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The Scottish Government Consolidated Accounts Year to 31 March 2020

Performance Report

About the Scottish Government

The Scottish Government is the devolved government for Scotland and has a range of
responsibilities that include: the economy, education, health, justice, rural affairs, housing,
environment, equal opportunities, consumer advocacy and advice, transport and taxation.

Some powers are reserved to the UK Government. Theseinclude: immigration, the
constitution, foreign policy and defence. Further changes to the responsibilities devolved to
the Scottish Government and Scottish Parliament have resulted from the Scotland Act 2012

and the Scotland Act 2016.

After a Scottish Parliamentary election, the First Minister is formally nominated by the Scottish
Parliament and appointed by Her Majesty the Queen. The First Minister then app oints the
Scottish Ministers to make up the Cabinet with the agreement of the Scottish Parliament and

the approval of The Queen.

Scottish Cabinet Ministers and their responsibilities

The Cabinet is the main decision-making body of the Scottish Government. It is made up of
the First Minister, all Cabinet Secretaries, the Minister for Parliamentary Business and the

Permanent Secretary.

The First Minister appoints a Cabinet Secretary for each of the core portfolios described
below, and additional Ministers to support the work of the Scottish Cabinet, and two Law
Officers (Lord Advocate and Solicitor General for Scotland).

Nicola Sturgeon MSP
First Minister

Head of the Scottish Government: responsible for development, implementation and
presentation of Govemmentpolicy, constitutional affairs, and for promoting and representing

Scotland at home and overseas.

Following the Scottish Parliamentary election on 5 May 2016, the First Minister announced a
new Scottish Cabinet, identifying education and the economy as priorities, along with the
reformand improvement of public services and the ability to respond to challenges such as

climate change in the years to come.

The Cabinet Team members serving during 2019-20 are as follows:

John Swinney MSP

DeputyFirst Minister and Cabinet
Secretary for Education and Skills

Responsibilities include:

school standards, quality and improvement
school infrastructure & staffing

educational attainment, qualifications and
closing the attainment gap

National Improvement Framework
teaching profession

behaviour and measures to combat
bullying

modern languages and the Gaelic and
Scots languages

Named Person

Skills Development Scotland
non-advanced vocational skills
historical abuse enquiry
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The Scottish Government Consolidated Accounts Year to 31 March 2020

Humza Yousaf MSP
Cabinet Secretary for Justice

Responsibilities include:

police

courts, sentencing

justice system and criminal law procedure
violence reduction

criminal justice social work, victims,
withesses, female offenders
human rights

prisons and prisoners

reducing reoffending

security

youth justice

Shirley-Anne Somerville MSP

Cabinet Secretary for Social Security
and Older People

Responsibilities include:

welfare policy, social security

measures against poverty (with CSCLG)
Best Start Grant (replacing the UK
Government's Sure Start Maternity Grant)
Funeral Expense Assistance (replacing the
UK Government's Funeral Payment)
Carers Allowance (at which point we will
stop paying Carers Allowance Supplement)
Young Carers Grant

Personal Independence Payments
Disability Living Allowance

industrial Injuries Disablement Benefit
Attendance Allowance

Severe Disablement Allowance

Cold Weather Payments

Winter Fuel Payments

Derek Mackay MSP (until 5 February
2020)

Cabinet Secretary for Finance, Economy
and Fair Work

Responsibilities include:

Scottish economy

Inclusive Growth

managing the public finances

fiscal policy and taxation

Scottish budget, budgetary monitoring and
reporting

government procurement

efficient government

National Performance Framework
public bodies policy

Scottish Futures Trust

Scottish Enterprise - national enterprise
agency

trade and inward investment
trade unions

public sector pay

Scottish National Investment Bank
Registers of Scotland

Kate Forbes MSP (from 18 February
2020)

Cabinet Secretary for Finance

Responsibilities include:

budget bill

managing the public finances
fiscal policy and taxation

income and ADT

fiscal framework

Scottish budget, budgetary monitoring and
reporting

government procurement
National Performance Framework
public bodies policy

Scottish futures trust

public sector pay

Digital Economy

Roseanna Cunningham MSP

Cabinet Secretary for Environment,
Climate Change and Land Reform

Responsibilities include:

climate change and environmental
protection

biodiversity

Crown Estate

environmental and climate justice
flood prevention & coastal erosion
land use and land reform

animal welfare

wildlife crime

water quality and Scottish Water
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Fergus Ewing MSP

Cabinet Secretary for Rural Economy
and Tourism

Responsibilities include:

agriculture and crofting

fisheries and aquaculture

food and drink

Highlands & Islands Enterprise
South of Scotland Enterprise Agency
rural Scotland

animal health

forestry

tourism (from 18/02/2020)

Jeane Freeman MSP
Cabinet Secretary for Health and Sport

Responsibilities include:

NHS and its performance, staff and pay
Health care and social integration
patient services and patient safety
primary care, acute services elective
centres Implementing the 2020 Vision,
national clinical strategy, quality strategy
and national service planning

allied Healthcare services

carers, adult care and support

child and maternal health

dentistry

medical records, health improvementand
protection

Aileen Campbell MSP

Cabinet Secretary for Communities and
Local Government

Responsibilities include:

social justice

tackling inequalities

measures against poverty (with CSSS)
community empowerment, devolution to
communities and reform of local
government

democratic renewal

third sector and social economy
advocacy and advice

religious and faith organisations

Fiona Hyslop MSP

Cabinet Secretary for Economy, Fair
Work and Culture

Responsibilities include:

creative industries

culture

architecture and built heritage
broadcasting

co-ordination on bringing major events to
Scotland

National Records

From 18/02/2020:

Scottish National Investment Bank
Scottish economy

inclusive growth and fair work

trades unions

Scottish enterprise — national enterprise
agency

trade and inward investment

MichaelRussell MSP

Cabinet Secretary for the Constitution,
Europe and External Affairs

Responsibilities include:

The UK's exit fromthe European Union
International relations (from 18/02/2020)
Government and parliamentary business
Constitutional Relations and intra-
governmental affairs

MichaelMatheson MSP

Cabinet Secretary for Transport,
Infrastructure and Connectivity

Responsibilities include:
transport and public transport
infrastructure investment policy
cities & City Deals

town centres
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The Cabinetis supported by the following ministerial team:

Graeme Dey MSP: Minister for Parliamentary Business and Veterans

Kevin Stewart MSP: Minister for Local Government, Housing and Planning

Paul Wheelhouse MSP: Minister for Energy, Connectivity and the Islands

Ash Denham MSP: Minister for Community Safety

Maree Todd MSP: Minister for Children and Young People

Jamie Hepburn MSP: Minister for Business, Fair Work and Skills

Joe FitzPatrick MSP: Minister for Public Health, Sport and Wellbeing

Clare Haughey MSP: Minister for Mental Health

Ben Macpherson MSP: Minister for Public Finance and Migration

Christina McKelvie MSP: Minister for Older People and Equalities

lvan McKee MSP: Minister for Trade, Investment and Innovation

Jenny Gilruth MSP: Minister for Europe and International Development (from
18/02/2020)

Mairi Gougeon MSP: Minister for Rural Affairs and the Natural Environment

Richard Lochhead MSP: Minister for Further Education, Higher Education and Science

Law Officers during 2019-20 (unchanged from 2018-19)

James Wolffe QC Lord Advocate
Alison Di Rollo Solicitor General

Further information on Cabinetand Ministerial responsibilities is available from the Scottish
Parliament and Scottish Government websites, at parliament.scot and gov.scot respectively.

The Civil Service and Government Officials

The First Minister leads the Scottish Government, with the support of the Scottish Cabinet and
Ministers. The civil service helps the government of the day develop and implement its policies
as well as deliver public services. Civil servants are accountable to Ministers, who in turn are
accountable to Parliament.

The Permanent Secretary leads the civil service in Scotland and supports the govemmentin
developing, implementing and communicating its policies; and is the principal policy adviser to
the First Minister and Secretary to the Scottish Cabinet. The Permanent Secretary is also the
Principal Accountable Officer with responsibility to ensure that the government's money and
resources are used effectively and properly.

The government is structured into a number of directorates and their related public bodies.
Directorates and agencies are managed by six Directors General (DGs).

Scottish Government Senior Management Team (Corporate Board)

The Scottish Government Senior Management Team are responsible for ensuring that the
Scottish Government is organised and managed in the most effective way to support Ministers
in the implementation of their policies. Further information on the management structure of the
Scottish Government is available on the Scottish Governmentwebsite at gov.scot.

The Non-Executive Directors provide direct, external, support, challenge and guidance to their

“paired” Directors General (DGs)and senior staff in relation to the delivery of their porffolio-
based risk, assurance and internal controls framework, and participate in the Corporate Board,
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one or more of the formal sub-Boards, DG Assurance meetings linked to their paired DG(s)
and Scottish Government Audit and Assurance Committee. Janet Hamblin, Non-Executive
Director, was the Chair of the Scottish Government Audit and Assurance Committee for the
period covered by the Accounts - 2019/20. A Deputy Chair of the Scottish Government Audit
and Assurance Committee — Jim Robertson — was appointed in March 2019.

Directors General in 2019-20 were:

Leslie Evans Permanent Secretary

Sarah Davidson DG Organisational Development and Operations (until 30/06/2019)
Lesley Fraser DG Organisational Development and Operations (from 01/07/2019)
Liz Ditchburn DG Economy

Malcolm Wright OBE DG Health & Social Care

Paul Johnston DG Education, Communities & Justice

Alyson Stafford CBE DG Scottish Exchequer

Ken Thomson DG Constitution & External Affairs

Directors serving as members of Corporate Board during 2019-20 were:

Barbara Allison Director of Communications, Ministerial Support and Facilities
Nicky Richards Director of People
Gordon Wales Chief Financial Officer

Ruaraidh Macniven  Solicitor to the Scottish Government (from 17/06/2019)

Non-executive members of the Corporate Board during 2019-20 were:

Janet Hamblin

Linda McKay
Ronnie Hinds
Hugh McKay
Annie Gunner Logan

Subsequent to the end of the financial year three members of the Corporate Board have
departed the Scottish Government. Gordon Wales departed on 10 July 2020, Malcolm Wright
departed on 31 July 2020 and Janet Hamblin departed on 31 August 2020.

Register of Interests

Members of the Corporate Board whom held company directorships and other significant
interests during 2019-20 were:

Staff:

Leslie Evans, Permanent Secretary: Member of Institute of Directors.

Sarah Davidson, Director General Organisational Development and Operations (until
30/06/2019): Member of Advisory Board for Business in the Community Scotland
(representing SG). Shares held with CO Funds.

Lesley Fraser, Director General Organisational Development and Operations (from
01/07/2019): Shares with RBS.
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Alyson Stafford CBE, Director General Scottish Exchequer: Member of Institute of Chartered
Accountants in Scotland, Chartered Institute of Public Finance and Accountancy and Institute
of Chartered Accountants in England and Wales. Trust Investments with Fid elity via Origen
Financial Services.

Malcolm Wright OBE, Director General Health and Social Care: Honorary Fellowship of the
Royal College of General Practitioners, Fellow of the Royal Society of Arts, Honorary
Fellowship of the Royal College of Physicians of Edinburgh and Winston Churchill Fellow.

Barbara Allison, Director of Communications, Ministerial Support and Facilities: Treasurer for
Women of Scotland Luncheon, which is an annual lunch supporting worthwhile causes, and
member of Board of Scottish Ballet. Judge on HR Network Awards Competition.

Nicola Richards, Director of People: Shares held with Hargreaves Lansdown and Fidelity.
Gordon Wales, Chief Financial Officer: Shares held with Halifax PLC.

Ruaraidh Macniven, Solicitor to the Scottish Government (from 17/06/2019): Member of the
Law Society of Scotland, Member of the Society of Solicitor Advocate, and Co-opted
Member of the Council of the Law Society.

Non-Executive Directors:

Janet Hamblin: Partner of RSM; Member of the Audit Committee of Merchant Company of
Edinburgh; Chair of Castle Rock Edinvar Housing Association Audit and Risk Committee;
Board Member of the Lyceum Theatre.

Ronnie Hinds: Chair of the Local Government Boundary Commission for Scotland.

Hugh McKay: Non-Executive Director at Lloyds Development Capital; and Non-Executive
Director - Trustee at The Chartered Bankers Institute (non-remunerated position).

Annie Gunner Logan: Director and Company Secretary at Coalition of Care and Support
Providers in Scotland (CCPS).

SG2020 Transformation Programme

The Scottish Government is facing the biggest ever shift in responsibilities - raising taxes as
well as spending them. To meet the challenges ahead, the organisation is committed to being:

Open
e accessible, trusted, an engaged and credible partner;
¢ clearaboutroles and expectations of others; and
e valuing diversity and representative of the communities served.

Capable

¢ world class in the approach to government, transforming Scotland by designing and
delivering excellent public services and supporting ministers;

¢ accountable, efficient and effective in performance and approach to tax-raising and
spending;

e competent, professional, inclusive, skilled and knowledgeable: an exemplar of fair work
and an employer of choice; and

¢ well-led with consistently good management of people and change.
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Responsive
¢ ambitious for Scotland and confidentabout improving outcomes;
e focused on priorities, flexible and effective in matching resources and capabilities; and
e designing better places, networks and systems.

More detailed information aboutthe actions planned by the Scottish Government to meet the
challenges ahead is provided in the publication of the Programme for Government’

How the Scottish Budgetis funded

There are a number of sources of funding to support the expenditure planned and approved
by the Scottish Parliament in the Scottish Budget Act.

The Scottish Consolidated Fund was set up following devolution in 1999 and received its
statutory powers under the Scotland Act 1998. The Scottish Consolidated Fund receives, from
the Office of the Secretary of State for Scotland, sums which have been voted by the UK
Parliament for the purpose of "grant payable to the Fund". Funding is drawn down by the
Scottish Government from the Scottish Consolidated Fund to support the spending plans laid
outin the draft budget.

The primary receipts to the Scottish Consolidated Fund are: the block grant from HM
Treasury; revenue collected by HMRC on behalf of the Scottish Government under the
provisions for Scottish Income Tax; Devolved taxes collected by Revenue Scotland which are
currently Land and Buildings Transaction Taxand Landfill Tax; and borrowing.

The block grant from UK Government is allocated to the Secretary of State for Scotland
through the approval of the UK Parliament, and forms part of the UK public expenditure
control regime. This requires the Scottish Govermmmentto plan, monitor and reportits spending
against the control aggregates set by the UK Parliament and HM Treasury alongside those set
by the Scottish Parliament.

The Scotland Act 2016 empowered the Scottish Parliament to set Scottish Income Taxrates
and bands. During 2019-20, £11.7 billion in income taxrevenues derived from Scottish
Income Tax were assigned to the Scottish Administration and paid to the Scottish
Consolidated Fund. Identification of Scottish taxpayers and administering the taxare matters
for the UK Government and Her Majesty’s Revenue and Customs (HMRC).

Under devolved powers from the 2012 Scotland Act, 2019-20 was the fifth year in which
devolved taxes in respect of Land and Buildings Transactions and Landfill Tax have been
managed in Scotland. A total of £717 million has been collected, £30 million below the initial
estimates, which has been managed within the in-year budget. The block grant has been
adjusted to take account of these locally raised tax receipts.

Revenue Scotland was established by the Revenue Scotland and Tax Powers Act 2014 to
administer and collect both fully devolved taxes. Revenue Scotlandis responsible for
preparing an account of the devolved taxes (The Devolved Taxes Account). The taxes
collected by Revenue Scotland are paid to the Scottish Consolidated Fund. The Devolved
Taxes Account and the Scottish Consolidated Fund Account are prepared and published
separately and can be accessed online at revenue.scot and gov.scot.

" https://www.gov.scot/programme-for-government

-10 -
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From the 2016 Scotland Act, the Scotland Reserve, effective from 1 April 2017, provides the
Scottish Government with a limited tool to manage the smoothing of all types of spending and
to assist with the management of tax volatility and determine the timing of expenditure.

As further powers are devolved to Scotland, and the ability to use the existing fiscal levers to
influence the funds available is increasing, the impact of accurate taxforecasting becomes
greater. The Scottish Fiscal Commission was established in June 2014 as a non-statutory
body to provide independent scrutiny of Scottish Government forecasts of receipts from taxes
devolved to Scotland. By March 2016 the Scotland Act 20162 devolving more fiscal powers to
Scotland was passed, and the associated Fiscal Framework3 was agreed between the
Scottish Government and UK Government. The Fiscal Framework changed the remit of the
Scottish Fiscal Commission as reflected in the Scottish Fiscal Commission Act 20164 which
received Royal Assent on 14 April 2016. Further information about the Scottish Fiscal
Commission can be found at fiscal.scot.

Further information aboutthe Scottish Budget setting and authorisation process can be found
within The Scottish Budget 2020-215.

The total budget approved by the Scottish Parliament includes activities not included in these
accounts. Note 23 to these accounts provides a reconciliation to the total budget.

The fiscal activity of the Scottish Government is describedin a suite of accounts information:
the Scottish Consolidated Fund account, incorporating additional reporting on the use of
borrowing powers and the related Devolved Taxes Account report on the funding available to
the Scottish Government in the financial year; the Scottish Govermment Consolidated
Accounts, the annual accounts of the other bodies within the Scottish Administration and of
the bodies funded directly from the Scottish Budget togetherreport on the use of resources
authorised by the Scottish Parliament for the financial year.

*http://www.legislation.gov. uk/ukpga/2016/11/contents/enacted
Shttp://www.gov.scot/Publications/2016/02/3623/0

‘http://www. legislation.qov. uk/asp/2016/17/contents/enacted
Shttps://www.gov.s cot/publications/scottish-budget-2020-21/

-11 -
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Accounting Boundary

These accounts reflectthe consolidated assets and liabilities and the results of all entities
within the Scottish Government consolidation accounting boundary as required by and defined
in the Government Financial Reporting Manual (FReM). T his consists of ten internal Portfolios,
supported by Administration, their Executive Agencies (each linked to a specific portfolio, and
this year including the new Scottish Forestry Agency for the first time ), the Crown Office and
Procurator Fiscal Service and the NHS Bodies responsible for the planning, promotion,
commissioning and the delivery of healthcare. The portfolio analysis in these accounts reflects
the portfolios designated by the First Minister from 27 June 2018. The consolidation boundary
includes the following:

Finance, Economy and Fair Work Portfolio
Executive Agencies: Scottish Public Pensions Agency (https://pensions.gov.scot/)
Accountant in Bankruptcy (https://www.aib.gov.uk)

Health and Sport Portfolio

Other Consolidated Bodies: The NHS Bodies in Scotland
(https://www.scot.nhs.uk/organisations/)
Mental Welfare Commission (https://www.mwcscot.org.uk/)

Education and Skills Portfolio

Executive Agencies: Disclosure Scotland
(https://www.mygov.scot/organisations/disclosure-scotland)
Education Scotland (https:/education.gov.scot)
Student Awards Agency Scotland (https://www.saas.gov.uk)

Justice Portfolio
Executive Agency: Scottish Prison Service (https://www.sps.gov.uk/)

Social Security and Older People Portfolio
Executive Agency: Social Security Scotland (https://www.socialsecurity.gov.scot/)

Environment, Climate Change and Land Reform Portfolio

Rural Economy Portfolio
Executive Agency: Scottish Forestry (https://forestry.gov.scot/)

Communities and Local Government Portfolio
Culture, Tourism and External Affairs Portfolio
Government Business and Constitutional Relations Portfolio

Transport, Infrastructure and Connectivity Portfolio

Executive Agency: Transport Scotland (https://www.transport.gov.scot/)
Other Consolidated The Crown Office and Procurator Fiscal Service
Bodies: (https://mww.copfs.gov.uk/)

In addition to inclusion within these consolidated accounts, the executive agencies and other
bodies detailed above also publish separate accounts providing greater detail about their
income and expenditure and assets and liabilities. The accounts can be accessed at the
websites noted above.

-12 -
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The Scottish Government is also the sole shareholder of Caledonian Maritime Assets Ltd,
David MacBrayne Ltd, Highland and Islands Airports Limited, Scottish Futures Trust,
Prestwick Holdco Limited and Ferguson Marine (Port Glasgow) Ltd, and sponsor of a number
of executive, advisory and tribunal Non-Departmental Public Bodies. These bodies are
regarded as related parties with which the Scottish Government has had various transactions
during the year, but do not fall within the Scottish Government consolidation accounting
boundary. Further details of Scottish Public Bodies are available on our website®.

The financial statements of NHS Boards include NHS Endowment Funds. These Endowment
Funds are Registered Charities with the Office of the Scottish Charity Regulator (OSCR) and
they are also required by OSCR to prepare audited financial statements. NHS Endowment
Funds are not part of the Scottish Government accounting boundary, and therefore they have
not been included in Scottish Government consolidated accounts.

These accounts report actual outturn compared to the budget authorised by the Scottish
Parliament. The Scottish Government also routinely reports to Parliamenteach year on the
Final Outturn for the Scottish Administration in an additional statement. This brings together
the audited information from the bodies within the Scottish Administration to show this against
the Budget limit authorised by the Scottish Parliament.

5 www.gov.scot/Topics/Government/public-bodies

-13-
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Performance Overview

The Budget Framework

The Scottish Government set out its spending plans for 2019-20 in December 2018in The
Draft Budget’. Approval for a detailed budget for 2019-20 was given by the Parliament in
March 2019 in the Budget (Scotland) Act 2019. The annual Budget is refined through in-year
budget revisions, Parliamentary approval for which is given by statutory instrument.

The Scottish Government’s Purpose

The Scottish Government’s purpose is to focus governmentand public services on creating a
more successful country with opportunities for all of Scotland to flourish, through increased
wellbeing, and sustainable and inclusive economic growth.

The Programme for Government

Through the Programme for Government® the plans for the year are set out, including the Bills
to be introduced to the Scottish Parliament.

Exit from the EU

The uncertainty of the outcome of the UK’s withdrawal from the EU remains one of our
most significant risks, this risk has been compounded with the impact of COVID-19. We
continue to have robust controls in place to manage this risk.

As negotiations between the UK government and the European Union around the s ettlement
arrangements continue, it is not yet possible to fully quantify the impact of the decision for the
UK to leave the EU on Scotland but the fluctuations in exchange rates and other economic
features will inevitably be reflected in the financial performance reported in these and future
accounts.

The Scottish Government has been engaging with the UK Government to ensure that
Scotland’s fiscal interests are safeguarded as the UK leaves the European Union.

There is further commentary on the impact of and arrangements for exit from the EU in the
Governance Statementwithin the Accountability section of these annual accounts.

Covid 19 Response and Impact

The Scottish Government has published information on Coronavirus (COVID19) :Scotland
Strategic Framework Coronavirus (COVID 19): Scotland's Strategic Framework?®. There is
further commentary on the response to COVID 19 in the Performance Analysis and the
Governance Statement of these accounts.

National Performance Framework

Through the National Performance Framework'® (NPF), the Government sets out:

Purpose
The framework is for all of Scotland. The Government aims to:
e create a more successful country;

" https://www.gov.scot/publications/scottish-budget-draft-budget-2018-19

8 https://www.gov.scot/programme-for-government

9 https://www.gov.s cot/publications/covid-19-scotlands-strategic-framework/pages/1/
"0 https://nationalperformance.gov.scot/

-14-
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e give opportunities to all people living in Scotland;
e increase the wellbeing of people living in Scotland;
e create sustainable andinclusive growth; and
e reduce inequalities and give equal importance to economic, environmental and social
progress.
Values

The values guide the Government’s approach to:
o treat all our people with kindness, dignity and compassion;
e respectthe rule of law; and
e actin an open and transparent way.

National outcomes
To help achieve its purpose, the framework sets out ‘national outcomes’.

These outcomes describe the kind of Scotland it aims to create.

The outcomes:
reflect the values and aspirations of the people of Scotland;
are aligned with the United Nations Sustainable Development Goals; and
¢ help to track progress in reducing inequality .

These national outcomes are that people:
e grow up loved, safe and respected so that they realise their full potential;
live in communities that are inclusive, empowered, resilient and safe;
are creative and their vibrant and diverse cultures are expressed and enjoyed widely;
have a globally competitive, entrepreneurial, inclusive and sustainable economy;
are well educated, skilled and able to contribute to society;
value, enjoy, protect and enhance their environment;
have thriving and innovative businesses, with quality jobs and fair work for everyone;
are healthy and active;
respect, protect and fulfil human rights and live free from discrimination;;
are open, connected and make a positive contribution internationally; and
tackle poverty by sharing opportunities, wealth and power more equally.

National Indicators
The framework measures Scotland’s progress against the national outcomes. To do this, it
uses ‘national indicators’.

These indicators give a measure of national wellbeing. They include a range of economic,
social and environmental indicators.

More information about performance against outcomes can be found at National Indicator
Performance™".

" https://nationalperformance.qov.scot/measuring-progress

-15-
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Performance Analysis

Performing for outcomes

As set out in the National Performance Framework (NPF) section of these accounts, the NPF
is for all of Scotland, not just the Scottish Government, and the NPF website '2 provides an
overview of how Scotland is progressing towards our national outcomes through a range of
social, environmental and economic indicators.

In terms of Scottish Government performance, a range of performance information in a variety
of forms, reflecting the breadth of Scottish Government activity, is published on the Scottish
Government website 3.

Some of the deliverables enabled by Scottish Government funding this year include:

¢ Increased spending on healthand care services: continued to shift the share of the
frontline NHS budget dedicated to mental health and to primary, community, and social
care. Increased investment in reform with the specific intention of prioritising front-line
services and improving patient outcomes. Invested £120 million in integration, covering
delivery of Living Wage, increasing provision of free personal care and school
counselling.

e Invested in education: over £180 million invested in the Attainment Scotland Fund,
including over £120 million in Pupil Equity Funding provided directly to head teachers
in over 95% of schools across Scotland to tackle the poverty related attainment gap.
This funding has supported schools to develop and embed approaches to b est support
and improve the life chances of children and young people from the most deprived
backgrounds.

¢ |n October 2019, the Climate Change (Emissions Reduction Targets) (Scotland)
received Royal Assent and was commenced in full in March 2020. The 2019 Act sets
targets to reduce Scotland’s emissions of all greenhouse gases to net-zero by 2045 at
the latest, with annual and interim reductions targets. The rigorous framework of
Scotland’s 2009 Climate Change Act (which the 2019 legislation amends) has
supported strong progress to date. The Act places the principles of a just transition to
net-zero into statute and at the heart of future Climate Change Plans. Progress
towards Scotland’s emissions targets is reported on our website '4.

e |n 2019-20, further work was undertaken as part of Tackling Child Poverty Delivery
Plan to develop the Scottish Child Payment, ready for launch in November 2020. Our
second annual progress report on child poverty outlines the considerable progress
we have made in delivering the range of action committed. The report highlights that
our estimated investment targeted at childrenliving in poverty increased by £144
million to over £672 million in 2019-20 from the last year. This was part of over £1.96
billion invested to support lowincome households.

¢ Delivered the UK’s fairest income tax system: our tax policy choices in 2019-20
ensured that 55% of Scottish taxpayers paid less Income Taxthan they would have if
they lived elsewhere in the UK, while still raising the revenue needed to support
investment in the Scottish economy and public services.

¢ Maintained a competitive Non-domestic rates regime, including delivering a below
inflation increase in the rates poundage, the lowest poundage available anywhere in
the UK, and the Small Business Bonus Scheme which provides record relief to over

2 https://nationalperformance.gov.scot
" https://www.gov.scot
'+ https://www.gov.scot/pdlicies/climate-change
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119,000 business properties across Scotland and has lifted 100,000 recipients out of
rates altogether.

Invested in capital infrastructure development: launched a £50 million Town Centre
Fund and invested £2.9 million in supporting the development of the National
Manufacturing Institute for Scotland facility. Work on dualling the A9 is ongoing which,
once completed, will stimulate economic growth for the local area.

Delivered a new Public Sector Pay Deal: this provided a pay uplift of 3% for those
earning up to £36,500, ensuring over 70% of staff covered by the deal received an
increase of at least 3%.

Via the Scottish Funding Council, in 2019-20 we provided over £1.8 billion to our
Scotland’s colleges and universities. This included provision for 128,290 funded places
at university and 116,000 Full-Time Equivalent (FTE) places at college. We also
provided capital maintenance support to both sectors which in 2019-20included the
completion of Forth Valley College's new Falkirk campus and additional financial
support in the form of Financial Transactions to our universities to support projects
related to low carbon and energy saving, estates development, improving the student
experience and collaborative activities.

improved mental health services for young people: utilised £27 million of increased
investment to ensure every secondary school in Scotland has access to a counsellor.
Training has also commenced for the first cohort of 50 additional school nurses to
increase mental health support for young people.

increased investment in Integration Authorities: Integration Authorities have maximised
over £9.7 billion of increased investmentto support the coordination and delivery of
social care, primary care and community health services to improve people’s health
and wellbeing.

in 2019-20, £346 million was paid out to clients across Scotland through the following
benefits: Carer’s Allowance and Carer’s Allowance Supplement, Best Start Grant:
Pregnancy and Baby Payment, Best Start Grant: Early Leaming Payment (from 29
April 2019), Best Start Grant: School Age Payment (from 3 June 2019), Funeral
Support Payment (from 16 September 2019)and Young Carer Grant (from 21 October
2019). Improved social security benefits based on dignity and respect: Thefirst Benefit
Take-up Strategywas published, increasing awareness and access to Scottish
benefits, including providing £600,000 to support hardto reach groups to access
benefits.

Provided local government with a real terms increase in both revenue and capital
funding, and a real terms increase in total overall support provided through the
settlement of £11.1 billion. A selection of reports is available under the Communities
and Local Government section below.

invested almost £500 million to expand funded early learning and childcare, supporting
the recruitment and training of staff and investment in building, refurbishment and
extension of around 750 nurseries and family centres.

Provided initial funding of £130 million towards the establishment of the Scottish
National Investment Bank, which will be operational by the end of 2020.

Protected the police resource budget in real terms, continued reform funding to support
transformation, and increased the police capital budget to enhance effective mobile
working.

Provided over £20 million for Zero Waste activities, to supportthe transition to a more
resource-efficient, circular economy, cutting waste and carbon emissions and opening
up economic opportunities. This includes design and implementation work for a deposit
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return scheme, the legislation for which was passed by the Scottish Parliament in May
2020.

¢ Invested £80 million in Active Travel to help build an Active Nation with over £50 million
going to the Places for Everyone infrastructure programme to build ambitious active
travel infrastructure projects, many of which span several years. We have investedin
behaviour change programmes including over £1 million on Bikeability to give over
43,000 children the skills and confidence to cycle safely.

¢ Continued investment in the Digital Scotland Superfast Broadband (DSSB) programme
extended fibre broadband access across the country.

e Provided over £839 million and delivered 9,286 affordable homes, as part of our total
investment of over £3.5 billion to deliver 50,000 affordable homes over the course of
the Parliament which brought delivery at the end of year four of the target to 34,791
affordable homes, of which over 23,000 are for social rent.

¢ Continued to invest in transformation of the homelessness system through the £50
million Ending Homelessness Together Fund, principally through delivery of the actions
in our 2018 Ending Homelessness Together Action Plan. In year 1 of the plan (2019)
we progressed 34 of the actions and continue to work with partners to progress the
remaining 15 throughout 2020/21. On top of this, we provided £1.5 million to meet the
immediate needs of homeless people during the pandemic. In response to Covid-19
and the challenges and opportunities this presents we published an updated action
plan?in October 2020 with increased ambition and a range of new actions to achieve
our aims

To demonstrate howmoney that is provided to the Government is spent on progressing the
longer term outcomes as articulated by the Portfolios in the Scottish Budget 2020-2021 and
tracked to the 2019-2020 priorities, a list of references to relevant performance information
already published elsewhere is presented below. This signposts to existing performance
reporting on some areas of major spend within each portfolio and links these to the National
Outcomes.

This does not provide a complete picture of performance reporting, but it is a step towards the

longer-term aim of better demonstrating the connection between spend, delivery and
outcomes.

Due to the timing of publications, some of the performance reports sighposted below will refer
to the previous financial year (2018-2019).
Performance Reports by Portfolio presented with associated primary and

secondary National Outcomes’®

Health & Sport

Primary National Outcomes:

"
Secondary National Outcomes: 4% CO“‘”"""‘”—‘%SECDﬂom‘f Poverty g¥ Fair Work ’3‘Educati0n

‘ Business

'S https://www.gov.scot/publications/ending-homelessness-together-updated-action-plan-october-2020/

'8 The Scottish Budget 2020-2021 outlines the contributions of the Portfolios’ Priorities (Level 2), tracked
to 2019-2020 spend, to the National Outcomes. These are split between primary and secondary National
Outcomes in the Budget document.
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Health and Social Care integration: progress review

NHS Scotland and Integration Authorities monthly consolidated financial reporting
Social Care and Social Work Improvement Scotland Annual Reports
Performance Reports from Integration Authorities

Sport Scotland Annual Report and Accounts

Independent Living Fund Scotland Annual Reportand Accounts

Support in the Right Direction Programme

Short Breaks Fund reports : Shared Care Scotland & Family Fund (Take a Break)

Communities and Local Government

. . Communities ST=H

Primary National Outcomes: &

Secondary National Outcomes: Poverty Economvﬂ Environment pa
@Education ’ ﬁu’wu-namnal;

Architecture and Design Scotland Annual Review 2019

Local Government Finance Statistics

Local Government Benchmarking Framework Overview Report
Accounts Commission Local government in Scotland Overview 2020
Individual councils Best Value Assurance reports

Non-domestic rates (business rates) accounts

Non-Domestic Rates Revaluation Appeals

Fairer Scotland Action Plan progress report

Review of the Fair Food Transformation Fund

Tackling child poverty second year progress report

Scottish Housing Regulator Annual Reportand Accounts

More Homes Division Affordable Housing Supply Programme (AHSP) Annual Out-turn

Report
¢ Housing statistics for Scotland affordable housing supply programme summary tables

Education and Skills

Children

i . Education &
Primary National Outcomes: .
i F Poverty Ecc:-nomy‘mmmunities Fair Work & sternational

Secondary National Outcomes: @ {03 il International

@ Health

e Scottish Funding Council Annual Report and Accounts

o Education Scotland's Annual Report and Accounts

o Scottish Qualifications Authority, Vocational Qualifications and Skills - SQA Annual
Report and Accounts

¢ Scottish Credit and Qualifications Framework - SCQF Annual Impact Report

o Student Awards Agency Scotland (SAAS) Annual Report and Accounts
Report on Widening Access
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Justice

Primary National Outcomes: Commu'ms %

Secondary National Outcomes:

@Iﬂ ternational

Justice Analytical Services Division publications

Scottish Police Authority Annual Report and Accounts

Policing Performance Framework and Annual Assessment

Scottish Fire and Rescue Service (SFRS) Annual performance review
Scottish Public Pensions Agency (SPPA) annual report and accounts
Scottish Legal Aid Board (SLAB) Annual Report and Accounts
Scottish Legal Complaints Commission (SLCC) Annual Report and

Transport, Infrastructure and Connectivity
Economy Env nent
Primary National Outcomes: @ it R

Secondary National Outcomes: Fair Work & g Communities * Poverty

Business

@Iﬂ ternational

Transport Scotland Annual Report and Accounts

Finance, Economy and Fair Work

* Economy é Fair Work & Poverty Lommumt\ns
Primary National Outcomes: Business

Secondary National Outcomes: Education @ln[a:nauanmﬂ Environment

State of the economy report

Economic Growth statistics

Productivity statistics

The Business, Enterprise and Energy statistics
Businesses in Scotland 2019

Small Business Survey Scotland 2019

SME Access to Finance Survey 2019

Export statistics and Export Performance Monitor

Children EEOHDWV@ Environment Health

Fair Work &
Business

Health

Scotland's Labour Market monthly Briefing and Scotland’s Labour Market Trends

Scotland’s L abour Market: People, Places and Regions
Annual Survey of Hours and Earnings

Trade Union Statistics

Government Expenditure and Revenue Scotland
Annual Implementation Reports (AIR)

Skills Development Scotland Annual Review - 2019/20
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Fair Start Scotland Evaluation Report 3: Overview of year 2

Fair Start Scotland Annual Report 2

Scotland's devolved employment services: statistical summary

A Fairer Scotland for Disabled People: Employment Action Plan — Progress Report
Health and work support pilot: interim evaluation report

Modern Apprenticeship Statistics 2019/20 Quarter 4

Emplovyability Fund Statistics 2019/20 Quarter 4

Other SKkills Initiatives 2019/20 Quarter 4

Graduate Apprenticeships - Early Activity and Progress 2019-20
Scottish Government procurement annual report: 2019

Annual report on procurement activity in Scotland: 2019

Scottish Centre for Regional Inclusive Growth (SCRIG) Dashboard

Environment, Climate Change and Land Reform

. . ﬂ Environment
Primary National Outcomes:
. Eccnmmy Health Ccmmunities&l.w o—
Secondary National Outcomes: -' 2 i ik

Fair Work &
Business

Natural Capital Accounts for Scotland

Scottish Energy Statistics

Aichi Interim Report

Natural Capital Asset Index

Spotlight on SEFARI Strategic Research 2018-19

Performance Report, Scottish Environment Protection Agency (SEPA)

Culture, Tourism and External Affairs

Primary National Outcomes:
; ECDI‘le\' Health *Communities - ent s Fair Work &
Secondary National Outcomes: Y R & ST s

@lr'l[tf[l&ﬂlﬂl'lap Poverty

¢ |International Development - national indicator development: research report
e Contribution to International Development
e Scottish Annual Business Survey and Business Register & Employment Survey

Social Security and Older People

Primary National Outcomes: Poverty

Secondary National Outcomes: o i
Lniaren

e Social Security Statistics and Research
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e Social Security Scotland's first Business Plan

Rural Economy

Primary National Outcomes: Emmm"’ﬂ e
Secondary National OQutcomes: 'CDmmU”iUE‘S Fair Work &- Health Education
Business .

@ll"l ternational

e Agricultural payments: Common Agricultural Policy (CAP) & Payments progress

reports
e Scottish Rural Development Programme (SRDP) 2014-2020 annual implementation

reports

Crown Office and Procurator Fiscal Service

Communiti
Primary National Outcomes: el

Secondary National Outcomes: < F ECDHWV@ Environment &g Fair Work &

Business

¢ The Crown Office and Procurator Fiscal Service Statistics

Government Business and Constitutional Relations

{;}} Communities
Primary National Outcomes:

Seepndany Nafionsl Oulsames: o 2 Etonnm\j@|r’|[ﬂ::r|aliDnaF Education @ s
Childr »’:‘l'l Poverty

¢ Freedom of Information performance - responding on time
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Outturn against Budget

These accounts report actual outturn compared to the budget authorised by the Scottish
Parliament. The annual budget authorised by the Scottish Parliament is the budget for the
wider Scottish Administration and includes the funding of activities which are not within the
Scottish Government, and therefore outside the required accounting boundary of these
accounts. There are also some differences between the HMT required budgeting rules and the
government financial reporting accounting requirements that have to be accommodated in any
comparison. These accounts therefore compare the actual outtum to the budget, both stated
on the same accounting basis. There is a reconciliation and explanation of the budget
reflected in the accounts with that shown in the annual budget documents provided in Note 23.

As described above, spending plans for financial year 2019-20 were set out in Scottish
Budget: Draft Budget 2019-20 published in December 2018. After consideration by the
Scottish Parliament Finance and Constitution Committee and other Committees, these plans
were presented in the Budget Bill introduced in January 2019 and received Royal Assent as
the Budget (Scotland) Act 2018 in March 2019. Parliamentary approval for the in-year
revisions to the plans set out in the Budget (Scotland) Act was granted in the Autumn Budget
Revision made in November 2019 and Spring Budget Revision, made in March 2020.

The budget of £38,716 million reported in these accounts is net of adjustments to reflect those
activities notincluded in the accounting boundary as described above. This is made up of an
operating budget of £36,797 million and a capital budget of £1,920 million.

The financial results for the year arereportedin the attached accounts. Theyrecord a Net
Resource Outturn of £37,695 million resulting in an overspend of £899 million. This is due to
the recognition of £912 million COVID-19 business support grants in 2019-20 Note 15 to the
accounts explains the recognition of this provision in respect of the support schemes
announced by Scottish Ministers in March 2020 to commence from 1 April 2020 to ameliorate
the adverse economic consequences of the COVID-19 pandemic. The appropriate budget
cover for this expenditure was authorised in the Summer Budget Revision in May 2020 and
the payments to businesses made during 2020-21,

Although these accounts reportan overspend, thereis no breach of Budget Act provision
because, as noted above, the budget limit for the Scottish Administration as a whole has not
been breached.

The Net Capital Outturn for the year was £1,690 million resulting in an underspend of £230
million. Total overspend of £669 million, adjusted to exclude the element relating to business
support measures to an underspend of £242 million represents approximately 0.6 per cent of
the total budget. An explanation of the major variances is included in these accounts in the
portfolio outturn statements.

Under the current devolution setiement, the Scottish Parliament is not allowed to overspend
its budget. As a consequence, the Scottish Government consistently adopted a position of
controlling public expenditure to ensure we live within the budget caps that apply, but remain
able to carry forward some spending power resources for use in a future year.

The provisional outtum announcement made by the Cabinet Secretary for Finance and the
Constitution in June 2020 indicated that the fiscal cash budgetin 2019-20 would be
underspent by £258 miillion. The announcement reported the position in terms of Scottish
Government expenditure againsttotals as set by HM Treasury. The two sets of outturn
information are not strictly comparable. The scope of what is included in these accounts is
determined by the requirements of the Government’s Financial Reporting Manual (FReM) and
covers elements that are not included in the HM Treasury figures.
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Statement of Financial Position

The primary purpose of these accountsis to reflect the use of resources. The Statement of
Financial Position reflects the assets held and liabilities arising from the spending plans which
support policy choices. Assets are held notfor their income generation capability or their
inherent value but for their service potential or as a direct consequence of particular policies,
for example providing healthcare in hospitals and the provision of funding to students in the
form of loans. Similarly, liabilities arise as a consequence of the timing of commitments
relating to spending and policy choices.

The Consolidated Statement of Financial Position, (page 86) is one of the primary financial
statements in the Consolidated Accounts. It summarises what is owned and owed by the
Scottish Government. This shows taxpayers' equity — an accounting measurement of the
amount invested by taxpayers that has continuing public benefit. It shows how much of this
has arisen from the application of revenues (including the Scottish Block Grant) and that which
has resulted through changes over time in the value of physical assets.

It is important to note that the consolidated accounts bring together the “balance sheets” of
bodies that are significant in their own right. Detailed financial and narrative information on the
major items, for example the road network, is available in the accounts and related reports of
the relevant body - Transport Scotland; similarly, information about NHS bodies is in the
detailed accounts for each body; the Student Awards Agency also provides separate reporting
around student loansi.e. the loans are not within SAAS’ accounts but they do provide
information about their administration, and the loans themselves are reported within these
consolidated accounts.

The Statement of Financial Position includes:
¢ items which are owned, have already been funded from revenues and will provide
continuing economic benefitin future periods. These increase taxpayers' equity;
¢ items which are owed and expected to require to be funded from future revenues.
These decrease taxpayers' equity;
o items owed to the Scottish Government; and

e ananalysis between amounts that will release or require funding within a year and
those which will be carried into future years.

Assets and liabilities

Physical assets are the highest value group of assets in the Consolidated Accounts with a
value of £30,699 million at 31 March 2020, of which 68 per cent (£20,852 million) relates
specifically to the road network. The Consolidated Accounts provide details of changes in the
year. There were additions of £518 million that resulted from capital investment, offset by
disposals and the net effect of depreciation and revaluations.

Most physical assets are valued by professional valuers in line with recognised
methodologies. This provides an assessment of the continuing benefit they provide in financial
terms. Where these assets have been funded by traditional means through capital then there
are no continuing liabilities relating to them (maintenance and repair costs will arise). Those
funded through other means (such as Public Finance Initiatives, Non Profit Distributing
Projects and Scottish Government borrowed funds) also lead to liabilities representing the
amounts that will require to be met from future budgets. Only physical assets that are deemed
surplus and 'held for sale' (£10 million) will release resources previously invested for future
use.

Financial assets include loans made directly to other organisations and individuals, investment
funds used to deliver development programmes and investments in nationalised industries
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plus fully or part owned companies. These assets are of continuing benefit to the Scottish
Government, and have the potential overtime to release the resources currently invested for
future use — including reinvestment, in accordance with the terms of the loan or other
investment made.

Where Scottish Ministers decide to make investments directly through the Scottish
Government, Accountable Officers must ensure that appropriate diligence and considerationis
carried out before any commitment is made to invest in accordance with the detailed guidance
in the Scottish Public Finance Manual'’, support specific economic objectives and are in line
with the outcomes set out in the National Performance Framework.

Such investments are exceptional in nature and investment is in accordance with Scottish
Ministers’ purpose of achieving a commercial outcome; this means that the investment should
be able to demonstrate a potential return commensurate with the risk associated with the
proposal.

For the purposes of assessing the valuation of such investmentfor accounting purposes, IFRS
9 applies an “expected credit loss model”. This is not a write-off of those investments or a
prediction of loss but a measure of the risk in the investment which means that the
assessment for accounts purposes has to take a prudent view of whether a positive outcome
can yet be substantiated.

Burntisland Fabrications Limited (BiFab): In the 2018/19 financial year, the Scottish
Government converted £37 .4 million of loans previously advanced to BiFab on a commercial
basis to equity in the company. As a result of the conversion of these loans, the Scottish
Government now holds a 32.4% equity stake in BiFab. As part of the 201 8/19 year-end
process, the Scottish Government commissioned a formal valuation of its equity holding which
resulted in a valuation of £2.0 million. This was reported in the Scottish Government’s
2018/19 consolidated accounts.

In the current financial year, the Scottish Government has advanced further loans on a
commercial basis to BiFab totalling £9.0 million. Collectively, this financial support ensured
that the Beatrice Offshore Wind Farm, Moray East Pin Piles and First E&P contracts were
completed — creating over 1,000 jobs across the 3 yards at Arnish, Burntisland and Methil.
However, the delays to the NnG contract award, the decision to award the Seagreen contract
to overseas competitors, compounded by the majority shareholder’s continued lack of financial
support for the business has greatly weakened Bifab’s cashflow and balance sheet. In light of
the current position facing the company, and in consultation with commercial advisors, the
Scottish Government has revalued its equity holding in BiFab to nil and has also written down
the carrying value of the outstanding loan balances owed from BiF ab to nil. Despite the
current position, Scottish Ministers remain committed to working collaboratively with BiFab’s
majority shareholder and board of directors, together with other stakeholders, in pursuit of a
sustainable future for the sites at Arnish, Burntisland and Methil.

Ferguson Marine Engineering Limited: On 16 August 2019, Ferguson Marine shipyard in
Port Glasgow was placed in administration. In order to remove the threat of closure, the
Scottish Government took control of the operations at the yard undera management
agreement with the Administrators of the business. This intervention by Scottish Ministers
ensured continuity of employment for the workforce and continued work on the vessels under
construction during the period of Administration. On 2 December 2019, following a marketing
process by the Administrators, the Scottish Government completed a commercial transaction

"https://www.gov.scot/publications/scottish-public-finance-manual/borrowing-lending-and-
investment/annex-a-investment-in-businesses-by-scottish-ministers/
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to bring the shipyard into public ownership. The move to bring Ferguson Marine into public
ownership demonstrates Scottish Ministers’ commitment to protecting the jobs at the Port
Glasgowvyard, delivering the two ferries under construction and securing a future for
commercial shipbuilding on the Clyde.

Since the business was brought into public ownership, significant progress has been made on
the vessels despite the Covid-19 pandemic leaving the yard either closed or on restricted
working for nearly 6 months. The yard has done everything possible to limit the impact of this
closure on the delivery of the two ferries under construction. Significant progress has been
made in planning and design and, despite the pandemic, Glen Sannox entered dry dock on
time on 10t August 2020. The delivery of Glen Sannox is now planned for a date in the range
of April 2022 to June 2022. The delivery of 802 is now planned for December 2022 to
February 2023.

Beyond the work on the vessels, there has been significant progress in building a more robust
business at the yard. A new board of directors has been appointed and will provide the
leadership required to take the yard into the future. The board members bring the diverse
range of skills and experience needed to support the turnaround of the business and
completion of the ferries.

Lochaber: In December 2016 the Scottish Government entered into a 25-year finandial
guarantee relating to the hydro plant and aluminium smelter at Lochaber. This involved
guaranteeing the power purchase obligations of the smelter if the business does not fulfil its
obligations to pay for contracted power. The guaranteed annual amounts vary between £14m
and £32mover the life of the contract. The Scottish Govermmment receives an annual fee in
return for the guarantee. The carrying value of this financial asset in the accounts was
reduced to nil as a result of the implementation of the new accounting standard.

The Consolidated Accounts showthat the largest financial assets are voted loans of £3,340
million that have been made to Scottish Water, to finance its capital investment programmes
(with advances of £344 million in 19-20), and student loans valued at £3,710 million (an
increase of £251 million from 31 March 2019). The latter are made under the terms of the
student loans scheme, administered by the Student Loans Company Limited.

The Statement of Financial Position at 31 March 2020 includes provisions for future
expenditure. The largest provisions relate to Business Support Measures put in place in
response to COVID-19 and to Clinical Negligence Claims. In March 2020 in response to the
Covid-19 pandemic the Scottish Government announced business support measuresto be
available from 1 April. As aresult of this announcement taking place during the 2019-20
financial year a provision for £912 million was created in the accounts.

In line with usual practice, a Clinical Negligence Provision of £806 million (up from £618
million at 31 March 2019) was also included in the Statement of Financial Position

The total value of taxpavers’ equity, reported in the Statement of Financial Position, is £33,438
million at 31 March 2020, anincrease of £151 million (0.45 per cent)from 31 March 2019.

The elements of the Statement of Financial Position are measured and disclosedin
accordance with accounting standards and notes to the accounts provide analysis and
explanation. More detailed information on the Statements of Financial Position of the
individual entities included within these consolidated accounts can also be foundin the entity’s
published accounts by following the links provided on page 12 above.
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Pensions

The SG consolidated accounts include as expenditure the employers’ contributions payable
for the financial year. Staff in the Core Scottish Government, Executive Agencies and Crown
and Procurator Fiscal Service are members of the Principal Civil Service Pension Scheme
(PCSPS). There is no pension liability in respect of the PCSPS within the SG consolidated
accounts, because itis a UK scheme, administered by the Cabinet Office and it is not possible
to identify the “Scottish share” of the underlying assets and liabilities of the scheme. The
Cabinet Office produces separate pension scheme accounts, covering all members across the
UK.

Staffin the NHS consolidated bodies can choose between the PCSPS and the NHS
Superannuation Scheme for Scotland, which is an unfunded statutory public service pension
scheme with benefits underwritten by the UK Government. The NHS scheme is administered
by the Scottish Public Pensions Agency and annual scheme accounts are produced.

The liabilities to be met over time are not met from investments but paid out each year from
the funding of the relevant schemes. The NHS scheme is funded within the Scottish
Administration in the Scottish Budget; the PCSPS is dealt with through the UK annual
process.

Capital Borrowing

Under Section 32 of the Scotland Act 2012, as amended by Scotland Act 2016 Section 20,
additional borrowing powers were conferred on Scottish Ministers with effect from 1 April
2015. Any sums borrowed and repaid under these provisions must do so via the Scottish
Consolidated Fund and hence be reflected in those accounts. Thefirst exercise of the
borrowing powers took place in 2017-18 where £450 million (the maximum available) has
been drawn down to the Scottish Consolidated Fund fromthe National Loans Fund. This was
followed by borrowing of further £250 million in 2018-19 and £405 million in 2019-20.

The repayment of borrowing outstanding as at 31 March 2020 is scheduled as follows:

Principal Interest Total

£m £m £m

<1 year 51.9 12.5 64.5
1—5vyears 229.2 44 .4 273.6
>5 years 790.5 87.7 878.2
Total 1,071.6 144.6 1,216.3

An arrangement was agreed with HM Treasury for notional borrowing in 2015-16 and 2016-17
to meet the budget implications of the classification decision related to the introduction of The
European System of National and Regional Accounts (ESA10) which required the capital
value of a small number of NPD projects to be budgeted for in the years of asset construction.
This required the notional amounts borrowed to be recorded against the Scottish

Government’s borrowing cap in each of these years, however no actual borrowing was

undertaken.
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Payment Policy

The Scottish Government policy requires that all suppliers’ invoices not in dispute are paid
within the terms of the relevant contract. The Scottish Govemment aims to pay 100% of
invoices, including disputed invoices once the dispute has been settled, on time in these
terms.

The Scottish Government has a 10-day target for paying bills to businesses in Scotland. This
aspiration is above and beyond our contractual commitment to pay suppliers within 30 days.
Paying supplier bills within ten working days is seen as a key objective, and an important
expression of the Scottish Government’s commitment to supporting business.

For financial year 2019-20, the Scottish Government, its Executive Agencies and the Crown
Office and Procurator Fiscal Service made 98.7% of all payments within 10 days (2018-19:
99.0%). The specific payment performance of the individual bodies consolidated here will be
reported separately within their individual accounts. The core Scottish Government made
99.1% of payments within 10 days (2018-19:99.3%). The NHS bodies in Scotland made
84.3% of all payments within 10 days (2018-19: 82.6%).

The payment performance of the Scottish Govermment, its Executive Agencies and the Crown
Office and Procurator Fiscal Service for 2019-20 was 99.7% (2018-19: 99.7%) of all
transactions settled within the terms of its contractual 30 day payment policy. The specific
payment performance of the individual bodies consolidated here will be reported separately
within their individual accounts. The core Scottish Government made 99.7% (2018-19: 99.7%)
of all payments within the terms of its contractual 30 day payment policy. The NHS bodies in
Scotland made 93.7% (2018-19: 92.5%) of all payments within the terms of their contractual
30 day payment policy.

Sustainability and Environmental Reporting

The Scottish Government recognises that it has a responsibility to achieve the best results in
terms of meeting sustainability criteria, and has set ambitious targets for improving the
environmental performance of our estate.

The Scottish Government has developed guidance for central government and the wider
public sector on the preparation of sustainability reports to complement Annual Reports and
Accounts. The guidance is intended to form a key element of a sustainability reporting
framework for the Scottish public sector (referredto as the Scottish Sustainability Reporting
Framework). The Framework will aim to inform best-practice across the public sector and
demonstrate a coherent approach which meets statutory and non-statutory sustainability
reporting requirements in the most cost effective and least burdensome manner to help drive
improvements in sustainability performance.

The guidance relates specifically to information to be includedin Scottish Public Sector
Sustainability Reports’® intended to complement Annual Reports and Accounts and expected
to be consistent with the reporting requirements flowing from the Climate Change (Scotland)
Act 2009 and the principles for sustainability reporting contained in HM Treasury guidance.

The Scottish Government’s currentreporting on sustainability is focused on the environmental
aspects of sustainability; it currently publishes an annual report’® on environmental
performance againsta range of targets in respect of the core estate including emissions from

'8 https://www.gov. scot/policies/sustainable-performance/sustainable-performance-reports/
9 https://www.gov.s cot/ publications/the-scottish-civil-es tate-efficiency-and-sustainability-reports/
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energy use, waste arisings and recycling rates, transport & travel emissions, water
consumption and biodiversity.

The Scottish Government annually publishes a Climate Change Duties report2°,

(Lslit Bnans

Leslie Evans
Principal Accountable Officer

11 December 2020

2 https://sustainablescotlandnetwork.org/reports/the-scottish-government
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Accountability Report

Corporate Governance

Information about the structure of the Scottish Govemment and details of the Scottish
Government Ministers and senior officials can be found in the Performance Report andin the
Governance Statement.

Statement of Accountable Officer’s Responsibilities

In accordance with the accounts direction (reproduced on page 144) issued under Section
19(4) of the Public Finance and Accountability (Scotland) Act 2000 the Scottish Ministers are
required to prepare resource accounts for each financial yearin the form and on the basis set
out in the Government Financial Reporting Manual, detailing the resources acquired, held, or
disposed of during the year and the use of resources by the Scottish Ministers during the year.

The resource accounts are prepared on an accruals basis and must give a true and fair view
of the state of affairs of the Scottish Government, the net resource outturn, resources applied
to objectives, recognised gains and losses and cash flows for the financial year.

The Permanent Secretary is the most senior member of the staff of the Scottish Administration
and as the Principal Accountable Officer is the Accountable Officer responsible for preparing
the accounts and submitting them to the Auditor General for Scotland.

In preparing the accounts the Principal Accountable Officer was required to comply with the
Government Financial Reporting Manual (FReM) and in particular to:
e observe the accounts directionincluding the relevant accounting and disclosure
requirements, and apply suitable accounting policies on a consistent basis;
¢ make judgements and estimates on a reasonable basis;
¢ state whether applicable accounting standards as set outin the FReM have been
followed and disclose and explain any material departures in the accounts; and
e prepare the accounts on a going concem basis.

The Principal Accountable Officer confirms that the Annual Report and Accounts as a whole
are fair, balanced and reasonable.

The responsibilities of the Principal Accountable Officerare described in the Memorandum to
Accountable Officers from the Principal Accountable Officer published in the Scottish Public
Finance Manual?'.

For the purposes of the audit, so far as the Principal Accountable Officer is aware, there is no
relevant audit information of which the auditors are unaware and all necessary steps have
been taken by the Principal Accountable Officer to ensure awareness of relevant audit
information and to establish that the Scottish Government’s auditors are aware of that
information.

The Principal Accountable Officer authorised these accounts for issue on the date signed at
the end of this report.

Zhttps://www.gov.scot/publications/scottish-public-finance-manual/background-and-
applicability/background-and-applicability/
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Governance Statement

Scope of Responsibility

The Scottish Government’s role is to deliver our Purpose and National Outcomes, guided by
the National Performance Framework.

As the Permanent Secretary, | am responsible for ensuring thatrobustgovernance
arrangements are in place to ensure that we deliver our Purpose and National Outcomes an
open, capable and responsive way. | am also the Principal Accountable Officer (PAO) for the
Scottish Administration (under the terms of the Public Finance & Accountability (Scotland) Act
2000) and responsible for ensuring the propriety and regularity of finances and the economic,
efficient and effective use of resources. In discharging these overall responsibilities | am
supported by the designated Portfolio Accountable Officers within the core Scottish
Government; the Crown Office and Procurator Fiscal Service (COPFS); Scottish Government
Executive Agencies and Health Bodies.

Detailed information on the role and responsibilities of Accountable Officers is set outin the
Accountability chapter? of the Scottish Public Finance Manual (SPFM) and further detail on
the context and purpose of the Governance Statement can be foundin the Governance
Statement chapter? of the SPFM. Figure 1 sets out the approach | have put in place to
achieve this.

FIGURE 1: ACCOUNTABILITY AND ASSURANCE FRAMEWORK IN THE SCOTTISH GOVERNMENT

Accountability and Assurance

3 ¢ Scottish Parliament
in the Scottish Government

Scottish Ministers

Principal Accountable Officer Remuneration Group

Scottish Government Audit
and Assurance Committee

Accountable Officers

for Other Public Bodies Corporate Board and Executive Team

Accountable Officers DG Assurance Boards

Corporate Sub Boards®

Assurance Map Components

1st line of assurance 2nd line of assurance 3rd line of assurance Other independent
: : assurances

Performance Management | SRO and Information Gateway Reviews Internal Audit

Asset Owners and PPM Assurance Auditscotiand

Recruitment and Talent
Management -

Capacity and Capability

Legal, Regularity and Risk Management
Security Assurance etc. Information Nortexeautive Diredtors

Assurances by Directors Professional Standards Other Sources of Assurance
and Deputy Directors : Including 3rd Party
Financial
Management Reporting

Organisational Control Framework

Programme for Government, Civil Service Code, Management Information, Budget and budgetary control, Project and Programme Management, Directorate
planning process, Scottish Procurement Policy, Risk Management, Counter Fraud Policy, Information Management, Scottish Public Finance Manual. Delivery
Essentials: policies, procedures, codes of conduct, Public Sector Internal Audit Standards etc.

2 http://www.gov.s cot/ Topics/Government/Finance/spfm/Accountability
2 https://www.gov.scot/publications/scottish-public-finance-manual/qovernance-
statements/governance-statements/

-31-

INQ000102904_0031



The Scottish Government Consolidated Accounts Year to 31 March 2020

Corporate Governance System

The Scottish Government’s Corporate Governance system has been designed in orderto
provide me with support and advice as Principal Accountable Officer in relation to strategic
issues of organisational health, performance, vision and strategy and effective governance.

The Scottish Government’s corporate governance system provides for clear lines of
accountability, effective reporting and appropriate escalation routes. It enables scrutinyand
oversight of the Scottish Government’s activities and provides me with an independent source
of assurance on the effectiveness of the corporate govemance arrangements in place. In
addition, it complies with all governance-related guidance in the SPFM, the Civil Service
Code?* and relevant elements of the Good Governance Standard for Public Services 2
produced by the Independent Commission on Good Govemance in Public Services.

Over the period of the Accounts until the beginning of March 2020, the corporate governance
systemoperated as set out in my Governance Statement for 2018-19. (see Figure 2)

FIGURE 2: SG CORPORATE GOVERNANCE STRUCTURE, APRIL 2019 TO MARCH 2020

Scottish Government Corporate W Scottish Government
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Scottish Government Assurance
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DG Assurance Meetings

Executive Team
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Communities & Justice

DG Heath & Social Care
Assurance Board

DG Organisational

Development
& Operations

DG Scottish Exchequer

Following the outbreak of Covid-19, lagreed in consultation with my Executive Team, that
these corporate governance structures should be streamlined, focussing governance activities
and resources on the organisation’s response. This was putin place in March 2020. The
underpinning governance structure has therefore been adaptedto reflect the response to
Covid-19 to deliver timely decisions underpinned by the principles of good governance. A
number of Ministerial and corporate groups were also created to supplement those structures
in place and support Ministers and Executive Team on the day-to-day and strategic issues.

% https://beta.qov.scot/ publications/civil-sernvice-code/
% https://www.cipfa.org/policy-and-quidance/reports/good-governance-standard-for-public-services
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The adapted structure is set out at Figure 3. Accountable Officer duties set out in the Public
Finance and Accountability (Scotland) Act 200026 and the SPFM remain extant and further
detail can be found in Good Governance in the Scottish Government, published on 10 June
2020.%7

FIGURE 3: ADAPTED SG CORPORATE GOVERNANCE STRUCTURE, MARCH 2020 TO DATE

Scottish Government Corporate W Scottish Government
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Executive Team *
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Infrastructure &

Investment Board™ DG Education,

Communities & Justice

DG Heath & Social Care
Assurance Board

DG Organisational
i Development
s & International and H & Operations
Readiness & Resilience :
DG Scottish Exchequer

In March 2020 | asked the Director of Internal Audit and Assurance (DIAA) to reviewthese
arrangements to ensure that they were enabling the Scottish Government to continue to act
properly, securely, lawfully and in line with financial accountability requirements. lam pleased
to say that this was confirmed to be the case.

Governance arrangements for separate accounting entities

The separate accounting entities within the Scottish Government consolidation boundary have
corporate governance arrangementsin place appropriate to their individual circumstances and
in compliance with relevant guidance. The effectiveness of govemance arrangements for the
separate accounting entities is addressed in the Governance Statements provided by the
entities concerned as partof their annual accounts. As with the Scottish Government, these
arrangements comply with relevant guidance in the SPFM and generally accepted best
practice principles.

2 https:/iw w w legislation.gov.uk/asp/2000/1/contents
27 https://w w w.gov.scot/publications/good-governance-scottish-government/
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Corporate Board

Corporate Board's purpose is to provide me, as Principal Accountable Officer, with objective
strategic oversight, guidance and advice in relation to the Scottish Government’s vision and
strategy; organisational performance and development; financial stewardship and the
effectiveness of its governance arrangements.

Over the reporting period, it has consisted of myself; Directors General as my Portfolio
Accountable Officers; five Non-Executive Directors28; the Chief Financial Officer; Director of
People; the Director for Communications, Ministerial Support and Facilities and the Board
Secretary?®. The Solicitor to the Scottish Governmentjoined the Corporate Board, as well as
my Executive Team, in September 2019.

Corporate Board continued to meet quarterly over the course of the reporting period which this
Statement covers and its minutes are published. It has considered the following issues over
the reporting period: financial performance and budget monitoring throughout the year to
support its consideration of the Annual Accounts?3%; Climate Change;the 2019/20 Scottish
Government Annual Consolidated Accounts and this companion Govemance Statement and
preparations to respond to the end of the European Union (EU) Exit transition period. It also
undertook its annual review of corporate risk. A Balanced Scorecard has been developed to
support the Board to scrutinise the organisation’s key performance metrics as well as progress
towards our National Performance Framework outcomes. From March 2020, Covid-19 has
been a standing item for the Board.

Scottish Government Audit and Assurance Committee

The Scottish Government’s Audit & Assurance Committee (SGAAC) members are our Non-
Executive Directors and its role is to provide advice and supportin discharging my Principal
Accountable Officer responsibilities in relation to risk, control and governance and associated
assurance through the provision of constructive challenge.

The Committee was chaired by Janet Hamblin until March 2020 and is now chaired by Ronnie
Hinds, alongside a newly-appointed Deputy Chair, Jim Robertson. | attend along with
Directors General; the Chief Financial Officer; the Director for Internal Audit and Assurance
and the Board Secretary. Audit Scotland attend SGAAC and the underpinning Director
General Assurance meetings as the Scottish Government’s External Auditors. The Auditor
General attends SGAAC annually when the Committee considers the Scottish Government’s
Annual Accounts and the Governance Statement.

Relevant issues discussed at Director General Assurance meetings are now escalated for
awareness and discussion (and if appropriate, action) to SGAAC based on clear escalation
criteria. The issues raised throughout this year, alongside the Director General Certificates of
Assurance which underpin this Statement, have been discussed by SGAAC in the period up to
my signature of the Statement and the Scottish Govermnment's Annual Accounts. SGAAC
subsequently considered the Statement and the draft Annual Accounts on 8 December 2020
following consideration by Corporate Board on 1 December and n o significant control
weaknesses were raised other than those disclosed in the significant control issues section of
this Statement.

A similar process s in place in each of the separate accounting entities within the Scottish
Government consolidation boundary.

2 The follow ing NXDs have been members of Corporate Board in the reporting period of the Accounts: Annie Gunner
Logan; Linda McKay; Hugh McKay; Janet Hamblin and Ronnie Hinds;

% The Board Secretary has overall responsibility forthe Scottish Government’s Corporate Governance structures.
0 Corporate Board receive monthly briefings on the Scottish Government’'s overall financial health.
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Following recommendations by Audit Scotland in its Annual Audit Report for 2018-19, in
December 2019 SGAAC undertook a review and agreed to a number of changes and
improvements which have been implemented by SGAAC over the reporting period. A revised
Terms of Reference for SGAAC and a companion forward work plan have been agreed and
approved by Corporate Board, alongside the revised and improved escalation criteria to
support the closer integration of SGAAC’s work with Director General Assurance
arrangements. All of the recommendations on SGAAC from Audit Scotland’s 2019-20 Annual
Audit Report have been implemented through its Review process, including the production of
an annual report and an assessment of its performance over the period supported by
independent inputfrom myself and those who have attended, participatedin and supported
SGAAC.

SGAAC'’s annual report covers the period December 2019 — September 2020 and included an
assessment of its performance over the period. This assessment states that SGAAC has
performed effectively against its revised Terms of Reference and thatimprovements have
been noted in the nature and levels of scrutiny and challenge; the quality of the discussions
which have taken place over the period and the material provided to supportthose
discussions . | agree with this assessment. SGAAC has enabled me to take assurance as
Principal Accountable Officer in the govemance arrangements in place in the Scottish
Government. I very much welcome these improvements and the support SGAAC has
provided, and continues to provide, to me.

DG Assurance

Director General (DG) Assurance meetings take place quarterly, providing a dedicated forum
in which assurance is sought on the core elements of good governance. Each meeting
covers: financial stewardship; people and capability; performance and outcomes;
organisational efficiency; risk management and the intemal control environment. Relevant
risks and issues are escalated for awareness, discussion and/ or action to SGAAC or
Corporate Board in line with the associated escalation criteria.

Assurance meetings are attended by each Director from the Director General family; paired
Non-Executive Directors; Audit Scotland; Internal Audit and Assurance; the Board Secretary
and relevant officials as appropriate and provide me with support as the Principal Accountable
Officer in the preparation of this Governance Statement and the Scottish Government’s
Annual Accounts. The Chair and Deputy Chair of SGAAC have open invitations to attend each
meeting and have done so over the reporting period.

Improvements to the Scottish Government’s assurance arrangements continue, particularly in
relation to how the identification and management of risk at Director General family level and
how the stewardship of the Scottish Government’s finances and people are evidenced,
monitored and improved. Issues escalated to SGAAC this reporting year have included
staffing capacity and capability, EU Exit preparedness, the impact of Covid-19 and a number
of other areas | have included later in this Statement.

Other Corporate Governance Boards

The Corporate Boardis supported by a number of corporate sub-boards. Over the reporting
year 2019-20, the Boards have met regulary and undertaken their responsibilities in line with
the Scottish Government’'s Corporate Governance Manual.

In order to ensure that a timely response to Covid-19 key decisions have been taken by the
Executive Team on behalf of the People, Place, Performance and Constitution and Europe

Programme Boards since March 2020. This has beenin line with the adapted governance
arrangements putin place as Figure 1 sets out.
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These Boards are being re-instated in a phased way and will adapt to the key priorities of the
Scottish Government and the very different environment in which we are now operating given
the response to Covid-19.

People Board: chaired by DG Organisational Development & Operations

The People Board’s role is to create the culture and conditions for individuals to thrive and be
successful in Scottish Government, and to supportthe Scottish Government in its commitment
to a diverse, skilled, engaged and supported workforce.

Place Board: chaired by DG Education, Communities & Justice and DG Economy

“Place” is defined as the physical and digital space which supports people, visitors and the
wider community to work together effectively to supportthe Scottish Government's vision and
purpose. The Place Board supports the delivery of the Smarter Workplaces programme,
Corporate Systems and the Digital programme; assuring that investment decisions support the
delivery of the Place Board's vision and anticipates and responds effectively to future
challenges in terms of our workplace and our systems.

Performance Board: chaired by DG Scottish Exchequer

The Board looks across the whole system of government to assure that Ministerial priorities
are delivered with measurabile progress and that performance is focused on outcomes. The
Performance Board monitors the progress of the delivery of the National Performance
Framework (NPF) and provides supportand guidance to develop the capacity, capability and
culture required to deliver the National Outcomes. It also ensures effective governancein
relation to the delivery of the Programme for Government (PfG) and reviews and advises on
governance, structures and behaviours needed to optimise the delivery of the NPF and PfG.

Economy Board: chaired by DG Economy

The Economy Board provides strategic oversight on the economy across Scottish
Government’s activities by coordinating economic policy across portfolios to optimise
opportunities while managing risk; identifying significant cross-cutting issues and issuing
subsequent calls for evidence to understand the nature of those; commissioning and gaining
assurance on large scale projects related to the economy; continuing to drive improved
economic capacity and capability across Scottish Govemment and strengthening cross-
Scottish Government Ministerial action through a coherent message on economic policy.

Following the outbreak of Covid-19the Board has beenrepurposed to support the immediate
and longer-term strategic economic response to the pandemic, working closely with the
Ministerial Economy Cabinet and the Exchequer Board.

Exchequer Board: chaired by DG Scottish Exchequer

The Exchequer Board provides strategic assurance, advice and challenge on Exchequer
governance within Scottish Government. Thisenables DG Scottish Exchequer to provide
advice on the medium and long-term sustainability of Scotland’s public finances and on the
resilience of Scotland’s fiscal landscape.

Like the Economy Board, following the outbreak of Covid-19 the Board has been repurposed
to focus on the current fiscal and macroeconomic environment as impacted by Covid-19.
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Infrastructure Investment Board: chaired by DG Scottish Exchequer

The Infrastructure Investment Board (lIB) strengthens strategic direction, prioritisation and
oversight to ensure coherent advice and aligned delivery of an effective, fiscally sustainable
programme which maximises our ambitions for infrastructure investment. ltis concerned with
the impact of overall investment on the economy, how best and by whom major and critical
infrastructure is financed as much as that infrastructure is directly funded or financed by
Scottish Government.

Its focus following the outbreak of Covid-19 has been on how public sector investment can
support economic recovery through, for example, the draft Infrastructure Investment Plan and
Capital Spending Review.

Constitution and Europe Programme Board (chaired by DG Constitution and External
Affairs)

The Constitution and Europe Programme Board'’s role is to ensure that, following the EU
referendum result, the Scottish Government brings clarity and leadership to its engagement
with citizens; the UK Government; other administrations; the European Institutions and civic
and business organisations. Further, its role is to protect and advance Scotland's interests e.g.
economic, financial, social, environmental and constitutional and ensure that, whatever
happens, Scotland is ready and responds effectively.

Internal Auditand Assurance

From 1 April 2019 the Scottish Governmentintroduced a new Directorate of Internal Audit and
Assurance (DIAA). This brought togetherthree independent assurance teams; Internal Audit;
Digital Assurance Office; Portfolio, Programme and Project Assurance; and the role of the
Data Protection Officer. While the services provided by each of the teams continue
independently, an enhanced integrated approach to assurance is being developed to support
the Scottish Government’s expanding responsibilities through a proportional provision of
assurance activities throughout the policy to delivery lifecycle.

Audit Scotland, as the Scottish Government’s External Auditors, assess the extent to which
they will use the individual reviews undertaken by Internal Audit to inform their opinionon the
financial statements, and meet their wider responsibilities, depending on their direct relevance
to their work. Each year they also undertake a review of the Scottish Government’s Internal
Audit arrangements. Audit Scotland confirmed that their review found that the improvements
in the standard of internal audit work noted in 2018-19 were maintained during 2019-20 and
that they did not find any areas of significant non-compliance with standards. Theirreviewhas
given them assurance that, in general, the work of Internal Audit is of a sufficient standard to
consider using it to support their own audit work and conclusions.

Audit Scotland

Audit Scotland attend Director General Assurance meetings and SGAAC, providing updates in
relation to current and future work plans. | have agreed with the Auditor General that bi-annual
meetings should take place between Executive Team, the Auditor General and Audit Scotland
as part of the Scottish Government’s wider commitment to working together. Iwould like to
formally record my thanks to Caroline Gardner, the former Auditor General for Scotland, for
the significant contribution she has made to Scotland, in particular in supporting our Public
Services. | am pleased to note that Executive Team will continue to engage regularly with the
new Auditor General for Scotland, Stephen Boyle, most recently in November 2020, and llook
forward to working constructively with him in his new role.
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In addition, regular engagement has taken place between Audit Scotland and the Directors
General, the Chief Financial Officer, the Director of Internal Audit and Assurance and the
Board Secretary and others as required. In addition, Audit Scotland meet regulary with the
Chair and Deputy Chair of SGAAC in order that Audit Scotland can support themin
discharging its responsibilities to me as Principal Accountable Officer.

Non-Executive Directors (NXDs)

There are currently nine Non-Executive Directors providing support, guidance and
constructive challenge to the Scottish Governmentthrough the govemance structures set out
above, and through individual pairing arrangements with Directors General. | am thankful to
the Non-Executive Directors as the Scottish Government’s “critical friends”, undertaking and
supporting a wide range of work which has assisted me in identifying the issues | have raised

in this Governance Statement. This has never been more important thanin recent months.

| would like to record my appreciation of the work that Non-Executive Directors have
undertaken as members of SGAAC to implement continuous performance improvements and,
in particular, to Janet Hamblin for her unstinting support as a Non-Executive Director since
2014.

Scottish Government response to Covid-19

Whilst this Statement covers the financial year 2019-20, Covid-19 has impacted on Scotland’s
people, businesses, public services and the work of the Scottish Government in ways that |
could not have anticipated and | consider it important that this is reflected in my Statement.

Since the outbreak, the Scottish Government has pivoted to support an immediate response,
and adapted to ensure we can support the country through the long-term sustained challenges
that Covid-19 poses. In addition to the corporate governance adaptations nowin place, this
has included:

¢ An immediate and ongoing Resourcing response;

¢ An immediate and ongoing Financial response supplemented with associated financial
controls and governance to ensure effective decision-making and value for money;

¢ The creation of the “Four Harms” framework to support evide