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FINANCE COMMITTEE 
 

AGENDA 
 

24th Meeting, 2015 (Session 4) 
 

Wednesday 30 September 2015 
 
The Committee will meet at 10.00 am in the David Livingstone Room (CR6). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 5, 6 and 7 in private. 
 
2. Draft Budget Scrutiny 2016-17: The Committee will take evidence on the 

Scottish Rate of Income Tax from— 
 

Dr. Gerry McCartney, Head of Public Health Observatory, NHS Health 
Scotland; 
 
Stephen Boyd, Assistant Secretary, Scottish Trades Union Congress; 
 
Ruchir Shah, Policy Manager, Scottish Council for Voluntary 
Organisations. 
 

3. Carers (Scotland) Bill: The Committee will take evidence on the Financial 
Memorandum from— 

 
Jamie Hepburn, Minister for Sport, Health Improvement and Mental 
Health, Dr Maureen Bruce, Deputy Director of Care Support and Rights 
Division, Moira Oliphant, Team Leader, Carers Policy, Care Support and 
Rights Division, and Victoria MacDonald, Senior Principal Legal Officer, 
Scottish Government Legal Directorate, Scottish Government. 
 

4. Subordinate legislation: The Committee will consider the following negative 
instrument— 

 
The Land and Buildings Transaction Tax (Open-ended investment 
companies) (Scotland) Regulations 2015 (SSI 2015/322). 
 

5. Post-Legislative Scrutiny of the Financial Memorandum accompanying 
the Flood Risk Management (Scotland) Bill: The Committee will further 
consider its approach. 
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6. Community Justice (Scotland) Bill: The Committee will consider a draft report 

on the Financial Memorandum to the Justice Committee. 
 
7. Health (Tobacco, Nicotine etc. and Care) (Scotland) Bill: The Committee will 

consider a draft report on the Financial Memorandum to the Health and Sport 
Committee. 

 
 

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  

Note by the Clerk 
 

FI/S4/15/24/1 

Agenda Item 3  

Note by the Clerk 
 

FI/S4/15/24/2 

Agenda Item 4  

Note by the Clerk 
 

FI/S4/15/24/3 

Agenda Item 5  

PRIVATE PAPER 
 

FI/S4/15/24/4 (P) 

Agenda Item 6  

PRIVATE PAPER 
 

FI/S4/15/24/5 (P) 

Agenda Item 7  

PRIVATE PAPER 
 

FI/S4/15/24/6 (P) 
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Finance Committee 
 

24th Meeting, 2015 (Session 4), Wednesday 30 September 2015 
 

Draft Budget 2016-17: Scottish Rate of Income Tax 
 
Introduction  

1. From 1 April 2016 the Scottish Parliament will have responsibility for a 
Scottish Rate of Income Tax (SRIT). This new power arises from the Scotland Act 
2012 and additional powers in relation to income tax are due to be devolved 
following the recommendations of the Smith Commission.  Section 26 of the Act 
provides for the basic rate, higher rate and additional rate of the non-savings income 
of a Scottish taxpayer to be reduced by 10 percentage points. The Scottish 
Parliament is then required to set a new SRIT on an annual basis which will apply 
equally to all of these rates. 

Evidence 

2. As part of its scrutiny of draft budget 2016-17 the Committee issued a call for 
evidence prior to summer recess seeking views on— 

 

 What should the rate be for SRIT and why? 

 If SRIT should be above 10%, how should the additional funding be 
allocated? 

 If SRIT should be below 10%, how should the reduction be funded from 
existing public expenditure? 

 Has the introduction of SRIT been sufficiently well publicised to employers 
and tax payers? 

 
The Committee received 24 responses which can be accessed via the Committee’s 
website. The Committee’s budget adviser also produced a summary of the written 
evidence. Hard copies of all responses received and the summary have previously 
been circulated to members. 
 
3. At this meeting, the Committee will take evidence from— 
 

 NHS Health Scotland; 

 The Scottish Trades Union Congress; and 

 The Scottish Council for Voluntary Organsations. 
 
4. Hard copies of the written submissions provided by the witnesses attending 
this meeting are attached. 
 
Conclusion 
 
5. The Committee is invited to consider the above. 
 

Alexandra Balcan,  
Committee Assistant 

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/91814.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/91814.aspx
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/SRIT_submissions_updated.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/SRIT_submissions_updated.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/SRIT_Adviser_Briefing.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/SRIT_Adviser_Briefing.pdf
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Finance Committee 
 

24th Meeting, 2015 (Session 4), Wednesday 30 September 2015 
 

Carers (Scotland) Bill 

Background 

1. The Carers (Scotland) Bill (the Bill) was introduced by Shona Robison MSP, 
Cabinet Secretary for Health, Wellbeing and Sport, on 9 March 2015.  The 
Committee issued a call for evidence on the Financial Memorandum (FM) for the Bill 
to which it received 18 responses.  

 
2. At its meeting on 13 May 2015, the Committee took evidence on the FM from 
the Scottish Government Bill Team. Following this the Committee agreed to ask the 
Minister in charge of the Bill to provide written clarification of some of the issues 
raised in evidence and to give oral evidence to the Committee on 3 June 2015 where 
the issues of replacement care and the waiving of charges was considered. 
 
3. The Committee published its report on Financial Memorandum on the 18 June 
2015.  It highlighted the Committee’s concerns around the issues of replacement 
care and waiving charges and sought clarification from the Minister on its concerns 
prior to the Stage 1 debate on the Bill.  The relevant recommendations from the 
report can be found in Annex A. 

 
4. The Minister has now provided a response to the issues raised by the 
Committee, a copy of the letter can be found in Annex B. 
 
5. The letter states only minor amendments will be made to the Bill to ensure 
that the way forward on the waiving of charges can be delivered in due course by 
affirmative regulations and given that the waiving of charges policy will be delivered 
through regulations the financial implications of this will accompany the draft SSI.   
 

 
Alison Wilson 

Senior Assistant Clerk to the Committee 
 

 
 

http://www.scottish.parliament.uk/parliamentarybusiness/Bills/86987.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/87889.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/report.aspx?r=9994&mode=pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/Reports/fir15-CarersBill-w.pdf
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Annex A 
 
Recommendations extracted from the Report on the Carers (Scotland) Bill’s 
Financial Memorandum (paragraphs 85-88 of the report) 

85. The Committee is concerned that the Scottish Government is not yet in a 
position to provide greater certainty on the issues of replacement care and waiving 
charges and the potential additional costs that may arise if the issue is not properly 
resolved. 
 
86. The Committee notes that the difficulty with the waiving of charges is a known 
issue arising out of the Social Care (Self-directed Support) Scotland Act 2013. It is 
not clear to the Committee how much progress has yet been made on resolving this 
issue. The Committee is concerned that this is the case given that the difficulties 
around waiving charges was a known issue at the time the Bill was introduced in 
early March. 
 
87. The Committee believes that clarification of these issues and the nature of any 
amendments that the Government intends to bring forward should be provided 
before the Parliament is asked to vote on the Bill at Stage 1. 
 
88. The Scottish Government has indicated that it would intend to bring forward a 
supplementary FM to address the costs of any amendments at Stage 2. The 
Committee is of the view that sufficient time must be allowed between Stage 2 and 3 
of the Bill to allow proper scrutiny of a supplementary FM, including time for the 
Committee to seek evidence from stakeholders and the Scottish Government. 

 
 

Annexe B 
 

Letter from the Minister for Sport, Health Improvement and Mental Health 

24 September 2015 

I am writing in response to the Finance Committee’s Report on the Carers (Scotland) 
Bill’s Financial Memorandum.  In particular, paragraph 87 of that Report sought 
clarification of the waiving of charges issue and the nature of any amendments that 
the Government intends to bring forward before the Parliament is asked to vote on 
the Bill at Stage 1.  I am also updating you on the Finance Group that I have set up 
to consider the financial implications of the Bill. 

I have decided to propose relatively minor amendments at stage 2 which will ensure 
that the way forward on the waiving of charges could be delivered through 
regulations in due course.  We will also propose amendments so that the regulation-
making power in section 23 of the Bill is subject to affirmative procedure (not 
negative as currently provided for in section 37) to ensure that the Parliament rightly 
has an opportunity to scrutinise the policy. 

I said to the Finance Committee that I would not necessarily bring forward 
amendments to the Bill at Stage 2 to deal with the waiving of charges.  As stated 
above, relatively minor amendments to the Bill will be required, not in themselves 
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requiring financial commitment.  Given that the waiving of charges policy will be 
delivered through regulations, the policy note accompanying the draft SSI will set out 
any financial implications. 

Regarding the Financial Memorandum generally, questionnaire returns from local 
authorities which were agreed with COSLA, together with Scottish Government 
statistics and survey work, helped inform the estimated figures in the Memorandum.  
There was a lot of underpinning evidence supporting the costings.  I therefore 
consider the Financial Memorandum estimates to be robust, based on all the 
available evidence.  There are of course challenges particularly in estimating future 
demand, a point acknowledged and agreed by COSLA.   

I consider that the total maximum resource envelope as set out in the Financial 
Memorandum at over £19 million in 2017-18 rising to over £88 million in 2021-22, 
and thereafter on a recurring basis, to be significant.  The Carers Bill sets out duties 
but in many respects the Bill enshrines in law current practice in some parts of the 
country with regard to assessment, information and advice, carer involvement and 
local carer strategies.  The exception is the duty to support carers which will replace 
the existing power in the SDS Act. 

I will of course respond to the issues raised about funding by the Health and Sport 
Committee in my reply to that Committee. 

Regarding the Carers Bill Finance Group, this met for the first time in July.  At that 
meeting it was agreed to set up a number of workstreams involving Scottish 
Government officials, COSLA, Social Work Scotland, local authorities and the 
National Carer Organisations to further explore the assumptions behind the Financial 
Memorandum and consider any new evidence which may be available.  Two of the 
groups are specifically focusing on the key cost drivers of unit costs and future 
demand respectively.  The Finance Group workstreams are expected to complete 
their initial deliberations by January 2016.  I will ensure that the Finance Committee 
is updated on progress and conclusions.  There is a separate issue about the role of 
the Finance Group in recommending an appropriate method of distributing funding to 
local authorities, NHS Boards and the Third Sector.  It has a role too in establishing 
procedures for monitoring demand, costs and achievement against the Bill’s 
objectives.  These are on a longer timescale but will need to take into account the 
date to be agreed in due course for commencement of the Bill.  

I hope this is helpful.  I am of course happy to provide further explanation as 
required.  

I am copying this letter to the Convener of the Health and Sport Committee.   
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Finance Committee 
 

24th Meeting, 2015 (Session 4), Wednesday 30 September 2015 
 

Subordinate Legislation: Land and Buildings Transaction Tax 
 
Purpose 

1. The purpose of this paper is to set out background and procedural information 
for the Committee’s consideration of the following statutory instrument— 

 The Land and Buildings Transaction Tax (Open-ended Investment 

Companies) (Scotland) Regulations 2015: SSI 2015/322 

2. The instrument’s accompanying Policy Note is attached as an annexe. 

3. The Delegated Powers and Law Reform Committee considered the instrument 
on 22 September and determined that it did not need to draw the attention of the 
Parliament to the instrument on any grounds within its remit. 

The Land and Buildings Transaction Tax (Open-ended Investment Companies) 
(Scotland) Regulations 2015 

4. The instrument’s Explanatory Note states— 

“These Regulations make provision for the exemption from land and buildings 
transaction tax of land transactions transferring property on the conversion of 
an authorised unit trust to, or its amalgamation with, an open-ended 
investment company.” 
 

5. The Policy Note explains that under section 46 of the LBTT Act, ministers may 
exempt from tax properties held by an Authorised Unit Trust (AUT) when it converts 
to, or amalgamates with, an Open Ended Investment Company (OEIC). 

6. The Policy Note further explains that— 

“The main purpose of converting an AUT to an OEIC is usually to obtain 
Property Authorised Investment Fund (PAIF) status.  This is an investment 
structure introduced by the UK Government in 2008 to provide a tax efficient 
vehicle for collective investment in rental property. A number of fund 
managers are in the process of converting existing AUT to PAIFs.” 
 

7. The Policy Note also states— 

“The exemption has been operational in the UK for a number of years with no 
systematic issues of evasion or avoidance being identified.” 
 

8. In its Consultation on Land and Buildings Transaction Tax Rules for Property 

Authorised Investment Funds, the Government sought views on the proposed 

following areas— 

 

http://www.legislation.gov.uk/ssi/2015/322/pdfs/ssi_20150322_en.pdf
http://www.legislation.gov.uk/ssi/2015/322/pdfs/ssi_20150322_en.pdf
https://consult.scotland.gov.uk/fiscal-responsibility/land-and-building-transaction-tax/consult_view
https://consult.scotland.gov.uk/fiscal-responsibility/land-and-building-transaction-tax/consult_view
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 The potential impacts on the property sector of not introducing an exemption; 

 The potential impacts of the investment and fund management sector of not 
introducing an exemption; 

 Views on the draft legislation; and 

 Would an exemption as drafted provide opportunities for tax avoidance or 
evasion? 

 
9. The analysis of consultation responses stated— 

“A total of 14 responses were received by the closing date, all were supportive 
of an exemption and no concerns around tax avoidance or evasion were 
raised.” 
 

Negative instruments: procedure  

10. Negative instruments are instruments that are “subject to annulment” by 
resolution of the Parliament for a period of 40 days after they are laid. All negative 
instruments are considered by the Delegated Powers and Law Reform Committee 
(on various technical grounds) and by the lead committee (on policy grounds).  

11. Under Rule 10.4, any member (whether or not a member of the lead 
committee) may, within the 40-day period, lodge a motion for consideration by the 
lead committee recommending annulment of the instrument.  

12. If the motion is agreed to by the lead committee, the Parliamentary Bureau 
must then lodge a motion to annul the instrument to be considered by the Parliament 
as a whole. If that motion is also agreed to, the Scottish Ministers must revoke the 
instrument.  

13. The 40 day period during which this instrument is subject to annulment 
concludes on 1 November 2015. 

Conclusion 

14. The Committee is invited to consider the above instrument. 

 
Alan Hunter 

Assistant Clerk to the Committee 
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POLICY NOTE 
 

The Land and Buildings Transaction Tax (Open-ended Investment Companies) 
(Scotland) Regulations 2015 

SSI No: 2015/322 
 
The instrument above was made in exercise of the powers conferred by section 46 
of the Land and Buildings Transaction Tax (Scotland) Act 2013 (LBTT Act).  The 
making of this order is subject to negative procedure. 
 
Policy Objectives 
 
Authorised Unit Trusts (AUT) have been the traditional mechanism for collective 
investment in the UK property market for a considerable period of time. Over the last 
few years however many AUTs have converted to Open Ended Investment 
Companies (OEIC).  The main purpose of converting an AUT to an OEIC is usually 
to obtain Property Authorised Investment Fund (PAIF) status.  This is an investment 
structure introduced by the UK Government in 2008 to provide a tax efficient vehicle 
for collective investment in rental property. A number of fund managers are in the 
process of converting existing AUT to PAIFs. 
 
PAIFs were designed to ensure that investors are taxed on rental income from the 
PAIF in the same way as if they had invested directly in the property.  This benefits 
investors with certain tax exemptions, such as charities, pension funds, life 
companies and ISA investors, who would otherwise receive property rental income 
from AUTs net of income tax, which they would be unable to reclaim.  Tax-exempt 
investors in a PAIF do not bear any tax charge on the rental income which they 
receive from the fund.      
 
Section 46 of the LBTT Act provides for a regulation-making power which enables 
Scottish Ministers to exempt from tax properties held by an AUT when it converts to, 
or amalgamates with, an OEIC. 
 
The Scottish Government is committed to ensuring that Scotland remains an 
attractive location for investment. The objective of this instrument is to provide an 
exemption (by way of a claimable relief) from LBTT for Authorised Unit Trusts 
converting to an Open Ended Investment Company. 
 
Consultation  
 
A Consultation on Land and Buildings Transaction Tax Rules for Property Authorised 
Investment Funds 1, was published in July 2015 and sought views  on providing an 
exemption (by way of a claimable relief) for AUT transferring their property assets to 
an OEIC.  The consultation closed on 28 August 2015.  
 

                                                           
1
 https://consult.scotland.gov.uk/fiscal-responsibility/land-and-building-transaction-tax/consult_view 

 

https://consult.scotland.gov.uk/fiscal-responsibility/land-and-building-transaction-tax/consult_view
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We received 13 responses, mainly from fund management and property sector 
organisations.  All 13 respondents wanted to see an exemption put in place whilst 
none could identify potential opportunities for evasion or avoidance of the tax.  The 
exemption has been operational in the UK for a number of years with no systematic 
issues of evasion or avoidance being identified.  The drafting of the regulations 
provides that ownership (including proportional ownership) of the two investment 
vehicles remain the same before and after conversion or amalgamation of the AUT.  
 
Respondents all echoed the same concerns, that the lack of an exemption would 
lead to dis-investment in the Scottish (mainly commercial) property sectors by 
investment institutions wishing to convert their AUTs.  
 
Impact Assessments 
 
As the Scottish Government’s approach to this instrument largely mirror the already 
existing UK approach under Stamp Duty Land Tax, which also applied in Scotland 
up to 31 March 2015, no significant financial effect or impact on the private, voluntary 
or public sector is anticipated.  All respondents to the consultation highlighted that 
not introducing these regulations would have an adverse impact on the Scottish 
commercial property sector with investment fund managers seeking to convert their 
AUT’s to OEIC potentially divesting their Scottish assets. Respondents also 
suggested that not introducing this instrument would affect the business of the 
investment sector domiciled in Scotland. 
 
The Scottish Government has considered potential impacts on the equality agenda.   
The regulations do not unlawfully discriminate in any way with respect to any of the 
protected characteristics (including age, disability, gender reassignment, marriage 
and civil partnership, pregnancy and maternity, race, religion or belief, sex and 
sexual orientation) either directly or indirectly.  The lack of an exemption could affect 
the income of charities that champion equality issues. 
 
Scottish Government 
Financial Strategy Directorate 
Fiscal Responsibility Division 
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