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INTRODUCTION 

1. This supplementary Financial Memorandum has been prepared by the Scottish Government 
to accompany the Public Services (Scotland) Bill following Stage 2 consideration of that Bill 
which concluded on 2 March.  It has been produced in accordance with Rule 9.7.8B of the 
Parliament’s Standing Orders.  It does not form part of the Bill and has not been endorsed by the 
Parliament.  

2. It describes provisions in the Bill which were either introduced to the Bill or amended at 
Stage 2. The Memorandum supplements the Financial Memorandum lodged in relation to the 
Bill as introduced and it should be read in conjunction with the original Explanatory Notes and 
other accompanying documents published to accompany the Bill (As Introduced) (SP Bill 26–
EN).  Outlined below are descriptions of the relevant powers which have been added, amended 
or modified and explanations of financial implications thereof. 

BILL CONTENT 

3. Detailed financial information on the amendments at Stage 2 is set out within this Financial 
Memorandum in line with the parts of the Public Services Reform (Scotland) Bill as follows:  

• Part 1 contains a number of structural changes, abolishing some bodies and merging others, 
to reduce the number of national public organisations, and delegating from the Forestry 
Commission Scotland.  

 
• Part 2 gives Scottish Ministers order-making powers to effect organisational and other 

changes in the public sector landscape in Scotland, including amending existing legislation; 
and to remove or reduce by statutory instrument burdens in the Scottish public sector as 
scheduled in the Bill, similar to the power contained in section 1 of the Legislative and 
Regulatory Reform Act 2006 which does not extend to devolved matters in Scotland. 

 
• Part 2A provides for the publication of information on expenditure by certain bodies. 

 
• Part 3 provides a statutory basis for the establishment of Creative Scotland.  
 
• Part 4 contain provisions for social care and social work improvement and scrutiny. 
 
• Part 5 contain provisions for healthcare improvement and scrutiny. 
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• Part 5A amends the Mental Health (Care and Treatment) (Scotland) Act 2003 to make 

provision about the exercise of scrutiny functions by certain bodies.  
 
• Part 6 of the Bill contains provisions relating to the delivery of a more proportionate 

system of scrutiny and public finance and accountability and amends the Scottish Public 
Services Ombudsman Act 2002 to make provision in relation to complaints handling 
procedures of listed authorities.  

 
• Part 6A amends the Charities and Trustee Investment (Scotland) Act 2005 in relation to the 

regulation of charities and charity trustees.  
 
• Part 7 of the Bill contains miscellaneous general provisions. 

 
SUMMARY OF FINANCIAL IMPLICATIONS 

4. Table 1 sets out an amended summary of the financial implications across the Bill. Table 1 
and the tables throughout the document provide the best estimate of the costs and potential 
savings arising from changes proposed within the Bill. In line with Standing Order rule 9.3.2, 
where there is a margin of uncertainty in the best estimates, upper and lower estimates are shown 
within the tables for individual changes. Where required, explanation of the assumptions and 
uncertainties taken into account in calculating the upper and lower estimates and in determining 
the best estimates is provided within the text of the Financial Memorandum. Where there is 
limited margin of uncertainty a single estimate is shown. 
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Table 1: Summary of Financial Implications (£) 
 

Best Estimated Costs Best Estimated Savings Part Organisational 
Change 

2008-09 
-2010-11 

2011-12 2012-13 2013-14 2010-11 2011-12 2012-13 2013-14 

1 Simplification Of 
Public Bodies 

        

 Transfer of Deer 
Commission to 
SNH 

60,000 50,000 50,000 50,000 172,000 172,000 172,000 172,000 

 Advisory 
Committee on Sites 
of Special 
Scientific Interest 

15,000 10,000 10,000 10,000 20,000 20,000 20,000 20,000 

 Waterwatch 0 376,000 130,000 19,000 0 273,000 258,000 300,000 

 Scottish Records 
Advisory Council 

0 0 0 0 250 250 250 250 

 Scottish Industrial 
Development 
Advisory Board 

0 0 0 0 15,000 15,000 15,000 15,000 

 Building Standards 
Advisory 
Committee 

0 0 0 0 4,600 4,600 4,600 4,600 

 Historic 
Environment 
Advisory Council 
for Scotland 

0 0 0 0 210,500 210,500 210,500 210,500 

 Regional Boards of 
Scottish 
Environment 
Protection Agency 

0 0 0 0 124,000 124,000 124,000 124,000 

 Delegation of RSA 
Grants to Scottish 
Enterprise 

181,500 33,000 33,000 33,000 0 0 0 0 

 Forestry 
Commission 
Scotland 

0 10,000 10,000 10,000 0 10,000 10,000 10,000 

 Scottish Civil 
Enforcement 
Commission [1] 

3,400 1,900 1,900 1,900 0 0 0 0 

2 Order Making 
Powers [2] N/K N/K N/K N/K N/K N/K N/K N/K 

2A Information on 
exercise of public 
functions [2A] 

0 0 0 0 0 0 0 0 

3 Establishment Of 
Creative Scotland 3.104M 126,000 85,000 57,000 1.220M 1.220M 1.220M 1.220M 

4 Creation Of 
Social Care And 
Social Work 
Improvement 
Scotland 

1.865M 1.145M 1.850M 700,000 0 2.200M 2.000M 2.000M 
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Best Estimated Costs Best Estimated Savings Part Organisational 
Change 

2008-09 
-2010-11 

2011-12 2012-13 2013-14 2010-11 2011-12 2012-13 2013-14 

5 Creation Of 
Healthcare 
Improvement 
Scotland 

240,000 151,000 0 0 0 164,000 164,000 164,000 

6 Scrutiny and 
Complaints 
Handling [4] 

26,000 296,000 151,000 151,000     

7 Miscellaneous 
Provisions 
 
 

0 0 0 0 0 0 0 0 

 Total Across Bill 
 5.495M 2.199M 2.321M 1.032 1.766M 4.413M 4.198M 4.240M 

 Total Costs / 
Savings    11.047

M    14.617
M 

[1] The Scottish Civil Enforcement Commission has no existing budget, but not proceeding with establishment of 
SCEC provides savings of £1.6m over the first 3 years of the body and estimated recurring savings of £664,000 p.a. 
[2] Costs and savings arising from the Order-making powers in Part 2 are not known (N/K). All proposals under the 
power must demonstrate regard for efficiency, effectiveness and economy. 
[2A] It is expected that the Scottish Government and most public bodies will be able to collect the required 
information through their existing financial information systems and publish such information as part of, or 
alongside, their annual reports and accounts. Any additional costs are not therefore expected to be significant. 
[3] Total estimated costs include costs for years prior to commencement. Total estimated savings are for the four 
years following commencement of the Bill.  
[4] These costs include: -  

(i) additional costs to the Scottish Parliament on its budget for the Scottish Public Services Ombudsman. 
They will, however, be outweighed over the medium to long term by savings arising from elsewhere in the 
complaints handling system across all Scottish public services.  
(ii) £26,000 under Public Finance and Accountability associated with the additional costs for the Chair of 
the Board of Audit Scotland. 

PART 1 – SIMPLIFICATION OF PUBLIC BODIES 

5. Part 1 contains the legislative provision to implement a number of the structural changes 
which make up part of the Scottish Government’s Simplification Programme. The changes 
introduced at Stage 2 are: 

• Transfer of the functions of Waterwatch to Scottish Public Services Ombudsman and 
Consumer Focus Scotland 

• Dissolution of Regional Boards of Scottish Environment Protection Agency 
• Forestry Commissioners: joint ventures etc.  

The following table summarises the overall costs and savings for all of the proposals in Part 1.  
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Table 2: Summary table of costs and savings in Part 1(£) 
 
Organisational 
Change 

Best Estimate of Costs Best Estimate of Savings 

 2008-09 
-2010-11 

2011-12 2012-13 2013-14 2010-11 2011-12 2012-13 2013-14 

Transfer of Deer 
Commission to SNH 

60,000 50,000 50,000 50,000 172,000 172,000 172,000 172,000 

 Advisory Committee 
on Sites of Special 
Scientific Interest 

15,000 10,000 10,000 10,000 20,000 20,000 20,000 20,000 

Waterwatch 0 376,000 130,000 19,000 0 273,000 258,000 300,000 
Scottish Records 
Advisory Council 

0 0 0 0 250 250 250 250 

Scottish Industrial 
Development Advisory 
Board 

0 0 0 0 15,000 15,000 15,000 15,000 

Building Standards 
Advisory Committee 

0 0 0 0 4,600 4,600 4,600 4,600 

Historic Environment 
Advisory Council for 
Scotland 

0 0 0 0 210,500 210,500 210,500 210,500 

Regional Boards of 
Scottish Environment 
Protection Agency 

0 0 0 0 124,000 124,000 124,000 124,000 

Delegation of RSA 
Grants to Scottish 
Enterprise 

181,500 33,000 33,000 33,000 0 0 0 0 

Forestry Commission 
Scotland 

0 10,000 10,000 10,000 0 10,000 10,000 10,000 

Scottish Civil 
Enforcement 
Commission [1] 

3,400 1,900 1,900 1,900 0 0 0 0 

Total  
 259,900 480,900 234,900 123,900 546350 829,350 814,350 856,350 

Total Over 4 Years    1.09M    3.04M 
 
[1] The Scottish Civil Enforcement Commission has no existing budget, but not proceeding with establishment of 
SCEC provides savings of c£1.6m over the first 3 years of the body and estimated recurring savings of £664,000 
p.a. 

TRANSFER TO SCOTTISH PUBLIC SERVICES OMBUDSMAN (SPSO) AND 
CONSUMER FOCUS SCOTLAND (CFS) OF THE FUNCTIONS OF WATERWATCH 

6. This sets out the financial cost of winding up Waterwatch and transferring the functions to 
the Scottish Public Services Ombudsman (SPSO) and Consumer Focus Scotland (CFS). The 
costs and savings identified are estimates of the costs and savings resulting from the dissolution 
of Waterwatch and for SPSO and CFS to incorporate staff and work streams into their existing 
structures. 
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Overview 

7. Waterwatch consists of a convenor and a series of panels supported by a company limited 
by guarantee and currently employs 7 permanent members of staff. Its role is to handle 
complaints and provide customer representation for water customers. It is proposed to dissolve 
the convenor and panels and transfer the functions of these, and the staff supporting these 
functions to CFS and SPSO. The transfer will take place on 1 April 2011.  

Costs on the Scottish Government 

8. The costs of Waterwatch are borne by the water industry, and thus the water industry 
would realise the savings. Waterwatch Scotland is funded by a levy on Scottish Water of 
£723,000. It is proposed that some of this levy is transferred to CFS.  

9. The Scottish Government will save approximately £15,000 every three years around the 
appointment of the Convenor of Waterwatch Scotland and £9,000 per annum (0.25 of a policy 
officer) due to the reduction in sponsorship duties. The capacity released will be absorbed into 
other areas of Scottish Government activity. 

10. The transition costs of winding up Waterwatch will arise from: 

• Human resources  
• Location  
• Business Systems  
• Legal and actuaries fees  

The costs of transition will be met from the customer levy. 
 
 Staff costs  

11. Staff costs at Waterwatch Scotland (following agreement of its new pay remit) will be 
£317,000 in 2009/10. Where staff transfer to SPSO or CFS the annual salaries will be met by 
those organisations from the date of transfer. The financial memorandum assumes that all staff 
transfer, and continue working wholly on water related issues for the following two years. From 
year three onwards the financial memorandum assumes that all transition issues have been 
worked through and hence uses the estimates for ongoing costs. 

Harmonisation of terms and conditions  

12. Staff will transfer to the body that will take responsibility for the function they are most 
closely aligned to in Waterwatch.  

13. The overall terms and conditions, including pay scales for Waterwatch, are broadly 
comparable with those of CFS and SPSO. Until the process of job matching and job evaluation 
has been undertaken it is not possible to put an exact cost on any compensation arising from 
harmonisation. Assuming all staff transfer, a broad comparison of terms at this stage indicates 
that the estimated compensation costs forecast over a five year period are likely to be between 
£133,000 and £147,000 with a best estimate of £140,000. This assumes 100% take up by staff 
with payments staged over three financial years (2011/12 through to 2013/14).  
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Pensions 

14. Waterwatch staff are members of the Falkirk Council Pension Fund (Local Government 
Pension Scheme). Both CFS and SPSO are members of the Principal Civil Service Pension 
Scheme (PCSPS). On transfer, staff will have the option to preserve their accrued benefits in 
FCPF or to transfer their accrued benefits to PCSPS in accordance with the terms of a bulk 
transfer agreement between the pension schemes. The bulk transfer would require the employer 
to make up any deficit in the FCPF. Should staff decide to transfer to PCSPS the deficit would be 
crystallised and would need to be met at the time of transfer. 

15. The current estimate of liabilities is £600,000. The cost of any funding deficit will depend 
on a valuation at the date of transfer. However, based on the current funding deficit in FCPF of 
approximately 30% this means that £180,000 will require to be paid.  

16. The costs of making up any deficit in the pension fund would be met from the customer levy. 
These costs would be met in the first two years following the transfer.  

Voluntary Early Severance Scheme 

17. It is anticipated that all staff in Waterwatch will transfer to either SPSO or CFS. However, in 
the event that it does not prove possible to offer staff a redeployment package to one of these 
organisations that they consider to be equivalent to their current employment package then that 
member of staff would be offered the opportunity to seek assistance from the Scottish 
Government redeployment service to find a acceptable post elsewhere in the public sector or to 
take voluntary early severance. The cost of voluntary early severance, if taken by all members of 
staff, is likely to be approximately £120,000. Early indications from Waterwatch are that the 
majority of staff do not intend to take this option.  

18. Any costs incurred under voluntary early severance would reduce the potential harmonisation 
costs. Therefore the maximum estimated transition cost for voluntary early severance and 
harmonisation is £140,000. As it is currently anticipated that staff will transfer the cost of 
harmonisation has been used in all calculations of savings in this document. 

Voluntary Early Retirement Scheme  

19. It is not anticipated at this time that any staff member would take VER.  

Relocation Costs 

20. Waterwatch is located in Alloa whilst CFS and SPSO are located in Glasgow and Edinburgh 
respectively. It is anticipated that all staff will transfer to the successor bodies and claim the 
additional travelling costs. The estimated additional cost over a 3-year period is a maximum of 
£5,500 per member of staff. If all members of staff took this option it would cost £38,500 over 
three years or £12,833 pa. 

21. It is not anticipated that staff members will choose to relocate to be nearer the new offices 
but, in the event they do, the cost of relocation would be a maximum of £8,000 per staff member. 
If all members of staff took this option it could therefore cost up to £56,000. 
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22. It is anticipated, based on initial discussions with staff, that staff will choose to travel rather 
than relocate. However, to ensure conservative estimates of savings are produced the higher 
estimate - relocation costs of £56,000 - are used in the summary table. 

Costs on Local Authorities 

23. None. 

Costs on other bodies, individuals and businesses 

Non staff costs - business systems  

24. The estimate of the start up costs to incorporate Waterwatch Scotland’s functions to SPSO 
and CFS is £129,000. This will cover legal advice, communications, and information and 
communication technologies.  

Ongoing costs 
25. CFS and SPSO have forecast that once transition issues have been worked through, 
undertaking complaints handling and representation of water customers will cost £432,000 per 
annum. This represents the on-going costs for members of staff (£275,000) together with 
overheads (£157,000).  

Legal fees and actuaries  

26. It is estimated that legal fees will be approximately £10,000 in the first year following 
transfer and £5,000 thereafter. The ongoing costs are expected to be incurred seeking legal 
advice on relationships with Scottish Water, licensed providers and how SPSO should deal with 
specific complaints.  

Summary 

27. In 2011/12 the impact of winding up Waterwatch and transferring the functions to the SPSO 
and CFS is forecast to be an additional cost of £103,000. In 2012/13 the impact is forecast to be a 
saving of £128,000, which increases to over £300,000 by in 2014/15 and thereafter.  

28. Over the forthcoming regulatory period in the water industry, which runs from 2010/2015, 
winding up Waterwatch and transferring the functions to the SPSO and CFS is forecast to save 
£616,000. 
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Table 3: Financial Summary – Transfer of Waterwatch functions to Scottish Public 
Services Ombudsman and Consumer Focus Scotland 
 
Item 2010-11 2011-12 2012-13 2013-14 2014-15 Additional 

Information 
Existing organisation budget: 
- staff costs £471,500  Includes all staff, the 

convenor and panel 
members. 

- non-staff costs £251,500 0 0 0 0  
Total 
Organisational 
Budget 

£723,000 0 0 0 0  

SG Costs £9,000 0 0 0 0  
Transition costs: 
- Total per year  £376,0001 £130,0002 £19,0003 0  
Efficiencies: 
Total per Year 0 £273,0004 £258,0004 £300,0004 £310,0004 By 2013-14 it is 

expected that the 
number of staff 
required to work on 
water issues will 
have decreased. The 
freed up capacity 
will be used 
elsewhere in 
SPSO/CFS. 
Resulting from the 
reduction in 
recruitment costs  

SPSO/CFS On going Budget 
Total per year 0 £474,0005 £474,0005 £432,0006 £437,0007  
1 Representing harmonisation costs (paragraph 13 - £91,000), costs associated with changing pension schemes 
(paragraphs 14-16 - £90,000), relocation costs assuming that all staff transfer (paragraph 22 - £56,000), start up 
costs for business systems (paragraph 24 - £129,000) and legal & actuarial fees (paragraph 26 - £10,000).  
2 Representing harmonisation costs (paragraph 13 - £35,000), costs associated with changing pension schemes 
(paragraphs 14-16 - £90,000), and legal & actuarial fees (paragraph 26 - £5,000). 
3 Representing harmonisation costs (paragraph 13 - £14,000), and legal & actuarial fees (paragraph 26 - £5,000). 
4 Efficiencies are calculated from the existing organisational budget less SPSO/CFS on-going budget. In 2011/12 
and 2014/15 they include savings on appointments (paragraph 9 - £15,000) 
5 Representing Waterwatch current staff costs (paragraph 11 - £317,000) and SPSO/CFS on-going non-staff costs 
(paragraph 25 - £157,000) 
6 Representing SPSO/CFS on-going costs (paragraph 25 - £432,000)  
7 Representing SPSO/CFS on-going costs (paragraph 25 - £432,000) and legal & actuarial fees (paragraph 26 - 
£5,000) 

DISSOLUTION OF REGIONAL BOARDS OF SCOTTISH ENVIRONMENT 
PROTECTION AGENCY  

Costs on the Scottish Government  

29. No costs are anticipated as a result of the provision to dissolve the Regional Boards of 
Scottish Environment Protection Agency (SEPA).  
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30. Regional boards’ budget falls within the grant in aid provision provided by the Scottish 
Government. These existing cost figures cover costs incurred by members including the chair’s 
salary, meetings and expenses. The table below details the figures involved 

31. Only the chair of each of SEPA’s 3 Regional Boards are members of SEPA, appointed by 
Scottish Ministers. All other members of Regional Boards are appointed by SEPA.  

Table 4: Financial Summary – Regional Boards of Scottish Environment Protection 
Agency (£) 
 

Item 2008-09 2009-10 2010-11 Additional Information  
Existing 
Organisation 
Budget 

    

Staff Costs 23,000 23,000 0 Regional Board Chairs fees only. 
Non-staff Costs 75,000 79,000 0 Regional Board members fees, travel and subsistence 

expenses, stationary, meeting room fees and 
hospitality etc. 

Other Non-Staff 
Costs 

13,000 22,000 0 Attendance at conferences/seminars, producing 
reports, commissioning work etc. 

Total 
Organisation 
Budget 

111,000 124,000 0  

Expected 
Savings:  

 
  

Reduction in 
Staff 

0 23,000 91,000 Total of annual fee paid to Regional Board Chairman 
and members. 

Streamlined 
processes 

0 8,000 33,000 Total of accommodation, meals, meeting expenses, 
transport, public notices, recruitment, and travel and 
subsistence 

Other 
efficiencies  

0 0 0  

Total Expected 
Savings[1] 

0 31,000 124,000 
 

 

Costs on local authorities  

32. The dissolution of the Regional Boards of SEPA will not impose any direct costs on local 
authorities. 

Costs on other bodies, individuals and businesses  

33. The dissolution of the Regional Boards of SEPA will not impose any direct costs on other 
bodies, individuals and businesses.  
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FORESTRY COMMISSIONERS: POWERS TO DELEGATE FUNCTIONS AND 
ENTER INTO JOINT VENTURES 

Costs on the Scottish Government  

34. Where Forestry Commission Scotland delegates functions to community bodies, it will incur 
costs associated with ensuring that the proposed arrangements comply with legal and policy 
criteria and in drawing up necessary documents (such as leases). These costs are unlikely to 
exceed £10,000 per year and will be offset by reduced on-going management expenditure once 
functions have been delegated. Leases will be offered at full market value, as determined by the 
District Valuer. Lessees may be eligible to apply for grants (for example under the Scotland 
Rural Development Programme). 

35. Where the Forestry Commissioners enter into joint ventures, there are likely to be legal and 
financial costs associated with drawing up agreements and undertaking necessary due diligence. 
These costs will depend upon the complexity of individual negotiations, but joint ventures will 
not be considered unless they are expected to bring significant net benefits to Forestry 
Commission Scotland in future years. Joint venture projects take time to develop (for example, 
securing planning consent and financing can take two to four years), but it is estimated that net 
benefits from joint ventures will reach around £5-10 million per year from 2020.  

Costs on local authorities and on other bodies, individuals and businesses  

36. Community bodies wishing to lease land from the Forestry Commissioners will be 
responsible for their own legal costs and for a share of the valuation costs. Potential joint venture 
partners will be responsible for their own legal and financial costs.  

Table 5: Financial Summary – Forestry Commissioners: powers to delegate functions and 
enter into joint ventures 

Item 2010-11 2011-12 2012-13 2013-14 2014-15 Additional information 

Expected costs: 
Forestry 
measures1 

0 10,000 10,000 10,000  representing delegation of functions to 
community bodies 

Expected savings: 
Forestry 
measures1 

0 10,000 10,000 10,000  representing delegation of functions to 
community bodies 

1 representing delegation of functions to community bodies; joint ventures are expected to bring significant net 
benefits beyond 2014, which are estimated to reach around £5-10 million per year from 2020.  
 

PART 2A: INFORMATION ON EXERCISE OF PUBLIC FUNCTIONS.  

37. Part 2A imposes a number of duties on Scottish Ministers and persons, bodies and office-
holders listed in schedule 3 to publish information on expenditure. It is expected that the Scottish 
Government and most public bodies will be able to collect the required information through their 
existing financial information systems and publish such information as part of, or alongside, their 
annual reports and accounts. Any additional costs are therefore not expected to be significant. 
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PART 5A – MENTAL WELFARE COMMISSION FOR SCOTLAND 

38. This part of the Financial Memorandum sets out the financial implications of the scrutiny 
provisions in Part 5A of the Bill, which contains provisions to amend the Mental Health (Care 
and Treatment) (Scotland) Act 2003 in relation to the Mental Welfare Commission for Scotland, 
to focus its role as a protective body, ensure joined up working arrangements with the new 
scrutiny bodies and make changes to its structure. Only those provisions that are considered to 
have any financial implications are addressed.  

Costs on other bodies, individuals and businesses  

39. No costs are expected to fall on other bodies, individuals and businesses as a result of these 
provisions.  

40. The Bill restructures the Mental Welfare Commission for Scotland’s (MWCS) governance 
arrangements. Board members (Commissioners) currently carry out a dual role in relation to the 
Commission’s statutory functions, providing both a governance role as well as undertaking visits 
and inspections in respect of individuals with mental disorder on behalf of the Commission. 
Under the Bill, the Board is reduced from its current size of 17 to 20 members, to between 7 to 9 
members, who will provide governance for the Commission only. Newly appointed Commission 
Visitors, who may be staff or non-staff appointments by the Commission, will now carry out the 
Commission’s visiting and inspection functions. The change in the Commission’s structure will 
therefore be cost neutral to the Commission. 

41. The Bill places a duty on the Mental Welfare Commission for Scotland to give advice when 
asked to do so, so far as is reasonable, to any person about any matter relevant to the functions of 
the Commission. This puts on a statutory footing the existing practice of the Commission and 
will therefore not impose any additional costs on to the Commission. 

42. The Bill places a duty on the Mental Welfare Commission for Scotland to raise matters of 
concern with HIS and SCSWIS, as appropriate, to ensure joined up working between the MWCS 
and the new scrutiny bodies. This simply notifies these bodies of matters which will, in any case, 
be within their statutory remit and does not therefore impose any additional costs to those bodies.  

PART 6 – COMPLAINTS HANDLING PROCEDURES 

43. This part of the Financial Memorandum sets out the financial implications associated with 
the provisions for complaints handling procedures in Part 6 of the Bill. In summary, these 
provisions:  

• require the Scottish Public Services Ombudsman (SPSO) to publish a statement of principles 
concerning the complaints handling procedures of bodies and persons listed in schedule 2 to 
the Scottish Public Services Ombudsman Act 2002 (“listed authorities”);  

• enable SPSO to publish model complaint handling procedures (“model CHP”) for listed 
authorities in respect of these matters, as SPSO thinks fit; 

• require listed authorities to ensure that their complaints handling procedures comply with 
the statement of principles and, if specified, a model CHP; and  
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• require the SPSO to monitor, promote and encourage best practice in complaints handling 
by listed authorities, and require listed authorities to co-operate with the SPSO in the 
exercise of that function. 

Wider Context 

44. The financial implications of these provisions must be seen in the context of the financial 
implications of other changes being made to the overall complaints handling system across 
public services, for example:  

• the transfer of responsibility for overseeing water complaints from Waterwatch to the 
Scottish Public Services Ombudsman proposed for April 2011 in Part 1 of this Bill;  

• the transfer of responsibility for overseeing prisoner complaints from the Scottish Prison 
Complaints Commission to the SPSO proposed for October 2010 in the Scottish 
Parliamentary Commissions and Commissioners etc. Bill.  

45. This set of changes, all taken together, will move Scotland closer to a position where a single 
body is responsible for overseeing all public service complaints handling processes and for 
encouraging and supporting services to deal effectively with as many complaints as possible at 
the first point of contact. The changes, while incurring some limited transitional and on-going 
additional costs for the SPSO, should lead to savings across all public services.  
 
46. A specific example of this will be seen as a result of changes in the systems for handling 
water and prison complaints. The savings to be made from the responsibility for oversight of 
prison complaints and water complaints being given to the SPSO will be significant. In 2011/12 
the overall saving will be around £163,000 and by 2014/15 the recurring saving will be around 
£489,000. These figures have been derived from the savings indicated for Part 1 of the Public 
Services Reform (Scotland) Bill and in the Financial Memorandum for the Scottish 
Parliamentary Commissions and Commissioners etc. Bill.  

 
Costs on the Scottish Government  

47. No significant new costs are expected to fall directly to the Scottish Government as a result 
of these provisions. The primary additional costs will fall on the SPSO as it takes on its new role. 
The SPSO is funded directly by the Scottish Parliament. In future years the additional funding 
for the SPSO indicated in Table 2 will be negotiated by the SPCB and the SPSO in their annual 
budget discussions. The overall size of the budget held by the SPCB does of course impact on 
the proportion of the Scottish block which is available to the Scottish Government.  
 
48. As the SPCB has already set the Ombudsman’s budget for 2010/11, funding for agreed 
changes which need to take place in 2010/11 will be provided from relevant Scottish 
Government budgets. This is to enable the Ombudsman to start creating the baseline for some of 
the new activities as soon as possible. The priorities for the delivery and management of the 
budget during 2010/11 will be closely monitored by a SPSO Project Board with membership 
from the Scottish Government. Indicatively the additional and transitional costs for 2010/11 will 
be in the region of £105k. This will not be an ongoing cost and will not be additional to the 
figures set out for 2011/12 onwards in the table below. 
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Costs on the Scottish Parliamentary Corporate Body in funding the SPSO 

Table 6 - Summary of costs on SPSO for complaints handling provisions  
 
New duty  2011/12 2012/13 2013/14 
Statement of 
Principles 

Nil Nil Nil 

Complaints handling 
procedures 

£190k £110k £110k 

Promotion of best 
practice 

£80k £15k £15k 

Total Costs £270k £125k £125k 
 
49. The table above sets out estimated additional costs for the SPSO from 2011/12 to 2013/14 
(transition costs in 2011/12 for the SPSO to set up the new arrangements and the ongoing 
additional yearly cost for the SPSO). The SPSO budget for these years will of course be 
considered in the usual way by the Parliamentary corporation (SPCB). The SPSO will continue 
to submit to the Parliamentary corporation, for approval, an annual budget bid for funding 
covering all his statutory functions, including these new duties. These discussions may lead to 
changes to the figures above, and the agreed figure each year would be subject to Parliamentary 
approval.  

50. The new arrangements for which this funding will be required are those which the 
Parliament’s Review of SPCB-supported Bodies Committee agreed should be undertaken by 
SPSO1. In its report, the Committee indicated it would support the implementation of these 
recommendations as part of Government’s PSR Bill. 

51. It is important to emphasise that it is anticipated that within 5 years the budget which the 
SPSO requires for dealing with escalated complaints should reduce as a result of the new 
provisions for which this additional funding will be required. This is because the new provisions 
will enable and encourage service providers to deal with complaints more quickly and more 
effectively. This will reduce the number of cases referred to the SPSO and so should result in a 
saving to the SPSO. It is reasonable to assume, therefore, that in the medium term this saving 
will more than balance out the costs of the new duties and it will certainly result in a limitation of 
ongoing increase in budget with respect to those duties. More generally, it is important to 
emphasise, as indicated in paragraph 3, that this modest increase in expenditure for the SPCB 
funding to SPSO will be helping to deliver savings across the whole public sector budget through 
improved handling of complaints (as indicated further in paras. 11-13).  

 
Costs on local authorities and other service providers  

52. The costs associated with compliance with the new complaints handling provisions are 
unlikely to be significant in most cases. Many service providers will already have a complaints 
handling procedure. In situations where they do not or where they are asked to adopt something 
radically different, there may be costs associated with training for staff and printing supporting 
literature. There may also be costs in terms of staff time in reviewing complaints handling 
processes so that they are in line with the new models.  
 

                                                 
1 Review of SPCB-supported Bodies Committee: 1st Report; Scottish Parliament 2009 - Recommendation 13. 
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53. However, any cost implications associated with these improvements will not generally be in 
new costs but rather a redistribution of existing spend. For example, there may be increased costs 
for service providers where they are required to provide more training for complaints handlers 
and develop complaints processes. However, these costs should be more than off-set by a 
reduction in the number of cases escalated or referred to senior staff for decision, which is 
generally recognised to be a costly stage of the process.  

Additional evidence on costs and benefits 

54. The National Audit Office (NAO) has reported that “there are major savings to be made by 
departments and agencies if they can resolve more complaints and appeals at the lowest possible 
levels of the “ladder of redress’ rather than allowing complaints or appeal cases to progress up 
the system, involving extra bodies and accumulating extra costs and delays as they do so."2 The 
NAO has estimated that, in England, some 2% of the total administration cost of public service 
provision may be tied up in complaint handling and redress mechanisms – there is no reason to 
believe that the position will be markedly different in Scotland. 

55. There are considerable savings to be made in Scotland by reducing the volume of complaints 
which are escalated to second or third stages of consideration, and which draw in senior staff. 
Indeed, the Sinclair report noted that in Glasgow City Council, introducing council-wide 
corporate customer care procedures, with an emphasis on dealing effectively with complaints as 
quickly as possible, led to a 60% reduction in complaint numbers being escalated to executive 
level; Glasgow City Council now has a disproportionately low number of complaints referred to 
the SPSO. Although the savings to the council and to the SPSO would be difficult to quantify, it 
is clear that this approach has led to savings.  

56. This evidence is supported in an NAO report on complaints handling within the Department 
of Work and Pensions. The NAO noted that: 

“Improving the adequacy and quality of the responses to complaints could increase the 
economy and efficiency of complaints handling by reducing the number of complaints 
escalated to higher and more costly tiers. Complaints resolved successfully at tier 1 may be 
as much as 40 times cheaper than those resolved at tier 3. Reducing the number of cases that 
reach tier 3 by a third could save the department over £700,000”.3  

PART 6A – CHARITIES 

57. This part of the Financial Memorandum sets out the financial implications of the 
miscellaneous provisions in Part 6A of the Bill. Only those provisions that are considered to 
have any financial implications are addressed.  

Costs on the Scottish Government and on Local Authorities 

58. No costs are anticipated as a result of these provisions. 

                                                 
2 When Citizens Complain, the House of Commons Public Affairs Select Committee, March 2008 
3 Department of Work and Pensions: Handling Customer Complaints, Report by Comptroller and Auditor General, 
National Audit Office, 2008 
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Costs on other bodies, individuals and businesses 

Websites  

59. The Bill amends the provisions in the Charities and Trustee Investment (Scotland) Act 2005 
to specify that the documents covered by the References in Documents Regulations may include 
any webpages specified in the regulations.  

60. This amendment will require charities on the Scottish Charity Register who operate their own 
website, or who have a website operated on their behalf, to include certain information relating 
to their charitable status on any webpages specified in the Regulations. At present the 2005 Act 
and the Charities References in Documents (Scotland) Regulations 2007 require charities to 
include this information on certain listed documents.  

61. When this amendment was consulted on the Scottish Government sought views on whether 
this change could be implemented without charities incurring significant costs. Those 
respondents who commented on potential costs did not think that there would be a significant 
cost to them for including this information their website. A long lead in time before the 
requirement is enforced should also mean that websites can be updated to include this 
information as part of a regular review. 

Amendment of constitutions 

62. The Bill amends the Charities and Trustee Investment (Scotland) Act 2005 to allow charities 
to amend their constitutions by adding a new administrative provision, which will allow the 
charity to be administered more effectively. Currently, a charity can only remove or amend an 
existing administrative provision. 

63. No costs are anticipated as this is an enabling provision. If a charity uses this new power to 
make a reorganisation then it will have costs in terms of undertaking the work and there will be 
costs to the Office of the Scottish Charity Regulator (OSCR) in processing it. If the charity is 
over a certain size – income over £250,000 – there will be costs in advertising (which based on 
current regulations is likely to be in the region of £700). This change will be of benefit to a 
charity, and is likely to be made a part of a larger scheme which would have been made anyway.  

64. However, any cost incurred by the charity in reorganisation is likely to be offset by simpler, 
more effective, administration in the future. 

Reorganisation of restricted funds 

65. The Bill amends the Charities and Trustee Investment (Scotland) Act 2005 to allow OSCR to 
approve the reorganisation of a restricted fund which is held by a charity. Currently, the only 
way to reorganise these funds would be to use the provisions contained in sections 9-11 of the 
Law Reform (Miscellaneous Provisions) (Scotland) Act 1990.  

66. No costs are anticipated as this is an enabling provision. If a charity uses this new power to 
make a reorganisation of a restricted fund then it will have costs in terms of undertaking the 
work and there will be costs to OSCR in processing it. There will be regulations made about the 
process for doing this – if they follow the reorganisation regulations in terms of advertising in 
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certain circumstances then there may be a cost in that to charities. This change will be of benefit 
to a charity.  

Trustee appointment 

67. The Bill amends the Charities and Trustee Investment (Scotland) Act 2005 to allow OSCR to 
appoint a charity trustee where the charity does not have enough charity trustees to be able to 
appoint additional charity trustees, and its constitution does not make provision for appointment 
in such circumstances. 

68. No costs are anticipated as this is an enabling provision. There is a possible cost to OSCR in 
terms of staff resources to approve, which will be met from OSCR’s existing budget. 

Section 30 directions 

69. The Bill amends the Charities and Trustee Investment (Scotland) Act 2005 to allow a charity 
to request a review of a decision by OSCR to issue it with a direction requiring it to take steps to 
meet the charity test. This provision also allows OSCR to vary or revoke a direction which it has 
issued. 

70. No costs are anticipated as this is an enabling provision. There is no cost to charities to 
change a direction, (except the cost of a letter to approach OSCR), although there are possible 
costs to OSCR in terms of staff time. There are potential costs to charities and to the Scottish 
Charity Appeals Panel (SCAP) and OSCR in allowing additional decision to be appealed, but 
this will be met from existing SCAP and OSCR budgets. 

71. A charity may incur costs from appealing to SCAP. However, SCAP is designed to be a 
quick, cost effective method of charities appealing decision by OSCR, which is designed to 
prevent charities from having to engage a solicitor. 

Trustee disqualification 
72. The Bill amends the Charities and Trustee Investment (Scotland) Act 2005 to allow the Court 
of Session, on the application of OSCR, to make an order deeming a person formerly in the 
management or control of a charity to be removed. The order has the effect that the person 
concerned is disqualified from being a charity trustee in the future. 

73. This provision will not place a cost on charities. There will be a cost to OSCR in applying to 
the Court of Session for a deemed disqualification, but this will be met from within their existing 
budget. There may also be a cost to the individual who OSCR are seeking the order for.  

PART 7 – MISCELLANEOUS AND GENERAL PROVISIONS 

74. The amendments to this part do not have any financial implications.  

 



ISBN 978-1-4061-6229-5

9 7 8 1 4 0 6 1 6 2 2 9 5

This document relates to the Public Services Reform (Scotland) Bill as amended at Stage 2 (SP 
Bill 26A)

SP Bill 26A-FM Session 3 (2010)

PUBLIC SERVICES REFORM (SCOTLAND) BILL
[AS AMENDED AT STAGE 2]

SUPPLEMENTARY FINANCIAL MEMORANDUM

 Parliamentary copyright.  Scottish Parliamentary Corporate Body 2010.

Applications for reproduction should be made in writing to: Information Policy, Office of the Queen’s 
Printer for Scotland (OQPS), St Clements House, 2-16 Colegate, Norwich NR3 1BQ, or by e-mail to 

licensing@oqps.gov.uk.  OQPS administers the copyright on behalf of the Scottish Parliamentary 
Corporate Body.

Produced and published in Scotland on behalf of the Scottish Parliamentary Corporate Body by 
RR Donnelley

                                                   £2.70  


