
FI/00/18/A

FINANCE  COMMITTEE

AGENDA

18th Meeting, 2000 (Session 1)

Tuesday 27 June 2000

The Committee will meet at 10.00 am in the Festival Theatre to consider the
following agenda items:

1. Committee Business: The Committee will decide whether to take agenda item 5
in private.

2. Proposed Contingent Liability: The Committee will consider a proposed
contingent liability between the National Galleries of Scotland and the Art
Galleries of Scotland Foundation.  The Committee will take evidence from—

John Henderson, Scottish Executive Finance Divison

John Wastle, Scottish Executive Education Department

Elliot Leviton, Finance Officer, National Galleries of Scotland

3. Proposed Contingent Liability: The Committee will consider a proposed
contingent liability between the Scottish National Blood Tranfusion Service and
the Indian company, Life Medicare and Diagnostics PVT Ltd.

4. Draft Written Agreements on the Budgeting Process: The Convener will
report to  the Committee on the status of the draft written agreements

5. Inquiry into the Finance Functions of the Scottish Executive: The Committee
will consider the summary of issues.

Callum Thomson
Clerk to the Committee

Room 1.6, Committee Chambers
Ext. 0131 348 5215

Email: callum.thomson@scottish.parliament.uk

callum.thomson@scottish.parliament.uk
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The papers for this meeting are:

Agenda Item 2

Letter from the Minister for Children & Education and minute on the
proposed contingent liability 

Agenda Item 3

Minute from the Scottish Executive Health Department on the
proposed contingent liability

Agenda Item 4

Letter from the Minister for Finance to the Convener 

Revised written agreement on in year changes to the budgeting
process

Agenda Item 5

Summary of Issues – Inquiry into Finance Functions of Scottish
Executive
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MINUTE FROM THE SCOTTISH EXECUTIVE HEALTH DEPARTMENT

CONTINGENT LIABILITY: COMMERCIAL PARTNERSHIP BETWEEN THE
SCOTTISH NATIONAL BLOOD TRANSFUSION SERVICE (SNBTS) AND THE
INDIAN COMPANY LIFE MEDICARE AND DIAGNOSTICS PVT Ltd

1. When a Department of the Scottish Executive proposes to undertake a contingent
liability in excess of £1m, for which there is no specific statutory authority, it is appropriate
to report the circumstances to the Scottish Parliament.   This minute gives particulars of such
a liability and explains the circumstances.   Under draft arrangements between the Finance
and Audit Committees and the Scottish Executive on in year changes to expenditure
allocations, the Finance Committee should approve, or propose an amendment, within 20
days.  Accordingly the Scottish Executive undertakes to take no action during this time.

2. The Scottish National Blood Transfusion Service (SNBTS) intends to enter into a
contract with the Indian Company Life Medicare and Diagnostics Pvt Ltd.   The contract will
involve the supply by SNBTS of surplus by-products of the protein fractionation process used
to make blood products for the National Health Service in Scotland and they would be
derived from plasma purchased by SNBTS from outside the UK.  The Scottish Executive
Health Department intends to enter into a contingent liability to pay the legal or other costs,
in excess of those recovered by insurance, arising from any damages awarded against SNBTS
through its supply of plasma products to patients outside the UK under the proposed contract.

3. The benefits of SNBTS entering into this contract would be that it would avoid the
waste of these surplus products, which would otherwise have to be destroyed; it would
provide life - enhancing medication to patients who might otherwise go without; and it would
provide benefit to the NHSiS by using SNBTS' publicly financed assets more fully and
generating income for the Service.  In addition SNBTS is now playing an increasingly
important part in promoting Scotland's biotechnology industry at home and abroad.  SNBTS
plan to recover a proportion of their processing costs through this contract.   Estimated gross
annual income from this contract would be around £33K in the first year rising to
approximately £120K in the next year.  The potential income from similar contracts is
considered to be around £5m p.a. or 10% of SNBTS' annual budget.

4. The principle of SNBTS securing commercial income is already established, as is the
principle of the administration incurring a contingent liability.   SNBTS already have a
contract to process Taiwanese plasma for re-export to Taiwan and a contract for the supply of
surplus blood products to Turkey, which were notified to the United Kingdom Parliament in
July 1998 and the Scottish Parliament in April 2000 respectively.   SNBTS currently have
Product and Public Liability Insurance with an indemnity limit of £20m per incident, in
anticipation of such contracts.  The Executive would incur a liability for any awards in excess
of that amount.  Whilst it is not possible to quantify the costs which could arise from this
contingent liability, the risks are materially no different to those of supplying patients in
Scotland with the same products.
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5. The Scottish National Blood Transfusion Association, which represents Scottish
blood donors, has written to confirm that they do not object to the proposed contract.
Likewise, the Foreign and Commonwealth Office and the Department of Trade and Industry
have confirmed that they do not object.

6. Since entering into negotiations SNBTS has become aware that some Indian
Government controls on drug prices have been lifted. SNBTS will seek to restrict the mark up
on the products supplied by including a clause restricted the profit margin to a reasonable
figure. We are therefore satisfied that SNBTS products will not be sold on at exploitative
prices.

Scottish Executive Health Department

   June 2000
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AGREEMENT ON IN YEAR CHANGES TO EXPENDITURE ALLOCATIONS

Purpose

1. This document sets out an understanding between the Scottish Ministers and the

Scottish Parliament on the administrative arrangements for:

• the reallocation of expenditure within departments of the Scottish Executive;

• procedures for making contingency payments during the year;

• controls on contingent liabilities.

It is not intended to create any legal rights or obligations on either the Scottish

Ministers or the Scottish Parliament.

In year transfers between departmental budgets

2. Budget Acts will set out absolute expenditure (net of receipts) limits for individual

entities.  These entities will be the individual departments of the Scottish

Executive, Scottish Executive Administration, the General Register Office for

Scotland, National Archives of Scotland, the Forestry Commission, the Food

Standards Agency, the Scottish Parliamentary Corporate Body and Audit

Scotland.  The Scottish Ministers will not be able to transfer funds between these

allocations, including between individual departments of the Scottish Executive,

without the prior approval of the Parliament.

Reallocation of expenditure within departments of the Scottish Executive

3. FIAG recommended that the Executive should be allowed to move funds around

departmental budgets to respond to changes in need.  The Group recommended

that transfers should be subject to internal controls.  It also recommended that

the Parliament should be informed of transfers on a regular basis.

4. FIAG also recommended that the total amount of funds that may be transferred in

this way should be limited.  The Group recommended that transfers between
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“budget sections” should be no more than £50 million, (at 1999 values) or 15% of

the receiving section, whichever is the lesser.  (A “budget section” refers to the

level below the department as a whole.)  FIAG recommended that transfers within

budget sections should be unlimited.  This recommendation will be given effect by

the Scottish Parliament and the Scottish Ministers in accordance with this

understanding.

5. The Scottish Ministers undertake:

1.1 Not to move provision from one budget section to another in such a

way as to increase the total budget for that section by more than 15%, or £50

million at 1999 values, whichever is the lesser, without seeking the specific

approval of the Parliament through the Budget revision procedure.

1.2 To inform the Parliament of movements between budget sections that

are within these limits at the time such revisions are made.

1.3 To inform the Parliament of movements within budget sections in as

much as they affect the detail set out in the documents accompanying the

Budget Bill (the Budget documents), when seeking Budget revisions.

6. FIAG recommended that the budget transfer system should be reviewed once it

has been tested.  It suggested that during the calendar year 2002, the system

should be reviewed so that changes could be made before 2003-04.  The

Scottish Ministers and the Finance Committee agree to consider this question at

that time.

Contingency payments

7. Under the terms of the Public Finance and Accountability (Scotland) Act 2000,

the Scottish Ministers have powers, in certain circumstances, to authorise the use

of resources up to £50 million (at 1999 values) in any financial year without the

prior authority of the Parliament.
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8. The Scottish Ministers can  only use this facility if it is necessary to do so in the

public interest and if it is not reasonably practicable, for reasons of urgency, to

seek prior Parliamentary by means of Budget legislation.  Unless the

circumstances are such that extreme urgency makes it impossible, the Scottish

Ministers will lay a report before the Parliament at least 14 calendar days before

undertaking any expenditure.  A full report will be presented to the Parliament as

soon as the Parliament returns from recess.

9. Details of any contingency payments will appear in the Executive's annual

accounts.

Contingent liabilities

10. FIAG recommended that there should be some Parliamentary control over the

Scottish Ministers ability to enter into contingent liabilities.  In this case, FIAG did

not mean that there should be restrictions over abilities to enter into contracts, but

that the Scottish Ministers should require the authority of the Parliament before

granting a guarantee or indemnity which would, in effect, bind the Parliament into

providing the resources in the event of the indemnity maturing unless a

guarantee or indemnity is granted under a statutory power to do so, or it is of a

standard type and arises as an unavoidable feature of an activity authorised by

statute.

11. In accordance with FIAG’s recommendation, the Scottish Ministers undertake,

before granting any guarantees or indemnities in excess of £1 million (including

those without limit), to present their proposals to the Finance Committee.  The

Finance Committee will in turn consider the proposal within 20 days.  The

Committee will either approve the proposal or propose an amendment.  The

Scottish Ministers will either accept the amendment or notify the Committee that

they disagree.  It will then be for the Committee to decide to either allow the

Scottish Ministers to proceed or to refer the matter to the Parliamentary Bureau

for a debate.
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Revisions to this agreement

12. The Scottish Ministers or the Finance Committee may propose amendments to

this agreement.  If the Committee and the Scottish Ministers are unable to agree

the changes that are proposed, they may ask the Parliamentary Bureau to

arrange a plenary debate on a proposal(s).


