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ANNEXA

FINANCECOMMITTEE7th REPORT,2008(SESSION3)

STAGE2 OFTHE2009-10BUDGETPROCESS

RESPONSETOCONCLUSIONSAND RECOMMENDATIONS

Overall Changes to Spending Plans in Draft Budget 2009-10
The Committee recommends that the Scottish Government ensure that, in light of
concerns about the nature of efficiency savings (discussed in more detail in the
section of 'Efficiency Savings'), resources are targeted to front-line services and that
further clarity around the source, level and phasing of announcements on
Clostridium Difficile is required prior to the Stage 1 debate on the Budget Bill. The
Committee also calls on the Scottish Government to consider all approaches to
tackling hospital-acquired infections including pilot monitoring of infections on a bed
by bed basis (paragraph 34).
The additional funding in relation to Clostridium Difficile will be met from
savings within the overall Hospital Acquired Infection (HAl) budget rather than
from the Scottish Government Efficient Government savings. The Cabinet
Secretary for Health and Wellbeing's letter to the Health and Sport Committee
confirmed that the Scottish Government will earmark £2M to NHS Boards to
implement a new Health Efficiency and Access to Treatment (HEAT) target
from April 2009 for all NHS Boards to reduce Clostridium Difficile rates in the
65 and over age group by 30% by March 2011. A further £350,000of savings
from the 2008/09HAl budget has been earmarked to fund both a harder hitting
hand hygiene campaign in hospitals and a re-run of the successful hand
hygiene advertising campaign on TVand radio beginning in January 2009.

The Committee also asked that all approaches to tackling hospital acquired
infections including pilot monitoring of infections on a bed by bed basis are
considered. An electronic bed management pilot module is being undertaken
by NHS Grampian at the Aberdeen Royal Infirmary and the Scottish
Governmentwill review and consider the results.

Current economic situation
Measures proposed by the Scottish Government
The Committee requests that the Scottish Government demonstrate how this money
will be used to maximise the impact on the construction industry and the Scottish
economy (paragraph 60).
The £23m accelerated expenditure announced to date will allow for the early
construction of 540 units of affordable housing; the purchase of around 30
complete or partly complete units from developers; 16 land acquisitions,
enabling strategic developments in future; and additional help through the
Mortgage to Rent scheme for those at risk of losing their homes.

Accelerating expenditure on new housing starts not only enables existing
housing need to be addressed more rapidly, but also maintains a stream of
business for the construction industry during the current downturn. As well as
offering good value for money for the taxpayer, Government support is also
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helping to sustain employment in the sector and retain capacity for when the
market recovers.

We will update the Committee in due course on further spending decisions
relating to accelerated capital spending through the Affordable Housing
InvestmentProgramme.

On the issue of the Affordable Housing Investment Programme, and capital spend
more generally, the Economy, Energy and Tourism Committee suggested that the
Finance Committee should recommend to the Scottish Government that it keeps
track of the totality of capital expenditure in the public sector. The Committee invites
the Scottish Government to respond to this request from the Economy, Energy and
Tourism Committee (paragraph 62).
The Scottish Government's infrastructure Investment Plan provides a
comprehensive picture of planned investment over the 3 years 2008-09 to
2010-11as a minimum. It also presents a longer term picture of plans over a 5-
10 year range and beyond where appropriate, and presents investment for the
first time by Local Government. The Plan provides a single guide and
referenceto infrastructure investment (greater than £5 million) in all sectors in
Scotland with links to more detailed sources as appropriate. The Scottish
Government's Infrastructure Investment Group (IIG) keeps progress against
the plan under regular review.

The Scottish Governmentagrees that total public sector capital expenditure is
an important factor both in terms of the rate at which we can improve
infrastructure for the benefit of everyone in Scotland and in terms of
stimulating the economy directly through public sector contracts and jobs.
We will therefore continue to keep the totality of public expenditure under
review.

The Committee believes that alongside the Scottish Government's six-point plan and
the commitment to bring forward infrastructure spending the Scottish Government
should consider all available funding models and should ensure Skills Development
Scotland is working to identify and fill areas of shortage and that Partnerships Action
for Continuing Employment (PACE) teams are adequately resourced to meet any
increase in unemployment (paragraph 69).
Partnership Action for Continuing Employment (PACE) groups across the
country have been working proactively to support individuals under threat of
or experiencing redundancy. For example, during the festive period Skills
Development Scotland and JobCentre Plus staff made a significant effort to
get out to Woolworths stores and advise staff, and PACEgroups continue to
support ex- Woolworths employees. Skills DevelopmentScotland is currently
working with JobCentre Plus, the Scottish Funding Council, the Enterprise
Agencies and other partners to tailor PACEresources and services to ensure
that PACE continues to support businesses and individuals at risk in the
current economic climate. Details on the enhanced level of service will be
announced later this month.
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The Committee notes the recent announcement of support from the Scottish
Government for the National Debt Line; notes the important work undertaken by
organisations such as Citizens Advice Bureau and money advice workers in
provided advice on money, debt and benefits issues, and credit unions in providing
opportunities for savings and low interest loans. The Committee notes that demand
for these services is likely to increase as the recession progresses and calls on the
Scottish Government to consider what further support can be given to organisations
providing such advice and support to expand capacity (paragraph 70).
The Scottish Government has confirmed that it will allocate an additional £1m
over 3 years - from Barnett consequential from the PBR - to increase access
to advice, in particular, by expanding face to face advice capacity. This is in
addition to our existing funding for money advice of £5.298ma year through
the local government settlement, £319k a year for training and other
infrastructure for the money advice sector, and £100k a year for National
Debtline. We are funding Citizens Advice Direct, to expand its service (which
covers all aspects of advice) to cover the whole of Scotland. We are currently
supporting, with nearly £400k,a promotional campaign with the MoneyAdvice
Trust, featuring National Debtline, to encourage people to seek help to tackle
their financial problems.

We have substantially increased support for the social economy, of which
credit unions are an important part. The £30m Scottish Investment Fund,
which opened for applications on 1 September 2008, aims to support
established Third Sector organisations secure a transformational step change
in their capacity, capability and financial sustainability. The £12 million Third
Sector Enterprise Fund, which will open in January 2008, will support
organisations that want to build their capacity to operate in an enterprising
way. Credit unions can also receive local support from the Fairer Scotland
Fund.

Pre-Budget Report
On the priorities for the £260m of capital spending that will be brought forward from
2010-11, the Cabinet Secretary stated that he would consider opportunities for
investment in housing regeneration, supporting improvements in the further
education estate and health service projects. The Committee suggests that
consideration could also be given to assessing whether there are opportunities to
extend regeneration activity to support initiatives aimed at improving town centres
across Scotland (paragraph 73).
I provided details to the Parliament on 3 Decemberof the proposed allocation
in respect of 2008-09of accelerated capital spending arising from the PBR,
and of the further addition of £5 million to capital budgets for which there is no
offsetting reduction in 2010-11. These proposals will be brought before the
Parliament for approval in the Spring Budget Revision. The proposed
allocation of accelerated capital in respect of 2009-10(and a further £5 million
for that year for which there is no offsetting reduction in 2010-11)will be set
out in the Budget Bill shortly, again for Parliamentary approval. The selection
of proposals has to be made against the background that capital spending
accelerated into 2009-10will be deducted from capital budgets in 2010-11. In
finalising the Budget Bill, I am taking account of the points made by the
Committee.

3



In addition, the Committee notes that, in order to offset the impact of the change to
the Department of Health budget on the Scottish Government's budget, a sum of
around £129m would need to arise as an underspend across the Scottish
Government each year from 2010-2011. The Committee notes that the underspend
for 2007-08 was £42m (paragraph 81).
The total amount of accumulated Scottish underspend held by Treasury now
amounts to £65 million, including a prior year adjustment of £23 million. Any
underspend in 2008-09will be added to this and the total made available as an
addition to the Scottish Government's capital budget in 2010-11to help offset
the effect of the reduction arising from the change referred to in connection
with the Department of Health's budget. However it must be recognised that
there will be a continuing impact on the capital baseline affecting capital
spending power in 2011-12and subsequent years.

In a subsequent letter to the Committee, the Cabinet Secretary stated that as a result
of the Chancellor's PBR announcement, the Scottish Government will be able to
bring forward from 2010-11 capital spending of £33m into 2008-09 and £227m into
2009-10, with a corresponding adjustment in 2010-2011 (paragraph 82).
I can confirm that this is correct. In addition, as noted above, a small (£10
million total) addition to Scotland's capital budget was made as a
consequence of the PBR, with no offsetting reductions in future years. The
sums in question are £5 million in each of 2008-09and 2009-10. These sums
were included in the announcements I madeon 3 December.

The Committee welcomes the early indications of spending announced and notes
that it is consistent with the Scottish Government's six-point plan for economic
recovery. The Committee calls on the Scottish Government to clarify at the earliest
opportunity how this capital acceleration will be split between the Scottish
Government and its agencies and local government capital expenditure and calls on
the Scottish Government to work with local government to provide assurances that
expenditure will be accelerated effectively (paragraph 83).
Proposals for applying accelerated capital expenditure in 2008-09and in 2009-
10 will be set out for Parliamentary approval as noted above. The proposals
will indicate which programmes will receive the accelerated expenditure, and
therefore how much of the spending will be undertaken by the Scottish
Government, its agencies, and local government. The Scottish Government is
discussing the approach to this work with local government to ensure that
impact is maximised.

Inflation
The Committee welcomes the move towards a national procurement contract
believing that it will reduce energy costs across national and local government. The
Committee asks that clarification be provided on the timetable for implementation
and details of the savings likely to flow from this exercise (paragraph 88).
Scottish public bodies will migrate to the national contract arrangements from
October 2009. While the calculation of savings in this type of market is
complex, it is estimated that cash savings of around £5m per annum (£15m
over the 3 years of the contract) could be achieved. Bodies which access the
national contract will also avoid the process costs associated with
undertaking the procurement of electricity directly.
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The Committee asks that the Cabinet Secretary outlines the effects of the revised
GDP deflators in the PBR, specifically in relation to the efficiency savings targets
(paragraph 89).
The efficiency targets are based on 2007-08DEL budgets. Following advice
from the Scottish Government's Analytical Services Division, it was decided
that it would not be appropriate to apply a GDPdeflator to either the baseline
or the efficiency saving. This is clearly stated at paragraph 2.11 of our
Efficiency Process and Guidance document. There is therefore no effect on
targets.
http://www.scotland.aov.uklPublications/2008/04/processandauidance

Efficiency savinas
Effect of inflation on efficiency savings
The Committee notes the considerable impact of inflation over the last 12 months on
public sector budgets, including that of the Scottish Government, and further notes
Treasury predictions that inflation is set to fall considerably over the coming months.
While this may have the potential to lighten budgetary pressures, the Committee
notes that some of this will be mitigated by the two-year pay deals recently settled by
many public bodies. The Committee recommends that the Cabinet Secretary
prepares a report to the Committee if any of the new policy developments cannot be
funded and delivered because of the growth in inflation (paragraph 110).
The Scottish Governmentagrees that changes in the inflation ratewill havean
effect on public sector budgets. However,again as the Committee observes,
the effect will depend more on the cost of services, including pay costs of
staff, purchased by public sector bodies and less on the overall inflation rate
applying to the wider economy. The costs of delivering public services is kept
under constant review to help ensure that spending remains within agreed
budgets, and where necessary spending and budgets are adjusted to reflect
affordability and relative priorities. Any significant change to spending
proposals and to associated budgets would be reported to Parliament as part
of the regular budget approvals process.

Other issues raised by subject committees
The Committee supports the recommendation from the Rural Affairs and
Environment Committee that savings through capital receipts should be recorded
separately in the Annual Efficiency Outturn Report (paragraph 114).
Public sector bodies were not asked to identify and record savings generated
through capital receipts separately and so few, if any, have reported on this
basis. We will seek to identify how much more work might be involved in
collecting this additional information.

The Committee also asks the Scottish Government to respond to the points raised
by the Rural Affairs and Environment Committee, the Local Government and
Communities Committee and the Education, Lifelong Learning and Culture
Committee in paragraphs 115, 116 and 117 of the report (paragraph 118).
In response to the point raised by the Rural Affairs and Environment
Committee (paragraph115)

• Our efficiency programme builds on the previous administration's
programme that also differed from the UK approach, which is broader than
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the definition currently used in Scotland - e.g. it includes staff cuts and has
allowed savings made in previous years to be counted.

• House of Commons Public Accounts Committee has criticised UK
Government's efficiency programme stating that there are doubts about the
validity of some 74% (£9.8 billion) of the claimed £13.3 billion efficiencies
and that there is evidence that some "efficiency" projects are having an
adverse impact on service quality.

• We have set an efficiency target which we believe is right for Scotland and
that is deliverable without cuts in services or compulsory redundancies -
and indeed that returns resources to the front line to maintain and improve
services.

• Clear guidance has been issued as to what qualifies as an efficiency and
Efficiency Portfolio Managers actively engage with their areas to help
ensure proposals represent genuine efficiencies. These are of course open
to scrutiny by the Committee.

With regard to the point raised by the Local Government and Communities
Committee (paragraph 116)

• In the 2005-08 efficiency programme, the previous administration did not
set specific efficiency rates for local authorities. We have applied a 2 per
cent efficiency saving target to the core aggregate external finance support
that the Government gives to local authorities. There is another tranche of
expenditure that was formerly ring-fenced grants, but which is now
deployed to local authorities. We have taken the baseline from the start of
the spending review and allocated that money to local authorities. but
without calculating an efficiency savings target that is based on that
amount. That is how we arrive at a sum of money that is to be delivered by
local authorities as their contribution to the efficient government
programme. One could argue that that approach provides a much greater
opportunity for local authorities to manage the financial pressures that they
are under, because the efficiency targets are perhaps of a different order to
those in other areas of the public service.

• The 2005-08 targets included cash & time-releasing savings, while only
cash-releasing savings (Le.where resources are freed to be used for other
or increased services) count towards 2008-11targets.

• However, the 2008-11programme allows both recurrent and non-recurrent
savings (e.g. from asset sales) to count towards the target, while the 2005-8
programme only counted recurrent savings.

And in relation to the point raised by the Education, Lifelong Learning and
Culture Committee (paragraph 117)

• Details of the efficiency savings for the non-local authority elements of
education, lifelong learning and culture budgets are clearly set out in the
relevant sections of the May 2008 publication of Efficiency Delivery Plans.
[Note: 2 new Education plans will be published, covering HMIE and Skills
Development Scotland, replacing the Balancing Note).
http://www.scotland.Clov.uklPublications/2008/05/EDPMav2008
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The Justice Committee recommended that the Scottish Government "for the time
being, set aside the requirement on the Scottish Prison Service to demonstrate how
its efficiency savings are being achieved so that its management and staff resources
do not risk being diverted from their most important task of ensuring the safety of the
public through the effective discharge of their prisoner-related operational
responsibilities (paragraph 119)."

The Committee does not support this recommendation. No group should be exempt
from reporting on progress being made in relation to efficiency targets (paragraph
120).
We agree with the Committee's view and agree that no group should be
exempt.

Efficiency savings and the budget
The Committee recognises the work ongoing in delivery of the current efficiency
programme, but considers that there is a need for further work to be undertaken on
the options for spending in the medium to long term and calls on the Scottish
Government to bring forward proposals on how these issues might be progressed
(paragraph 121).
Officials are already considering the future of the efficiency programme and
how it might develop.

There is likely to be a significant challenge associated with keeping spending
within budgets in 2010-11, following the reductions announced by the
Chancellor in the pre-budget report, detailed consequences for Scotland of
which will be given in the UK Budget next spring. A broad estimate is that
budgets will be reduced by around £500 million below those currently
projected for 2010-11. The Scottish Government will consider carefully its
approach to this challenge, including the role of the efficiency programme.

Performancemonitoring
Scotland Performs
The Committee agrees that it is important that issues around the indicators used in
Scotland Performs are thoroughly examined and signals its intention to scrutinise
Scotland Performs on an on-going basis (paragraph 131).
I welcome the continued scrutiny of Scotland Performs as it develops. I hope
that the open and accessible nature of Scotland Performs and the information
it contains will help inform further constructive discussion on the performance
of the Scottish Government and its partners towards achieving the
Government's Purpose of sustainable economic growth and nationally agreed
outcomes.

The next phase of development of Scotland Performs will aim to incorporate
more detail of the contributions of the wider public sector to the National
PerformanceFramework.

The Local Government and Communities Committee recommended in its report on
the Draft Budget that Single Outcome Agreements (SOAs) should be better
integrated with the National Performance Framework (and presumably Scotland
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Performs). The Committee intends to examine this relationship as part of its ongoing
scrutiny of Scotland Performs (paragraph 135).
By their definition, Single Outcome Agreements are intended to operate within
the National Performance Framework. The National Outcomes set out in the
Framework are therefore nationally agreed outcomes and the process for
developing SOAs is intended to clearly align and focus Government and all
Public Services towards a shared vision for improving Scotland which in its
implementation is informed by local circumstances to optimise impact. As a
result, while the content of SOAs will vary from one CPP area to another,
reflecting the fact that priority outcomes differ in communities across
Scotland, CPPs should be able to demonstrate in their SOAs alignment
between each of their local priority outcomes and at least one National
Outcome. An outcomes-focused approach emphasises the need for
successful partnerships and collaborations. Scotland Performs will aim over
time to describe the roles and contributions of Government and its partners
and consequentially, to illustrate how Single Outcome Agreements help drive
and support effective partnerships.

Linking expenditure to priorities and outcomes
The Committee appreciates the complexity involved in linking budgets to priorities
and to outcomes. However, it believes that the linkage is crucial to enable robust
scrutiny of the Scottish Government's priorities and strategic objectives. The
Committee notes the Cabinet Secretary's willingness to explore this issue further and
recommends that further work should be undertaken in this area and progress
reported to the Committee before the start of the next budget round (paragraph 145).
The Scottish Government agrees to undertake further work to demonstrate the
linkages between expenditure and the Government's priorities and I will be
happy to report on progress by the next budget round.

The Committee endorses the recommendation of the Transport, Infrastructure and
Climate Change Committee to introduce a clirnate change commentary to budget
documents as soon as is practical (paragraph 147).
I understand the interest in a commentary on the climate change implications
of various government actions. While we await the development of appropriate
assessment tools, I will ask my officials to bring forward proposals for my
consideration on how best to provide an interim qualitative assessment of the
overall budget.

The Transport, Infrastructure and Climate Change Committee asks the Finance
Committee to consider how carbon assessment could form a statutory part of the
Parliament's consideration of other major expenditure projects. The Committee
believes that the appropriate location and means of assessment of carbon impact
through the budget process should be assessed as part of the ongoing scrutiny of
the budget process (paragraph 149).
At this time we are still developing the assessment tool, and with that in mind,
it would be premature to consider its use in a statutory framework; however,
as this work develops, I would be happy to consider returning to this issue.
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Local Government
Single Outcome Agreements
The Committee notes the role of SOAs in the budget process, agrees to consider
further the issues that have been raised around SOAs, but first calls on the Scottish
Government to provide further clarity on reporting timescales and monitoring
arrangements (paragraph 165).
This new approach underpinned by Single Outcome Agreements marks an
important change in how councils and community planning partnerships
(CPPs) are held accountable to their communities, the Scottish Government
and Scottish Parliament. In the past, councils were required to report on their
use of more than fifty funding streams, which together accounted for around
20%of local government funding. In future, councils and community planning
partnerships will be expected to report on the differences that their use of all
of their resources make to their citizens and communities.

We have agreed with COSLA and SOLACE (representing council chief
executives and senior officers) that councils should submit an annual report to
the Scottish Government setting out their progress and achievements towards
the National Outcomes. These reports will provide a basis on which councils
and their partners are held accountable to both their local communities and
the Scottish Government, and their content should reflect this. The reports
should be produced in September of each year (therefore reports of progress
against 2008-09 SOAs should be produced in September 2009). We shall
ensure that the reports are madeavailable for scrutiny by Parliament.

Detailed plans on the form of these new reports are currently under
consideration by Scottish Government in consultation with COSLA, SOLACE,
the Local Government Improvement Service and Audit Scotland. This work
provides an opportunity to consider broader developments to existing Public
Performance Reporting requirements upon councils (under section 13 of the
Local Government in Scotland Act 2003), which keeps faith with the Crerar
Review and our commitment to avoid creating new or overly burdensome or
bureaucratic reportin.garrangements for local government.

Given that 15 months will have elapsed between the signing of the first SOAs
in June 2008and the first reports becoming available in September 2009, local
government will for one year only provide an interim report for the Scottish
Government on the first phase SOAs in April 2009.

Your report refers to guidance produced by the Local Government
Improvement Service which contained a set of 55 indicators which local
authorities could choose to use. The Improvement Service, SOLACE,ACPOS,
CFOAS, NHS Chief Executives and Scottish Government are engaged in
ongoing work to improve this menu. As part of this work, a revised set of
indicators was published in December2008.
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Non-Domestic Rate Income (Business Rates)

The Committee notes the pressures on businesses across Scotland as a result of
the recession; welcomes the acceleration in the reduction of business rates
reductions for small and medium businesses implemented on 1 April 2008; further
welcomes the confirmation that further reductions will be implemented on 1 April
2009 and calls on the Scottish Government to consider what other measures it can
undertake to assist businesses across Scotland (paragraph 174).
We are considering a number of other measures to assist businesses across
Scotland. In addition we havealready taken the following steps:-

• We are accelerating the allocation of Scotland's European Structural
Funds expenditure to bring forward projects that will stimulate the
economy.

• We are engaging with financial institutions to ease credit restrictions
and support businesses.

• We have extended the eligibility for small businesses to apply for
Regional Selective Assistance grants, across the whole of Scotland to
help them invest in creating and safeguarding jobs.

• We will ensure the proposed Horizon Fund for Universities focuses on
economic growth.

• Scottish Enterprise and Highlands and Islands Enterprise are
undertaking comprehensive business reviews with more than 2,000 of
Scotland's major employers and growth companies to help them
respond to the current climate. In addition, the Business Gateway is
providing support, tailored to the current economic conditions, to all
businesses.

• We are doubling the scale of the Scottish Manufacturing Advisory
Service, to help twice the number of Scottish firms improve their
competitiveness.

• Scottish Development International will now enable companies
to participate in the Scottish pavilions at major trade shows at minimal
up-front cost allowing moreScottish companies to access newoverseas
markets.

• Skills Development Scotland will work with businesses and
JobCentrePlus to ensure re-training and upskilling opportunities are as
widely available and effective as possible.

• We are strengthening our Partnership for Continuing Employment
initiative to ensure the delivery of a high level of responsiveness to
businesses and individuals facing redundancy.

• We are considering how best to utilise the increased scope announced
by the European Commission on 17 December 2008, to allow Member
States to support companies through the current financial crisis. i.e. by
notifying a de minimis scheme which will enable public sector funding
of up to €500,000/undertakingto be given to companies in Scotland.
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•

•

In October 2008,we increased, by one third, the levels of aid available
under "Tier 3" RSA. Small businesses can now qualify, subject to it
meeting scheme criteria, for up to 20% (10% for medium-sized
companies)of eligible project costs.

In December2008,we extended "Tier 3" coverage to SMEs in all other
areas of Scotland which had not previously been eligible for RSA
support.

Budaetarv information
Outtum information
Given the obvious desire for outturn figures, the Committee suggests that subject
committees may wish to scrutinise the Scottish Government's consolidated accounts
in future years. The Committee also asks the Scottish Government to respond to the
suggestions made by the Health and Sport Committee and the Rural Affairs and
Environment Committee (paragraph 182).
Given the timing of the publication of the Draft Budget it is not possible to
provide final outturn figures for the previous year. Wewill of course continue
to provide provisional outturn figures which are generally an accurate
reflection of actual expenditure. The consolidated accounts for 2007-08were
laid before Parliamenton 30 September2008and the continued achievement
of such a publication date should ensure that they are available for Subject
Committees to scrutinise as part of the budget process in future years.
Subject Committees can also request further information relating to outturn
from relevantDirectoratesas part of the scrutiny process.

Level 4 figures
The Committee notes the recommendation of the Economy, Energy and Tourism
Committee that Level 4 figures be routinely published as part of the budget
documents. The Committee believes that the printed documents should cover detail
to Level 3, but that Level 4 figures should be made available on the Scottish
Government's website (paragraph 184).
The Scottish Government has no plans to routinely publish Level 4 figures,
indeed in some cases Level 3 is the lowest level of detail available. However
Subject Committees are encouraged to request details as required from
relevantDirectoratesto assist them in scrutinising our spending plans.

Local authority funding
The Rural Affairs and Environment Committee recommends that future budget
documents should contain details in the Local Government portfolio chapter of
funding given to individual local authorities where this has been transferred from
another portfolio during a Spending Review period, together with the basis for such
transfers. The Committee supports this recommendation (paragraph 188).
The Draft budget document already contains a section on the main budget
changes. Where a transfer has been made from one portfolio to local
government, this would appear in both the relevant portfolio chapter as a
reduction in funding, and a corresponding increase in the local government
budget. Further, a detailed list of all changes to the settlement is published as
part of the Local Government Finance Settlement, and brought before
Parliamentas part of the annual Local GovernmentFinanceOrder.

11



International Financial Reportina Standards
The Committee concurs with the view of the Cabinet Secretary for Finance and
Sustainable Growth that it is important to have clarity on this issue and recommends
that the Scottish Government continues to pursue this issue with the UK Government
(paragraph 192).
We will continue to pursue clarification with regard to budget cover as a result
of the conversion to International Financial Reporting Standards (IFRS). A
dialogue is on-going with HMTreasury at both ministerial and official level (SG
and HMT)

Eaualities
The Committee supports the request from the Equal Opportunities Committee for
confirmation of an appropriate mechanism for equality proofing of the budget. The
Committee also requests that the Scottish Government considers a similar
mechanism in relation to social justice and reports back to the Finance Committee
(paragraph 198).
We recognise the importance of developing an appropriate mechanism for
equality proofing the budget and will be developing this in consultation with
the Equality Proofing the Budget and Policy Advisory Group. With respect to a
similar mechanism for social justice, given that this is a new proposition, and
that social justice is a broad and complex construct, we will need to give
further thought to this and the feasibility of developing an appropriate
mechanism. Wewill report back to the Finance Committee once we have been
able to give this consideration.

Alternative spendina proposals
The Transport, Infrastructure and Climate Change Committee brought forward an
alternative spending proposal which suggested that money should be transferred
from one budget line to another. It suggested that there was a "strong case" for
increasing the active travel line in the budget which currently stands at £11m. It
recommends that-

"the Government re-examines this provision and in that context looks carefully
at the proposals put forward by Spokes with the support of a number of other
environmental organisations and evidence from other witnesses. The
Committee believes that consideration should be given to additional funding
for both walking and cycling measures. The Committee does not have enough
information about the trunk road budget at this stage to determine whether
money could be moved from that budget line as Spokes recommend or
whether money could be earmarked from slippage in that budget or the road
maintenance budget for active travel which would prevent it being lost to the
transport portfolio as has happened in previous years."

The Committee notes the evidence from the Cabinet Secretary that set out other
sources of funding contributing to active transport apart from the active transport
budget line. The Committee opposes a reduction in the trunk roads budget
(paragraph 204).
I note the committee's comments.
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