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PUBLIC AUDIT COMMITTEE

 
AGENDA

 
11th Meeting, 2013 (Session 4)

 
Wednesday 4 September 2013

 
The Committee will meet at 10.00 am in Committee Room 5.
 
1. Declaration of interests: Ken Macintosh will be invited to declare any relevant

interests.
 
2. Decision on taking business in private: The Committee will decide whether to

take items 6 and 7 in private.
 
3. Section 23 report - Developing financial reporting in Scotland: The

Committee  will  take  evidence  on  the  Auditor  General  for  Scotland's  report
entitled "Developing financial reporting in Scotland" from—

 
Caroline Gardner, Auditor General for Scotland;
 
Mark Taylor, Assistant Director, Audit Services Group, and Gemma
Diamond, Project Manager, Performance Audit Group, Audit Scotland.
 

4. Section 23 report - Scotland's key transport infrastructure projects; and
Scottish Government Major Capital Projects update: The  Committee  will
take evidence on the Auditor  General  for  Scotland's report  entitled "Scotland's
key  transport  infrastructure  projects";  and  the  Scottish  Government  Major
Capital Projects update from—

 
Sir Peter Housden, Permanent Secretary, and Alyson Stafford, Director
General Finance, Scottish Government;
 
David Middleton, Chief Executive, and Ainslie McLaughlin, Director Major
Transport Infrastructure Projects, Transport Scotland.
 

5. Section 23 report - Developing financial reporting in Scotland; and
evaluation in the public sector: The  Committee  will  take  evidence  on  the
Auditor  General  for  Scotland's report  entitled "Developing financial  reporting in
Scotland"; and evaluation in the public sector from—
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Sir Peter Housden, Permanent Secretary, and Alyson Stafford, Director
General Finance, Scottish Government.
 

6. Consideration of evidence - Scotland's key transport infrastructure
projects; and Scottish Government Major Capital Projects update: The
Committee  will  consider  the  evidence  received  at  agenda  item  4  and  take
evidence from—

 
Caroline Gardner, Auditor General for Scotland;
 
Angela Cullen, Assistant Director, and Dick Gill, Portfolio Manager,
Performance Audit Group, Audit Scotland.
 

7. Consideration of evidence - Developing financial reporting in Scotland;
and evaluation in the public sector: The  Committee  will  consider  the
evidence received at agenda item 5 and take evidence from—

 
Caroline Gardner, Auditor General for Scotland;
 
Mark Taylor, Assistant Director, Audit Services Group, and Gemma
Diamond, Project Manager, Performance Audit Group, Audit Scotland.
 

 
Jane Williams

Clerk to the Public Audit Committee
Room T2.60

The Scottish Parliament
Edinburgh

Tel: 0131 348 5207
Email: jane.williams@scottish.parliament.uk
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The papers for this meeting are as follows—
 
Agenda Item 3  

Auditor General for Scotland briefing paper PA/S4/13/11/1

Auditor General for Scotland Report PA/S4/13/11/2

Agenda item 4  

PRIVATE PAPER PA/S4/13/11/3 (P)

Note by the Clerk PA/S4/13/11/4

Correspondence between the Scottish Government and the
Public Audit Committee

PA/S4/13/11/5

Correspondence between Transport Scotland and the Public
Audit Committee

PA/S4/13/11/6

Agenda item 5  

PRIVATE PAPER PA/S4/13/11/7 (P)

 

http://www.audit-scotland.gov.uk/docs/central/2013/nr_130704_financial_reporting.pdf


 

 1 

   PA/S4/13/11/1 
 
SCOTTISH PARLIAMENT PUBLIC AUDIT COMMITTEE 
 
WEDNESDAY 4 SEPTEMBER 2013 

 
REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 
 
DEVELOPING FINANCIAL REPORTING IN SCOTLAND 
 

 

1. The report by the Auditor General on developing financial reporting in Scotland 

was published on 4 July 2013. It is a contribution to the Scottish Government’s 

development of its financial reporting in preparation for the new powers 

introduced by the Scotland Act 2012. 

2. Transparent government accounts are important.  They allow the public and the 

Scottish Parliament to hold the government to account, they can improve 

confidence in the public finances and provide important information to support 

decision-making.   The Scottish Government’s financial reporting framework 

provides a sound base and has continued to evolve since devolution, but the 

changing financial context means there is scope for the Scottish Government to 

further develop its financial reporting.   

3. The report highlights that there is currently no published picture of the assets and 

liabilities of the devolved public sector as a whole. It also identifies four particular 

areas for the Scottish Government to consider how best to develop its financial 

reporting: 

 The long-term consequences of funding assets from borrowing or public 

private partnerships. 

 How forecasts and other estimates are made. 

 How potential liabilities are assessed and monitored. 

 Simplify, and make clearer the reporting of complex areas of the accounts, 

such as student loans and the future reporting of budget underspend. 

4. The report recommends that with the changing financial environment this would 

be a good time for the Scottish Government to review, in discussion with the 

Scottish Parliament, the current financial reporting arrangements.    
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Public Audit Committee 

 
11th Meeting, 2013 (Session 4), Wednesday 4 September 2013 

 
Major Capital Projects update – options 

 
Background 

1. Members will recall that at the Committee meeting on 26 June 2013 they 
considered the latest 6 monthly Major Capital projects (MCP) update from the 
Scottish Government. This update is provided in June and December each year. In 
his covering letter, the Permanent Secretary commented that— 

“As we are regularly publishing much more information about the progress 
of major capital projects, I would welcome the Committee’s views on 
whether this might mean that reporting arrangements to the Committee 
should be updated. I have asked officials to liaise with the Committee 
secretariat on possible options that might be acceptable to the Committee.” 

2. Members will also recall that in its report entitled “Scotland’s key transport 
infrastructure projects”, Audit Scotland commented on the Scottish Government’s 6 
monthly MCP update, identifying areas where the content and presentation of 
information could be improved. Audit Scotland, in particular, recommended that 
future updates should include commentary and indicators that show: 

 individual projects’ progress (or changes) against approved time, cost and 
scope objectives 

 long term revenue commitments for projects once contracts have been 
signed 

 estimated long term revenue commitments for all other projects, where 
these have been approved for procurement. To avoid disclosing estimates 
for individual projects that me be commercially sensitive before contracts 
are awarded, reports may provide this information on a portfolio basis or 
according to the type of investment being made, such as roads or schools. 

3. This paper includes information on what is currently reported by the Scottish 
Government (paragraphs 5-9 and Annexe A) and what is being proposed by the 
Scottish Government. It also includes further information provided by Audit 
Scotland, including suggestions for how reporting may be improved (paragraph 10 
and Annexe B).   

4. This paper concludes by highlighting areas which the Committee may wish to 
discuss with the Permanent Secretary (paragraph 11). At Agenda item 6, the 
Committee will then be invited to discuss and agree the content of, and approach 
to receiving regular 6 monthly updates from the Scottish Government on major 
capital projects. 
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Scottish Government proposals 

5. The Permanent Secretary has suggested that to replace the current MCP 
update with the following: 

“We would include the precisely the information contained in the PAC report 
(project title, estimated capital value, current timescale to completion, 
progress update and contribution towards local economic development), 
and variances since the last report, in the Annex to the annual Infrastructure 
Investment Plan progress report 
(www.scotland.gov.uk/Publications/2013/02/5866 ).  We would also send to 
the Committee the Infrastructure Investment Plan project pipeline 
(www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProje
ctPipeline) when it is updated on a six monthly basis, together with a note 
on variances since the previous update.” 

6. Scottish Government officials have confirmed that the annual Infrastructure 
Investment Plan progress report is usually published in February each year whilst 
the Infrastructure Investment Plan 2011 – Updated Project Pipeline is usually 
published in August each year. 

7. In his letter the Permanent Secretary explains that— 

“The advantage of this option could be that Members would be able to 
review information about progress by policy area and more information 
about projects, as projects over £20m, not just £50m, would be included.  
This would be a much fuller report than is currently presented to the PAC 
and would establish a clear link with the Infrastructure Investment Plan.  The 
PAC would also have the opportunity to consider updates to the public 
project pipeline on a six monthly basis in order to review the information that 
we are publishing to the market about investment plans.” 
 

8. In Annexe A, clerks have extracted the relevant information about the same 
two projects (as examples) from each of the three documents: the Committee’s 
current MCP update, the Scottish Government’s annual IIP progress report and the 
Scottish Government’s Infrastructure Investment Plan 2011 – updated project 
pipeline, to compare the range of information currently provided. Members should 
note that the data contained in each document may differ given the reports cover 
different periods of the year.   

Information provided in the MCP update 

9. At present the following information is provided to the Committee in the MCP 
update: 

 In the covering letter from the Permanent Secretary: 

o an update on the four work streams from the Committee’s report of 
February 2009 (entitled Major Capital projects). Those four areas are: 
Strengthening Governance of the capital programme, Improving 
project cost and time estimating for capital projects, Project 

http://www.scotland.gov.uk/Publications/2013/02/5866
http://www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProjectPipeline
http://www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProjectPipeline
http://www.scotland.gov.uk/Publications/2013/02/5866
http://www.scotland.gov.uk/Publications/2013/02/5866
http://www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProjectPipeline
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Management and Governance, and making routine use of learning 
lessons. 

o In relation to the MCP update table for projects with a capital value in 
excess of £50m: 

 Project title including summary description; 

 Estimated capital value 

 current timescale to completion 

 commentary on the progress made as of the time of 
publication. This includes key milestone dates, relevant 
contract information and value and contractor name, and 
procurement model 

 commentary on the contribution towards local economic 
development (including numbers of jobs as well as local 
training opportunities and the value of the economic benefits) 

 A summary of changes since the last MCP update is included (which also 
identifies those projects which have been removed as they are completed) 

 A summary of the progress made on the Hub Programme including: 

o the hub territory 

o the total estimated capital value 

o a commentary on the progress made including establishment date, a 
breakdown of the individual project type, value and key milestones). 

Audit Scotland further information 

10.  Responding to a request from the Committee at its meeting on 26 June 
2013, Audit Scotland have provided information about what principles they 
consider should apply to public reporting of projects and to illustrate what 
information the Scottish Government might publicly report to the Committee. A 
copy of this information including an illustrative template for future 6 monthly 
reporting by the Scottish Government to the Committee is attached in Annexe B. 
Audit Scotland explain that they have suggested a higher-level of reporting that 
connects summary information about spending on individual projects with 
information about investment spending at portfolio and government level in the 
longer term. 

Areas for discussion with the Permanent Secretary 

11. Members may wish to explore with the Permanent Secretary, the extent to 
which the annual IIB progress report and the Infrastructure Investment Plan 2011 – 
Updated Project Pipeline will: 
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 contain all the information currently provided to the Committee in the 6 
monthly MCP update (set out  in paragraph 9 above); 

 be updated to include the information recommended by the AGS in her 
report (page 9) entitled “Scotland’s key transport infrastructure projects” 
(also reproduced at paragraph 2 above) and will address the areas identified 
in Audit Scotland’s further information and template (in Annexe B); 

 be published at the end of February and end of August (respectively) each 
year (and the circumstances when the Committee may be notified if these 
publication deadlines may not be achieved); 

 contain data and information directly comparable between the two different 
documents.  

Next Steps 

12.  At agenda item 6, the Committee will be invited to consider and agree 
its approach to receiving 6 monthly Major Capital projects updates from the 
Scottish Government. 
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Annexe A: MCP Update format and information type – from the Scottish Government MCP update to the PAC, June 2013 

 

Project Title Estimated 
Capital 
Value 

Current 
Timescale to 
Completion 

Progress at May 2013 Contribution Towards Local 
Economic Development 

Forth 
Replacement 
Crossing - new 
crossing of the 
Forth estuary 
connecting into 
trunk road 
network 

£1.45bn-
£1.60bn 

2016-17 The Forth Replacement Crossing 
(FRC) scheme consists of three 
contracts, two of which are now 
complete: 
 
Fife ITS - The contract to install the 
Intelligent Transport System (ITS) 
gantries on the M90 between Admiralty 
and Halbeath Junctions in Fife and 
provision for southbound bus hard 
shoulder running has been completed 
by John Graham (Dromore) Ltd.  The 
bus lane and ITS went live on 4 
December 2012. 
 
M9 Junction 1A - The contract to 
improve Junction 1A of the M9 which 
provides improved connections 
between the motorway and the new 
bridge was recently completed by Sisk 
Roadbridge Ltd (SRB). Construction 
began in September 2011 and fully 
opened to traffic on 1 February 2013, 
two months ahead of programme. 
 

At its peak the FRC project will directly 
support 1,200 jobs and the Chambers 
of Commerce estimate that the FRC will 
deliver economic benefits worth around 
£6bn to Scotland’s economy.  The 
average number of staff on site in April 
2013 was 737. The number of staff on 
site varies depending on the stage of 
the works and is expected to reach the 
previous peak of 1200 later in 2013. 
334 Scottish firms have already 
benefitted from subcontracts and 
supply orders on the project.  
  
FRC will deliver every year 45 
vocational training positions, 21 
professional body training places and 
46 positions for the long term 
unemployed, as well as providing 
further scope  to maximise Modern 
Apprenticeship opportunities.  As of 31 
January 2013, 160 places for training 
and the long-term unemployed had 
been generated by the construction.           
         



PA/S4/13/11/4 

 6  

 

In relation to the Principal Contract, 
which is underway: 
 
Principal Contract - The contract for the 
bridge and connecting roads elements 
is being undertaken by the Forth 
Crossing Bridge Constructors (FCBC), 
a consortium comprising Dragados, 
Hochtief, American Bridge International 
and Morrison Construction.  It started 
construction in summer 2011 and is 
currently progressing to programme 
and scheduled for completion in 2016. 
 
The FRC project is currently on track to 
be delivered on time and within the 
forecast outturn cost range of £1.45bn 
to £1.6bn. 
       

Community Forums continue to be held 
on a regular basis. The forums enable 
Transport Scotland and the contractors 
to share information with community 
groups regarding upcoming 
construction activities and the 
measures proposed to mitigate the 
effects of these activities. 

A90 Aberdeen 
Western 
Peripheral 
Route (AWPR) / 
A90 Balmedie 
to Tipperty - to 
provide a 46km 
dual 
carriageway 
western 
peripheral route 
around the City 

£472m (NPD 
contract 
value at 
2012 prices)  

Spring 2018 The UK Supreme Court’s refusal of the 
appeal against the AWPR on 17 
October 2012 allowed the scheme to 
move forward.   
 
The project is currently being procured 
using the NPD model and four bidders 
have been invited to participate in the 
procurement competition.  The 
deselection of two bidders is 
anticipated in February 2014 with 
contract award anticipated late 2014 

Given the scale of the scheme it is 
reasonable to expect that local people 
and local companies will have the 
opportunity to participate in construction 
of the scheme. 
 
The opportunity to secure wider 
benefits for the economy beyond the 
traditional project objectives linked to 
the procurement of transport 
infrastructure is recognised, and the 
provision of community benefit clauses 
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of Aberdeen and 
the construction 
of 8 kilometres 
of new dual 
carriageway 
between 
Balmedie and 
Tipperty. 
 

subject to condition of the financial 
markets.   
 
 

is now an important consideration in the 
procurement process. 
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Annual Infrastructure Investment Plan progress report – Project and Programme progress report at January 2013 
 

Programme / project  Progress update  

Forth Replacement 

Crossing  

All three contracts making up the Forth Replacement Crossing (FRC) scheme are progressing well:  

Principal Contract - The contract for the bridge and connecting roads elements is being undertaken by the 

Forth Crossing Bridge Constructors (FCBC), a consortium comprising Dragados, Hochtief, American Bridge 

International and Morrison Construction. It started construction in summer 2011 and is currently progressing 

to programme and scheduled for completion in 2016.  

Fife ITS - The contract to install the Intelligent Transport System (ITS) gantries on the M90 between 

Admiralty and Halbeath Junctions in Fife and provision for southbound bus hard shoulder running has 

recently been completed by John Graham (Dromore) Ltd. The bus lane and ITS went live on 4 December 

2012.  

M9 Junction 1A - The contract to improve Junction 1A of the M9 which will provide improved connections 

between the motorway and the new bridge is being carried out by Sisk Roadbridge Ltd (SRB). Construction 

began in September 2011 and is nearing completion with opening scheduled for early 2013.  

The FRC project is currently on track to be delivered on time and within the forecast outturn cost range of 

£1.45 billion to £1.6 billion.  

AWPR (Aberdeen Western 

Peripheral Route) and A90 

Balmedie to Tipperty  

 

 

 

 

 

 

 

AWPR - The UK Supreme Court's refusal of the appeal against the AWPR on 17 October 2012 allowed the 

scheme to move forward. A Prior Information Notice was published on 19 October 2012 advising that 

expressions of interest will be sought in early 2013 with construction expected to start in 2014.  

A90 Balmedie to Tipperty - Orders were made on 1 March 2012 in accordance with recommendations 

following the earlier Public Local Inquiry and the General Vesting Declaration (GVD) is programmed to be 

served early in 2013.  

 

The estimated capital value has now been reviewed and updated. AWPR and A90 Balmedie to Tipperty will be 

taken forward as a single Non Profit Distributing (NPD) contract.  
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Infrastructure Investment Plan 2011 – Updated Project Pipeline – updated 1 February 2013 
 
Please note this table has been split by the clerks to enable it to be published in A4 table format.  
 

Sector Project Name Project Description 
Project 
Type 

Public 
Sector Body 

Total Capital 
Value (£) 

Total Upper 
Capital Value 
(£) 

How is 
the 
project 
being 
Funded? 

Procurement 
Route 

Current 
Project 
Status 

TRANSPORT 

Aberdeen 
Western 
Peripheral 
Route/ 
Balmedie-
Tipperty NPD  

The AWPR is a new 46km long 
dual carriageway proposed 
jointly by the Scottish 
Government, Aberdeen City 
Council and Aberdeenshire 
Council which is being 
combined as one single NPD 
contract with the A90 Balmedie 
to Tipperty scheme (provision 
of a 9 km section of dual 
carriageway and associated 
junction improvements).   

Road 
TRANSPORT 
SCOTLAND 

472,000,000 0 
Revenue 
Funded 

NPD (Non 
Profit 
Distributing) 

Project 
Advertised 
to Market 

TRANSPORT 
Forth 
Replacement 
Crossing 

The Forth Replacement 
Crossing project is necessary 
to ensure that there is an 
effective replacement of the 
existing functionality of the 
Forth Road Bridge in regard to 
general traffic. The project also 
maintains the use of the Forth 
Road Bridge as part of a public 
transport corridor. 

Road 
TRANSPORT 
SCOTLAND 

1,450,000,000 1,600,000,000 
Capital 
Funded 

Conventional 
Capital 
Procurement 

In 
Construction 
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Sector Project Name 
Project Advertised to 

Market   
Construction Start 

Operational/Service 
Start   

Contact 
For 
Public 
Enquiries 
Name 

Contact For Public Enquiries 
Email 

  Status Date Status Date Status Date 
  

TRANSPORT 

Aberdeen 
Western 
Peripheral 
Route/ 
Balmedie-
Tipperty NPD  

Completed 18/01/2013 Planned 31/10/2014 Planned 31/03/2018 
Transport 
Scotland 

info@transportscotland.gsi.gov.uk  

TRANSPORT 
Forth 
Replacement 
Crossing 

Completed 26/06/2009 Completed 28/06/2011 Planned 01/12/2016 
Transport 
Scotland 

info@transportscotland.gsi.gov.uk  
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Annexe B – Briefing paper from Audit Scotland 

Principles for public reporting on infrastructure projects 

The Scottish Government’s public reporting on infrastructure projects should 

provide useful, reliable and consistent information to assist the Scottish Parliament 

to understand and scrutinise public spending on infrastructure investment.  

Specifically, information should help the Parliament to assess: 

 What projects are under way and how are they progressing compared to 

previously approved time, cost and scope targets? 

 What are the full financial effects of current and planned infrastructure 

investment and in particular how does spending compare to 1) the capital 

budget and 2)  the Scottish Government’s five per cent affordability limit for 

revenue-financed investment? 1 

What information might the Scottish Government publicly report to PAC? 

The information provided may vary to reflect how far each project has reached 

within the normal project lifecycle.  

 For projects that are still at a formative or inception stage, only indicative 

estimates will be available; the project remains subject to continuing 

appraisal and assessment and estimates may reasonably change. 

Nevertheless, it is important to have information about projects ‘in the 

pipeline’ because of their long gestation periods and to provide a long-term 

view of investment spending. 

 Once a project is approved for procurement or a contract is awarded, the 

Parliament should have full, accurate and reliable information. 2 Projects at 

these stages involve significant potential or firm spending commitments. It is 

appropriate to hold public bodies to account for completing projects within 

the approved estimates for them in outline and full business cases. 

To prevent information overload, reports should be summarised on a portfolio 

basis, with provision for exception reporting based on clear criteria.  

What might reports look like? 

                                            
1
 The limit for spending on all revenue-financed investment projects is a maximum of five per cent of the 

Scottish Government’s expected future annual total Department Expenditure Limit (DEL) budget, for both 
capital and revenue spending (Audit Scotland report, paragraph 94). 
2
 Some detailed information for individual projects may need to be omitted if it is commercially sensitive and 

the project is approved for procurement but no contract has been awarded 
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To give an indication of what reporting the Committee might find helpful to receive 

from the Scottish Government, we provide three summary sheets in Annex 1. 

These provide an illustration of dashboard-style reporting of project progress and 

spending plans, reflecting portfolios and project status (contracted, in procurement, 

in pipeline). It is important to emphasise these reports are purely for illustrative 

purposes and are based on notional not actual project information.   

These reports could be supported with further detailed reports of individual project 

variances where required, but we have not attempted to illustrate these details. 

At any given time, many projects are under way across different portfolios. 

Therefore, it would be important for the Scottish Government to obtain data for 

reporting consistently. Annex 2 provides a template for collecting individual project 

data to support the reporting illustrated in Annex 1. It is intended to demonstrate 

that the underlying data requirements for public reporting are realistic, achievable 

and proportionate (eg, less information is required for projects in the pipeline). All 

data identified in Annex 2 should be readily available for any project.  

It should be relatively straightforward for the Scottish Government to use the 

illustrative reporting style we have shown in Annex 1. This dashboard style of 

reporting would provide the Committee with the important information it needs to 

scrutinise infrastructure investment more closely, while avoiding overburdening 

members with too much detail. The example report does not duplicate the reporting 

that the Scottish Government currently provides to the Committee.  
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Annex 2 - Template for collecting data from individual projects  

 

 

Project status ( = data required) 

Contracted In 

procurement 

In 

pipeline 

Project identity  

Name of project    

Description of project (50 words)    

Portfolio    

Timescale    

Construction start and completion date at 

approval of outline business case  
   

Construction start and completion date at 

approval of full business case 
   

Construction start and completion date – latest 

forecast 
   

Construction start and completion date variance 

in months  (between outline and full business 

case, and latest forecast) 

   

Construction start and completion date variance 

in months  (between outline business case and 

latest forecast) 

   

Capital cost estimate at approval of outline 

business case. This estimate should be 

presented in cash terms (£m) and include all 

costs related to the project, eg. land purchase, 

planning, site preparation, and construction 

costs. Optimism bias, risk, VAT. 

   

Capital cost    

Capital cost estimate at approval of full business 

case. This should be prepared on the same 

basis as the estimate at outline business case.  

   

Capital cost estimate – latest forecast. This 

should be prepared on the same basis as the 

estimates at outline and full business case.  
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Project status ( = data required) 

Contracted In 

procurement 

In 

pipeline 

Capital cost estimate variance in £m  (between 

outline and full business case, and latest 

forecast) 

   

Capital cost estimate variance in £m  (between 

outline business case and latest forecast) 
   

Actual or indicative type of financing – (capital 

grant, PFI, NPD, RAB, TIF, borrowing, mixed) 
   

Financing    

Indicative or actual total amount to be funded 

from capital grant £m 
   

Indicative or actual total amount to be funded 

through revenue financing £m 
   

Number of years – project lifetime for revenue 

financed projects 
   

First full financial year of operation (year)    

Annual charge for revenue financed projects 

(first full year of operation) 
 * * 

Actual or indicative cash flow expenditure for 

capital and revenue costs over the lifetime of the 

project (both capital and revenue financed 

projects). All estimates should be expressed in 

cash terms. 

 * * 

Note. Information marked * may be commercially sensitive, therefore may not be 
reported publicly for individual projects. 
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CORRESPONDENCE FROM THE PERMANENT SECRETARY, SCOTTISH 
GOVERNMENT, TO THE PUBLIC AUDIT COMMITTEE DATED 21 AUGUST 2013 
 
Dear Mr Gray 
 
SCOTLAND’S KEY TRANSPORT INFRASTRUCTURE PROJECTS 
MAJOR CAPITAL PROJECTS 
DATA GATHERING 
 
Thank you for your letter of 28 June following the Committee’s meeting on 26 June.  
There you considered the AGS report on ‘Scotland’s Key Transport Infrastructure 
Projects’, the latest update from the Scottish Government on major capital projects, 
and the latest Scottish Government progress report. 
 
I shall be pleased to attend the Committee on 4 September to give oral evidence on 
these issues, and will be accompanied by my colleagues Alyson Stafford, Director 
General Finance, David Middleton, Chief Executive, Transport Scotland and Ainslie 
McLaughlin, Director Major Transport Infrastructure Projects, Transport Scotland.  
 
We have welcomed Audit Scotland’s report on key transport projects and noted their 
confirmation that all five major projects underway in Scotland are well-managed and 
have sound governance structures in place to mitigate the risks involved in these 
technically challenging and complex projects.   
 
We believe our reporting processes are sound but are always open to suggestions 
on their improvement.  We will look to use the recommendations in the report and 
the discussion at the Committee to continue the on-going process of refinement.  
 
I attach at Annex A a response to the specific points raised by the Committee in your 
letter of 28 June and at Annex B the response of the Scottish Government and 
Transport Scotland to the key messages and recommendations made in the AGS 
report. 
 
David Middleton is writing to you separately on Transport Scotland’s response to the 
report. 

 
 

 
PETER HOUSDEN 
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ANNEX A  
 
RESPONSE TO THE POINTS RAISED IN THE COMMITTEE’S LETTER OF 28 
JUNE  
 
The Committee asked for our response to a number of specific points. 
 
What is the response of the Scottish Government to the key messages and 
recommendations made in the AGS report? 
 
We cover the detailed points in Annex B, but in summary we agree that there are 
further improvements to be made in the format of reporting.  We commit thereby to 
work with Ministers to agree the detail and will, in line with Audit Scotland’s timetable 
for follow-up, report further to the Committee by December 2013. 
 
At the meeting on 26 June 2013, there was discussion (col.1489) about the 
difference in the figures provided in the AGS report and those in the major 
capital projects update in relation to the costs of particular transport projects. 
What is the response of the Scottish Government with regards the level and 
consistency of information and figures which it provides in relation to both 
transport and other capital projects? 
 
What actions is the Scottish Government taking to improve the consistency 
and regularity in gathering, presenting and reporting such information? 
 
The major capital projects update sets out the basis for the costs of each project 
reported.  All NPD projects are stated at construction contract costs.  For Borders 
Rail, AWPR and M8 M73 and M74 improvements the costs are construction contract 
costs at 2012 prices.  These are consistent with project pipeline costs published 
through the Infrastructure Investment Plan update.  The variance arises from the fact 
that in addition to construction contract costs, Audit Scotland included in its analysis 
the costs of enabling works, such as buying land.    
 
The complexity arises here from the fact that major projects are funded through a 
variety of sources, and incur costs associated with enabling works, construction, 
financing and operation and maintenance.  Estimates for each aspect acquire 
greater certainty as work progresses, and there are particular complexities 
associated with forecasting inflation.   
 
We intend however to include both total and construction costs in future returns, and 
make transparent both the elements of cost and the underpinning assumptions.  We 
will report further to the Committee on this by the end of 2013. 
 
What actions is the Scottish Government taking in relation to the updating of 
business cases for such transport and other capital projects? 
 
Our approach to business cases is based on HM Treasury guidance.  We will 
undertake a further review of our documentation in the light of the suggestions made 
by Audit Scotland and we will update the Committee on any changes by December 
2013.   
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What is your response to the points made (col.1500) regarding the capping of 
project costs? The same point was made later in the meeting (col.1505)? 
 
The Government’s commitment to cap future revenue financial commitments 
associated with current investment in infrastructure is an important part of the 
sustainable financial framework that we have put in place.  Ministers have set the 
limit at 5% of our expected future annual Total DEL budget.  As Audit Scotland has 
said in its key messages on the key transport infrastructure projects report, “the DEL 
budget forms the majority of the Scottish Government budget and the cap means 
that investment decisions made now should not unduly crowd out choices in future 
years.” 
 
At the Committee meeting in June, Members asked about how the Government 
would demonstrate that future revenue commitments associated with current 
infrastructure investment would not rise above the 5% Total DEL budget cap.  We 
are reflecting on how best to respond to this recommendation and expect the 
Cabinet Secretary for Finance, Employment and Sustainable Growth will look to 
address this point when he sets out his future spending plans to the Scottish 
Parliament in September.  The Committee may wish to note that we released the 
details of the revenue finance commitments as a percentage of Total DEL for the 
three spending review years via a response to a parliamentary question from 
Margaret McCulloch MSP on 1 February 2012 (3.1%/3.3%/3.6% of Total DEL for 
years 12/13, 13/14 and 14/15 respectively). 
 
What is your response to the points made (col.1505) on the working of the hub 
territory for schools and other projects? 
 
The Scotland-wide hub initiative, which is led by Scottish Futures Trust, brings 
community planning partners, including health boards, local authorities, police, and 
fire and rescue services together with a private sector development partner to form a 
hubCo, to increase joint working and deliver best value.  All five areas have already 
been formally established in the South East, North, East Central, West and South 
West regions of Scotland.  From the Scottish Government’s £2.5 billion revenue 
financed pipeline, £250m of health projects and £530m of schools are expected to 
be taken forward through hub.  
 
At the Committee in June, members asked how the North hub’s £700m spend 
relates to the 5% limit on the proportion of Total DEL that can be used for revenue 
repayments associated with infrastructure investment.  The investment pipeline for 
the North hub territory includes the total value of projects being taken forward in that 
territory by all public sector partners, both capital and revenue funded.  In contrast 
the 5% limit relates only to the revenue commitments associated with the Scottish 
Government’s share of revenue funded projects.  For example, the Scotland’s 
Schools for the Future programme is jointly funded by the Scottish Government and 
local authorities and the total cost for individual schools is reflected in the £700m 
figure rather than just the Scottish Government’s contribution.   As at June 2013, the 
Scottish Government’s expected share of revenue funded hub projects in the North 
territory is less than a third of the total £700m capital value.  The future revenue 
commitments associated with this Scottish Government share will amount to a small 
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proportion (less than 0.1%) of projected future total DEL, and is calculated as 
affordable within the overall 5% limit on total DEL. 
 
Scottish Futures Trust’s revenue funded infrastructure investment in Scotland 
pipeline includes full details of the projects being delivered through hub, including the 
details of the Scottish Government’s share of the capital value.  This can be 
accessed at: www.scottishfuturestrust.org.uk/publications/pipeline-of-revenue-
funded-projects-npd-and-hub-april-2013/  
 

http://www.scottishfuturestrust.org.uk/publications/pipeline-of-revenue-funded-projects-npd-and-hub-april-2013/
http://www.scottishfuturestrust.org.uk/publications/pipeline-of-revenue-funded-projects-npd-and-hub-april-2013/
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ANNEX B  
 
SCOTTISH GOVERNMENT’S RESPONSE TO AUDIT SCOTLAND’S REPORT ON 
SCOTLAND’S KEY TRANSPORT INFRASTRUCTURE PROJECTS, JUNE 2013 
 
This Annex provides the Scottish Government’s responses to the recommendations 
made by Audit Scotland in their recent report on Scotland’s Key Transport 
Infrastructure Projects.  For ease of reference, the relevant recommendation from 
the report is repeated in bold, followed by responses from Transport Scotland and 
the Scottish Government. 
 
To improve its control and decision-making, Transport Scotland should: 
 
review and update by December 2013 its current business case development 
and assurance processes to ensure these align with wider processes for 
planning and decision making for all projects, including rail investment and to 
identify the specific points where Ministerial approval is required. It should 
then ensure these are systematically applied to all projects 
 
Transport Scotland response 
 
Transport Scotland has documented the generic processes it applies to all projects. 
Those processes are in line with the Scottish Public Finance Manual and HMT 
guidance, and are kept under review.  We will undertake a further review of our 
documentation in the light of Audit Scotland’s recommendations.  We will of course 
continue to ensure that Ministers are kept fully appraised throughout a project’s 
lifetime and able to base decisions on the best available information.   
 
Ensure Project Execution Plans (PEPs) are completed for Borders Railway, 
Aberdeen Western Peripheral Route / Balmedie-Tipperty (AWPR-B-T) and 
Edinburgh Glasgow Improvement Programme (EGIP) by September 2013 
 
Transport Scotland response 
 
The PEP for the AWPR / B-T has been completed and work is underway with both 
Borders and EGIP.  
 
Establish by December 2013 a standard approach to presenting cost estimates 
and financial monitoring reports for high-value projects, costing more than £20 
million. Cost estimates should be presented so that the full financial impact of 
these projects is clear and understandable in both cash and real terms (that is, 
taking account of inflation) 
 
Transport Scotland response 
 
We will work with our colleagues in SG Finance to ensure a standard approach to 
presenting cost estimates, recognising the needs of our different audiences and the 
commercial sensitivities involved. We will also work to standardise our internal 
financial monitoring reports in line with the best practice we have implemented on 
projects such as the FRC and M8. 
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Refine its risk-management framework by December 2013 to promote a more 
consistent approach to recording and scoring risks between individual 
projects’, directorate and corporate risk registers 
 
Transport Scotland response 
 
Our risk management framework is reviewed annually by our Audit and Risk 
Committee (in which Audit Scotland participate). We will consider Audit Scotland’s 
recommendation as part of that annual review, which is scheduled to take place in 
October 2013.  
 
To help develop its scrutiny of major projects, the Scottish Government 
should: 
by December 2013 refine and develop its plan for scrutinising, challenging and 
monitoring major investment projects. This plan should aim to promote closer 
integration of the major decision-making, scrutiny and assurance stages 
throughout the lifecycle of all projects. This includes the key dates for 
ministerial approvals, IIB reviews, business case decisions, Gateway and 
integrated assurance reviews. The plan should show: 

 the objectives for each stage 

 who is involved 

 when each stage will take place for each project, including inter-
dependencies 

 how progress towards each stage will be monitored, including the 
remit of the IIB in this area and what monitoring information about 
the progress of individual projects that the IIB should receive as a 
matter of course. 

Scottish Government response 

We accept the broad thrust of this recommendation and will report on its 
implementation by December 2013. 

To improve openness and public accountability, the Scottish Government 
should: 

Consult with the Scottish Parliament’s Public Audit, Finance and Infrastructure 
and Capital Investment Committees on a threshold value for routine public 
reporting of all major infrastructure investment projects that ministers have 
approved for procurement. It should then set a threshold for routine public 
reporting 

Scottish Government response 

We will consult with these bodies, as recommended by Audit Scotland. The project 
pipeline includes details of all projects over £20m, as well as community health 
projects being delivered through hub and schools in the Scotland’s Schools for the 
Future programme which are below this threshold. The Infrastructure and Capital 
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Investment Committee has scrutinised the detail of the Infrastructure Investment 
Plan pipeline, as well as the progress report and updated programme pipeline that 
we published in February.  

By December 2013 improve the content and presentation of information about 
major projects to the Parliament’s Public Audit Committee that it provides in 
its six-monthly updates. Reports should include commentary and indicators 
that show: 

 individual projects’ progress (or changes) against approved time, 
cost and scope objectives 

 long-term revenue commitments for projects once contracts have 
been signed 

 estimated long-term revenue commitments for all other projects, 
where these have been approved for procurement. To avoid 
disclosing estimates for individual projects that may be 
commercially sensitive before contracts are awarded, reports may 
provide this information on a portfolio basis or according to the 
type of investment being made, such as roads or schools.  

Scottish Government response 
 
In my previous update to the Committee, I suggested that an update to our current 
reporting arrangements on major capital projects might be helpful in light of the 
decision routinely to publish updated investment pipelines on the Scottish 
Government’s website.  In advance of the discussion on 4 September, I thought that 
it would be helpful to set out more fully a proposal which might form the basis for our 
discussions: 
 
We would include the precisely the information contained in the PAC report (project 
title, estimated capital value, current timescale to completion, progress update and 
contribution towards local economic development), and variances since the last 
report, in the Annex to the annual Infrastructure Investment Plan progress report 
(www.scotland.gov.uk/Publications/2013/02/5866 ).  We would also send to the 
Committee the Infrastructure Investment Plan project pipeline 
(www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProjectPipelin
e) when it is updated on a six monthly basis, together with a note on variances since 
the previous update. 
 
The advantage of this option could be that Members would be able to review 
information about progress by policy area and more information about projects, as 
projects over £20m, not just £50m, would be included.  This would be a much fuller 
report than is currently presented to the PAC and would establish a clear link with 
the Infrastructure Investment Plan.  The PAC would also have the opportunity to 
consider updates to the public project pipeline on a six monthly basis in order to 
review the information that we are publishing to the market about investment plans. 
 
We have published the details of unitary charge payments for past PFI projects and 
previous NPD projects on the Scottish Government’s website.  As some NPD 
projects in the current £2.5 billion pipeline have now reached financial close 

http://www.scotland.gov.uk/Publications/2013/02/5866
http://www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProjectPipeline
http://www.scotland.gov.uk/Topics/Government/Finance/18232/IIP/UpdatedProjectPipeline
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(Aberdeen Community Health & Care Village; Forres, Tain and Woodside Health 
Centres; and Inverness College), we will publish the details of the unitary charge 
payments associated with these projects in the same way as we have done for past 
NPD and PFI projects, and we will highlight this information to the Committee.   
 
We are reflecting on how best to respond to the recommendation on long-term 
revenue commitments and expect the Cabinet Secretary for Finance, Employment 
and Sustainable Growth will look to address this point when he sets out his future 
spending plans to the Scottish Parliament in September.  As Audit Scotland has 
recognised, it would not be appropriate to disclose estimates for individual projects, 
as these are commercially sensitive.     
 
Provide improved information as noted above on individual capital investment 
projects to other parliamentary committees as appropriate.  

Scottish Government response 
 
As well as the Scottish Government’s reports on the progress of major capital 
projects to the Public Audit Committee, Ministers also provide information on the 
progress of major capital projects to the Infrastructure and Capital Investment 
Committee in the context of scrutiny of the Infrastructure Investment Plan and to the 
Finance Committee in the context of discussions on the annual budget.   We are of 
course open to considering improvements to current arrangements for providing 
information. 
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CORRESPONDENCE FROM THE PUBLIC AUDIT COMMITTEE TO THE 
PERMANENT SECRETARY DATED 28 JUNE 
 
Dear Sir Peter, 
 
SCOTLAND’S KEY TRANSPORT INFRASTRUCTURE PROJECTS 
MAJOR CAPITAL PROJECTS 
DATA GATHERING 
 
At its meeting on 26 June 2013, the Committee gave initial consideration to the AGS 
report, Scotland’s key transport infrastructure projects, and the latest update from the 
Scottish Government on major capital projects. It also considered the latest Scottish 
Government progress report. This letter sets out how the Committee proposes to 
take consideration of these issues forward. 
 
The Committee would like to invite you to appear and give oral evidence at its 
meeting on 4 September 2013 on these issues. For your information, an invitation 
has been extended to the Chief Executive of Transport Scotland to also give 
evidence at this meeting on the AGS report. 
 
Ahead of this meeting, the Committee would welcome a response to the following 
points in relation to the AGS report and major capital projects update: 
 

 what is the response of the Scottish Government to the key messages and 
recommendations made in the AGS report? 

 at the meeting on 26 June 2013, there was discussion (col.1489) about the 
difference in the figures provided in the AGS report and those in the major 
capital projects update in relation to the costs of particular transport projects. 
What is the response of the Scottish Government with regards the level and 
consistency of information and figures which it provides in relation to both 
transport and other capital projects? 

 what actions is the Scottish Government taking to improve the consistency 
and regularity in gathering, presenting and reporting such information?  

 what actions is the Scottish Government taking in relation to the updating of 
business cases for such transport and other capital projects? 

 what is your response to the points made (col.1500) regarding the capping of 
project costs? The same point was made later in the meeting (col.1505) 

 what is your response to the points made (col.1505) on the working of the hub 
territory for schools and other projects? 

 
In addition, you will note from the discussion (cols. 1508-9) on the latest Scottish 
Government progress report comments were made about the importance of making 
available, and gathering, quality data which allows for proper evaluation. The 
Committee would like to discuss this matter with you also at the meeting. You may 
wish to outline the principles which underpin the Scottish Government’s approach to 
good data gathering and how it ensures that it does so, not just in relation to 
infrastructure projects but across all policies and areas of responsibility. 
 
Could I invite your response to these points please by 21 August 2013. 
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I am copying this letter to David Middleton (Transport Scotland) and to the AGS for 
her information. Should your officials have any questions, could I invite them to 
contact the Committee’s clerking team.  
 
Yours sincerely 
 
 
Iain Gray MSP 
Convener 
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CORRESPONDENCE FROM TRANSPORT SCOTLAND TO THE PUBLIC AUDIT 
COMMITTEE DATED 21 AUGUST 2013 
 
SCOTLAND’S KEY TRANSPORT INFRASTRUCTURE PROJECTS 
MAJOR CAPITAL PROJECTS 
 
Thank you for your letter of 28 June inviting me to the Public Audit Committee 
meeting on 4 September 2013. I can confirm I will attend with Sir Peter Housden to 
give oral evidence on the AGS report. 
 
There were a number of points raised in your letter to Sir Peter that were appropriate 
to Transport Scotland and I have answered these below. 
 
- review and update by December 2013 its current business case development 
and assurance processes to ensure these align with wider processes for 
planning and decision making for all projects, including rail investment and to 
identify the specific points where Ministerial approval is required. It should 
then ensure these are systematically applied to all projects. 
 
Transport Scotland have documented generic processes that we apply to all projects 
and that we review at regular intervals. Our current processes are in line with the 
Scottish Public Finance Manual and HM Treasury guidance.  We will undertake a 
further review of our documentation in light of Audit Scotland’s recommendations.  
We will continue to ensure that Ministers are kept fully appraised throughout a 
project’s lifetime and able to base decisions on the best available information.   
 
-  ensure Project Execution Plans (PEPs) are completed for Borders Railway, 
Aberdeen Western Peripheral Route / Balmedie-Tipperty (AWPR-B-T) and 
Edinburgh Glasgow Improvement Programme (EGIP) by September 2013 
 
The PEP for the AWPR / B-T has been completed and work is underway with both 
Borders and EGIP.  
 
- establish by December 2013 a standard approach to presenting cost 
estimates and financial monitoring reports for high-value projects, costing 
more than £20 million. Cost estimates should be presented so that the full 
financial impact of these projects is clear and understandable in both cash and 
real terms (that is, taking account of inflation) 
 
We will work with our colleagues in Scottish Government Finance to ensure a 
standard approach to presenting cost estimates, recognising the needs of our 
different audiences and the commercial sensitivities involved. We will also work to 
standardise our internal financial monitoring reports in line with the best practice we 
have implemented on projects such as the FRC and M8.     
 
- refine its risk-management framework by December 2013 to promote a more 
consistent approach to recording and scoring risks between individual 
projects’, directorate and corporate risk registers 
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Our risk management framework is reviewed annually by our Audit and Risk 
Committee (on which Audit Scotland participate). We will consider Audit Scotland’s 
recommendation as part of that annual review which is scheduled to take place in 
October 2013.  
 
I hope this is helpful.  I am copying this letter to Sir Peter Housden. 
 
 
 
 
 

                                                     DAVID MIDDLETON 
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CORRESPONDENCE FROM THE PUBLIC AUDIT COMMITTEE TO TRANSPORT 
SCOTLAND DATED 21 AUGUST 2013 
 
SCOTLAND’S KEY TRANSPORT INFRASTRUCTURE PROJECTS 
MAJOR CAPITAL PROJECTS 
 
At its meeting on 26 June 2013, the Committee gave initial consideration to the AGS 
report, Scotland’s key transport infrastructure projects, and the latest update from the 
Scottish Government on major capital projects.  
 
You will see from the attached letter, which I have today sent to Sir Peter Housden, 
the Committee is inviting him to give oral evidence at its meeting on 4 September 
2013. The Committee would like to invite you to also appear and give oral evidence 
at this meeting on the AGS report.  
 
You will see there are a number of points raised in my letter to Sir Peter. The 
Committee would find it useful to receive a response from Transport Scotland to any 
of the points appropriate to it. Could I invite your response please by 21 August 
2013. 
 
I am copying this letter to the AGS for information. Should your officials have any 
questions, could I invite them to contact the Committee’s clerking team.  
 
Yours sincerely 
 
 
Iain Gray MSP 
Convener 
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