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Dear Bruce 
 
AUDIT SCOTLAND – SPRING BUDGET REVISION PROPOSAL 2019/20 
 
The Scottish Commission for Public Audit took evidence from Audit Scotland on its 
proposals for a Spring Budget Revision1 (SBR) at its meeting on 15 January 2020.  
 
The proposal requests £10 million to allow Audit Scotland to cover the pension 
service costs of staff that are/were members of the Lothian Pension Fund during the 
current financial year (£4.1 million) and cover for the potential costs for Audit 
Scotland that arise from the McCloud Judgement (£5.9 million). Further information 
on both these costs is set out below: 
 
Lothian Pension Fund (£4.1 million) 
While Audit Scotland is not required to make cash payments for the sum identified, 
International Accounting Standards require that these notional costs are included 
and disclosed in Audit Scotland’s Annual Report and Accounts each year to reflect 
the full liability (both paid and accrued) of scheme membership. This adjustment 
arises largely due to differences between the previous full actuarial assessment of 
the scheme which builds in far longer-term assumptions of interest rates and 
investment returns than those being experienced in the shorter term. 
 
McCloud Judgement (£5.9 million) 
Following reforms to public service pensions in April 2015, public sector employees 
were moved from final salary schemes to career average schemes with retirement 
ages equal to the State Pension Age. Members within 10 years of their normal 
pension age as at 1 April 2012 were allowed to remain in their final salary schemes 

                                                 
1https://www.parliament.scot/ScottishCommissionforPublicAudit/SCPA_15_January_2020_-_public_papers.pdf 
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as part of transitional arrangements. However, following claims that this ‘protection’ 
amounted to discrimination, the Court of Appeal ruled on 20 December 2018 that this 
protection does indeed amount to direct unlawful discrimination on age grounds. The 
judgement is referred to as the ‘McCloud Judgement’.  
 
Further appeals by the UK Government have been unsuccessful and remedies 
should be offered to the people affected. Calculations of Audit Scotland’s liability are 
at an early stage and an indicative estimate of circa. £2 million has been provided by 
actuarial advisers. However, the extent of remedies remains highly uncertain and 
there is scope for a significant increase (or decrease). Given the resource being 
sought is non-cash and the unavailability of other resources, Audit Scotland has 
sought additional non-cash cover of up to £5.9 million for the implications of the 
McCloud Judgement in 2019/20. 
 
At the Commission meeting the Auditor General for Scotland (and Accountable 
Officer) explained that the £5.9 million was calculated by taking the £2 million 
potential costs for past service assessed by the actuarial advisors and then — 
 
“we expect that the in-year pension benefit will also increase as a result of the 
McCloud judgment, so we have the £2 million figure plus an unknown number and 
then quite a large band of uncertainty either side of that aggregate number.” 
 
Audit Scotland is not able to hold reserves so has to request sufficient AME budget 
cover to meet potential movements in the non-cash pension charge. The AGS 
explained that — 
 

“The Government has indicated that it thinks that that is an appropriate course 
of action for us to take.”  

 
I am writing to let you know that the Commission has agreed it is content with Audit 
Scotland’s SBR proposal. 
 
Yours sincerely  
 

 
 
COLIN BEATTIE MSP 
Chair, SCPA  
 


