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Background 
The Scotland Act 2012 (the Act) received Royal Assent in May 2012 and gives a 
variety of new taxation powers to the Scottish Parliament.  This includes giving 
complete control of replacements for stamp duty land tax and landfill tax to the 
Scottish Parliament.  These two UK taxes will cease to apply in Scotland in April 
2015 and the Scottish Parliament will be able to levy its own taxes in respect of land 
and property transactions and disposals of waste to landfill in Scotland.  In addition, 
the Act introduces a new Scottish rate of income tax (SRIT).  In April 2016 the basic, 
higher and additional rates of income tax levied by the UK Government will be 
reduced by 10 pence in the pound for those individuals defined as Scottish 
taxpayers. The Scottish Parliament will thereafter be able to levy a new SRIT which 
will apply equally to the basic, higher and additional rates of tax.  
 
The UK Government will reduce the Scottish block grant (the annual grant paid to 
the Scottish Government) to offset the expected income from the two devolved taxes 
and from the SRIT so that the overall spending power of the Scottish Government 
will remain broadly as it would have been. These reductions will be phased, to allow 
for the staged devolution of the new taxes. The first block grant reductions will be in 
April 2015 when stamp duty land tax and landfill tax are devolved.  The Command 
Paper „Strengthening Scotland‟s Future‟ published by the UK Government in 
November 2010 indicates that, at this time, there will be a one-off reduction for each 
of these taxes which will then be deducted from the block grant for all future years. 
The mechanics for calculating these block grant adjustments are currently being 
discussed between the Scottish and UK Governments.  For income tax, the block 
grant reduction from April 2016 in each year of transition will be based on the Office 
for Budget Responsibility‟s (OBR‟s) annual forecast of Scottish income tax receipts. 
The difference between forecast and actual income tax receipts will not be 
reconciled during the transition period and the UK Government will bear the risk or 
take the benefit of any deviation.  Following the transition period, anticipated to be 
two-three fiscal years, there will be a permanent block grant adjustment.  The 
principles of the block grant adjustment have been agreed by the Joint Exchequer 
Committee.  Given the significant nature of the block grant adjustment, there is also 
a statutory requirement for UK and Scottish Governments to report to their 
respective Parliaments about progress with implementing all of the financial 

http://www.legislation.gov.uk/ukpga/2012/11/contents/enacted
http://www.scotlandoffice.gov.uk/scotlandoffice/files/Scotland_Bill_Command_Paper.pdf
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provisions in the Act.  As part of this, the Scottish Government will be seeking the 
Scottish Parliament's agreement on the block grant adjustment1. 
 
Implementing new taxes to replace stamp duty land tax and landfill tax 
In June 2012, the Cabinet Secretary for Finance, Employment and Sustainable 
Growth announced that the Scottish Government would introduce replacement taxes 
for stamp duty land tax (to be called the Land and Buildings Transaction Tax) and 
landfill tax appropriate for Scotland (Scottish Government 2012). The Cabinet 
Secretary also announced the establishment of a Scottish tax administration 
function, Revenue Scotland, which will be responsible for the administration of the 
devolved taxes.    It is planned that by 2015 Revenue Scotland will be established in 
statute at arm‟s length from Ministers.  
 
The Government undertook a consultation on the Land and Buildings Transaction 
Tax which closed at the end of August 2012.  The Scottish Government published an 
analysis of the responses in November 2012.  In October 2012 it launched a 
consultation on a Scottish landfill tax.  
 
Implementing the SRIT 
The Joint Exchequer Committee (JEC) is the forum for the Scottish Government and 
the UK Government to discuss the implementation of the financial provisions in the 
Act at Ministerial level. The chairmanship of the Committee alternates between the 
two Governments. There have been two meetings to date, in September 2011 and 
June 2012.  The next meeting is scheduled for January 2013, in Edinburgh, chaired 
by the Exchequer Secretary.  Thereafter they plan to meet biannually.  In addition, 
there is an Inter-government Assurance Board (IAB) jointly chaired by the Scottish 
Government and HMRC officials, to oversee the implementation.  The approach to 
implementation will be the subject of secondary legislation.    
 
A Memorandum of Understanding (MoU) is currently being developed between 
HMRC and the Scottish Government which will set out the roles and responsibilities 
of both HMRC and the Scottish Government during the implementation and 
operation of the SRIT, including the role of HMRC‟s Additional Accounting Officer 
with responsibility for collection of the SRIT.  This is to be approved by Ministers 
from both Governments. 
 
Post-implementation arrangements for tax administration and collection 
The Scottish Parliament will be required to decide on the rate for the Land and 
Buildings Transaction Tax and the Scottish Landfill Tax prior to their implementation 
in April 2015.  When the Land and Building Transaction Tax and the Scottish Landfill 
Tax come into effect, Revenue Scotland will administer the taxes but delegate the 
collection to Registers of Scotland (ROS) and the Scottish Environment Protection 
Agency (SEPA). 
 
The Scottish Parliament will be required to decide on the rate of the SRIT prior to its 
implementation in April 2016.  This rate will then apply to all Scottish taxpayers.  The 
SRIT will be collected by HMRC as part of its role in collecting UK taxes and will 

                                                 
1
 Letter from the Scottish Government Cabinet Secretary for Parliamentary Business and Government Strategy 

to the UK Government Secretary of State for Scotland dated 21 March 2012. 

http://www.scotland.gov.uk/News/Speeches/taxation07062012
http://www.scotland.gov.uk/Publications/2012/06/1301
http://www.scotland.gov.uk/Publications/2012/10/8469
http://www.scotland.gov.uk/Publications/2012/10/3524
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utilise the existing pay-as-you-earn (PAYE) and Self-Assessment tax collection 
systems. A summary of the current and future tax administration and collection 
arrangements is provided in Figure 1. 
 
Figure 1 – Current and future tax arrangements  
 

 
 
Accountability and audit proposals 
HMRC is audited by the National Audit Office (NAO).  The inter-governmental nature 
of the SRIT brings with it a need for cross-border audit arrangements. The UK 
Government stated that with regard to the SRIT it will place “emphasis on ensuring 
that the system is as transparent as possible with the key components either verified 
independently, such as by the National Audit Office, or dependent on independent 
sources such as the Office for Budget Responsibility” (HM Government 2010). 
 
The Command Paper accompanying the Scotland Bill outlined the arrangements that 
the UK Government propose to put in place to ensure accountability in relation to 
HMRC implementing and operating the SRIT.  These include: 
 

 The UK Government will invite the Comptroller and Auditor General (C&AG) 
as head of the NAO to prepare a report to the Scottish Parliament on HMRC‟s 
administration of the SRIT. 

http://www.scotlandoffice.gov.uk/scotlandoffice/files/Scotland_Bill_Command_Paper.pdf
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 The Scottish Parliament will receive a report on the administration of the 
Scottish income tax receipts, as part of the NAO‟s annual report on HMRC‟s 
overall performance. 

 Scottish Parliamentary Committees will be able to request HMRC Accounting 
Officers to give evidence. 

 An HMRC Additional Accounting Officer will be made specifically accountable 
for the collection of the SRIT. 

 The Government will also inform Scottish Ministers in writing of HMRC 
Commissioner appointments. 

HMRC and the NAO 

HMRC is the principal UK revenue-collecting department. Its purpose is to make 
sure that money is available to fund the UK‟s public services, by collecting UK taxes.  
The C&AG has a role in reporting to the UK Parliament on taxation issues, 
specifically: 
 

 Auditing the financial statements which report Income Tax and other tax 
revenue (the HMRC Trust Statement). 

 Reporting on HMRC‟s accounts under Section 2 of the Exchequer and Audit 
Departments Act 1921. This covers the effective assessment, allocation and 
collection of taxes and duties. 

 Reporting on the value for money of government programmes and initiatives. 
 
Revenue collected under the SRIT will be reported in the Trust Statement.  It is not 
yet known if this will be as a separate line in the primary statements, or in the notes 
to the accounts or by some other mechanism. Costs associated with its collection will 
be shown in HMRC‟s Resource Account. The C&AG also has the option of changing 
how it currently reports, or reporting more frequently, as it has done recently on 
“Settling Large Tax Disputes”.  The C&AG has complete discretion over what is 
reported to Parliament. 
 
A list of some recent C&AG reports relating to HMRC is provided in Table 1. 
 
Table 1 – Recent C&AG reports relating to HMRC  
 

Publication date Report title 

August 2012 Review of the data systems for HMRC 

June 2012 HMRC‟s 2011-12 Accounts 

June 2012 Settling large tax disputes 

March 2012 HMRC The compliance and enforcement programme 

November 2011 The expansion of online filing of tax returns 

July 2011 Reducing Costs in HMRC 

July 2011 
PaceSetter: HMRC‟s programme to improve business 
performance 

http://www.nao.org.uk/publications/1213/review_data_systems_hmrc.aspx
http://www.nao.org.uk/publications/1213/hmrc_accounts_2011-12.aspx
http://www.nao.org.uk/publications/1213/settling_large_tax_disputes.aspx
http://www.nao.org.uk/publications/1012/hmrc_compliance__enforcement.aspx
http://www.nao.org.uk/publications/1012/online_tax_returns.aspx
http://www.nao.org.uk/publications/1012/reducing_costs_in_hmrc.aspx
http://www.nao.org.uk/publications/1012/pacesetter.aspx
http://www.nao.org.uk/publications/1012/pacesetter.aspx
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HMRC Accounting Officer 

As mentioned earlier, it was stated in the Command Paper accompanying the 
Scotland Bill that an HMRC Additional Accounting Officer would be made specifically 
accountable for the collection of the SRIT.  It is understood that Mr Edward Troup, 
Tax Assurance Commissioner and second Permanent Secretary at HMRC, has been 
appointed as the “Accounting Officer with responsibility for collection of the Scottish 
rate of income tax”. 
 
The Scottish Public Finance Manual explains that Section 14 of the Public Finance 
and Accountability (Scotland) Act 2000: 
 

“…makes provision for Accountable Officers for the Scottish Administration 
and related bodies plus, separately, the Scottish Parliament Corporate Body 
and Audit Scotland. The essence of the Accountable Officer's role is a 
personal responsibility for the propriety and regularity of the finances under 
their stewardship and for the economic, efficient and effective use of all 
related resources. Accountable Officers are personally answerable to the 
Parliament for the exercise of their functions and have a statutory duty to 
obtain written authority from, as the case may be, the Scottish Ministers or 
relevant governing body before taking any action that they consider may be 
inconsistent with the proper performance of their functions. The system is 
designed to promote good governance” (Scottish Government 2011). 

 
Additionally, the specific responsibilities of Accountable Officers for Other Public 
Bodies are set out in a Memorandum. 
 
The Command Paper accompanying the Scotland Bill stated that Parliamentary 
Committees will be able to request HMRC Accounting Officers to give evidence.  
However, this accountability arrangement is not in statute and full details of the 
Accounting Officer‟s responsibilities are not yet known.  They are likely to be outlined 
in the forthcoming MoU between HMRC and the Scottish Government. 

The role of Audit Scotland  

At present the role Audit Scotland in relation to any aspect of auditing the SRIT will 
depend on how the related revenues and expenditure are accounted for by the 
Scottish Government.    
 

If the expenditure on set-up and maintenance goes through the Scottish 
Government‟s consolidated accounts, which is likely, then it will be subject to audit 
coverage by Audit Scotland under section 22 and 23 of the Public Finance and 
Accountability (Scotland) Act 2000.  Whether or not it is examined in detail will 
depend on whether or not the amount is deemed of a significant size or level of risk.  
The Auditor General also has the discretion to decide whether or not it needs a 
section 22 or section 23 report.  She would base this decision on factors such as 
whether or not it would be of significant public interest.  The revenues could also be 
subject to audit coverage depending on how they are transferred to the Scottish 
Government, although this is less likely. 
 
Until further details are known about how the revenues and expenditure will be 
accounted for, it is not possible to determine the extent of any audit coverage by 

http://www.legislation.gov.uk/asp/2000/1/contents
http://www.legislation.gov.uk/asp/2000/1/contents
http://www.scotland.gov.uk/Topics/Government/Finance/spfm/Accountability
http://www.scotland.gov.uk/Topics/Government/Finance/spfm/Accountability/aomemoother
http://www.legislation.gov.uk/asp/2000/1/contents
http://www.legislation.gov.uk/asp/2000/1/contents
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Audit Scotland.  It is worth bearing in mind that the Audit Scotland would be unlikely 
to duplicate the work of the NAO.  In addition, audit consideration of expenditure 
would be focussed on the nature of the expenditure incurred by the Scottish 
Government and whether this was in line with the arrangements that are established. 
Audit Scotland would not examine how HMRC had accounted for and applied this 
„income‟. 

The role of the Scottish Parliament 

The Scottish Parliament will have a role in scrutinising and considering legislation 
associated with the set-up and implementation of the new tax powers.   The Public 
Audit Committee will also have a role in considering and reporting on any HMRC 
accounts laid before the Parliament, accounts made to the Parliament from either the 
NAO or Audit Scotland and any other document laid before Parliament, or referred to 
it by the Parliamentary Bureau or the Auditor General for Scotland or C&AG, 
concerning financial control, accounting and auditing in relation to public expenditure 
or receipts. In order to inform its deliberations the Committee may require relevant 
Accountable Officers and others (e.g. Ministers) to provide written and/or oral 
evidence (Scottish Government 2011). 
 
 
Scherie Nicol 
Financial Scrutiny Unit 
SPICe 
 
 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or 

respond to specific questions or areas of interest to committees and are not 
intended to offer comprehensive coverage of a subject area. 

 

http://www.scotland.gov.uk/Topics/Government/Finance/spfm/scotparlaudcom

