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Dear Mr Harra, 

The Administration of Scottish income tax 2018/19 

The Scottish Parliament’s Public Audit and Post-legislative Scrutiny Committee was 

due to take evidence on 19 March from the Comptroller and Auditor General (C&AG) 

and the Auditor General for Scotland (AGS) on their respective reports, 

Administration of Scottish income tax 2018-19  and Administration of Scottish 

income tax 2018/19. However, that session was cancelled due to the Covid-19 

pandemic. The Committee subsequently agreed to continue its scrutiny by 

correspondence. The Committee initially wrote to the C&AG and then shared his 

response with the AGS in order that the latter had an opportunity to provide any 

additional comment or observations. The correspondence can be found here. 

 
The Committee considered this correspondence at its meeting on 8 October and 

agreed to write to HM Revenue and Customs (HMRC) and the Scottish Government 

on a number of points raised in the correspondence.  

 

Scottish Income Tax 2018-19 estimate and outturn 

The Committee notes that the 2018-19 estimates continue to be based on the 

Survey of Personal Incomes (SPI) data, but that there is an “additional adjustment to 

calibrate the revenue estimate to the outturn”. The report from the C&AG cites a 

number of limitations with the SPI based methodology, including reliance on sample 
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data; the amount apportioned to Scotland and assumptions made around the volume 

and value of under- and over-payments relating to PAYE liabilities.1 

The report concludes that “HMRC should continue to improve the accuracy of the 

revenue estimate by incorporating more of the outturn data for Scottish income tax 

as it becomes available in future years.”2  

In its letter to the Committee, the AGS states that: “In my view, it is important that the 

Scottish Government and HMRC keep the estimation methodologies under review 

as more data becomes available to ensure they are as accurate as possible.” He 

notes that “The way the provisional estimate is constructed means it remains of 

limited value in assessing the potential size of future budget reconciliations.”3 

In his report, the C&AG concludes that the Scottish income tax revenue outturn for 

2017-18 is fairly stated, but states that: 

“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. This 

will support understanding of the process, strengthen the governance around 

changes to the methodology and form a baseline position from which future 

refinements can be made.”4 

In his response to the Committee, the C&AG indicates that he understands that 

HMRC has contacted the Scottish Government regarding the formalisation of the 

methodology for calculating the outturn and that HMRC has designed a process 

whereby the methodology used to calculate the revenue outturn will be subject to 

review and approval by the Scottish Income Tax Board.5  

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. 

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 

                                            
1 https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-
19.pdf 
2 https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-
19.pdf 
3https://www.parliament.scot/S5_Public_Audit/General%20Documents/AGS_letter_on_SIT_queries.p
df 
4 https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-
19.pdf 
5 https://www.parliament.scot/S5_Public_Audit/General%20Documents/NAO_Correspondence.pdf 
 

https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-19.pdf
https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-19.pdf
https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-19.pdf
https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-19.pdf
https://www.parliament.scot/S5_Public_Audit/General%20Documents/AGS_letter_on_SIT_queries.pdf
https://www.parliament.scot/S5_Public_Audit/General%20Documents/AGS_letter_on_SIT_queries.pdf
https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-19.pdf
https://www.nao.org.uk/wp-content/uploads/2020/01/Administration-of-Scottish-Income-Tax-2018-19.pdf
https://www.parliament.scot/S5_Public_Audit/General%20Documents/NAO_Correspondence.pdf


 
 

 
 

methodology used by HMRC. The Committee has also written to the Scottish 

Government on this point. 

 

Accuracy of the Scottish tax base 

The Committee recognises that the accuracy of the Scottish tax base and Scottish 

taxpayer identification is crucial to the operation of the Fiscal Framework, the 

resultant size of the Scottish budget and in ensuring that Scottish taxpayers are 

paying the correct amount of tax.  

As you know, during the evidence session last year, the Committee explored two 

particular issues concerning the accuracy of the Scottish tax base. The first of these 

concerned the fact that, in 2017/18, 30,000 Scottish taxpayers were initially taxed 

using UK tax rates rather than Scottish tax rates because they had failed to tick the 

correct box on their self-assessment form. The second concerned reports that 45 

MSPs had not initially been provided with an ‘S’ tax code for 2019-20.  

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?  

Q4. Please outline the action that is being taken to encourage employers and 

taxpayers to declare address changes on a timely basis? 

Q5. On related point, does HMRC have any evidence that individuals are 

relocating to rUK in order to reduce their tax liabilities? 

The Committee would be grateful for a response by Friday 27 November. 

Yours sincerely, 

 

Anas Sarwar MSP 
Acting Convener 
 


