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   19 February 2021 
Dear Ms Marra 
 
The 2019/20 audit of the Scottish Government Consolidated Accounts 
 
Thank you for your letter of 27 January following the Committee’s session with the 
Auditor General in relation to his report.   
 
I am pleased to respond on the specific issues raised and will also take the 
opportunity to provide information on some related aspects as covered in the 
evidence session.   
 
Financial Support for private companies 
 
I welcome the recognition of both the Committee and the Auditor General of the work 
that we have already undertaken to strengthen our approach to providing support to 
private companies, namely the development of a set of high level principles for all 
types of intervention in private companies, improved procedural guidance to 
accountable officers, and relevant updates to the Scottish Public Finance Manual 
(SPFM). 
 
I accept and acknowledge that there are lessons to be learned from our recent 
experience of financial interventions in private companies and that there is a need to 
apply this learning to our existing approach in the spirit of continuous improvement. 
 
One of the important lessons we have learned is the need to consolidate expertise 
and transfer knowledge between teams who are leading these interventions. A 
recent improvement has been bringing together responsibility for management of the 
Scottish Government’s on-going interests in Ferguson Marine (Port Glasgow) and 
Burntisland Fabrications Ltd (BiFab) into a single team, building on their existing 
commercial finance capacity and enabling the sharing of knowledge and expertise. 
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In addition to this structural change, the Committee will be aware of recommendation 
4 of the Advisory Group for Economic Recovery (AGER) that the Scottish 
Government should build its professional capability to manage its ownership stakes 
in private businesses. 
 
In response to AGER recommendation 4, work is underway to investigate the 
capability and capacity required across all phases of a transaction - response, advice 
and shareholding. This includes consideration of lessons learned from taking public 
ownership stakes in Prestwick Airport, BiFab and Ferguson Marine and other 
interventions in strategic industries such as steel making and aluminium production 
that may not involve ownership but look to support complex commercial transactions.  
 
In considering our approach we differentiate between three categories of 
intervention. First, where the Scottish Government is supporting proactive 
investment for growth via targeted schemes; second, where the Scottish 
Government provides reactive support to threatened company failure, for example 
business support provided in response to Covid-19; and third, policy driven 
interventions where the Scottish Government is intervening to support a business 
that is critical to our economy and where all other solely commercial options to 
sustain it have been exhausted.  
 
In respect of supporting proactive investment the financial capacity, risk tolerance 
and expected outcomes are set out in the 2021-22 Budget, the missions led 
approach of the Scottish National Investment Bank and the approach of our 
Enterprise Agencies through specific projects and programmes.  This represents the 
vast majority of Scottish Government investment. 
 
In terms of policy-driven intervention in companies at financial risk, the Committee 
will be aware of the Scottish Government’s position on ensuring that businesses 
critical to achieving our industrial policy are supported, outlined in our Economic 
Action Plan 2019/20. It is important to note that these investments are unusual, 
limited in number and, due to the nature of these transactions, decisions have 
necessarily been taken on a case by case basis. 
 
Where a business faces difficulties that cannot be addressed by a market response, 
and the business is critical to our economy, or is a long term strategic asset, we 
consider options for support in adherence with the Scottish Public Finance Manual 
and our high level principles encompassing all types of intervention in private 
companies. For congruence we will consolidate these principles into the Scottish 
Public Finance Manual. Individual cases are considered on their merits, including 
their contribution to the wider National Performance Framework, and support is only 
offered following detailed due diligence. Should financial support be offered, this 
must meet the tests for State aid/subsidy control and any other legal requirement 
and is on the same basis as a commercial investor. That includes details such as the 
amount of the investment, the expected return and the duration over which the 
lending takes place. All of the interventions made to date have followed the guidance 
in the Scottish Public Finance Manual.  
 
In support of providing greater clarity, these transactions are reported to Audit 
Scotland and published in the Scottish Government’s annual accounts, where 



possible, with suitable supporting narrative and Ministers keep Parliament and 
relevant Committees informed at an appropriate juncture.  
 
The Scottish Government remains committed to financial transparency as part of our 
Open Government Action Plan, however this needs to be balanced against the need 
for commercial confidentiality in order to protect both Scottish Government and our 
counterparty’s interests and to ensure that the Scottish Government can operate as 
a credible party to any future transactions. I have noted the Auditor General’s 
evidence to the Committee and lead policy officials will shortly be writing to invite him 
to meet to discuss what further improvements may be possible in this area.    
 
Whole public sector accounts  
 
We appreciate the Committee’s continuing interest in the development of a further 
set of consolidated accounts with wider coverage of the devolved public sector in 
Scotland.  The commitment to producing this remains and in a form that will be 
accessible and add value.   I would agree with the Committee’s specific observation 
that transparency over public finances in needed now more than ever  so I have 
comfort that the financial information which will be aggregated into a further 
consolidated set of statements is already available in the published accounts of the 
relevant bodies.    
 
Finance colleagues and I are also disappointed that the pressures of pandemic 
response and the necessary prioritisation of the statutory accounts and audit 
processes in respect of the 2019-20 financial year have impacted on the capacity to 
make the progress that was planned.   
 
The evidence of the Auditor General and the Audit Scotland team recognised that 
this is a complex task, that work had been done and progress made.  I attach a short 
note at Annex A covering some of this (this also provides some information in 
respect of the accounting boundary which was mentioned at the evidence session).  
We would welcome further engagement with Audit Scotland on the proposed format 
and in respect of the audit assurance.   
 
The current context unfortunately means that Finance capacity challenges do 
continue in the short term.  Finance colleagues are working with Audit Scotland 
currently to consider the scheduling of the 2020-21 financial year accounts and audit 
processes; the timing of which will have a bearing on our ability to progress this work 
fully.    
 
It is not therefore possible at this stage to set out a timescale for the production of 
the further public sector accounts with confidence but this will be a key element of 
the forward planning work with Audit Scotland.  In doing so we are keen to explore 
the scope for this to be a  product that develops over time.   
 
Performance reporting  
 
We remain committed to improving our reporting on the Scottish Government’s own 
performance and on its contribution to progress towards the National Outcomes in the 
National Performance Framework (NPF).   



 
As noted by the Auditor General, the performance report has evolved in this direction 
over the last couple of years and we recognise the need to pick up the pace with these 
planned improvements.  
 
The incremental changes we have introduced in the budget process (inc. Equality and 
Fairer Scotland Budget Statement) over the last years to better link the information on 
spend with the national outcomes puts us in a better place to articulate performance 
reporting in the 2021-22 Consolidated Accounts and describe how funding delivers 
outcomes across a broad range of government activity. 
 
For the 2020-21 Consolidated Accounts, we will provide performance analysis from each 
portfolio, highlighting key activities and programmes and any particular successes or 
noteworthy challenges, as suggested by Audit Scotland. 

 
Yours sincerely 
 

 
 
 
LESLIE EVANS 
Permanent Secretary to the Scottish Government 
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Annex A 
Whole of public sector accounts 
 
Background 
 
The Scottish Government complies with all financial reporting and auditing requirements and 
is committed to developing its financial reporting to support transparency and the 
understanding of the complex financial picture.  This includes developing a Scottish 
approach to a “whole of government accounts” for Scotland, which will be additional to those 
presently required by the Public Finance and Accountability Act 2000.   
 
Accounting Boundaries 
 
The boundary of the Scottish Government Consolidated Accounts is set in accordance with 
the applicable legislation and the Financial Reporting Manual; it does not include non-
ministerial departments or executive NDPBs (all of which do produce their own accounts).  
The Accounts report against the relevant element of the Budget authorised by the Scottish 
Parliament and the boundary reflects that, for example:  

 Health Boards are within the Scottish Government Consolidated Accounts boundary: 
their financial results and financial position are within those accounts; the annual 
accounts of the individual Health Boards provide the full detail; 

 the annual Budget Act authorises the provision of grant in aid funding from the Scottish 
Government to these bodies and their annual accounts report on their spending 

 The annual Budget authorises the funding to Local Authorities and the SG Consolidated 
Accounts report on that; individual Local Authorities produce significant and detailed 
annual accounts 

 
The production of a further set of accounts provides an opportunity to bring together the 
accounts of the Scottish Government, the other bodies within the Scottish Administration, 
bodies funded directly by the Budget Act and also the wider sectors of funded bodies.   
 
Further Consolidated Accounts 
 
The Public Finance and Accountability Act 2000 enables the production of further accounts 
of the Scottish Administration and more widely, with the form and content to be determined 
by Scottish Ministers. 
 
The Act requires any accounts to be audited before they can be laid and published.  This is 
not a standard account and audit engagement is therefore crucial. 
 
In relation to timing, a further consolidation necessarily follows the production and audit of 
the accounts all the bodies whose financial results and position are to be included.   
 
It has been challenging to accommodate this additional project with existing and new 
priorities, alongside overcoming the many technical challenges associated with consolidating 
data from a significantly expanded number of organisations, some operating to different 
accounting standards.   
 
Good progress had been made until April 2020 when it was affected by the impact of 
COVID-19 on priorities and the necessary rescheduling of annual accounts and audit in 
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respect of the financial year ended 31 March 2020, completing in December 2020 within the 
statutory deadline, 3 months later than the usual timetable. 
 
Previous milestones 

 we established a process which avoids burdening the bodies to be consolidated, using 
information produced for the UK Whole of Government Accounts process; 

 our methodology and the specific work on prior years has been available to audit; 

 draft statements for the financial year 2017-18 were shared for internal consultation 
within the Scottish Government and in July 2019, Audit Scotland were invited to consider 
this draft and input their views on form and content.    

 Finance were working on an 2018-19 equivalent output in Spring 2020 but this work had 
to be paused due to priorities and capacity.   

 Audit Scotland produced a paper on audit and assurance which set out the different 
standards of audit and assurance that could apply to different accounts.  

 
Current work 

 We have invited Audit Scotland to assess the suggested format, to determine whether 
the assurance able to be provided might meet the needs of users.   

 HM Treasury have adopted a new system for UK WGA, 2019-20 currently in progress, 
which may change the information that we access.   

 The scheduling of the 2020-21 annual accounts and audit process is presently being 
considered; Audit Scotland have indicated that last year’s deadline should apply, i.e. 
December.   

 This will impact on the availability of our resources and audit resources.  The 
engagement on planning for these audits will include consideration of how the further 
consolidated accounts work can be accommodated.   

 
 

 
 
 
 
 

 
 

http://www.lobbying.scot/

