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Wednesday 11 March 2015 
 
The Committee will meet at 9.30 am in the David Livingstone Room (CR6). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take item 7 in private. 
 
2. UK Budget: The Committee will take evidence from— 
 

Paul Johnson, Director, Institute for Fiscal Studies. 
 

3. Subordinate legislation: The Committee will take evidence on the Budget 
(Scotland) Act 2014 Amendment Order 2015 [draft] from— 

 
John Swinney, Cabinet Secretary for Finance, Constitution and Economy, 
and Joe Welsh, Head of Financial Management and Reporting, Scottish 
Government. 
 

4. Subordinate legislation: John Swinney (Cabinet Secretary for Finance, 
Constitution and Economy) to move—S4M-12552—That the Finance 
Committee recommends that the Budget (Scotland) Act 2014 Amendment 
Order 2015 [draft] be approved. 

 
5. Subordinate legislation: The Committee will take evidence on the Scottish 

Landfill Tax (Administration) Amendment Regulations 2015 [draft], and the 
Scottish Landfill Tax (Exemption Certificates) Order 2015 [draft] from— 

 
John Swinney, Cabinet Secretary for Finance, Constitution and Economy, 
David Kerrouchi, Policy Adviser, and John St Clair, Senior Principal Legal 
Officer, Scottish Government. 
 

6. Subordinate legislation: John Swinney (Cabinet Secretary for Finance, 
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S4M-12550—That the Finance Committee recommends that the Scottish 
Landfill Tax (Administration) Amendment Regulations 2015 [draft] be 
approved; 
S4M-12551—That the Finance Committee recommends that the Scottish 
Landfill Tax (Exemption Certificates) Order 2015 [draft] be approved. 
 

7. Subordinate legislation: The Committee will consider a draft report. 
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Finance Committee 

9th Meeting, 2015 (Session 4), Wednesday, 11 March 2015 

UK Budget: Institute for Fiscal Studies 

Purpose  

1. The purpose of this paper is to provide background information for the 
Committee’s evidence session with the Institute for Fiscal Studies (IFS). The 
Committee will hear from Paul Johnson, Director of the IFS.  

Background  

2. The IFS published its ‘Green Budget’ on 4 February 2015. The publication 
discusses “some of the issues confronting the Chancellor as he prepares his sixth 
Budget.” The document is broken down as follows—  
 

 Chapter 1 – Public finances under the coalition 
 Chapter 2 – Earnings since the recession  
 Chapter 3 – The global economy  
 Chapter 4 – The UK economic outlook  
 Chapter 5 – Public finances: a dicey decade ahead?  
 Chapter 6 – The government’s financial accounts: an ICAEW perspective  
 Chapter 7 – Options for further departmental spending cuts  
 Chapter 8 – Challenges for health spending  
 Chapter 9 – Options for reducing spending on social security  
 Chapter 10 – Options for increasing tax  
 Appendix A – Headline tax and benefit rates and thresholds 
 Appendix B - Abbreviations  

3. A copy of the summary is attached. 

 
Catherine Fergusson  

Senior Assistant Clerk to the Committee 

http://www.ifs.org.uk/uploads/gb/gb2015/gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch1_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch2_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch3_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch4_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch5_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch6_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch7_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch8_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch9_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/ch10_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/appa_gb2015.pdf
http://www.ifs.org.uk/uploads/gb/gb2015/appb_gb2015.pdf
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Summary 
 
Chapter 1: Public finances under the coalition 
 

 In March 2008, the official forecasts suggested structural borrowing was 2.7% 
of national income in 2007–08, which was slightly smaller than estimates 
produced by the IMF and the OECD at the time. 

 When the last Labour government left office, the official forecasts implied that 
underlying structural borrowing had, since the March 2008 Budget, increased 
by around 5.7% of national income. The Labour government planned to 
eliminate this with new measures totalling 5.8% of national income to be fully 
implemented by 2016–17. 

 In 2010, the coalition government announced further tax increases, cuts to 
social security benefits and further cuts to day-to-day spending on public 
services. The additional fiscal tightening it announced amounted to an extra 
1.2% of national income on top of what Labour had planned. The government 
thought at the time that this would be sufficient to put it on course to eliminate 
the structural current deficit by 2014–15. 

 Between 2010 and 2012, the outlook for economic growth and tax revenues 
deteriorated. The coalition government decided not to increase the fiscal 
tightening planned for this parliament but to extend the period of consolidation 
into the next. Consequently, the coalition government has borrowed more 
than planned over this parliament: over the five years from 2010–11 to 2014–
15, borrowing is now estimated to have been around £100 billion higher than 
forecast in the November2010 Autumn Statement. 

 Between the end of 2012 and the end of 2014, the underlying outlook for the 
public finances was little changed. Despite this, the coalition government 
pencilled in further spending cuts for the second half of the next parliament in 
order to bring about a stronger fiscal position – an overall surplus of 1.0% of 
national income by2019–20. The additional fiscal consolidation measures 
planned for between now and2019–20 are 2% from net tax rises and 98% 
from spending cuts; this compares with an 18%/82% split between tax and 
spending among the measures implemented so far. 

 IMF forecasts suggest that, out of 31 advanced economies, only Japan will 
have higher structural borrowing than the UK in 2015. This is despite the UK 
having done the seventh-largest fiscal consolidation since the crisis began. 
Plans set out for the next parliament imply that the UK is planning the largest 
fiscal consolidation between2015 and 2019. 

 Had the March 2010 Budget plan instead been retained, taxes would have 
been lower and spending higher than they have been. This would have 
offered greater support to household incomes and made it easier to deliver 
public services. But it would have resulted in significantly more borrowing and 
would only have deferred, rather than avoided, the need for greater fiscal 
consolidation. 

 
Chapter 2: Earnings since the recession 
 

 Since the Great Recession, the UK labour market has been characterised by 
robust employment and weak earnings growth. Employment for 16- to 64-
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year-olds is back to its 2008Q1 rate, but average earnings remain well below 
their pre-crisis level. 

 Weak productivity has underpinned both of these features of the labour 
market. In2014Q3, productivity was still no higher than before the recession 
and had not grown overall since the end of 2011. If anything, workers’ pay 
seems to have fallen by even more than productivity, but the key puzzle is 
over why productivity has fallen so much, rather than over the relationship 
between productivity and pay. 

 There has been substantial variation in the magnitude of real earnings falls 
since2008. They have been larger for men, young adults and the private 
sector. Earnings have also fallen by somewhat less at lower points in the 
earnings distribution (driven by the trend since 2011). 

 The workforce has continued to exhibit rising shares of older adults, women, 
highly educated individuals and relatively skilled occupations (with a plateau 
in the last trend in 2014). There have also been rises in the proportions of 
workers who are self-employed (from 13% in 2007 to 15% in 2014Q1–Q3) 
and part-time (25% to27%). 

 If the characteristics of employees had not changed since the recession then, 
all else equal, falls in earnings would have been even larger. This is because 
factors such as increasing education levels have acted to push average 
earnings up. There is little sign that the earnings-increasing effects of such 
‘compositional’ changes are reversing or slowing down. Hence, the continued 
weakness of earnings is due to continued weakness for given types of 
employee, not compositional effects. 

 Between 2011 and 2014, individuals continuously in the same full-time job 
from year to year saw their average real pay rise as they aged, even while 
economy-wide earnings were falling – a fact that has recently gained some 
attention. Because pay tends to increase with experience, and because 
people in continuous employment area select group (e.g. are more educated), 
changes in the earnings of continuously employed individuals as they age 
tend to look more favourable than trends in average earnings over time. This 
is important to understand, but is not new or surprising. The falls in both 
measures of annual real earnings growth since before the crisis are of a 
similar magnitude – so the drop in overall earnings is not driven only by 
people starting a new job. 

 
Chapter 3: The global economy 
 

 The global economy is expected to grow faster in 2015 than in 2014, but with 
considerable variation in momentum across countries. 

 World growth will pick up from 2.6% last year to 2.9% – broadly in line with the 
average pace of expansion over the last 20 years. 

 The US is expected to lead the advanced economies in 2015, with GDP rising 
by 3.3%.Conditions now seem to be in place for a firmer consumer upturn in 
the US, with solid employment gains and signs of a firming in wage growth. 

 A modest improvement is likely in the eurozone, thanks in large part to more 
supportive fiscal and monetary policies and an improvement in external 
demand. Germany is likely to grow fastest of the larger eurozone economies, 
with overall eurozone growth at 1.5%. 
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 The sharp drop in global oil prices since mid-2014 will benefit most of the 
advanced economies in 2015–16. But big oil producers will be losers, most 
prominently Russia. 

 Chinese growth is set to slow further while Brazil remains stagnant. Growth 
will improve in India but overall emerging market growth will dip below 4%, the 
slowest pace since 2009. 

 A key downside risk to our forecast is a widespread retreat from risk by 
investors, resulting in a considerable decline in asset prices. A plausible 
upside scenario relates to a faster improvement in wages and consumer and 
business confidence in the US and Europe, pushing world growth to around 
4% by 2016. 

 
Chapter 4: The UK economic outlook 
 

 The UK’s economic expansion finally became entrenched in 2014, with GDP 
growth of 2.6% placing it at the top of the G7 league table. Though the 
expansion appeared to be losing momentum towards the end of last year, the 
slump in the oil price should offer renewed impetus by boosting consumer 
spending power. We expect this to propel UK GDP growth to 3% in 2015 and 
2.8% in 2016. Business investment should continue to make a 
disproportionate contribution to driving growth, with robust confidence 
encouraging firms to spend their accumulated cash piles. But the expansion is 
likely to remain a largely domestic affair, with net trade expected to make only 
modest contributions to growth over the next five years. 

 With rapid expansion of the labour supply and robust business investment 
likely to have underpinned strong growth in potential output last year, we 
estimate that the output gap only narrowed very slightly in 2014, ending the 
year at 4% of potential output. The prospects for potential output growth are 
favourable, with the labour supply set to be boosted by sustained strength in 
inward migration and the staged increase in the state pension age, and robust 
growth in business investment boosting the capital stock. This will provide the 
conditions for relatively strong growth and low inflation over the medium term, 
with GDP growth expected to average 2.6% a year from 2015 to 2019. Our 
forecasts are a little stronger than those of the OBR and the market 
consensus. 

 The risks around our forecast are skewed to the downside. Domestically, the 
upcoming general election provides the most immediate source of uncertainty, 
with a wide range of results possible. A decisive result could mean changes to 
fiscal policy, while an inconclusive result and failure to establish a government 
with a workable majority could undermine business confidence. But external 
events have the greatest potential to alter the UK outlook. The most likely 
upside scenario would involve stronger recoveries in the US and eurozone, 
which would boost UK export growth. On the downside, the biggest threat 
would be a widespread retreat from risk, which could push the UK back into 
recession in late 2015. 

 
Chapter 5: Public finances: a dicey decade ahead? 
 

 Government borrowing is forecast to decline, reaching a surplus of 1% of 
national income in 2019–20. Debt is forecast to fall as a share of national 
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income from a high of 81.1% of national income in 2015–16. A 1% surplus 
throughout the 2020s would reduce debt as a share of national income by 27 
percentage points (ppts), a decade of budget balance would reduce it by 
19ppts and a decade of current budget balance while maintaining investment 
spending would reduce it by 9ppts. 

 Debt is likely to remain at a relatively high level by international standards and 
by recent UK historical standards for some time. During this time, the public 
finances would be less well placed to accommodate another adverse shock. 

 There remain uncertainties facing the public finances. It is difficult to know in 
real time to what extent borrowing will naturally disappear as the economy 
recovers and how much will require policy action to eliminate. Estimates from 
independent forecasters suggest that the fiscal tightening needed to bring 
about a budget balance could be anywhere between 1.2% and 5.5% of 
national income (or £23 billion to £108 billion in 2015–16 terms). The 
government is currently planning to implement a tightening of 4.9% of national 
income (£92 billion). 

 This plan hinges on cutting public spending to its lowest level, as a share of 
national income, since at least 1948. The next government might be unable or 
unwilling to do this. Even if achieved, in the longer term an ageing population 
will put upward pressure on spending. 

 Revenues are also (as ever) uncertain. They are sensitive to the composition 
of economic growth. Not only has employment income turned out weaker than 
forecast in 2010, but also it has comprised much weaker earnings growth and 
much stronger employment growth. We estimate that this different 
composition of growth from what was forecast in 2010 will reduce revenues by 
£6.5 billion in 2015–16 (on top of a £26.2 billion reduction from lower 
aggregate employment income). Recent reforms, such as those that have 
made income tax more progressive and increased reliance on capital taxes, 
have slightly increased sensitivity to the distribution of economic growth. 

 Policy risks are also significant. Past experience suggests that future 
governments may find it difficult to index fuel duties as currently intended. 
Freezing them for five years would cost £4.1 billion. There may also be 
pressure for more generous indexation of certain tax thresholds. We estimate 
that, under current policy, fiscal drag would cause the number of families 
losing some or all of their child benefit to more than double over the next 
decade (from 1.2 million to 2.5 million). 

 There will always be uncertainties and risks around future borrowing. 
Governments in the 1980s and 2000s overestimated the underlying strength 
of the public finances after periods of, as it turned out, unsustainable growth. 
A cautious government may wish to aim for a slightly lower level of borrowing 
than it actually wants to achieve. 

 
Chapter 6: The government’s financial accounts: an ICAEW perspective 
 

 Over the past four years, the UK government has introduced a new method of 
reporting its financial position, adopting financial accounting similar to that 
used by businesses around the world in accordance with international 
generally accepted accounting standards. ‘Whole of Government Accounts’ 
prepared on this basis include a balance sheet that reflects not only the 
inclusion of assets controlled by government bodies, but also the inclusion of 
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liabilities such as those for public sector employee pensions, nuclear 
decommissioning costs and clinical negligence claims. 

 In 2012–13 (the latest year available), the accounting deficit of £179 billion 
was £94 billion more than the current deficit of £85 billion reported in the 
National Accounts. The main differences were £49 billion in higher charges for 
public service pensions, £35 billion from the accounting for assets and £16 
billion for nuclear decommissioning, clinical negligence and other obligations. 

 Financial statements provide useful information that can be used to support 
financial decision-making, in addition to measuring progress against previous 
plans, budgets and market expectations. For example, the reported liabilities 
of £1.2 trillion for employee pension obligations included in the balance sheet 
give a measure for monitoring the scale of the government’s obligations and 
offer the potential for improved transparency about how the government 
intends to fund the payment of these obligations over the coming decades. 

 The financial accounts provoke some significant questions. How does the 
government plan to address an accounting deficit of almost 30% of total 
revenue? How will long-term public sector pension obligations and nuclear 
decommissioning costs be funded? 

 Financial accounting should also support the government in developing 
comprehensive financial reviews that use balance-sheet information as an 
integral part of the analysis used in making financial decisions. 

 Financial analysis based on Whole of Government Accounts has the potential 
to change the public debate on the government’s finances from a narrow 
focus on balancing the public finance deficit in the National Accounts to a 
more comprehensive discussion around how the government plans to deal 
with its longer term financial challenges, using a similar financial language to 
that used by millions of people outside of government. 

 
Chapter 7: Options for further departmental spending cuts 
 

 Coalition government plans imply real departmental spending cuts of 9.5% 
between 2010–11 and 2015–16. Real health, official development assistance 
and day-to-day schools spending has been protected, leaving other 
departments to face cuts averaging 20.6% over this period.  

 Departmental spending between 2010–11 and 2014–15 has differed from the 
original coalition plans. Resource (non-investment) spending has been cut 
more than originally intended in cash terms, but inflation has turned out lower 
than forecast, so it has still been cut less than originally expected in real terms 
(7.8% compared with8.3%). Real capital spending cuts have turned out much 
lower than originally planned (13.6% rather than 25.9%) due to lower-than-
forecast inflation and decisions since 2010 to top up these spending plans. 

 The 2014 Autumn Statement plans imply real cuts to departmental spending 
between 2015–16 and 2019–20 of 14.1%. This would take the total cut since 
2010–11 to 22.2% and return real departmental spending to around its 2002–
03 level. 

 The Office for Budget Responsibility forecasts that these cuts to departmental 
spending would entail significant reductions in general government 
employment: a cut of 900,000 between 2015–16 and 2019–20, on top of a cut 
of 500,000 between2009–10 and 2015–16. This would reduce the size of the 
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government workforce, and its share of total employment, to its lowest level 
since at least 1971. 

 However, departmental spending cuts after 2015–16 will be implemented by 
the next government, and all three main UK political parties have announced 
fiscal rules that would allow them to increase spending relative to the Autumn 
Statement plans. Given their fiscal rules and stated policy intentions, the 
Conservatives’ plans could imply cuts to departmental spending of as little as 
6.7% between 2015–16 and 2019–20, the Liberal Democrats as little as 2.1% 
and Labour as little as 1.4%. 

 Smaller cuts to spending and further restrictions on public sector wage growth 
could both reduce future government employment cuts relative to current 
forecasts. A real wage freeze between 2015–16 and 2019–20 would imply 
cuts to government employment of around 750,000 if departmental spending 
is cut by 14.1%, 400,000 if it is cut by 6.7%, 150,000 if it is cut by 2.1% or 
100,000 if it is cut by 1.4%. 

 A 2015 spending review would allocate departmental budgets for beyond April 
2016.There is apparent consensus between the three main UK parties that 
spending on health and official development assistance will remain protected 
from cuts. However, other departments face considerable uncertainty about 
their budgets between 2015–16 and 2019–20. What seems certain is that 
some will face large cuts – on top of those already delivered – regardless of 
the outcome of the general election. 

 
Chapter 8: Challenges for health spending 
 

 The Department of Health (DH), which funds the National Health Service 
(NHS) in England, has been protected from the large ongoing cuts to 
departmental spending. The DH budget is currently planned to increase in 
real terms by an average of 1.2% per year between 2010–11 and 2015–16, 
compared with a real cut of 3.3% per year to other departmental spending 
over the same period. 

 The NHS, however, faces a number of pressures that tend to increase 
demand for healthcare over time. The population is both growing and ageing, 
and older individuals on average demand more, and more expensive, 
healthcare. Real increases in health spending of 1.2% per year could be 
required to keep pace with population growth and the changing age structure 
of the population. 

 Demand will also increase over time as a result of the rising prevalence of 
some chronic conditions, improvements in access to care, and improvements 
in technology combined with government policy increasing the range of 
healthcare treatments available. NHS England and the Nuffield Trust estimate 
that the combined impact of demographic and other pressures could increase 
demand by around 3% per year. 

 The NHS also typically faces pressures from rising costs – in particular from 
wages and high-cost drugs. The DH has been assisted in dealing with its 
small real budget increases since 2010–11 as government policies have been 
able to restrain public sector pay. Low private sector earnings growth will 
probably have helped to contain any adverse effects of this pay restraint on 
the recruitment, retention and motivation of high-quality NHS workers. 
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However, as private sector wages recover, continuing pay restraint without 
adverse effects is likely to be harder. 

 NHS England estimates that demand pressures and rising costs could create 
real financial pressures of around 3.5% per year and that it needs real budget 
increases or improvements in productivity amounting to around £30 billion 
(2020–21 prices) annually by 2020–21 to meet these pressures without a 
decline in service quality. 

 These factors may argue for a more favourable spending settlement for the 
DH in future than it received over the current parliament, but such a choice 
cannot be made lightly. There will almost certainly be further real cuts to 
overall departmental spending in the years after 2015–16, regardless of who 
forms the next government. Amore beneficial outcome for the DH would mean 
more spending overall or harder budgetary pressures for other departments. 

 The Autumn Statement forecasts, for example, imply departmental spending 
cuts averaging 3.7% per year between 2015–16 and 2019–20. Even if the 
NHS achieves the productivity improvements of 2.4% per year it is aiming for 
(reducing the financial pressures from around £30 billion to £8 billion), the DH 
budget would still need to increase by 0.8% a year in real terms to meet 
demand and cost pressures. This would imply the cuts to other departments 
need to average 6.1% per year. 

 
Chapter 9: Options for reducing spending on social security 
 

 Total social security spending is forecast to be £220 billion in 2015–16, 
around 30%of total government expenditure. It is therefore possible that 
whoever forms the next government will look at cutting spending in this area 
as part of a deficit reduction strategy. 

 Pensioners are expected to receive 55% of social security spending in 2015–
16. This proportion has been growing as a result of increased numbers of 
pensioners, greater state pension entitlements among those who recently 
reached the state pension age, and the fact that pensioners have so far been 
largely protected from the cuts to social security. Continuing to protect 
pensioners would require much larger cuts to working-age social security for a 
given reduction in public spending. 

 The Conservatives have said that they would seek to make further cuts of £12 
billion to annual social security spending were they to form the next 
government. To give an idea of scale, freezing all benefits and tax credits 
other than state pensions for five years would cut spending by £13 billion, 
taking an average of £800 a year from 16 million families. To cut spending on 
this scale while protecting pensioners entirely would require more severe cuts 
to working-age benefits; even continuing the Conservatives’ proposed freeze 
of most working-age benefits for five years would only reduce spending by 
£6.9 billion. 

 Other options that could save substantial sums include making all tenants pay 
at least10% of their rent (£2.5 billion), abolishing child benefit and increasing 
universal credit to compensate low-income families (£4.8 billion), reducing the 
generosity of means-tested support for children to its 2003–04 level (£5.1 
billion) and restricting benefits for families with children to the first two children 
(which would save around £4 billion a year in the long run). 
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 Many of the policies suggested by the Conservative and Labour parties – 
withdrawing winter fuel payments from higher- and additional-rate taxpayers, 
cutting housing benefit for young people, reducing the benefit cap, and 
increasing child benefit by 1%for a further year – would reduce spending by 
relatively little. 

 The social security system not only gives support to vulnerable groups but 
also affects incentives around how much paid work to do, where to live and 
with whom, and even the number of children to have. Giving exemptions from 
cuts for groups deemed more vulnerable can weaken work incentives and 
strengthen incentives for people to have children or claim disability benefits. 
When considering possible changes to the social security system in the 
coming years, policymakers should bear these trade-offs in mind, have a clear 
vision for what they want the social security system to achieve and ensure 
that the overall system of support is coherent. 

 
Chapter 10: Options for increasing tax 
 

 The last five general elections have all been followed by net tax rises of more 
than £5 billion per year in today’s terms. Although just 2% of the remaining 
fiscal consolidation is currently planned to come from tax rises, and none of 
the main political parties is proposing significant tax rises, it would not be 
surprising to see an incoming government increase taxes in order to limit the 
scale of public spending cuts required to meet its fiscal targets. 

 Of the big three taxes: 
- a 1 percentage point rise in all rates of income tax would raise £5.5 

billion; 
- a 1 percentage point rise in all employee and self-employed National 

Insurance contribution (NIC) rates would raise £4.9 billion; and 
- a 1 percentage point rise in the main rate of VAT would raise £5.2 

billion. 
 Increasing any of these would weaken work incentives and hit the rich harder 

than the poor. The main differences between them are that the VAT rise 
would be less progressive than the others (as it would affect poor, non-
income-tax-paying households) and that the retired and savers would not be 
affected by a rise in NICs (which only tax the earnings of those below state 
pension age). 

 Increasing rates of corporation tax, council tax, business rates or fuel duties 
could also raise significant sums, though the recent trend has been to reduce 
the rates of these taxes. 

 Politicians from all main parties have indicated that they think the burden of 
fiscal consolidation should be focused on the better-off – though tax payments 
are already highly concentrated: for example, a quarter of income tax comes 
from just 0.5% of the adult population and around half comes from 3% of 
adults. As well as increasing rates of income tax or NICs for high-income 
individuals, options include increasing inheritance tax or capital gains tax – 
though in both cases reducing thresholds might have greater revenue-raising 
potential than increasing rates. Introducing a separate ‘mansion tax’ would be 
unnecessarily complicated when council tax could be brought up to date and 
refocused on higher-value properties. 
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 All these taxes include costly reliefs. In many cases, removing these reliefs 
would leave the tax system simpler and more efficient than increasing tax 
rates – though policymakers must also decide where they want the burden of 
tax increases to fall. 

 Which, if any, possible tax increases are the best to pursue would depend on 
a government’s distributional goals and wider priorities, on which we take no 
stance. But some tax rises should definitely be avoided. Stamp duty land tax 
is particularly damaging and recent governments’ tendency to turn to it for 
more revenue should be resisted. And while there are sensible ways to raise 
more revenue from the taxation of pension saving, the widespread proposal to 
restrict income tax relief on pension contributions to the basic rate is 
misguided. 
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Finance Committee 
 

9th Meeting, 2015 (Session 4), Wednesday 11 March 2015 
 

The Budget (Scotland) Act 2014 Amendment Order 2015 [draft] 
 
Introduction 

1. The purpose of this paper is to set out background and procedural information 
for the Committee’s scrutiny of the Budget (Scotland) Act 2013 Amendment Order 
2015 [draft] (“the Order”). Hard copies of the Order and the accompanying Spring 
Budget Revision (SBR) document have been circulated to members. 

2. The Order amends the Budget (Scotland) Act 2014 which authorised the 
Scottish Government’s spending plans for the financial year 2014-15. The SBR 
provides supporting information on the revised spending for which parliamentary 
approval is being sought. 

3. Briefings on the Order and SBR have been prepared by the Financial Scrutiny 
Unit in SPICe and by the Scottish Government. These briefings are attached as 
annexes A and B. 

Scrutiny procedure 

4. The Order is subject to the affirmative procedure set out in Rule 10.6 of 
Standing Orders. Under this procedure, the Parliament has a 40 day period in which 
to consider the Order with scrutiny being carried out both by the Finance Committee 
as lead committee and by the Delegated Powers and Law Reform Committee 
(DPLRC). The Order was considered by the DPLRC at its meeting on 17 February 
and reported that it did not have any issues to bring to the attention of the Committee. 

5. As lead committee, the Committee will be asked to consider the following 
motion from the Cabinet Secretary for Finance, Constitution and Economy— 

S4M-12552 – That the Finance Committee recommends that the Budget 
(Scotland) Act 2014 Amendment Order 2015 [draft] be approved. 

6. Prior to formal consideration of the motion, there will be an opportunity for the 
Committee to take evidence from the Cabinet Secretary and his officials. Following 
this evidence session the Committee will formally consider the motion at which point 
only members of the Committee and the Cabinet Secretary may participate in 
proceedings. 

Conclusion 

7. The Committee is invited to consider the Order. 

Catherine Fergusson 
Senior Assistant Clerk to the Committee

http://www.legislation.gov.uk/sdsi/2015/9780111026366/contents
http://www.legislation.gov.uk/sdsi/2015/9780111026366/contents
http://www.gov.scot/Publications/2015/02/5588/0
http://www.gov.scot/Publications/2015/02/5588/0
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ANNEXE A: BRIEFING FROM THE FINANCIAL SCRUTINY UNIT 
 
Scottish Parliament Infor mation C entre l ogo 

 

Finance Committee 
 

Spring Budget Revision 2014-15 
 
Introduction 
 
The 2014-15 Spring Budget Revision (SBR) amends the Budget (Scotland) Act 2014 
which authorises the Scottish Government’s spending plans for the financial year 
2014-15. Details of the proposed changes are set out in the 2014-14 Spring Budget 
Revision to the Budget (Scotland) Act for the year ending 31 March 2015 published 
on 5 February 2015. The Scottish Government has also produced a Brief Guide to 
the 2014-15 Spring Budget Revision.  
 
The proposed changes detailed in the SBR result in an increase in the approved 
Budget for 2014-15 of £475.1m from £36,431.4m to £36,906.5m. The SBR seeks 
parliamentary approval for these changes.  
 
The main changes to the Scottish Government’s spending plans arise from:  
 

 Net Whitehall and HM Treasury transfers to/from the Scottish Government of 
£22.9m.  

 Net technical adjustments of £452.2m, which include Annually Managed 
Expenditure (AME) budget cover from HM Treasury for provisions and 
impairments; adjustments to align the budget with accounting requirements; 
additional AME budget provision for the Teachers and NHS pension schemes. 

 Transfers of resources between Scottish Government portfolios which have 
no net overall effect on the budget.  

 
A summary of the proposed changes by portfolio is presented in table 1.2 of the 
SBR. The total effect of these revisions by type are presented in the table below.  
 
 
 

http://www.gov.scot/Resource/0046/00469567.pdf
http://www.gov.scot/Resource/0046/00469567.pdf
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Table 1: Spring Budget Revisions by type, £m  

2014-15 Budget  Approved at the Autumn Budget 
Revision   36,431.4 
    
WHITEHALL TRANSFERS    
    
Transfer from Department of Energy and Climate 
Change to support energy efficiency policy.  15.1  
Transfer from the Scottish Government to 
Department for Environment, Food and Rural Affairs 
for Animal Health Services.  (2.5)  
Transfer from the Ministry of Justice for Blue Light 
Devolution.  0.9  
Transfer from Ministry of Defence for costs 
associated with policing the G8 summit.  0.8  
Transfer from DWP for the Fit for Work programme.  1.6  
Transfer from the Department for Transport for the 
Dundee Public Service Obligation.  1.1  
Allocation of budget cover from HM Treasury in 
relation to the Coastal Communities Fund.  4.1  
Allocation of budget cover to allow reserves to be 
deployed at the Cultural bodies.  1.8  
   22.9 
    
    
TECHNICAL CHANGES    
    
Additional budget cover for provisions, impairments, 
fair value adjustment and pension liabilities (AME)  180.5  
Depreciation of donated assets (AME)  5.3  
Technical adjustments to align budgets with 
accounting requirements  238.4  
Additional budget cover for Scottish Teachers’ and 
NHS pension schemes (AME)  28.0  
   452.2 
    

Proposed Budget following Spring Revisions   36,906.5 
 
This paper raises some areas for discussion with the Cabinet Secretary. 
 
Funding Changes 
 
The SBR records no funding changes. However, Autumn Statement 2013, UK 
Budget 2014 and Autumn Statement 2014 allocated additional resources to the 
Scottish budget in 2014-15 totalling £158m1. The 2014-15 Budget Bill allocated 

                                                           
1 http://www.scottish.parliament.uk/FinancialScrutiny/Autumn_statement_2013.pdf  

http://www.scottish.parliament.uk/FinancialScrutiny/Autumn_statement_2013.pdf
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£90m of these Barnett consequentials and the 2014-15 Autumn Budget Revision 
allocated £53.3m. Approximately £15m in Barnett consequentials appear to remain 
to be allocated.  
 
Members may wish to enquire about the remaining £15m in Barnett consequentials 
and whether they have been carried over into 2015-16 using the Budget Exchange 
Mechanism (BEM).  
 
Members may also wish to enquire how much is planned to be carried over from 
2014-15 into 2015-16 via the BEM and for what purpose.  
 
Whitehall Transfers/Allocations from HM Treasury 
 
There are six Whitehall transfers in the SBR and two allocations from HM Treasury. 
These have a net positive increase of £22.9m. The explanation for each of these 
provided in the document are as follows:  
 

 £15.1m transfer from the Department of Energy and Climate Change to 
support energy efficiency policy in Scotland.   

  £0.9m transfer from the Ministry of Justice for Blue Light Devolution 
 £0.8m transfer from the Ministry of Defence for G8 associated policing costs 
 £1.6m transfer from the Department for Work and Pensions for the Fit for 

Work programme 
 £1.1m transfer from the Department for Transport for the Dundee Public 

Service Obligation 
 £2.5m transfer from the Scottish Government’s Rural Affairs, Food and 

Environment portfolio for Animal Health Services related to the British Cattle 
Movement Service.  

 £4.1m allocation from HM Treasury to cover forecast spend on the Coastal 
Communities Fund in Scotland 

 £1.8m allocation of budget cover to allow for the use of reserves at the 
Cultural collections. This reflects DEL budget cover provided by HM Treasury 
as part of a pilot for UK wide National Collections to utilise cash reserves e.g. 
from donations / bequests. In this instance £1.8 million of budget cover is 
being made available to the Royal Commission for Ancient and Historic 
Monuments Scotland. (RCAHMS) in 2014-15 to supplement existing in-year 
budget plans.2 

 
Technical Transfers 
 
There are some technical adjustments in the SBR which total £452.2m. The Brief 
Guide provides some further background on these which it states “are essentially 
budget neutral and do not provide additional spending power for the Scottish 
Government.” It is not clear what is meant by “essentially”. At the Committee session 

                                                                                                                                                                                     
http://www.scottish.parliament.uk/FinancialScrutiny/Barnett_consequentials_from_UK_Budget_2014.p
df  
http://www.scottish.parliament.uk/FinancialScrutiny/2014_Autumn_Statement_Barnett_Consequential
s.pdf  
2 Scottish Government, personal communication.  

http://www.scottish.parliament.uk/FinancialScrutiny/Barnett_consequentials_from_UK_Budget_2014.pdf
http://www.scottish.parliament.uk/FinancialScrutiny/Barnett_consequentials_from_UK_Budget_2014.pdf
http://www.scottish.parliament.uk/FinancialScrutiny/2014_Autumn_Statement_Barnett_Consequentials.pdf
http://www.scottish.parliament.uk/FinancialScrutiny/2014_Autumn_Statement_Barnett_Consequentials.pdf
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in Arran in December 2014, there was discussion about possible indirect impacts 
from increased AME spend at a UK level. If AME liability is increasing, even if it is 
covered by the UK Government, there is still a cost. Any increases in AME at UK 
level can either be funded by increased borrowing, reductions in DEL, increases in 
taxation, or some kind of combination. As a result, the effects of increasing AME 
liabilities can have an indirect effect on the Scottish budget.  
 
There is an increased AME Budget, to provide “non-cash budget cover of £185.8m 
as agreed with HM Treasury, including technical adjustments for non-cash 
provisions, impairments, fair value adjustments and pension liabilities (£180.5m) and 
depreciation of donated assets (£5.3m). These adjustments align the budget for 
accounting purposes” (Brief Guide). This is presented as a purely technical, 
accounting change. There is no explanation of what, if anything, this means in 
practice.  
 
In addition, the Spring Budget Revision reflects net technical adjustments of £238.4 
million to align the IFRS based budgets with the year-end accounting requirements 
for the Scottish Budget. The substantive adjustments of this nature include the 
alignment of IFRS based budgets for revenue financed infrastructure projects 
(£253.4 million), the release of provisions (-£7.0 million) which score in AME and an 
adjustment (-£15.0 million) in respect of a prepayment as part of the contract for the 
franchise to provide the Caledonian Sleeper Service. There are two Scottish Budget 
only adjustments to reflect the provision of additional grant-in-aid cash funding to the 
Scottish Fire and Rescue Service (£5.2 million) and to the Third Sector for resource 
grants (£1.8 million). In terms of the revenue financed infrastructure projects, it is not 
clear what impact this might have on the ground to NPD finance infrastructure 
projects and whether this is connected to the issues raised in the Deputy First 
Minister’s letter to the Committee of 2 February 2015.  
 
The Spring Budget Revision includes additional AME budget provision of £28.0 
million for the Scottish Teachers’ and NHS pension schemes reflecting updated 
estimates based on the most recently available factors and scheme information from 
December 2014. It is not clear what, if any, impact this will have on members of 
these pension schemes.  
 
The Justice Portfolio (Police and Fire Pensions programme, p37) includes a non-
cash AME provision for £115 million in relation to an unspecified on-going legal case. 
HM Treasury has advised the Scottish Government that an AME provision should be 
recognised in 2014-15. The provisional ruling is still subject to legal process and a 
decision is expected in 2015-16. The supporting document states that “the Scottish 
Government will engage with HM Treasury should this AME provision crystallise.” 
 
Resource to Capital transfer 
 
The Finance Committee’s Report on Draft Budget 2014-15 made the following 
recommendation:  
 

“The Committee recommends that all future budget revisions provide the 
latest available figures in relation to the transfer of funding from resource 
to capital (para 157).”    

http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/NDP_Cabinet_Secretary_for_Finance_Constitution_and_Economy_to_the_Convener_dated_2__Feb_2015.pdf
http://www.scottish.parliament.uk/S4_FinanceCommittee/General%20Documents/NDP_Cabinet_Secretary_for_Finance_Constitution_and_Economy_to_the_Convener_dated_2__Feb_2015.pdf
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In response to this recommendation, the Scottish Government stated:  
 

“The Government’s intention is to provide updates at three points during the 
year. Planned resource to capital transfers are identified at the time of the 
Draft Budget, with an update provided at the Spring Budget Revision. The 
Government will report the final position to the Committee following 
Provisional Outturn in June.” 

 
The Spring Budget Revision states that the planned Resource to Capital transfer 
now sits at £190m (p3). This is more than was planned at the time of the Draft 
Budget 2015-16, which contained a planned Resource to Capital transfer in 2014-15 
of £120m (Draft Budget 2015-16, figure 1, p5). The SBR states that Table 1.7 on p10 
of the SBR “provides a complete picture of capital spending”. However, table 1.7 
does not allow for establishing a picture of resource to capital transfer by portfolio – 
ie, what Resource budgets have fallen to accommodate the Capital increases, or 
what changes have taken place since the plans set out in Draft Budget 2015-16.     
 
Internal transfers 
 
Although not impacting on the overall aggregate Scottish budget, there have been a 
number of internal transfers between portfolios. The most financially significant of 
these transfers identified by the Scottish Government (presented on p2) are as 
follows: 
 

 Transfer of £12m from the Enterprise networks in the Finance, Constitution 
and Economy portfolio to Local Government for the Enterprise Zones (p14). 

 Transfer of £8.5m from a combination of other portfolios to Strategic 
Communications for social advertising and public information campaigns 
(p16). 

 Transfer of £7.4m from the Health, Wellbeing and Sport portfolio to the 
Education and Lifelong Learning portfolio for Nursing and Midwifery education 
(p18) 

 Transfer of £6.0m from the Scottish Funding Council to the Fair Work, Skills 
and Training portfolio to support Youth Employment measures (p25) 

 Transfer of £6.5m from the Fair Work, Skills and Training portfolio to Local 
Government in respect of development of the Young Workforce programme 
(p29) 

 Transfers amounting to £6.5m from the Health, Wellbeing and Sport portfolio 
to Infrastructure, Investment and Cities in respect of community based 
infrastructure projects (p75).  

 
Emerging underspends 
 
There are a number of proposed changes that have developed as a consequence of 
emerging underspends. The Brief Guide provides further details of these, which are 
summarised below in table 2. It is not clear from the SBR, whether the budgets from 
which underspends are being transferred (table 3) will have the money reimbursed in 
future or not. Reasons for the underspends are not set out.  
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Table 2: Budgets in receipt of emerging underspends 
 
Portfolio Level 2  Purpose Amount 

£m 
Infrastructure, 
Investment & Cities 

Other Expenditure Asset Management Strategy 25.0 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support investment in  Free 
School Meals infrastructure 

24.8 

Health, Wellbeing & 
Sport 

Sport To support Commonwealth 
Games Security and resources 

19.1 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support investment in Early 
Years Childcare infrastructure 

17.5 

Infrastructure, 
Investment & Cities 

Other Expenditure To support corporate 
procurement functions 

12.3 

Rural Affairs, Food & the 
Environment 

EU Support and 
Related Services 

To support Payment and 
Inspections services 

6.2 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support Elgin Flood 
Prevention Scheme 

5.5 

Crown Office & 
Procurator Fiscal 
Service 

Crown Office & 
Procurator Fiscal 
Service 

To support large and complex 
cases 

2.0 

Culture, Europe & 
External Affairs 

Europe & External 
Affairs 

To support Brussels Office  1.0 

Finance, Constitution 
and Economy 

Parliamentary 
Business & 
Government Strategy 

Strategic Communications 0.8 

Social Justice, 
Communities & 
Pensioners’ Rights 

Housing & 
Regeneration  

To support Rent Registration 
Service  

0.5 

Health, Wellbeing & 
Sport 

Health To support Glasgow Centre for 
Population Health 

0.5 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support removal of 
contaminated land at Blanefield  

0.3 

Total 115.5 
 
Table 3: Source of Emerging underspends 
 
Portfolio Level 2  Amount 

£m 
Infrastructure, Investment & Cities Scottish Water 43.5 
Infrastructure, Investment & Cities Rail Services 27.1 
Infrastructure, Investment & Cities Motorways and Trunk Roads 17.7 
Education and Lifelong Learning Scottish Funding Council 13.4 
Justice Scottish Prison Service 12.3 
Scottish Parliament Corporate Body Scottish Parliament Corporate Body 1.5 
Total 115.5 
 
Notable transfers and points of interest contained in the SBR are presented by 
portfolio below.  
 
 
 
Finance, Constitution and Economy 



 

8 

 
There are a number of transfers in and out of the Enterprise, Energy and Tourism 
budget, summarised on p14. The nature of this document is that it outlines where 
these transfers are going but not why they are being made, whether they are one-
offs and whether they will subsequently be repaid.  
 
Health, Wellbeing and Sport 
 
There is a net revenue to capital transfer for NHS and Special Health Boards of 
£86.4m (p18). This compares with £120m in the Draft Budget 2015-16 plans (DB 
2015-16, p27),   
 
There is additional budget cover for NHS provisions (AME) of £69.5m (p18). 
 
There is a capital to operating transfer of £19.9m (p18) – classed as “net capital to 
indirect capital transfers for NHS and Special Health Boards”. It is not clear what 
indirect capital is and if this offsets some of the Resource to Capital plans.  
 
There is a “balance of transfer to Education and Lifelong Learning portfolio for 
nursing and midwifery education” of £7.4m (p18). In the Autumn Budget Revision 
there was £50m transfer for the same purpose. 
 
As discussed at the meeting in Arran in December 2014, there has been a transfer 
from Health and Wellbeing to Education and Lifelong Learning for nursing and 
midwifery education in the Budget Revisions in each year since 2008-09. Given that 
this is now a recurrent transfer, it is not clear why this transfer has not been 
incorporated into the draft budget plans at the outset of the budget process each 
year. By not being incorporated into the Draft Budget document and then the Budget 
Bill when passed in February, it has the effect of making the Health Budget passed 
by Parliament look higher than it is in reality, and the Education and Lifelong 
Learning look lower. Similarly, a transfer from Justice to Health and Wellbeing for 
drug treatment has been in the ABR in each year since 2008-09. 
 
There are a number of transfers in and out of Sport (p20) totalling a net increase of 
£23.5m. The largest change relates to the deployment of emerging/planned 
underspend to support Commonwealth Games security and resources (£19.1m).   
 
Education and Lifelong learning 
 
There is a Transfer from Health of £2.3m “in relation to Calman Report” (p25). It is 
not clear what this relates to. 
 
There are a number of changes in the Scottish Further and Higher Education 
Funding Council (SFHEFC) budget outlined on p25. These total a net reduction of 
£19.5m. This includes a transfer to the Learning budget of £9.9m and a release of 
£13.4m in “underspend to support priorities”. It is not clear why this budget has 
underspends, and whether that will subsequently be repaid to the SFHEFC budget.   
 
 
Fair Work, Skills and Training 
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There are some transfers in and out of the Fair Work, Skills and Training portfolio 
presented on p29. For example, £6.5m is transferred to Local Government for the 
Development of the Young Workforce programme.   
 
Justice  
 
The Legal Aid budget receives £2.1m from the Social Justice Communities and 
Pensioners’ Rights portfolio “in respect of Welfare reform” (p34). 
 
The Police Central Government budget transfers £67.5m to the Scottish Police 
Authority as part of the Police Reform (p35).  
 
The Scottish Prison Service makes a Resource to Capital transfer of £10.6m (p38). 
 
The Scottish Prison Service budget also releases £12.3m of emerging/planned 
underspend to support priorities (p38).  
 
There are a number of proposed changes within the Miscellaneous budget 
presented on p39 including an outgoing transfer of transitional funding to the Scottish 
Fire and Rescue Service (SFRS) of £7m and an incoming £4m from the SFRS for 
the Firelink project.  
 
The SFRS receives £5.2m in grant-in-aid to “support working capital requirements” 
(p41). 
 
Social Justice, Communities and Pensioners’ Rights 
 
Several proposed changes are made in the Local Government budget within the 
Social Justice, Communities and Pensioners’ Rights portfolio (p44). The largest of 
these relate to the Scottish Welfare Fund (£37.9m), Discretionary Housing Payments 
(£32.0m) and the deployment of emerging and planned underspends for Free School 
Meals (£24.8m) and Early Years Childcare (£17.5m).  
 
The Scottish Futures Fund transfers £16m in financial transactions capital spending 
to the Housing and Regeneration  budget (p51).  
 
Rural Affairs, Food and Environment 
 
There are some changes in the EU Support and Related Services outlined on p54. 
Most of these are self-explanatory, but it is not clear what the outgoing £7m for “AME 
non-cash budget for release of provision” relates to.  
 
Infrastructure, Investment and Cities 
 
There are four proposed reductions in the Rail Services budget totalling £74.1m 
(p65). These include  
 

 the emerging underspends mentioned above (£27.1m);  
 a £23m transfer to Ferry Services for contract commitments (unspecified);  
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 £9m to Air Services to provide capital support to HIAL; and  
 a technical budget adjustment of £15m in relation to the Sleeper contract. 

 
There is a Capital to Operating reclassification of £11.1m in the Ferry Services 
budget (p69) 
 
The Other Expenditure budget (p75) has some budget changes which may require 
further explanation, including two transfers totalling £18.6m for “corporate 
procurement functions”. 
 
There are restructuring changes totalling -£124.5m in the IIC Central Government 
Grants to Local Authorities (p76).  
 

Ross Burnside  
Financial Scrutiny Unit 

February 2015 
 

ANNEXE B: BRIEFING FROM THE SCOTTISH GOVERNMENT 

A BRIEF GUIDE TO THE 2014-15 SPRING BUDGET REVISION (SBR) 

Background 

1. The Spring Budget Revision is part of the annual Budget process. The Budget 
process commences with the publication of the Draft Budget and the subsequent 
consultation process. This is followed by the annual Budget Bill and Parliamentary 
approval of the Scottish Government’s spending plans.  

2. Once the Budget Act has been approved by the Scottish Parliament, there are 
usually two opportunities to amend the budget as the year progresses - the Autumn 
Budget Revision in October and a Spring Budget Revision in February.  The Spring 
Budget Revision provides the final budget figures, against which outturn is reported 
in the Scottish Government’s annual accounts. 

3. The Spring Budget Revision for 2014-15 provides an updated presentation of 
the Scottish Government portfolios as announced by the First Minister on 21 
November 2014. Annex A to the Guide provides a presentation of the Autumn 
Budget Revision portfolio totals on the new basis as the starting point for the Spring 
Budget Revision. 

Spring Budget Revision 

4. The Spring Budget Revision is routine Parliamentary business that proposes 
amendments to better align the Government’s budget with its planned spending 
profile. 

5. The aim of the Brief Guide to the Spring Budget Revision is to explain the 
main changes to the Budget since the publication of the Autumn Budget Revision 
and give some further background on why the changes have been made. 
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6. The changes proposed in the Spring Budget Revision result in an increase in 
the approved budget of £475.1 million from £36,431.4 million to £36,906.5 million. 

The changes to the Budget are traditionally broken down in to four main areas: 

 Funding changes which have arisen since changes to the Autumn Budget  
Revision 

 Whitehall Transfers and HM Treasury allocations (£22.9 million) 

 Technical Changes (£452.2 million) 

 Transfers between Portfolios. 

7.  The main changes included under each heading are summarised below. 

Funding Changes  

8.  Funding changes represent adjustments to the budget available to the 
Scottish Government that provide spending power within portfolios and programmes. 

9.  There are no funding changes recorded at the Spring Budget Revision. 

Whitehall Transfers / Allocation from HM Treasury  

10.  There are six Whitehall transfers recognised at the Spring Budget Revision 
together with two allocations from HM Treasury. The net positive impact on the 
Scottish Budget is £22.9 million. 

11.  In respect of Whitehall transfers, there is a transfer of £15.1 million from the 
Department of Energy and Climate Change to support energy efficiency policy in 
Scotland, a £0.9 million transfer from the Ministry of Justice for Blue Light Devolution, 
a £0.8 million transfer from the Ministry of Defence for G8 associated policing costs, 
a £1.6 million transfer from the Department for Work and Pension for the Fit for Work 
programme, a £1.1 million transfer from the Department for Transport for the Dundee 
Public Service Obligation.  The transfer of £2.5 million from Rural Affairs, Food and 
Environment for Animal Health Services reflects a budget adjustment relating to the 
British Cattle Movement Service. 

12.  There is a £4.1 million allocation from HM Treasury to cover the forecast 
spend on the Coastal Communities Fund in Scotland and an allocation of budget 
cover to allow £1.8 million for the use of reserves at the Cultural bodies.  

Technical Adjustments 

13.  In line with past years, the Spring Budget Revision recognises a number of 
technical changes which are essentially budget neutral and do not provide additional 
spending power for the Scottish Government. The Spring Budget Revision records 
total net positive technical changes of £452.2 million described in paragraphs 14 to 
16 below. 
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14.  The Spring Budget Revision records additional Annually Managed 
Expenditure (AME) non-cash budget cover of £185.8 million as agreed with HM 
Treasury, including technical adjustments for non-cash provisions, impairments, fair 
value adjustments and pension liabilities (£180.5 million) and depreciation of 
donated assets (£5.3 million). These adjustments align the budget for accounting 
purposes. 

15.  In addition, the Spring Budget Revision reflects net technical adjustments of 
£238.4 million to align the IFRS based budgets with the year-end accounting 
requirements for the Scottish Budget. The substantive adjustments of this nature 
include the alignment of IFRS based budgets for revenue financed infrastructure 
projects (£253.4 million), the release of provisions (-£7.0 million) which score in AME 
and an adjustment (-£15.0 million) in respect of a prepayment as part of the contract 
for the franchise to provide the Caledonian Sleeper Service. There are two Scottish 
Budget only adjustments to reflect the provision of additional grant-in-aid cash 
funding to the Scottish Fire and Rescue Service (£5.2 million) and to the Third Sector 
for resource grants (£1.8 million). 

16. The Spring Budget Revision includes additional AME budget provision of 
£28.0 million for the Scottish Teachers’ and NHS pension schemes reflecting 
updated estimates based on the most recently available factors and scheme 
information from December 2014. 

Internal Transfers 

17.  There are a number of internal transfers within the Scottish Block as part of 
the Spring Budget Revision process. Virement between and within portfolios are 
‘zero-sum’. 

The significant budget internal transfers between portfolios include: 

 Transfer of £12.0 million from the Finance, Constitution and Economy portfolio 
(enterprise networks) to Local Government for Enterprise Zones. 

 Transfer of £8.5 million from other portfolios to Strategic Communications for 
social advertising and public information campaigns. 

 Transfer of £7.4 million from the Health, Wellbeing and Sport portfolio to the 
Education and Lifelong Learning portfolio for Nursing and Midwifery education. 

 Transfer of £6.0 million from the Scottish Funding Council to the Fair Work, 
Skills and Training portfolio to support Youth Employment measures. 

 Transfer of £6.5 million from the Fair Work, Skills and Training portfolio to 
Local Government in respect of development of the Young Workforce 
programme. 

 Transfers amounting to £6.5 million from the Health, Wellbeing and Sport 
portfolio to Infrastructure, Investment and Cities in respect of community 
based infrastructure projects. 
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18. As in previous years, the Spring Budget Revision records a small number of 
internal portfolio transfers which have no effect on the portfolio totals, but play a role 
in ensuring effective internal budget management. 

19. Annex B provides a summary of the changes from the Autumn Budget 
Revision and Annex C provides details of where emerging budget underspends have 
been redirected and for what purpose. 

Resource to Capital Switch 

20. The Spring Budget Revision provides the appropriate opportunity to action the 
proposed transfer of budget from resource to capital in the context of the Scottish 
Budget. In line with past years, details of the final resource to capital transfer will be 
provided to the Finance Committee following the provisional outturn statement. 

 

21. In relation to our HM Treasury budget, the planned transfer now sits at £190 
million. This switching is managed within the total DEL available to the Scottish 
Government. 

22. Table 1.7 on page 10 of the supporting document provides a complete picture 
of capital spending. As the Finance Committee is aware, in respect of the Scottish 
Budget, the definition of capital applies to only spending that scores as capital in the 
Scottish Government’s consolidated accounts or the accounts of Directly Funded 
Bodies. 

Scottish Government 

Finance Directorate 

Corporate Reporting Division 

March 2015 
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Annex A – Portfolio Restructure 

 

Reconcil iat ion be tw een for mer  Scot t ish Gover nment  Por t fol ios and New  Scot t ish Gover nment  Por t fol ios (SG)

2 0 1 4 -1 5  Budget  Bill Str uctur e Total* FCE IIC FWST ELL HWS SJCPR Justice RAFE CEEA Admin COPFS
£ m £ m £ m £ m £ m £ m £ m £ m £ m £ m £ m £ m

Finance, Employment & Sustainable Grow th 471.3 441.9 29.4
Health and Wellbeing 12,031.8 12,031.8
Commonw ealth Games, Spor t, Equlit ies & Pensioners Rights 230.2 209.9 20.3
Education & Lifelong Learning 2,814.8 2,814.8
Training, Youth & Womens Employment 250.7 250.7
Justice 2,468.7 2,468.7
Rural Affairs & the Env ironment 516.8 61.2 455.6
Culture & Ex ternal Affairs 195.4 195.4
Infrastructure, Investment & Cit ies 2,931.2 40.8 2,107.6 782.8
Administration 198.7 198.7
Crow n Office & Procurator  Fiscal 108.7 108.7
Local Government 10,353.2 10,353.2
Total Scot t ish Gov er nment  (Consolidated) 3 2 ,5 7 1 .5 5 4 3 .9 2 ,1 0 7 .6 2 5 0 .7 2 ,8 1 4 .8 1 2 ,2 4 1 .7 1 1 ,1 8 5 .7 2 ,4 6 8 .7 4 5 5 .6 1 9 5 .4 1 9 8 .7 1 0 8 .7
National Records of Scotland 19.8
Office of the Scottish Char ity  Regulator 3.0
Scottish Cour t Serv ice 72.4
Scottish Housing Regulator 4.0
NHS & Teachers Pensions 3,589.3
Total Scot t ish Administr at ion 3 6 ,2 6 0 .0

Forestry  Commission 63.1
Food Standards Agency 10.9
Scottish Par liamentary  Corporate Body 90.8
Audit Scotland 6.6

Total Scot t ish Budget  3 6 ,4 3 1 .4
*Budgets follow ing Autumn Budget Rev ision

12,031.8
230.2

2,814.8
250.7

2,931.2

108.7
10,353.2

3 2 ,5 7 1 .5

198.7

195.4

Total
£ m

471.3

2,468.7
516.8
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 Annex B – Summary of Changes from Autumn Budget Revision 

      

2014-15 Budget  Approved at the Autumn Budget Revision  36,431.4 

      

      

 WHITEHALL TRANSFERS     

      

 
Transfer from Department of Energy and Climate 
Change to support energy efficiency policy.  

 
15.1  

 

Transfer from the Scottish Government to 
Department for Environment, Food and Rural Affairs 
for Animal Health Services.  

 

(2.5)  

 
Transfer from the Ministry of Justice for Blue Light 
Devolution.  

 
0.9  

 
Transfer from Ministry of Defence for costs 
associated with policing the G8 summit.  

 
0.8  

 Transfer from DWP for the Fit for Work programme.   1.6  

 
Transfer from the Department for Transport for the 
Dundee Public Service Obligation.  

 
1.1  

 
Allocation of budget cover from HM Treasury in 
relation to the Coastal Communities Fund.  

 
4.1  

 
Allocation of budget cover to allow reserves to be 
deployed at the Cultural bodies.  

 
1.8  

     22.9 

      

 TECHNICAL CHANGES     

      

 
Additional budget cover for provisions, impairments, 
fair value adjustment and pension liabilities (AME)  

 
180.5  

 Depreciation of donated assets (AME)   5.3  

 
Technical adjustments to align budgets with 
accounting requirements  

 
238.4  

 
Additional budget cover for Scottish Teachers’ and 
NHS pension schemes (AME)  

 
28.0  

     452.2 

      

 Proposed Budget following Spring Revisions    36,906.5 
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ANNEX C 

Deployment of emerging underspend to maximise budget impact 

As part of our internal robust monitoring process and in line with good practice, we 
have taken the opportunity at the Spring Budget Revision to deploy emerging 
underspends both within and across portfolios to ensure that we maximise the 
budget available in 2014-15.  

Accordingly, the Spring Budget Revision records the deployment of £115 million of 
redirected budget – representing 0.4% of the total fiscal DEL budget. 

The table below details where redirected budget has been deployed and for what 
purpose. 

Portfolio Level 2  Purpose Amount 
£m 

Infrastructure, 
Investment & Cities 

Other Expenditure Asset Management Strategy 25.0 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support investment in  Free 
School Meals infrastructure 

24.8 

Health, Wellbeing & 
Sport 

Sport To support Commonwealth 
Games Security and resources 

19.1 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support investment in Early 
Years Childcare infrastructure 

17.5 

Infrastructure, 
Investment & Cities 

Other Expenditure To support corporate 
procurement functions 

12.3 

Rural Affairs, Food & the 
Environment 

EU Support and 
Related Services 

To support Payment and 
Inspections services 

6.2 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support Elgin Flood 
Prevention Scheme 

5.5 

Crown Office & 
Procurator Fiscal 
Service 

Crown Office & 
Procurator Fiscal 
Service 

To support large and complex 
cases 

2.0 

Culture, Europe & 
External Affairs 

Europe & External 
Affairs 

To support Brussels Office  
 

1.0 

Finance, Constitution 
and Economy 

Parliamentary 
Business & 
Government Strategy 

Strategic Communications 0.8 

Social Justice, 
Communities & 
Pensioners’ Rights 

Housing & 
Regeneration  

To support Rent Registration 
Service  

0.5 

Health, Wellbeing & 
Sport 

Health To support Glasgow Centre for 
Population Health 

0.5 

Social Justice, 
Communities & 
Pensioners’ Rights 

Local Government To support removal of 
contaminated land at Blanefield  

0.3 

   115.5 
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Source of redirected Budget 

Portfolio Level 2  Amount 

£m 

Infrastructure, 
Investment & Cities 

Scottish Water 43.5 

Infrastructure, 
Investment & Cities 

Rail Services 27.1 

Infrastructure, 
Investment & Cities 

Motorways and Trunk 
Roads 

17.7 

Education and Lifelong 
Learning 

Scottish Funding 
Council 

13.4 

Justice Scottish Prison Service 12.3 

Scottish Parliament 
Corporate Body 

Scottish Parliament 
Corporate Body 

1.5 

  115.5 

 

 



FI/S4/15/9/3 

Finance Committee 
 

9th Meeting, 2015 (Session 4), Wednesday 11 March 2015 
 

Subordinate Legislation: Scottish Landfill Tax 
 
Introduction 

1. The purpose of this paper is to set out background and procedural information 
for the Committee’s consideration of the following statutory instruments relating to 
the Landfill Tax (Scotland) Act 2013 (SLfT)— 

 The Scottish Landfill Tax (Administration) Amendment Regulations 2015 [draft] 

 The Scottish Landfill Tax (Exemption Certificates) Order 2015 [draft] 

2. Hard copies of both instruments along with their accompanying policy notes 
have been circulated to members. 

The Scottish Landfill Tax (Administration) Amendment Regulations 2015 

3. The Regulations amend the Scottish Landfill Tax (Administration) Regulations 
2015 to provide that a weighbridge must be used to weight disposals to landfill, if a 
working one is available on site. The policy note states that this “will help ensure the 
accuracy of tax returns and the Scottish Landfill Tax is applied fairly and equitably 
across all sites.” 

4. The policy note sets out that alternative approaches will be made available on 
application to Revenue Scotland in the event of “weighbridge breakdowns or when 
an alternative weighbridge is not available within close proximity to the landfill site.” 

5. Failure to comply with the weighing regulations set out in Part 9 of the Scottish 
Landfill Tax (Administration) Regulations 2015 may result in a penalty under the 
Revenue Scotland and Tax Powers Act 2014. 

6. No objections to the approach were raised in consultation and engagement 
work undertaken by the Scottish Government/industry but one comment noted that 
definitions were required of the terms “close enough proximity” and “unreasonable 
costs” that are used in regulation 10. The policy note states that “Revenue Scotland 
will publish guidance that will take into account associated considerations such as 
the size and geographical location of sites.” 

The Scottish Landfill Tax (Exemption Certificates) Order 2015 

7. The policy note sets out that the purpose of the Order is to “provide Revenue 
Scotland with the ability to provide local authorities, SEPA and other authorities that 
exercise removal powers in the Environment Protection Act 1990 and similar 
legislation, with an exemption for any landfill tax liability that may arise from the 
clear-up of a site following an un-authorised disposal.”  

8. The Order provides that Revenue Scotland may issue an exemption certificate 
to SEPA, a waste regulation authority or waste collection authority (as defined by the 

http://www.legislation.gov.uk/sdsi/2015/9780111026526/contents
http://www.legislation.gov.uk/sdsi/2015/9780111026694/contents
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1990 Act), or any other body or person that exercises waste removal powers under 
any other enactment. 

9. Revenue Scotland would also have power to apply conditions associated with 
the issue of an exemption certificate. A landfill operator must issue a statement to 
the authority making a disposal detailing the amount of tax that has been exempted. 
The authority must then send this statement to Revenue Scotland. 

10. The Scottish Government “envisages that this exemption will be used by 
authorities who are unable to recover their costs from the responsible person who 
made the original un-authorised disposal and where landfill is the only practical 
destination for the material.” 

Scrutiny Procedure 

11. The Order is subject to the affirmative procedure set out in Rule 10.6 of 
Standing Orders. Under this procedure, the Parliament has a 40 day period in which 
to consider the Order with scrutiny being carried out both by the Finance Committee 
as lead committee and by the Delegated Powers and Law Reform Committee 
(DPLRC). The DPLRC considered the instruments at its meeting on 3 March and 
reported that it did not have any issues to bring to the attention of the Committee. 

12. As lead committee, the Committee will be asked to consider the following 
motions from the Cabinet Secretary for Finance, Constitution and Economy— 

S4M-12550 – That the Finance Committee recommends that the Scottish 
Landfill Tax (Administration) Amendment Regulations 2015 [draft] be 
approved; and 

S4M-12551 – That the Finance Committee recommends that the Scottish 
Landfill Tax (Exemption Certificates) Order 2015 [draft] be approved. 

13. Prior to formal consideration of the motions, there will be an opportunity for the 
Committee to take evidence from the Cabinet Secretary and his officials. Following 
this evidence session the Committee will formally consider the motions at which 
point only members of the Committee and the Cabinet Secretary may participate in 
proceedings. 

Conclusion 

14. The Committee is invited to consider the above in its scrutiny of the 
instruments. 

Catherine Fergusson 
Senior Assistant Clerk to the Committee  
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