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8 December 2008 
 
 
Dear Angela 
 
 
REVIEW OF THE CORPORATE GOVERNANCE OF AUDIT SCOTLAND  
 
I am writing in response to the Committee’s report on the Review of the Corporate 
Governance of Audit Scotland published on 10 October.  I thank the Committee for its report 
and the opportunity to contribute to the review.  The attached annex provides responses to 
each of the Committee recommendations in which the Scottish Government has a direct or 
indirect interest. 

 
 
 
 
 
 
 
 
 
 

JOHN SWINNEY 
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SCOTTISH COMMISSION FOR PUBLIC AUDIT (SCPA): REPORT ON THE REVIEW OF 
THE CORPORATE GOVERNANCE OF AUDIT SCOTLAND: SCOTTISH GOVERNMENT 
RESPONSE 
 
The following sets out the Scottish Ministers’ response to relevant recommendations in the 
SCPA report: 
 
THE AUDITOR GENERAL FOR SCOTLAND
 
The SCPA recommends that, in future, the Auditor General for Scotland should be 
appointed on a fixed term. The SCPA recommends that legislation should be amended 
to provide that, in future, the Auditor General for Scotland is appointed for a single 
non-renewable term of eight years.  
 

Agreed.  In our view it would not be appropriate to rely on the existing legislative 
provisions in the Public Finance and Accountability (Scotland) Act 2000 (the PFA Act) 
to impose a fixed term.   Subject to consultation with the SPCB and Audit Scotland we 
would intend amending the PFA Act as recommended via the forthcoming Public 
Service Reform Bill.     

 
The SCPA recommends that SPCB should invite the SSRB to undertake a review of 
the salary benchmark for the Auditor General post prior to advertising the post at the 
start of each fixed term. The SCPA considers that the Auditor General’s salary and 
terms and conditions should not be at any risk of arbitrary change during the term of 
appointment. The SCPA, therefore, also recommends that the SPCB should specify at 
the start of each fixed term a mechanism that will be used throughout the fixed term 
to determine routine increases in the salary. The legislation should be amended to 
specify that the SPCB may not modify that specified mechanism for the duration of 
the term without the agreement of the postholder and the advice of the SSRB. 
 

We do not consider that it would be necessary or appropriate to amend the legislation 
(the PFA Act) as recommended.  It would be open to the SPCB to accept and 
implement the recommendations under the existing provisions. The Auditor General’s 
terms and conditions are the responsibility of the SPCB and if that is to remain the 
case it would be inconsistent for matters of detail to be enshrined in statute. 

 
The SCPA considers that a potential difficulty may arise in the event of the incapacity 
of an Auditor General, where temporary provision may need to be made for certain 
functions of the post to be delegated. The SCPA notes the model used in the Judiciary 
and Courts (Scotland) Bill in the event of the Lord President being incapacitated but 
still in post. One option to address this would be to make formal statutory provision 
for the position of Deputy Auditor General. The SCPA recommends that further 
consideration should be given to this issue by the SPCB. 
 

We do not consider that it would be necessary or appropriate to amend the legislation 
(the PFA Act) as recommended. The existing provision enabling the Auditor General 
to authorise any person to exercise his functions would appear more than adequate.  
It would be open to the Auditor General under standard good governance 
arrangements to provide standing delegated authority covering the circumstances 
envisaged by the Committee. 

 
THE PUBLIC AUDIT STRUCTURE 
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The SCPA considers that it is essential to retain the functions and processes of the 
Accounts Commission, namely considering the output of the audit of local authorities 
and joint boards and, where necessary, making recommendations to Scottish 
Ministers. However, the SCPA believes that there may be merit in delivering these 
functions within a simplified audit structure. It considers that greater transparency 
and public understanding could be achieved by an option such as the Auditor General 
being the strategic figurehead responsible and accountable for the audit of all public 
bodies, served by Audit Scotland, and with reporting lines to the Parliament’s Audit 
Committee and to Ministers. There appears no logical reason why the Auditor General 
should not also have the function of Controller of Audit, or why the integrity of the 
different functions cannot be retained in a simplified structure. 
 
The SCPA, therefore, recommends that the Scottish Government and the Parliament 
should enter into discussions in early course on how a thorough review of the 
arrangements could be accommodated within legislation such as the Scottish 
Government’s forthcoming Public Services Reform Bill. 
 

We would of course be happy to discuss this matter with the SPCB and all other 
interested parties.  It is our view however that the Accounts Commission’s separate 
status and independence reflects the elected status of local government and the 
Scottish Government’s particular interest in ensuring standards of public services 
throughout Scotland’ 

 
AUDIT SCOTLAND’S BOARD 
 
While acknowledging the view of Audit Scotland that it is primarily a shared services 
organisation, the SCPA is not clear that this necessarily requires the board 
composition that has become customary. The 2000 Act does not provide for the board 
to include two representatives each from the Auditor General and Accounts 
Commission perspectives.  The SCPA considers that a board of five members should 
consist of the Auditor General and the Chair of the Accounts Commission and three 
other independent non-executive members with no connection to either.  
 

Agreed.  Subject to consultation with Audit Scotland we would intend amending the 
PFA Act as recommended via the forthcoming Public Service Reform Bill. 

 
However, the SCPA considers that there should be further reflection on whether, as 
accountable officer, it is appropriate for the Auditor General to be a full member of the 
board. The composition of the board may need to be considered again if the overall 
public audit structure is revised in the future. 
 

In our view the Auditor General should be a full member of the Audit Scotland board.  
We would agree however that there are potential conflicts of interest for the 
Accountable Officer of a public sector organisation being a full member of the board.  
The designation of  the Audit Scotland Accountable Officer is of course the 
responsibility of the SCPA and the PFA Act allows for either the Auditor General or a 
member of staff of Audit Scotland to be designated. 

 
The SCPA does not consider that non-executive members of the board should be 
appointed by the board itself. The SCPA recommends that a process similar to that 
specified in Standing Orders Rule 3.11 should be used by the Parliament to appoint 
non-executive members of the Audit Scotland board, and recommends that the 
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Standards, Procedures and Public Appointments Committee should consider whether 
such a change to Standing Orders can be proposed. 
 

Good practice in corporate governance allows for the boards of independent bodies to 
appoint their own non-executives.  The reconstitution of the Audit Scotland board 
might largely address concerns about current arrangements.  

 
The SCPA recommends that non-executive board members should be appointed on a 
fixed term. 
 

Agreed. Subject to consultation with Audit Scotland we would intend reflecting this 
recommendation in amendments to the PFA Act implemented via the forthcoming 
Public Service Reform Bill. 

 
The SCPA notes that the current custom of selecting the Chair of the Accounts 
Commission as the Chair of Audit Scotland board effectively means that Scottish 
Ministers are indirectly appointing the Chair of Audit Scotland. The SCPA 
recommends that a review of the method of selecting the Chair of Audit Scotland 
should result from a fuller review of the public audit structure in due course. 
 

Arrangements for the appointment of a Chair of Audit Scotland could be written in to 
the PFA Act via the forthcoming Public Service Reform Bill or, alternatively, could be 
left to the reconstituted board.  We will consult with interested parties on how this 
matter might be best addressed.  

 
THE ROLE OF THE SCPA 
 
The SCPA recommends that its proceedings should be treated in a way that is 
consistent with those of parliamentary committees and, therefore, that the legislation 
should be amended to provide for absolute privilege to be extended to its 
proceedings. 
 
The SCPA also recommends that legislation should provide for any statements of the 
Auditor General (and of staff of Audit Scotland when acting on his/her behalf) to have 
absolute privilege, in the same way as is provided for the Accounts Commission. 
 

Agreed.  We would intend amending the PFA Act as recommended via the 
forthcoming Public Service Reform Bill. 

 
 
 
 
 

 

St Andrew ’s House, Regent Road, Edinburgh  EH1 3DG 
w w w .scotland.gov.uk abcde abc a   
 


