table 3b: Answered Call Waiting Times1 

     

  Calls Received 
Mean Waiting Time 

(seconds) 
Median Waiting Time 

(seconds) 

Maximum 
Waiting Time 

(seconds) 

Q1 
2015/16 2,460 11.7 7 749 

Q2 
2015/162 1,831 10.8 7 399 
          
1
: Excludes calls placed outwith Support Desk opening hours 

  2
: No call data are available for the period 01-07 July. 

   
 

    Table 3c: Abandoned1 Call Waiting Times2     

     

  Calls Received 
Mean Waiting Time 

(seconds) 
Median Waiting Time 

(seconds) 

Maximum 
Waiting Time 

(seconds) 

Q1 
2015/16 38 18.4 3.5 186 

Q2 
2015/163 41 15.2 3 349 
          
1
: Calls where the caller hangs up before speaking to a member of the Support Desk team 

 2
: Excludes calls placed outwith Support Desk opening hours 

  3
: No call data are available for the period 01-07 July. 

  

     

     Table 4a: All Written Communications 
  

     

  
Taxpayer Initiated 

Communications Responses by 10 days1 Responses by 11-25 days1 
Responses 

over 25 days1 

Q1 
2015/16 614* 582 26 6 

Q2 
2015/16 488** 467 16 5 
          
1
: Whole or part working days between initial contact and substantive response. 

 *
: Five additional pieces of correspondence were for information only and did not  

    require a substantive response.  Four secure messages were responded to  
     by other methods (e.g. phone call) and consequently no response time data  

    are available for these contacts and these contacts are excluded. 
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**
: Three secure messages were responded to by other methods (e.g. phone 

      call) and consequently no response time data are available for these  
      contacts and these contacts are excluded. 
   

 
    Table 4b: Email Communications 

  
     

  
Taxpayer Initiated 

Communications Responses by 10 days1 Responses by 11-25 days1 
Responses 

over 25 days1 

Q1 
2015/16 574* 564 6 4 

Q2 
2015/16 423* 410 12 1 
          
1
: Whole or part working days between initial contact and substantive response. 

 *: Emails sent to Revenue Scotland's corporate contact points only. 
   

 
    Table 4c: Postal Communications 

  
     

  
Taxpayer Initiated 
Communications1 Responses by 10 days2 Responses by 11-25 days1 

Responses 
over 25 days2 

Q1 
2015/16 18* 5 11 2 

Q2 
2015/16 43 35 4 4 

 
        

1
: Whole or part working days between initial contact and substantive response. 

 *
: Five additional pieces of correspondence were for information only and did not  

    require a substantive response. 
    

 
    Table 4d: Secure Message Communications 

  
     

  
Taxpayer Initiated 

Communications Responses by 10 days1 Responses by 11-25 days1 
Responses 

over 25 days1 

Q1 
2015/16 22* 13 9 0 

Q2 
2015/16 22** 22 0 0 

 
        

1
: Whole or part working days between initial contact and substantive response. 

 *
: Four secure messages were responded to by other methods (e.g. phone call) 

    and consequently no response time data are available for these contacts and 
    these contacts are excluded. 
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**
: Three secure messages were responded to by other methods (e.g. phone call) 

and consequently no response time data are available for these contacts and 
these contacts are excluded. 

  

   

     Table 5: Number of Complaints Received 
  

       Number of Complaints 
   Q1 

2015/16  1*  
   Q2 

2015/16  2**  
             

*: Only complaints which progressed to stage 2 of our published Complaints process are included in the  
    first quarter.  Complaints resolved at stage 1 (frontline) were not recorded this quarter. 
 **: Complaints resolved at stage 1 (frontline) were only recorded from August onwards.  Complaints 
     resolved at stage 1 prior to this were not recorded. 

  

     

     Table 6: Number of Security Breaches 
  

     

  
Number of Security 

Breaches 
   Q1 

2015/16 0 
   Q2 

2015/16 0 
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Annex G: Revenue Scotland Strategy Map 2015 - 2016 
 

 

REVENUE SCOTLAND PURPOSE  

To collect the devolved taxes which fund public services for the benefit of all Scottish citizens  

by delivering excellent tax administration founded on Adam Smith’s four principles of equity, 
certainty, convenience and efficiency, built on a modern digital platform, with all involved working 

together in good faith to ensure that the right amount of tax is paid at the right time. 

Adam Smith Principles 

Equity: "Proportionate 
to the taxpayer’s ability 
to pay: The subjects of 

every state ought to 
contribute towards the 

support of the 
government, as nearly 

as possible, in 
proportion to their 
respective abilities" 

Certainty: “The tax 
which each individual is 
bound to pay ought to 

be certain, and not 
arbitrary. The time of 
payment, the manner 

of payment, the 
quantity to be paid, 
ought all to be clear 

and plain to the 
contributor, and to 

every other person.” 

Convenience: “Every 
tax ought to be levied 
at the time, or in the 
manner, in which it is 

most likely to be 
convenient for the 

contributor to pay…" 

Efficiency: “Every tax 
ought to be so 

contrived as both to 
take out and to keep 
out of the pockets of 
the people as little as 

possible, over and 
above what it brings 

into the public treasury 
of the state…" 

KEY ACTIVITY AND PERFORMANCE INDICATORS 

Direct compliance yield 
(A) 

Proportion of all tax 
returns that receive no 

Revenue Scotland 
intervention (A) 

Mean, median and 
maximum waiting time 
for all calls made to the 

support desk (Q) 

Target: TBA after 
quarter 1 

Total running costs as a 
percentage of money 

transferred to the 
Scottish Consolidated 

Fund + Scottish Landfill 
Communities Fund (A) 

 

Positive stakeholder 
feedback on Revenue 
Scotland's taxpayer 

guidance (A) 

Proportion of taxpayer 
correspondence 

received by secure 
message, email and 
post responded to 
within 10 and 25 
working days (Q) 

Target: TBA after 
quarter 1 
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Strategic Objectives 

Collect the right 
amount of tax from the 

full taxpayer base for 
each of the devolved 

taxes, using online 
technology to best 

effect. 

Ensure compliance in 
payment of the correct 

amount of tax at the 
right time, resolving 

disputes as cost-
effectively as possible 

Build an effective, 
efficient tax authority 
with a reputation for 

high-quality public 
service to taxpayers 
and the people of 

Scotland 

Attract, develop and 
retain a knowledgeable 
and skilled workforce 
who are engaged and 
motivated to deliver 

the functions of 
Revenue Scotland to 
the highest standards 
of professionalism and 

integrity. 

KEY ACTIVITY AND PERFORMANCE INDICATORS 

Proportion of all due 
payments received a) 

on time (Q)  

b)within 3 months (A)  

c) within 1 year (A) 

Mean, median and 
maximum days 

between enquiries 
being opened and 

closed (A) 

Positive stakeholder 
feedback on Revenue 
Scotland's compliance 

with the Charter of 
Standards and Values 

(A) 

Employee engagement 
index (A) 

Target: to be in the top 
25% of all civil service 

organisations 

Proportion of all tax 
returns filed online (Q) 

Target: 90% 

Value of tax liabilities 
identified as a 

consequence of 
corrections, 

amendments, 
assessments, 

determinations and 
enquiries (A) 

Number of data 
security breaches (Q) 

Target: 0 

Sickness absence rate 
(A) 

Target: fewer than 7 
average working days 

lost 

 

Number of disputes 
and time to resolution 

method (A) 

Target: TBA after year 
1 

Number of complaints 
(Q)  
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DEVOLVED TAXES - RATES AND BANDS

Further to the announcement which I made in Parliament yesterday, I am writing to provide
you with further details on my planned rates and bands for Land and Buildings Transaction
Tax and Scottish Landfill Tax from April 2015.

Land and Buildings Transaction Tax (LBTT) - Residential transactions

I confirmed to Parliament yesterday that I have reviewed the proposed LBTT rates and
bands for residential transactions in order to ensure that I remain true to the principles which
underlined the original proposals announced in the 2015-16 Draft Budget following the
changes made to UK Stamp Duty Land Tax (SOLT) in December 2014.

I therefore intend to bring forward an Order to set residential rates and bands as follows:

Purchase price Rate
Up to £145,000 -
£145,001 to £250,000 2.0%
£250,001 to £325,000 5.0%
£325,001 to £750,000 10.0%
£750,001 and over 12.0%

My decisions have again been influenced by the four maxims set out by Adam Smith, .
particularly that taxes should be proportionate to the ability to pay. These revised rates and
bands prioritise support for first time buyers and are intended to assist people moving
through the property market.

St Andrew's House, Regent Road, Edinburgh EHl 3DG
www.scotland.gov.uk
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The nil rate threshold for the tax will be set at £145,000 - £10,000 higher than originally
announced, which will result in an additional 5,000 transactions being taken out of the scope
of taxation compared to the October proposals so that in total 10,000 fewer transactions will
be taxable in Scotland under LBD than would have been taxed under SDLT.

I have introduced a new marginal rate of 5% to apply between £250,001 and £325,000 which
will ensure that over 90% of transactions continue to be better or no worse off under LBD
compared to UK SDL T, as was the case at the time of the Draft Budget. As a result, those
people purchasing a property for £330,000 or less will pay less tax under LBTT than they
would have under UK SDL T.

In order to ensure that we can provide benefits for those entering and progressing through
the housing market and to ensure that the tax charge remains proportionate to the ability to
pay, the top marginal rate of 12% will now apply to transaction values above £750,000. As a
result the purchase of a house for more than £945,000 will attract a higher LBTT charge than
originally proposed in October. This means that the tax charge on 99.9% of all transactions
will either be lower than under the original proposals or will be nil.

I consider that these revised rates and bands demonstrate very clearly that the Scottish
Government has placed fairness, equity and the ability to pay at the very heart of the
decisions we have taken on national taxes.

Rate-setting Orders

The rates and bands announced yesterday, and those announced in October, of course
remain subject to Parliamentary scrutiny and approval. I will bring forward Orders to set
rates of Land and Buildings Transaction Tax and Scottish Landfill Tax in early February.

I can confirm that the Order setting rates and bands for residential transactions for Land and
Buildings Transaction Tax will also include the rates and bands for non-residential and lease
transactions that I announced in October. A separate Order concerning Scottish Landfill Tax
will include the standard rate and lower rate as announced then.

Forecast tax revenues

I have prepared an updated forecast of the revenue which I expect to raise from residential
LBTT. I estimate that these revised rates and bands would generate £235 million in 2015-16
(full year forecast). This forecast has been scrutinised by the Scottish Fiscal Commission,
which considers this forecast to be a consistent application of the forecasting methodology
which they reported on and viewed as reasonable in October 2014. I have placed the letter
received from the Scottish Fiscal Commission in SPICe and attached a copy as an annex to
th is letter.

The Finance Committee recommended in its recent report on the Draft Budget that the
Scottish Government should in future provide a breakdown of the expected receipts for each
band of residential LBD. The table below provides a breakdown of the revenue generated
by each of the bands announced yesterday.
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Band Revenue
by Rate

£m
Up to £145,000 -
£145,001 to £250,000 110.1
£250,001 to £325,000 65.2
£325,001 to £750,000 58.4
£750,001 and over 1.3

As this is the first year of LBTT and there are significant differences in the tax charge
between LBTT and the UK tax which it replaces, I also intend to make an adjustment to this
forecast to reflect potential revenue losses to Scotland as a result of forestalling effects. As I
noted in my letter to the Committee of 19 January, the UK reforms to SDLT at the Autumn
Statement made it most likely that such behavioural responses would occur. The Scottish
Fiscal Commission has begun its work to scrutinise the approach which we are taking to
estimate the value of these forestalling effects, and I will provide a further update to the
Committee when that work has concluded.

As you are aware, the impact of forestalling is also one of the technical issues still to be
agreed with the UK Government as part of negotiations on the one-year block grant
adjustment (BGA) for 2015-16.

I have assessed revenue neutrality for 2015-16 in terms of the headline one-year BGA
agreed with the UK Government of £494 million, which as you know represents the mid-point
of the Scottish Government and OBR forecasts of the aggregate tax revenues foregone by
the UK Government. My 2015-16 tax revenue forecasts for non-residential LBTT and
Scottish Landfill Tax remain unchanged from the Draft Budget - at £146 million and £117
million respectively. This leaves a remaining balance of £231 million to be raised from
residential LBTT in 2015-16, before forestalling effects are taken into account. I considered
it prudent to build some modest headroom into the pre-forestalling revenue to be generated
by residential LBTT in order help manage the risk that the forestalling adjustment which the
UK Government is prepared to agree to the BGA falls short of my assessment of the likely
revenue losses to the Scottish Budget, as scrutinised by the Scottish Fiscal Commission.
Should there be any remaining flexibility once forestalling effects have been agreed and
calculated, I would intend to use this to make the first payment into the cash reserve at the
end of 2015-16.

I trust that this information is helpful to the Committee. I will provide a formal response to the
recommendations which the Committee made in its report on the Draft Budget ahead of the
Stage 3 debate next month. In the meantime, I would be very happy to provide any further
information on these tax rates and bands which would assist the Committee in its scrutiny of
devolved taxes.

St Andrew's House, Regent Road, Edinburgh EHl 3DG
www.scotland.gov.uk

Th"VESTOR IN PEOPLE

23

http://www.scotland.gov.uk


I have also copied this letter to finance spokespeople from the opposition parties.

Copy to: Jackie Baillie MSP
Gavin Brown MSP
Patrick Harvie MSP
Willie Rennie MSP
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ANNEX - LETTER FROM SCOTTISH FISCAL COMMISSION

Scottish Fiscal Commission
4 Lillybank Gardens
Glasgow
G128RZ

zt- January, 2015

John Swinney MSP
Deputy First Minister and Cabinet Secretary

for Finance, Constitution and Economy
St Andrew's House
Regent Road
Edinburgh
EH13DG

Dear Minister,

Thank you for your letter which I received on 16th January, asking the Scottish Fiscal Commission (SFC)
to scrutinise and provide a view on any revised forecasts the Scottish Government may produce in light
of the changes to the SDTT announced in the UK Government's 2014 Autumn Statement.

The most recent top-line estimate of LBTT tax revenues follows the methodology described and accepted
as reasonable in our October 2014 Report. We note that the annual model has not been updated in line
with any new data that have emerged in the few months since the time of the original report.

Based on our understanding of that model, we believe the most recent top-line revenue forecasts, before
forestalling is taken into consideration, are a consistent application of the new tax schedule to the
forecasting methodology which, as stated above, we have viewed as reasonable.

The calculation of the forestalling effect is both desirable and relatively straightforward in itself.
However, it depends upon identifying the elasticity of the transactions with respect to anticipated
changes in the tax schedules, which is less straightforward.

We have engaged with your officials, reviewed early and later versions of their analysis, and asked them
to provide further and sufficient evidence on the value of this elasticity in order to enable the SFC to form
a view of the reasonableness of that calculation.

Our understanding is that they continue to refine this work. We appreciate that it is complex and
requires judgment. We will review any further evidence they can provide in support of the assumptions
underpinning their forestalling calculation as and when it becomes available.

We would also note that the forecasts do not incorporate any behavioural responses to changes in tax
regime beyond the forestalling effects; limited evidence we have suggests that these are likely to be
important as well.

Thank you for the opportunity to comment on the revised forecasts.

With all good wishes,

Susan Rice
Chairman
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