HM Treasury, 1 Horse Guards Road, London, SW1A 2HQ

Shona Robison MSP

Cabinet Secretary for Finance and Local Government

Scottish Government
St Andrew’s House
Edinburgh

EH1 3DG

Dear Shona,

SPENDING REVIEW 2025: SCOTTISH GOVERNMENT

16 November 2025

1. This letter records the Spending Review 2025 settlement for the Scottish Government,
covering the full Spending Review 2025 period from 2024-25 to 2028-29 on RDEL, and
an additional year, 2029-30, on CDEL.

2. Control totals for 2024-25 and 2025-26 were set alongside Autumn Budget 2024,
with control totals adjusted for 2025-26 and set from 2026-27 as part of the Spending

Review in June 2025.

Departmental Expenditure Limits (DEL)

3. The Scottish Government’'s Resource Departmental Expenditure Limit excluding
depreciation (RDELex) will be:

Total RDELex

2024-25
39,814.398 | 41,740.560 | 42,709.497 | 43,829.762 | 44,987.209

2025-26

2026-27

2027-28

2028-29

4. The Scottish Government'’s Capital Departmental Expenditure Limit (CDEL) will be:

£m 2024-25 2025-26 202627  2027-28  2028-29  2029-30
CDEL 5970.868 | 6,553.591 | 7,053.973 | 6,956.180 | 7,069.617 | 7,128.821
o/w ringfenced for 123.198 | 167.034| 244.641 251.685| 310.740 | 361.443
financial transactions

5. Your 2025-26 ringfenced RDEL depreciation budget has been rolled over at flat cash
based on 2024-25 Supplementary Estimates budgets. This will be adjusted at
Supplementary Estimates 2025-26. Depreciation budgets for 2026-27 to 2028-29 will be

confirmed in due course. Officials will provide further details once available.

6. As set out in Consolidated Budgeting Guidance (CBG), HM Treasury will only consider
access to the Reserve by exception, for genuinely unforeseen, unavoidable and
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unaffordable pressures. This means the Reserve will not be used to fund pressures known
at the time of the Spending Review. Meeting the unaffordability criteria will require
demonstrating that the Scottish Government has taken all steps necessary to manage
risks and pressures within your agreed budget without assuming Reserve support. All
Reserve claims also must be consistent with the Statement of Funding Policy.

7. Any underspends that emerge in-year must be first used to offset existing Reserve
claims, and HM Treasury reserves the right to terminate access if they are instead used to
fund other, discretionary choices. The Scottish Government will continue to be able to
deposit underspends into their own Reserve. There are no limits on annual payments into,
or drawdown from, the Scotland Reserve. The Scottish Government’s overall Reserve
limits are fixed in real terms at 2023-24 prices and uprated each year based on the OBR'’s
GDP deflator forecast at the time of the Scottish Government’s draft Budget.

Limits £m 2023-24 2024-25 \ 2025-26
Scotland Reserve 700.000 716.6227 733.721

8. The Scottish Government must live within their block grant allocations (plus their own
resources) and absorb unforeseen pressures, managing as necessary by using the tools
available to them. They are responsible for ensuring sufficient arrangements are in place
for the planning and control of spending on devolved services to mitigate and manage
the impact of emerging pressures. In practice, this means the Scottish Government will
manage emerging pressures on their budget by re-allocating funding from other
priorities, seeking offsetting savings, or drawing down from their Reserve. The Scottish
Government also have the freedom to adopt whichever arrangements they deem suitable
for establishing departmental unallocated provisions or retaining budgets at the centre
as contingencies.

9. These budgets were set in line with the addendum to the tenth edition and eleventh
edition of the Statement of Funding Policy, published alongside Autumn Budget 2024
and Phase 2 of the Spending Review respectively.

10. While there is currently no intention to reopen this settlement, HM Treasury retains
the right to do so.
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Control Totals following Phase 1 of the Spending Review 2025
2024-25 Control Totals

11. A full breakdown of the Scottish Government’s Departmental Expenditure Limit (DEL)
control totals for 2024-25 is included in Table 2.

12. The Scottish Government’s Resource Departmental Expenditure Limit (RDEL)
(excluding depreciation) control total was £39,814.398 million in 2024-25.

13. The Scottish Government's Capital Departmental Expenditure Limit (CDEL) was
£5,970.868 million in 2024-25. Within your CDEL settlement, your Financial Transactions
control total was £123.198 million in 2024-25.

14. On top of Main Estimates funding for 2024-25, the Scottish Government received an
additional £1,504.837 million TDEL through the Barnett formula as a result of decisions
at the Autumn Budget 2024. This included £1,432.989 million RDELex and £71.848
million CDEL general.

15. In addition, the Scottish Government received £35.100 million of non-Barnett RDELex
ringfenced funding in 2024-25:

a. £1.000 million RDELex for the Inverness and Highlands City and Growth Deal

b. £34.100 million RDELex for the purpose of making McCloud corrective payments

16. The Scottish Government also received £269.240 million non-Barnett CDEL general
ringfenced funding in 2024-25:

a. £150.00 million to account for IFRS16

b. £119.240 million for City and Growth Deals as follows:
£30.000 million for Glasgow and Clyde Valley
£3.700 million for Aberdeen
£4.750 million for Inverness and the Highlands
£25.000 million for Edinburgh
£4.010 million for Stirling and Clackmannanshire
£16.250 million for Tay Cities
£10.300 million for Ayrshire
£6.500 million for Borderlands (Scotland)
£10.070 million for Moray
£1.500 million for Argyll and Bute
£1.800 million for Falkirk
£5.360 million for The Islands
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17. Where non-Barnett funding above is listed as ringfenced, it was for the specific
purpose set out with underspends to be returned to HM Treasury in the usual way.

2025-26 Control Totals

18. A full breakdown of the Scottish Government’s Departmental Expenditure Limit (DEL)
control totals for 2025-26 following Phase 1 of the Spending Review is included in Table
3.

19. The Scottish Government’s Resource Departmental Expenditure Limit (RDEL)
(excluding depreciation) control total will be £41,141.024 million in 2025-26.

20. The Scottish Government’'s Capital Departmental Expenditure Limit (CDEL) will be
£6,545.802 million in 2025-26. Within your CDEL settlement, your Financial Transactions
control total will be £167.396 million in 2025-26.

21. The Spending Review Phase 1 confirmed an additional £1,360.736 million RDELex
and £610.932 million CDEL for the Scottish Government in 2025-26 through the Barnett
formula.

22. In addition, the Scottish Government received £8.314 million of non-Barnett RDELex
ringfenced funding in 2025-26:

a. £7.324 million ringfenced for debt advice

b. £0.990 million for the Inverness and Highlands City and Growth Deal

23. The Scottish Government also received £122.010 million of non-Barnett CDEL general
ringfenced funding in 2025-26:

a. £122.010 million for City and Growth deals as follows:

e £30.000 million for Glasgow and Clyde Valley

£3.000 million for Aberdeen
£7.790 million for Inverness and the Highlands
£25.000 million for Edinburgh
£4.010 million for Stirling and Clackmannanshire
£16.250 million for Tay Cities
£10.300 million for Ayrshire
£6.500 million for Borderlands (Scotland)
£7.070 million for Moray
£2.610 million for Argyll and Bute
£4.240 million for Falkirk
£5.250 million for The Islands
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Control Totals following Phase 2 of the Spending Review
2025-26 Control Totals

24. A full breakdown of the Scottish Government’s Departmental Expenditure Limit (DEL)
control totals for 2025-26, following completion of Phase 2 of the Spending Review, is
included in Table 4. These control totals include the funding provided through the Barnett
formula at Main Estimates 2025-26 for support with the changes to employer National
Insurance contributions.

25. Spending Review 2025 confirmed an additional £9.014 million RDELex and a
reduction of -£1.699 million CDEL for the Scottish Government in 2025-26 through the
Barnett formula. This is as a result of allocations to departments from the UK
Government’s Transformation Fund and the surrender of Official Development Assistance
funding.

2026-27 Control Totals

26. A full breakdown of the Scottish Government’s Departmental Expenditure Limit
(DEL) control totals for 2026-27 is included in Table 5.

27. The Spending Review Phase 2 confirmed an additional £1,207.862 million RDELex
and £509.214 million CDEL (of which £77.607 million is ringfenced for Financial
Transactions) for the Scottish Government in 2026-27 through the Barnett formula.

28. In addition, the Scottish Government is receiving -£4.897 million of ringfenced non-
Barnett RDELex funding in 2026-27:
a. £10.103 million for the provision of debt advice to people in problem debt
b. -£15.00 million for the Crown Estate block grant adjustment

29. The Scottish Government is also receiving £120.385 million in 2026-27 of
ringfenced non-Barnett CDEL general funding for City and Growth deals.

2027-28 Control Totals

30. A full breakdown of the Scottish Government’s Departmental Expenditure Limit
(DEL) control totals for 2027-28 is included in Table 6.

31. The Spending Review Phase 2 confirmed an additional £2,333.952 million RDELex
and £421.865 million CDEL (of which £84.650 million is ringfenced for Financial
Transactions) for the Scottish Government in 2027-28 through the Barnett formula.
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32. In addition, the Scottish Government is receiving -£10.721 million of ringfenced
non-Barnett RDELex funding in 2027-28:
a. £9.279 million for the provision of debt advice to people in problem debt
b. -£20.000 million for the Crown Estate block grant adjustment

33. The Scottish Government is also receiving £109.941 million in 2027-28 of
ringfenced non-Barnett CDEL general funding for City and Growth deals.

2028-29 Control Totals

34. A full breakdown of the Scottish Government’s Departmental Expenditure Limit
(DEL) control totals for 2028-29 is included in Table 7.

35. The Spending Review Phase 2 confirmed an additional £3,511.399 RDELex and
£526.093m CDEL (of which £143.705 million is ringfenced for Financial Transactions)
for the Scottish Government in 2028-29 through the Barnett formula.

36. In addition, the Scottish Government is receiving -£30.721 million of ringfenced
non-Barnett RDELex funding in 2028-29:
a. £9.279 million for the provision of debt advice to people in problem debt
b. -£40.000 million for the Crown Estate block grant adjustment

37. The Scottish Government is also receiving £119.150 million in 2028-29 of
ringfenced non-Barnett CDEL general funding for City and Growth deals.

2029-30 Control Totals

38. A full breakdown of the Scottish Government’s Departmental Expenditure Limit
(DEL) control totals for 2029-30 is included in Table 8.

39. The Spending Review Phase 2 confirmed an additional £602.272 million CDEL (of
which £194.408 million is ringfenced for Financial Transactions) for the Scottish
Government in 2029-30 through the Barnett formula.

40. The Scottish Government is also receiving £102.175 million in 2029-30 of
ringfenced non-Barnett CDEL general funding for City and Growth deals.
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Next steps

41. Where further guidance is issued by HM Treasury to support the delivery of this
settlement, this should be implemented on a comply or explain basis to ensure value for
money and that best practice is shared and delivered across UK Government and devolved

governments.

42. | am copying this letter to the Prime Minister and the Chancellor of the Exchequer.

Yours sincerely,

RT HON JAMES MURRAY MP
CHIEF SECRETARY TO THE TREASURY
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Annex A: Details of the Scottish Government’s Spending Review 2025 block grant

settlement

This section sets out in full the details of the Scottish Government’s Phase 1 and 2
Spending Review 2025 settlement. The block grants set out here are to be administered
in accordance with the Treasury’s Consolidated Budgeting Guidance (CBG) and the
Statement of Funding Policy, except where specific derogations have been agreed. Any
future changes to the budgeting guidance will apply to this settlement.

Scottish Government Control Totals following Phase 1 of the Spending Review

Tables 1 to 3 sets out your agreed control totals from 2024-25 to 2025-26 following
Phase 1 of the Spending Review. Your budgets are set in cash terms and will not be
adjusted further for inflation.

Table 1: Scottish Government control totals following Phase 1 of the Spending Review:
Core RDEL and CDEL

£m, including VAT

2024-25

2025-26

RDEL excluding depreciation 39,814.398 | 41,141.024
CDEL 5,970.868 6,545.802
o/w ringfenced for Financial Transactions 123.198 167.393

Table 2: Scottish Government Control Totals 2024-25

2024-25 (£m) Main Barnett Non-Barnett Total uplift at 2024-2?
Estimatesconsequentials ~ Funding at AB24 Control Total
Control Total at AB24 AB24
RDELex 38,346.309 1,432.989 35.100 1,468.089] 39,814.398
CDEL 5,629.780 71.848 269.240 341.088 5,970.868
CDEL (General) 5,506.582 /1.848 269.240 341.088 5,847.670
CDEL (FTs) 123.198 0.000 0.000, 0.000 123.198
TDEL 43,976.089 1,504.837 304.340 1,809.177| 45,785.266
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Table 3: Scottish Government Control Totals 2025-26

2025-26 (£m) Baseline Additional Additional Total uplift at Final 2025-26
Barnett Non-Barnett SR25 Phase 1 control totals
RDELex 39,771.974 1,360.736 8.314 1,369.050] 41,141.024
CDEL 5,812.860 610.932 122.010 732.942 6,545.802
CDEL (General) 5,636.824 619.571 122.010 741.581 6,378.406
CDEL (FTs) 176.036) -8.640 0.000 -8.640 167.396|
TDEL 45,584.834| 1,971.668 130.324 2,101.992| 47,686.826

Scottish Government Control Totals Following Phase 2 of the Spending Review

Tables 4 to 8 set out your agreed control totals from 2025-26 to 2029 following Phase 2
of the Spending Review. Your budgets are set in cash terms and will not be adjusted
further for inflation.

Table 4: Scottish Government Control Totals 2025-26

2025-26 (£m) Control totals Additional Final 2025-26

following Main  Barnett SR25 control totals

Estimates Phase 2

RDELex 41,731.546 9.014 41,740.560
CDEL 6,555.209 -1.699 6,553.591
CDEL (General) 6,388.256] -1.699 6,386.557
CDEL (FTs) 167.034 0.000 167.034
TDEL 48,286.836 7.315 48,294.151

Table 5: Scottish Government Control Totals 2026-27

2026-27 (£m) Baseline | Additional Additional Total uplift at Final 2026-27
Barnett Non-Barnett SR25 Phase2  control totals

RDELex 41,506.531| 1,207.862 -4.897 1,202.965 42,709.497
CDEL 6,424.374 509.214 120.385 629.599 7,053.973
CDEL (General) 6,257.340 431.607 120.385 5571.992 6,809.332
CDEL (FTs) 167.035 /7.607 0.000 /7.607 244.641
TDEL 47,930.905| 1,717.077 115.488 1,832.565 49,763.470
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Table 6: Scottish Government Control Totals 2027-28

2027-28 (£m) Baseline | Additional Additional Total uplift at Final 2027-28
Barnett Non-Barnett SR25 Phase2 control totals
RDELex 41,506.531| 2,333.952 -10.721 2,323.231 43,829.762
CDEL 6,424.374 421.865 109.941 531.806 6,956.180
CDEL (General) 6,257.340 337.214 109.941 447.155 6,704.495
CDEL (FTs) 167.035 84.650 0.000 84.650 251.685
TDEL 47,930.905| 2,755.817 99.220 2,855.037 50,785.942

Table 7: Scottish Government Control Totals 2028-29

2028-29 (£m) Baseline Additional Additional Total uplift at Final 2028-29
Barnett Non-Barnett SR25 Phase 2 control totals
RDELex 41,506.531 3,511.399 -30.721 3,480.678| 44,987.209
CDEL 6,424.374 526.093 119.150 0645.243 7,069.538
CDEL (General) 6,257.340 382.387 119.150 501.537 6,758.877
CDEL (FTs) 167.035 143.705] 0.000 143.705] 310.740
TDEL 47,930.905| 4,037.492 88.429 4,125.921 52,056.826

Table 8: Scottish Government Control Totals 2029-30

2029-30 (£m) Baseline | Additional Additional Total uplift at Final 2029-30
Barnett Non-Barnett SR25 Phase 2 control totals'
RDELex N/A N/A N/A| N/A N/A
CDEL 6,424.374 602.272 102.175 704.447 7,128.821
CDEL (General) 6,257.340 407.864 102.175 570.039 6,/67.378
CDEL (FTs) 167.035 194.408 0.000 194.408 3617.443
TDEL N/A N/A N/A N/A N/A

' RDELex (and therefore TDEL) control totals have not been set for 2029-30, remaining N/A.
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Cabinet Secretary for Finance & Local Government

UPDATE ON LABOUR £5BN BUDGET FIGURE

Purpose

1. To respond to the query dated 9 October requesting a short note outlining how
the Scottish Government has allocated the £5 billion referenced in the Labour
2024 Budget. Specifically, this note details the distribution of funding across
2024-25 and 2025-26, broken down by resource and capital.

Background

2. The £5 billion figure reflects additional funding for the Scottish Government
announced in the UK Labour Government’'s 2024 Autumn Budget. This
comprises approximately £1.5 billion for 2024-25 and £3.4 billion for 2025-26,
delivered through Barnett consequentials. The headline amount quoted for
2025-26 includes the consequentials received in 2024-25 which were
baselined.

Breakdown of Impact:
2024-25

3. The Scottish Government received approximately £1.5 billion of in-year
funding through Barnett consequentials. The key changes noted following this
additional funding were:

a. additional funding to Health of ¢ £800 million;

b. reducing the amount of ScotWind required (a reduction of £424 million
against what was previously signalled); and

c. reducing the borrowing requirement for RDEL (a reduction from £338
million by year end).

2025-26

4. For the 2025-26 Budget the additional funding was split, with £2.8 billion of
RDEL and £610 million of CDEL. These headline figures include the amount
received in 2024-25 as these amounts (£1.5 billion) were baselined. The
increase in the block grant between 2024-25 and 2025-26 is £1.4 billion RDEL
and £610 million CDEL.

5. When setting the Budget, the resource or capital budgets are considered in
their entirety, including any borrowing or revenue raised through taxes. As
such it is not possible to identify specific spending lines that received the
“additional” £3.4 million of funding in 2025-26.

6. While we cannot attribute the £2.8 billion of RDEL funding to specific projects
or programmes, overall for 2025-26 we can highlight areas which received an



uplift in their RDEL funding that was critical in supporting the following
priorities:

a. Health and Social Care portfolio received an uplift exceeding
consequentials which increased funding to provide:

- 3% cash uplift and a real terms increase to health boards on
their baseline funding;

- increased investment in all primary care disciplines to deliver
essential reform, improving capacity and patient access in
local communities and reducing demand on acute services;

- almost £200 million to reduce waiting lists and help support
reduction of delayed discharge;

- delivery on our PfG commitments, with £125 million to fund the
real living wage for our adult social care workers, £5 million to
provide short breaks for carers, and over £13 million to support
growth in the independent living fund.

b. Social Security Benefits funding increased (in line with SFC forecast)
by almost £800 million compared to the 2024-25 budget.

c. Deliver a real terms uplift to the Local Government core General
Revenue Grant to invest in local priorities.

d. Deliver a £158 million uplift to support the Education and Skills
Portfolio, including funding to reform our education bodies, provide
additional investment to maintain teacher numbers, support Additional
Support for Learning and further support the delivery of 47 modern,
state of the art schools through our Learning Estate Investment
Programme by 2027-28.

e. £57 million in additional resource funding to Police Scotland — an
increase of 4% compared to 2024-25 published budget — to support
capacity and capability on policing.

f. Provide a £34 million uplift for culture, taking the total incremental
increase to date to £50 million, reaching the halfway point in our
promise to increase funding to culture and the arts by £100 million
more a year by 2028-29.

7. While we cannot attribute the £610 million of CDEL funding to specific projects
or programmes, overall the 2025-26 Capital Budget provided increased
funding to:

a. The Affordable Housing Supply Programme: to reinstate the cut seen
to the programme in 2024-25 and provide a further boost to deliver
more affordable homes.

b. The Justice & Home Affairs Portfolio: to deliver HMP Glasgow and
HMP Highland.

c. The Health & Social Care Portfolio: to increase investment in
maintenance and restart work to deliver new acute facilities, specifically
replacing Monklands Hospital, replacing the Belford Hospital and
delivering the new Edinburgh Eye Pavillion.

d. Local Government General Capital Grant: to reinstate the cut seen in
2024-25 and provide a further boost to their capital funding.



e. Additionally, there was specific capital funding allocated to support the
Citizens Theatre and Corran Ferry.

Public Spending Directorate
30 October 2025
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F/T: 0300 244 4000
E: scottish.ministers@gov.scot

Rt Hon James Murray MP
Chief Secretary to the Treasury
HM Treasury

By email

03 November 2025

Dear James

It was good to meet with you on 17 October in Edinburgh for the meeting of the Finance:
Interministerial Standing Committee (F:1ISC), as well as a meeting of the Joint Exchequer
Committee (JEC) and our bilateral. | would like to follow up on some of the issues and
actions from those meetings.

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot

. INVESTORS IN PE{IPLE™ [BR@discbiity] _gw
St Andrew’s House, Regent Road, Edinburgh EH1 3DG We invest in people Silver BEconfident| Vg

WWW.gov.scot


http://www.lobbying.scot/

Fishing and Coastal Growth fund announcement

The UK Government announcement on how it will deliver the Fishing and Coastal Growth
Fund took place after our meeting. | had previously made clear in my pre-Budget letter to the
Chancellor that Scotland should receive a fair share of this fund, based on previous EU
funding allocations. While it is welcome that this funding is to be provided to the devolved
governments in recognition that these are devolved matters, we are clear that it is not
appropriate to apply the Barnett formula in this sector-specific context, and that Scotland is
certainly not receiving a fair share.

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot

. INVESTORS IN PE{IPLE™ [BR@discbiity] _gw
St Andrew’s House, Regent Road, Edinburgh EH1 3DG We invest in people Silver BEconfident| Vg

WWW.gov.scot
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The Scottish fishing sector accounts for over 60% of the UK’s fishing capacity and seafood
exports, and more than 75% of all UK quota species are landed by Scottish vessels.
Scotland’s share of this funding should be representative of the relative size and importance
of the Scottish sector and reflect at least the 46% share Scotland previously received from
the EU funding allocated to the UK. The announced allocation to Scotland of just 7.78% of
the overall £360 million fund is a grossly oversimplified approach which does not represent a
fair settlement. My colleague the Cabinet Secretary for Rural Affairs, Land Reform and
Islands has written to the UK Minister for Food Security and Rural Affairs strongly urging the
UK Government to come to the table with the devolved governments to discuss and
reconsider its approach. | reiterate that request and believe there is sufficient flexibility within
the HMT Statement of Funding Policy to take a different approach to the allocation of funding
that reflects the importance of this sector for Scotland.

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot

. INVESTORS IN PE{IPLE™ [BR@discbiity] _gw
St Andrew’s House, Regent Road, Edinburgh EH1 3DG We invest in people Silver BEconfident| Vg
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| look forward to speaking again with you soon, but in the meantime please let me know if
you require any further information on the above issues.

Q;Lborug /Zéﬁ%@ —_—

SHONA ROBISON

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot
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Cabinet Secretary for Finance and Local Government W Scottish Government
Shona Robison MSP . Riaghaltas na h-Alba

F/T: 0300 244 4000
E: scottish.ministers@gov.scot

Kenneth Gibson MSP

Convener

Finance and Public Administration Committee
The Scottish Parliament

Edinburgh

EH99 1SP

By email: fpa.committee@parliament.scot

06 November 2025

Dear Kenneth,

| am writing to formally advise that | hosted meetings of the Finance: Interministerial
Standing Committee (F:ISC) and Joint Exchequer Committee (JEC) in Edinburgh on Friday
17 October.

Finance: Interministerial Standing Committee

| chaired the meeting of F:ISC which was also attended by the Chief Secretary to the
Treasury, Rt Hon James Murray MP, the Rt Hon Mark Drakeford MS, Cabinet Secretary for
Finance and Welsh Language in the Welsh Government, and John O’'Dowd MLA, Minister of
Finance in the Northern Ireland Executive.

| used this meeting to set out the challenges facing the Scottish Budget and our priorities for
the UK Budget, in particular the need to protect public services and to invest in infrastructure
to support economic growth. | also urged the UK Government to engage with us on any
changes that would impact on our devolved tax and social security systems.

| then led further discussions on options for greater fiscal flexibilities, which would enable
devolved governments to better manage funding volatility, before we discussed undertaking
joint work to look at ways of improving the operation of the Barnett formula.

As you will be aware, the F:ISC meetings form a part of the machinery of intergovernmental
relations and are a forum to discuss economic and financial matters.

Joint Exchequer Committee

| then chaired the meeting of the Joint Exchequer Committee, where the Chief Secretary to
the Treasury and | finalised arrangements to set the Block Grant Adjustment (BGA) for the
Scottish Aggregates Tax (SAT), discussed VAT Assignment (VATA) and the arrangements
for the work on the scope for the next Fiscal Framework Review.

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot
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| wrote to you on 7 August 2025 outlining the bespoke arrangements that | have agreed with
the CST for setting the baseline for the SAT BGA. These arrangements specify that the
baseline will be set using a revenue forecast, and ultimately outturn data, for SAT revenue
from the year of introduction, rather than the year prior to devolution as stipulated in the
Fiscal Framework. At the JEC, we agreed that the forecast we will use to initially set the
baseline will be the Scottish Fiscal Commission (SFC) forecast from June 2025 for 2026-27
which estimates SAT revenue at £37.4 million.

The SFC forecast is the only available forecast which reflects the inclusion of Scotland-
specific export and import data in calculating Scotland’s share of UK Aggregates Levy
receipts. Consequently, we anticipate that using the SFC’s June 2025 forecast for 2026-27
SAT revenues to inform the SAT BGA baseline would best reduce volatility for the Scottish
Budget. Ultimately, the forecast will be reconciled to outturn.

The CST and | acknowledged the evidence taken by the Finance and Public Administration
Committee and the House of Commons Scottish Affairs Committee on the feasibility of
implementing VATA, noting stakeholder concerns around volatility, accuracy and
accountability. Further discussions will be had between the governments on the matter.

Arrangements were discussed for agreeing a scope of the next review of the Fiscal
Framework. | set out to the CST the Scottish Government’s ambition for a broadly scoped
review and the importance of gathering stakeholder views to input into the review process.

| have attached the agreed communiques from the meetings to this letter for your
awareness. It provides an overview of the matters discussed. They are also published at
Finance: Interministerial Standing Committee — 17 October 2025 - GOV.UK and Joint
Exchequer Committee meeting: communique — 17 October 2025 - gov.scot.

My officials will continue to liaise with the Committee clerks to ensure it is kept appraised of
F:ISC, JEC and associated arrangements, and | will continue to engage with the Committee
across its on-going business. | expect the next meeting of F:ISC to take place in February.

Yours sincerely

SHONA ROBISON

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot
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COMMUNIQUE - FINANCE: INTERMINISTERIAL STANDING COMMITTEE

The Cabinet Secretary for Finance and Local Government (Scottish Government), Shona
Robison MSP chaired a meeting of the Finance: Interministerial Standing Committee (F:ISC)
on 17 October 2025 in Edinburgh.

The meeting was attended by the Rt Hon James Murray MP, Chief Secretary to the Treasury
(UK Government), the Minister of Finance (Northern Ireland Executive), John O’'Dowd MLA,
and the Rt Hon Mark Drakeford MS, Cabinet Secretary for Finance and Welsh Language
(Welsh Government).

All ministers appreciated the opportunity to discuss working collaboratively, and in view of
the upcoming UK Autumn Budget, discussed the economic and fiscal context and the
priorities for each of the devolved governments.

Ministers then discussed options for enhancing the fiscal flexibilities available to devolved
governments, and agreed that joint work would be undertaken looking at ways of improving
the operation of the Barnett formula, to report at the next F:ISC

Ministers went on to discuss a programme for future meetings, noting that the next planned
meeting of F:ISC would take place early next year, to be chaired by the Northern Ireland
Executive.

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot
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COMMUNIQUE - JOINT EXCHEQUER COMMITTEE

Chief Secretary to the Treasury Rt Hon James Murray MP and the Scottish Government’s
Cabinet Secretary for Finance and Local Government Shona Robison MSP held a meeting
of the Joint Exchequer Committee on 17 October 2025 in Edinburgh to discuss matters
relating to Scotland’s Fiscal Framework.

The Chief Secretary and the Cabinet Secretary discussed the scope for the next Fiscal
Framework review. Both ministers acknowledged that agreeing a scope for the review early
in the process would be beneficial, and agreed that their officials should work together on
this.

Ministers also discussed next steps for VAT Assignment and finalised arrangements to set
the Block Grant Adjustment for the Scottish Aggregates Tax.

Scottish Ministers, special advisers and the Permanent Secretary are
covered by the terms of the Lobbying (Scotland) Act 2016. See
www.lobbying.scot
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Fiscal Coordination
27 October 2025

Cabinet Secretary for Finance and Local Government

UK Government response to Scottish Affairs Committee inquiry report into the
“Financing of the Scottish Government”

Priority and Purpose:
1. Routine: To provide a summary of the UK Government’s response to the
Scottish Affairs Committee inquiry report into the “Financing of the Scottish
Government”.

Recommendation:
2. That you note the summary of the UK Government (UKG) response to the
report recommendations.

Background and context:

3. On 16t July, the UK House of Commons Scottish Affairs Committee (SAC)
published its conclusions and recommendations, following its inquiry into the
“Financing of the Scottish Government”.

4. The report supports retention of the Barnett formula and draws some
conclusions and recommendations that are in general supportive of greater
transparency and flexibility in funding arrangements.

5. SAC published the UK Government’s response to the SAC report’s
recommendations on 17 October 2025.

6. This note summarises the UKG response, with a more detailed account of its
response in Annex A.

Response Summary

7. The UKG cover letter from the Secretary of State for Scotland criticises the
Scottish Government (SG) position on Full Fiscal Autonomy (FFA), claiming
that the SG position is to “scrap the Barnett formula” and pointing to the
Government Expenditure and Revenue Scotland statistics 2024/25, from
which UKG concluded that under FFA, there would be a £14 billion funding
gap that SG would need to manage.

8. Responding to the Committee’s recommendations on transparency, UKG
asserts that it communicates with the Scottish Government “at the earliest
possible opportunity, given the market sensitive nature of information”. It also
deems the information it currently publishes on Barnett to be sufficiently
transparent, pointing to the Statement of Funding policy for granular
programme breakdowns of comparability percentages and the annual
publication of its Block Grant Transparency (BGT) report.


https://committees.parliament.uk/publications/49654/documents/266913/default/
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9. As to the recommendations on fiscal flexibilities, the UKG points to the next
Fiscal Framework Review (FFR) as the place for discussions on borrowing
and the cap on the Scotland Reserve. It commits to considering borrowing
arrangements within the FFR and does not address the Reserve cap, noting
that agreement has been reached for work on the FFR scope to begin. UKG
also highlights that current limits were agreed with SG at the 2023 FFR.

10.0n VAT Assignment (VATA), the UKG does not respond to the SAC request
for an explanation of why it still considers VATA possible. Instead, it claims
that SG has prioritised the introduction of Aggregates Levy and a Buildings
Safety Levy and that it will continue to work with SG to implement VATA.

11.The response is silent on the SAC position that the Barnett formula is “fit for
purpose” and does not require the introduction of a needs-based factor at this
time.

Quality Assurance

12. This submission has been approved by Dave Stevenson, Deputy Director for
Budget and Fiscal Coordination.

Conclusion
13.You are invited to note the findings of the report.

Fiscal Coordination Unit
Directorate for Exchequer Strategy

Cabinet Secretary for Finance X
and Local Government

First Minister X

Minister for Public Finance X

Permanent Secretary =
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Dominic Munro Chief Financial Officer
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Annex A: Detailed summary of UKG response to SAC inquiry
recommendations

UKG Response to SAC Recommendations

1. Transparency — need for increased transparency with the Barnett
formula

o UKG states that the June 2025 Statement of Funding Policy detail
comparability percentages with granular programme breakdowns.

o UKG asserts that an annual publication of the Block Grant
Transparency (BGT) report is sufficient. Moving to a publication
alongside each fiscal event would be impractical as devolved
governments have the opportunity to review the BGT report prior to
publication, which can only happen following the fiscal event after block
grant totals are received.

2. Advance Communication of UKG policy changes impacting funding,
with impact assessments being published “alongside or very quickly
following any spending decisions”

o UKG claims there is “regular engagement” between the governments
around UKG departmental spending, tax and devolved benefit
expenditure forecasting and in-year UKG policy changes impacting SG
funding, with SG being given notice of changes “at the earliest possible
opportunity, given the market sensitive nature of information”.

o UKG notes that there is no formal impact assessment but the impact
on devolved government funding from UKG policy changes is
considered and included in advice to UKG Ministers.

3. Consider removing Scotland Reserve Cap at next Fiscal Framework
Review (FFR)

o UKG highlights that the limit was agreed with the SG but did not
address the recommendation for the removal of the cap. Instead, UKG
noted its expectation that the next FFR is due in 2028 and that it has
been agreed between the governments that preliminary work on the
scope for the review would begin in the coming months.

4. Borrowing Powers — UKG should publish analysis of what borrowing
limits would look like based on different metrics and at the next FFR,
SG’s capital borrowing powers should be reformed, using the indexation
metric which offers the highest limit

o UKG commits to considering SG’s borrowing arrangements at the next
FFR though points to the limits being jointly agreed between UKG and
SG as part of the 2023 FFR.

5. VAT Assignment — SAC requests an explanation of why VATA is still
possible, and requests an update on progress made on its
implementation by summer 2026.

o UKG does not answer the SAC request for an explanation of why VATA
is still possible. Instead, UKG claims SG has prioritised devolving
Aggregates Levy and the devolution of powers to introduce a Building
Safety Levy and that HM Treasury and Scottish Government will
continue to work together to deliver VAT assignment.
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