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Dear Anas, 
 
Thank you for your letter to Jim Harra of 4 November. I have succeeded Jim as Additional 
Accounting Officer with overall responsibility for Scottish income tax (SIT), and I am replying 
in that capacity to address your questions. 
 
Scottish Income Tax 2018-19 estimate and outturn 
 
Q1. It seems clear to the Committee that actual 2017-18 outturn data would be a better 
source than SPI data. We would be grateful if you could indicate why the 2017-18 
outturn data was not used as the baseline for the 2018-19 estimate and what the 
barriers are to using outturn data in a way that would make the estimate more 
accurate and useful. 
 
The 2018-19 provisional estimate did incorporate 2017-18 outturn data in the methodology. 
We produced an underlying estimate of the share of SIT liabilities as a proportion of total UK 
non-savings/non-dividend (NSND) liabilities for 2018-19 using Survey of Personal Incomes 
(SPI) data projected forward in order to account for changes in tax policy. This estimated 
share was then applied to the 2018-19 estimate of UK NSND and subsequently calibrated to 
the liabilities observed from the 2017-18 SIT outturn. The 2018-19 provisional estimate was 
the first to incorporate this alignment to the previous year’s outturn, and this is also the 
approach we took for the recently published 2019-20 estimate.  
 
The provisional estimates produced for 2016-17 and 2017-18 were solely reliant on 
estimates from the SPI data projected forward as outturn data was not available, making 
those estimates inherently harder to produce accurately. Since the outturn alignment was 
introduced the accuracy of the SIT estimate has been higher. 
 
HMRC has a requirement to produce both a SIT and Welsh Rates of Income Tax (WRIT) 
provisional estimate and the use of SPI data allows us to project forward the estimated 
shares of SIT and WRIT liabilities and apply these to the UK NSND estimate for the given 
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year in a consistent way. Our methodology of using the SPI allows us to account for 
changes in tax policy in either regime and produce estimates that are consistent with one 
another and do not overlap in terms of Scottish or Welsh liabilities or estimated numbers of 
taxpayers. We are confident that we have a robust methodology in place for producing the 
provisional estimate of the SIT outturn, and our approach of using SPI data aligned to 
outturn data is also in line with the Office for Budget Responsibility’s methodology for their 
SIT and rUK forecasts that are used in the Block Grant Adjustment process. 
 
Q2. It would be helpful if you could set out the process for reviewing the methodology 
for calculating the outturn and, in particular, the extent of the Scottish Government’s 
role in considering and approving the outturn methodology used by HMRC. The 
Committee has also written to the Scottish Government on this point. 
 
HMRC works closely with the Scottish Government to agree and approve the methodology 
for calculating the SIT outturn each year, ensuring that they have the opportunity to 
challenge our approach at each stage of the process. Detailed discussions take place at the 
Devolved Income Tax Analytical Working Group, which includes officials from HMRC, the 
Scottish Government, the Scottish Fiscal Commission, the Office for Budget Responsibility, 
and the Welsh Government. We also provide teach-ins on the proposed methodology for 
Scottish Government officials. 
 
Final approval of the outturn methodology is given by the Scottish Income Tax Board, which 
is chaired jointly by HMRC and the Scottish Government. Our governance approach has 
been developed to fulfil one of the recommendations made by the National Audit Office 
(NAO) in their report into HMRC’s administration of SIT in 2017-18: 
 
‘We consider that the governance arrangements could be enhanced by formalising the full 
detail of the methodology in a single document that is ratified by all parties with any 
subsequent changes subject to approval by the Scottish Income Tax Board’.  
 
HMRC is committed to maintaining a robust methodology for calculating SIT and to testing 
that approach through scrutiny and challenge. The NAO audits the outturn methodology to 
assure the accuracy of the final figure and their most recent report, published in January 
2020, found that the 2017-18 outturn figure was fairly stated. 
 
Accuracy of the Scottish tax base 
 
Q3. The Committee notes the action that has been taken by HMRC to address 
concerns about the accuracy of the Scottish tax base. Are you confident that there 
are now sufficiently robust systems in place for identifying Scottish taxpayers? 
 
We are confident in our identification of Scottish taxpayers. There is no definitive data set of 
Scottish residents against which we can confirm our identification, but we have a programme 
of activity in place, agreed with the Scottish Government, to ensure that our address data is 
as accurate and up to date as possible. 
 
The third party data clash compares our address data with that held by third parties, such as 
the electoral register and credit reference agencies. This was most recently conducted in 
December 2019, and it suggested that HMRC’s identification of Scottish taxpayers is correct 
in 98-99% of cases. The remaining 1-2% of records are not necessarily incorrect, but were 
not corroborated by the comparison. Following the scan, we contacted customers the scan 
had suggested now lived in a different region to that held in our records. 
 
In addition we update our list of Scottish postcodes quarterly, conduct regular scans of our 
data to ensure that taxpayer records have the correct residency status, and update our 
address data based on information from customers and employers. 
 
In the past there have been issues with correctly ensuring that all Scottish parliamentarians 
are Scottish taxpayers by default regardless of where they live. We have now implemented 
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an IT solution to improve the process of identifying parliamentarians as Scottish taxpayers 
on our systems. This solution reduces the level of manual intervention required, thereby 
reducing the risk that parliamentarians will not be identified as Scottish taxpayers. 
 
Q4. Please outline the action that is being taken to encourage employers and 
taxpayers to declare address changes on a timely basis? 
 
Research conducted by Ipsos MORI for HMRC suggested that nearly two thirds of people 
notify HMRC of their change of address without prompting. Nevertheless, reminding 
customers of the need to inform HMRC of any address changes is the main message of our 
communications on SIT. These reminders are delivered through HMRC’s regular 
communication with taxpayers, for example through prompts on our digital services. 
Customers are also asked to provide their address details on their SA returns. 
 
Employers are legally required to provide HMRC with address data for new employees, and 
we remind them of their responsibilities through communications channels such as the 
Employer Bulletin, Agent Update, and online social media. We update our records based on 
information submissions from employers, provided it passes certain quality checks. We also 
focus our communications with employers on encouraging them to correctly apply the 
Scottish ‘S’ codes issued to them by HMRC. 
 
Q5. On a related point, does HMRC have any evidence that individuals are relocating 
to rUK in order to reduce their tax liabilities? 
 
We have not seen any evidence to suggest that there has been an increase in taxpayers 
moving from Scotland to other parts of the UK with the aim of reducing their tax liabilities.  
 
The latest estimates from the National Records of Scotland suggest that roughly 47,500 
people move into Scotland from other parts of the UK in any given year, and roughly 37,400 
move in the opposite direction. Not all of these individuals will be taxpayers. 
 
 
I hope this is helpful. 
 
 

 
 
 
Ruth Stanier 
Director General, Customer Strategy & Tax Design 
 


