
National Audit Office response to the Public Audit Committee, dated 16 May 

2014 

Thank you for your letter of 7th March 2014, together with a copy of the Committee's 

1st Report, 2014 (Session 4): Framework for Auditing the Scottish Rate of Income 

tax". I am grateful for the opportunity to provide a response to the Committee's 

recommendations.  

I welcome the Committee's acknowledgement (paragraph 27) that the Scottish Rate 

of Income Tax (SRIT) will become operational from 1st April 2016 and that, 

consequently, some of the details of the audit arrangements are still in discussion. 

Nevertheless, your Committee's Report does give us the opportunity to consider 

some of the principles at this stage. 

HM Revenue & Customs and Audit Scotland are responding separately to you and I 

shall therefore comment on the recommendations you make for the National Audit 

Office (paragraphs 3 to 6) and other areas of interest set out in the main body of your 

report. I shall take each of these in turn.  

The Committee has invited the Comptroller and Auditor General (C&AG) to 

specifically comment on the effectiveness of HMRC's processes and 

procedures in identifying Scottish tax payers in his annual reports on the SRIT 

(paragraph 5 supported by paragraphs 99 and 100). I can confirm that I will 

comment on the effectiveness of HMRC's processes and procedures in identifying 

Scottish taxpayers and will comment on this in my annual reports.   

The Committee has recommended that consideration be given to 

strengthening the draft amendment to enable the C&AG to give assurance that 

the information provided by HMRC on the administration and collection of the 

SRIT is reasonably stated (paragraphs 6 supported by paragraphs 109 to 115). 

I will provide assurances on specific performance data (paragraph 110) as far as I 

am able and based on the evidence presented, in addition to what is required under 

statute.  However, at this stage, I do not feel it is appropriate to revise the draft 

amendment as we continue to work with HMRC to consider what will be published as 

part of HMRC’s report. I am currently not required to audit wider performance 

information produced by HMRC and, therefore, would find it difficult to provide 

meaningful assurances on SRIT specific information without undertaking work on 

HMRC's wider performance systems.  

On the actual financial information to be produced by HMRC, I understand that 

HMRC will be including an illustrative set of financial statements in their submission 

to you.  As these will fall within my audit remit, I thought you might find it helpful to 



see an early draft of our audit opinion (Annex), although this may change as our 

discussions with HMRC continue to develop.  

The Committee recommends that Audit Scotland provides additional 

assurance on NAO’s audit of HMRC and the SRIT. We also recommend that 

Audit Scotland works with the NAO on its future priorities for any performance 

audit work on the SRIT (paragraph 19 supported by paragraphs 66 to 76). I am 

pleased that you have acknowledged the legislative framework under which I audit 

HMRC.  I am content to continue to work with Audit Scotland so it can give you the 

extra reassurance that we have done the work reasonably and to work with them to 

help inform my future priorities for any SRIT work I might wish to undertake 

(paragraph 19).  We will draw up a Memorandum of Understanding between our two 

organisations, and share this with the Committee before we agree it (paragraph 20).  

Yours Sincerely, 

 

 

                                                       AMYAS C E MORSE 

   

ANNEX: INDICATIVE C&AG AUDIT REPORT TO THE SCOTTISH PARLIAMENT 

(DRAFT) 

Independent Accountant’s Report to the Scottish Parliament 
 
I have been engaged by HM Revenue and Customs to provide independent 
assurance on the information presented in note XX to HMRC’s Resource Account 
and note YY to HMRC’s Trust Statement relating to the Scottish Rate of Income Tax 
(SRIT). 
 
The information covered by my assurance work consists of: 
 the Scottish rate of income tax for the financial year ended 31 March 201Y; 

 HMRC’s estimate of SRIT revenue for the financial year ended 31 March 201Y 
and the explanation of how this figure has been calculated; and 

 The costs of collecting and administering SRIT. 

Respective responsibilities of HMRC and the Comptroller and Auditor General 
 
HMRC is responsible for maintaining proper accounting records in order to prepare 
the information included in Note X. HMRC is also responsible for providing sufficient, 
appropriate audit evidence to support the figures and disclosures reported in the 
Note. 



 
My responsibility is to provide an opinion on the information in the Note the basis of 
the engagement outlined above. The procedures I adopt depend upon my 
judgement, including an assessment of the risks of material misstatement of the 
information.  
 
Assurance work performed 
 
I have performed this engagement in accordance with the principles of International 
Standards on Assurance Engagements 3000 ‘Assurance Engagements other than 
Audits and Reviews of Historical Financial Information’ issued by the International 
Auditing and Assurance Standards Board. I performed a reasonable assurance 
engagement in accordance with ISAE 3000. The objective of a reasonable 
assurance engagement is to perform such procedures as to obtain information and 
explanations which I consider necessary in order to provide me with sufficient 
appropriate evidence to express a positive conclusion on Note X. 
 
My assurance work included an examination of the information presented in the Note 
to confirm that this is consistent with the underlying accounting records and other 
audit evidence. I examined the methodology for estimating the SRIT revenue for the 
year to ensure this was reasonable and reviewed the calculation of the figure for 
SRIT revenue in the Note to confirm that it had been calculated in line with the stated 
methodology. I confirmed that the explanation of the methodology within the Note is 
consistent with these calculations. 
 
I also examined the methodology for estimating the costs of collecting and 
administering SRIT for the year to ensure this was reasonable and reviewed the 
calculation of the figure for SRIT revenue in the Note to confirm that it had been 
calculated in line with the stated methodology. 
 
Conclusion 
 
On the basis of my procedures, the [information contained within the Note/estimate 
of SRIT revenue] for the year ended 31 March 201Y is fairly stated. 
 
 
 
Amyas Morse 
Comptroller and Auditor General 
 
 
  


