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Wednesday 18 September 2013

 
The Committee will meet at 10.00 am in Committee Room 4.
 
1. Declaration of interests: Hugh Henry will be invited to declare any relevant

interests.
 
2. Choice of Convener: The Committee will choose a Convener.
 
3. Decision on taking business in private: The Committee will decide whether to

take items 5 and 6 in private.
 
4. Section 23 report - Managing early departures from the Scottish public

sector: The Committee will consider a response from the Scottish Government
on the Auditor General for Scotland's report entitled "Managing early departures
from the Scottish public sector".

 
5. Scotland Act 2012: The Committee will consider the written submissions

received and its approach to reporting on a framework for auditing the Scottish
rate of income tax. 

 
6. Work programme: The Committee will consider its future work programme and

working practices.
 
 

Jane Williams
Clerk to the Public Audit Committee

Room T2.60
The Scottish Parliament

Edinburgh
Tel: 0131 348 5207

Email: jane.williams@scottish.parliament.uk



PA/S4/13/12/A

The papers for this meeting are as follows—
 
Agenda item 4  

Section 23 report - Managing early departures from the
Scottish public sector

PA/S4/13/12/1

Agenda item 5  

PRIVATE PAPER PA/S4/13/12/2 (P)
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PAC/S4/13/12/1 

 1  

 

Public Audit Committee 
 

12th Meeting, 2013 (Session 4), Wednesday 18 September 2013 
 

Managing early departures from the Scottish public sector 
 

Note by the Clerk 
 
Background 

1. At its meeting on 29 May 2013, the Committee took evidence from the 
Auditor General for Scotland (AGS) and the Chair of the Accounts 
Committee on their joint report entitled Managing early departures from the 
Scottish public sector. 

2. At that meeting the Committee agreed to request further written evidence 
from the Scottish Government on the use of compromise agreements, the 
potential reemployment of individuals who had received an early departure 
deal or have chosen to retire early; and how the Scottish Government 
supports Audit Scotland’s principles of good practice for early departure 
schemes. The Committee also wrote to Scottish Enterprise seeking further 
written evidence on aspects of their use of early departure schemes. 

3. At its meeting on 26 June, the Committee noted the responses from 
Scottish Enterprise and the Scottish Government but agreed to write to the 
Scottish Government to clarify the reasons why information is not collected 
centrally on the number of compromise agreements used across the wider 
public sector. That response has been received and is attached at Annex 
A. 

4. The Committee is invited to consider the response received. 
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Annexe A 

CORRESPONDENCE FROM THE SCOTTISH GOVERNMENT TO THE 

CONVENER OF THE PUBLIC AUDIT COMMITTEE, 29 AUGUST 2013 

Dear Iain 

Managing Early Departures from the Scottish Public Sector 
 
Thank you for your letter of 28 June on compromise agreements. 
 
These agreements are considered – both by Scottish Government and in our 
arms length bodies – on their individual merits and the criteria and processes 
set out in the Scottish Public Finance Manual. 
 
The Government Financial Reporting Manual (FReM) also requires disclosure 
of such agreements in respect of Management Board members. This 
disclosure includes a description of the payment and the amounts paid in the 
Annual Report and Accounts of relevant public bodies. 
 
Through our sponsor teams, we keep in close touch with the public bodies on 
these settlements, but have not at this time sought to collect central data 
thereto.  We will however keep this under review in the coming period. 
 
Sir Peter Housden 

 

CORRESPONDENCE FROM THE CONVENER OF THE PUBLIC AUDIT 

COMMITTEE TO THE SCOTTISH GOVERNMENT, 28 JUNE 2013 

Dear Sir Peter, 
 
Managing early departures from the Scottish public sector  
 
The Public Audit Committee considered your letter of 21 June 2013 at its 
meeting on 26 June 2013. You will recall I wrote to you on 31 May 2013 
following the Committee’s initial consideration of the report. 
 
In your response to our question about the use and number of compromise 
agreements, you state: 
 

‘The Scottish Government does not collect or hold information centrally 
on the number of compromise agreements used across the wider public 
sector. However, compromise agreements are not used frequently by 
the Scottish Government, only where there are clear business benefits 
for doing so.’ 

 
The Committee would welcome clarification on why such information is not 
collected or held centrally. 
 
Could I invite your response to this point please by 28 August 2013. 
 

http://www.audit-scotland.gov.uk/media/article.php?id=235
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PUBLIC AUDIT COMMITTEE CALL FOR EVIDENCE ON THE INTERIM 
FRAMEWORK FOR AUDITING THE SCOTTISH RATE OF INCOME TAX 

 
SUBMISSION FROM THE CHARTERED INSTITUTE OF TAXATION 

 
 

 Introduction 
 1. The Chartered Institute of Taxation (CIOT) is pleased to submit some brief 

comments in response to the Public Audit Committee’s interim report on the ‘Interim 
framework for auditing the Scottish rate of income tax’. The response also contains 
contributions from our Low Incomes Tax Reform Group (LITRG). 

  
 
 The Committee would welcome views on the relationship between Audit 

Scotland and the National Audit Office in auditing the SRIT. In particular please 
comment on the benefits and disadvantages of the options set out above. 

 2. The objective is surely that the Scottish Parliament has appropriate assurances, 
based on a proper audit, from independent auditors about the Scottish rate of income 
tax (SRIT). The CIOT view is that the National Audit Office is the logical organisation 
to carry out the work: they have the experience of dealing with HMRC and appropriate 
access to relevant data. Using the NAO will be cost-effective, given their familiarity 
with HMRC. 
 

 3. The only question is over the NAO’s capacity to carry out the additional work but we 
assume appropriate assurances about their capacity will be obtained. On the basis 
that these are satisfactory, we therefore support Option 1. 

  
  
 Please comment on the merits or otherwise of legislative change to provide for 

Audit Scotland to have a direct auditing role of HMRC in relation to Scottish 
taxes. If you would support legislative change, to what extent and in what 
circumstances might this power be appropriate?  

 4. We can see that if Scotland obtains independence then it may be thought 
inappropriate for the NAO to carry out an auditing role without at least the involvement 
of Audit Scotland. Even without independence, if HMRC administered a purely 
Scottish tax, it would seem odd not to involve Audit Scotland and to rely solely on the 
NAO. 
 

 5. The result would probably be to follow Option 2. It would still seem more efficient 
and cost-effective for the NAO to do the main audit work on HMRC rather than have a 
second audit organisation have to have powers over HMRC data plus access to its 
staff and records. 

  
  
 The Committee would welcome views on the range and type of performance 

information that should be reported to the Scottish Parliament by HMRC in 
relation to its performance in administering and collecting the SRIT. In 
particular, the Committee would welcome views on the merits or otherwise 
of the criteria identified in paragraph 73.  

 6. The performance information seems reasonable, but it lacks any measure of 
how well the taxpayer is served. It should be possible to develop measures around 
dealing with taxpayer enquiries (phone and post), such as speed of answering the 
telephone and percentage of calls answered. It should also be possible to develop 
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measures for the speed of settling problems and disputes, and the stage at which 
problems and disputes are settled, such as at Internal Review or at Tribunal. Such 
information should be of interest to the Committee. 
 

 7. If the performance information extends to the costs of running SRIT, such costs 
should include estimates of the costs incurred by taxpayers as well as by HMRC. That 
is necessary to achieve a full picture of costs and to monitor ‘cost displacement’, ie 
when apparent savings by the central authority are simply mirrored by increased costs 
for taxpayers and their agents.  

  
 
 How should any performance information be reported to the Parliament, for 

example directly by HMRC (and available for comment by the National Audit 
Office); or by the Scottish Government based on information provided to it by 
HMRC (which would then also be available for comment by Audit Scotland) or 
by another mechanism?  

 8. We feel that the simplest route would be for HMRC to report the required 
information to Parliament. The NAO could give assurances over the processes used 
to develop the data as required. 

  
 
 To what extent should the proposed extract provided by HMRC to the Scottish 

Parliament include financial information such as losses, assets and liabilities so 
that the NAO would be able to provide an annual audit opinion on the extract?  

 9. The answer to this question has to be dictated by what the Scottish Parliament 
wants. We suspect the answer to that is in terms of Parliament receiving a proper 
accounting for SRIT. That implies more than simply the amount received by HMRC on 
behalf of the Scottish Parliament. It should cover losses (ie uncollectible items) and 
amounts due (with provision for uncollectible items if appropriate); ideally there should 
be a reconciliation to the amount that was expected to be collected.       

  
 
 The Committee would welcome views on the merits of the different mechanisms 

listed above by which the HMRC and the NAO could provide reports such as 
SRIT extract and additional performance information to the Scottish 
Parliament?  

 10. HMRC already produce a published annual report, which sets out their 
stewardship of the UK’s tax system. We think that the same principle should govern 
reports on the SRIT. The end result must be published reports on the yield and the 
operation of the tax; it is appropriate that such reports go via the Scottish Parliament, 
who formally publish them. We can see that both options would provide the relevant 
data and have no preferences over which route is followed. 

  
 
 The Committee would welcome views on what, if any, information relating to the 

trends in tax collection the Scottish Government should provide the Scottish 
Parliament? When should such information should be provided (such as at the 
same time as the NAO reports on the HMRC‘s annual accounts)?  

 11. This should be part of the annual reporting of the SRIT: as well as simple yield 
figures, there needs to be data on how the collection process is doing. And such 
figures need to show trends, ie how the various figures are moving, year on year. 
 

 12. We think as part of this reporting the cost of collections needs to be shown. At one 
level that is easy – the amount paid to HMRC for collecting the tax. But ideally there 
would be some assessment of the cost to taxpayers of complying with the SRIT.  
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13. Reducing this figure – or at least ensuring it does not increase – should be of 
equal importance to increasing the overall yield. 

  
 
 More generally the Committee would welcome views on how any commitments 

to provide additional information to the Scottish Parliament by the Scottish 
Government, or HMRC (and which are not currently contained in the MoU or 
Section 33 implementation reports) should be made public. Options might 
include through:  
 

 publication on the Public Audit Committee‘s webpage of the relevant 
correspondence confirming the information to be provided;  

 some form of an agreement between the Public Audit Committee (or the 
Parliament) and the relevant stakeholder;  

 the agreed MoU between the Scottish Government and HMRC updated to 
reflect any relevant commitments.  

 14. We prefer Option (a). 
  
 
 The first implementation report is due to be laid in the Scottish Parliament in 

May 2013. The Committee would welcome comments on the adequacy and 
range of information contained within the first implementation report.  

 15. Noted: we will endeavour to comment on the report. 
  
 
 The Committee would welcome comments on any other aspect of this report or 

on any aspects of the audit arrangements for the SRIT not contained within this 
report. 

 16. We would suggest provision is made for a review of the costs of implementing and 
running the SRIT once it has bedded down – say in 2017. We note in particular the 
comment in para 11 of the report that the costs in the RIA are for a ‘low visibility’ 
system. The CIOT has always been of the view that the Scottish public will expect 
more information to be provided – to receive a breakdown of their income tax bills 
between UK tax and SRIT, on their P60s if not their monthly payslips. 
 

 17. One specific issue that we think should be subject to careful review is the process 
for identifying Scottish taxpayers. That is clearly at the heart of the whole SRIT; we 
think that the audit should, at least for the first years, specifically review the 
effectiveness of the process.   

  
 
 The Chartered Institute of Taxation 
 18. The Chartered Institute of Taxation (CIOT) is the leading professional body in the 

United Kingdom concerned solely with taxation. The CIOT is an educational charity, 
promoting education and study of the administration and practice of taxation. One of 
our key aims is to work for a better, more efficient, tax system for all affected by it – 
taxpayers, their advisers and the authorities. The CIOT’s work covers all aspects of 
taxation, including direct and indirect taxes and duties. Through our Low Incomes Tax 
Reform Group (LITRG), the CIOT has a particular focus on improving the tax system, 
including tax credits and benefits, for the unrepresented taxpayer.  
 
19. The CIOT draws on our members’ experience in private practice, commerce and 
industry, government and academia to improve tax administration and propose and 
explain how tax policy objectives can most effectively be achieved. We also link to, 
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and draw on, similar leading professional tax bodies in other countries. The CIOT’s 
comments and recommendations on tax issues are made in line with our charitable 
objectives: we are politically neutral in our work. 
 
20. The CIOT’s 16,800 members have the practising title of ‘Chartered Tax Adviser’ 
and the designatory letters ‘CTA’, to represent the leading tax qualification.   
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Disaggregated HMRC performance data for Scottish rate of income tax 

The Scottish Parliament Public Audit Committee has asked HMRC to explore with 
the Scottish Government the scope for publishing information on the department’s 
performance in dealing with Scottish taxpayers, in the following areas: 

 Compliance; 

 Prosecution rates; 

 Error and fraud levels; 

 The tax gap; 

 Proportion of tax debt arising in the year that is cleared within 90 days (debt 
roll rate); and 

 Taxes written off and tax dispute settlements. 
 

HMRC will operate the Scottish rate of Income Tax as part of the integrated UK 
income tax system.  There are significant advantages for both taxpayers and their 
employers to have a single system of income tax covering the whole country, rather 
than a separate collection system for Scotland – this is particularly important for 
employers operating across the UK, and for individual taxpayers who may move 
from one part of the country to another. 

The Scottish Government will bear the direct additional cost of operating the Scottish 
rate, including the cost of identifying Scottish taxpayers, maintaining records of their 
status, issuing tax codes which ensure that they pay tax at the Scottish rate, and 
checking compliance.  They will not pay the basic cost of the operation of the income 
tax system for Scottish taxpayers, so the continuing operation of the PAYE and Self 
Assessment systems for Scottish taxpayers, and activity to ensure compliance and 
debt collection, will be the responsibility of the UK Government.  HMRC has 
committed to continue to operate these systems even-handedly across the UK. 

Where activity is financed by the Scottish Government, for example to identify and 
maintain records of Scottish taxpayer status, HMRC will provide full performance 
information against agreed standards of service to taxpayers.  Details of this 
information will be agreed once the relevant processes have been designed. 

For other activities which will continue to be operated on a national basis, it is difficult 
to disaggregate the information requested because of the integrated nature of the tax 
system.  Income Tax is collected either via employers, through PAYE, or directly 
from taxpayers via Self Assessment, and is collected alongside National Insurance 
Contributions and other taxes such as Capital Gains Tax.  HMRC performance 
measurement statistics are not designed to distinguish on a regional basis or, in 
some cases, between revenue from different taxes. 

This note looks at the issues involved in the various areas proposed by the 
Committee. 

Compliance 

HMRC publish information quarterly on the total amount of money raised from 
compliance activity to tackle individuals and businesses that have not paid the tax 
that is due, and the amount of revenue protected by changes to legislation or 



PAC/S4/13/12/5 

 

guidance.  This is a UK-wide figure, and is not broken down between taxes or by 
region. 

Because this will include amounts collected from UK-wide employers, and will often 
involve settlements in respect of liability for more than one tax, it would not be 
possible to produce equivalent figures for Scotland only.  A change to HMRC’s 
recording systems could require compliance officers to record the yield from 
compliance activity in respect of Scottish individuals who complete Self Assessment 
returns and small employers in Scotland, where Scottish income tax is involved.  
This would not be comparable with the published UK figures.  There would be a cost 
of up to £100,000 to make the changes to the recording system. 

The Tax Gap 

The tax gap is an annual measure and is defined as the difference between the tax 
theoretically due and the tax actually collected.  It is published on the Internet and 
the report contains a breakdown of the tax gap across a number of different taxes – 
section 6 refers to Income Tax, National Insurance Contributions (NICs) and Capital 
Gains Tax. The most recent report relates to tax due in 2010-11. 

The figure for Income Tax, NICs and Capital Gains Tax consists of separate 
estimates for: 

 Individuals and partnerships in Self Assessment; 

 Small and medium-sized employers; 

 Large employers; 

 Hidden Economy; and 

 Avoidance. 
 

The figures for employers and individuals are mainly drawn from HMRC’s random 
enquiry programme, which involves conducting additional enquiries into the affairs of 
a random selection of taxpayers to obtain statistical data on the rate of 
misdeclaration of income. The hidden economy figures are drawn from data 
matching and illustrative estimates, while the avoidance estimates are produced by 
reference to HMRC’s register of avoidance schemes.  

Where components of the measure are based on estimates, we would not have 
sufficient data to make meaningful estimates in respect of Scottish taxpayers alone.  
The elements of the measure which are based on data from the random enquiry 
programme could be provided separately for Scotland, but it would not be possible to 
separate amounts for income tax from other taxes. 

To provide separate Scottish figures from the random enquiry programme, it would 
be necessary to use data drawn from a number of years which would make it difficult 
to draw conclusions about the effect of HMRC performance. 

Debt 

HMRC publish the debt balance and debt roll rate as part of their Annual Report and 
the former is also included in the quarterly business plan indicators. The debt 
balance is the total amount of debt that is overdue for payment and collectible now. 
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The debt roll rate is the proportion of tax debt (for Corporation Tax, Self Assessment, 
PAYE) that is cleared within 90 calendar days.  

Although it would be possible to identify debts owed by Scottish taxpayers who 
complete Self Assessment tax returns, it would not be possible to distinguish 
amounts recovered in respect of Income Tax from other taxes.  Where debts are due 
from UK-wide employers in respect of PAYE tax, it would not be possible to 
distinguish amounts due in respect of Scottish taxpayers. 

Prosecutions 

HMRC do not routinely publish prosecution rates.  It is HMRC policy not to disclose 
prosecution data by location for operational reasons. 

Write-offs 

An estimate of the amount of Scottish Income Tax written off will be required for the 
accounts HMRC will publish to show the revenues from the Scottish rate.  The 
presentation of those accounts is under consideration. 

Conclusion 

The following information could be produced:  

 partial information on cash collected from compliance activities involving Scottish 
taxpayers, excluding information on those employed by UK-wide employers; 

 An assessment of underpayment as a result of fraud and error in respect of 
Scottish taxpayers who complete Self Assessment tax returns and small 
employers based in Scotland, but not Scottish taxpayers working for UK-wide 
employers, and not split between Income Tax and other taxes; and 

 Performance in relation to tax and NICs debts (roll rate) owed by Scottish 
taxpayers who complete Self Assessment tax returns. 
 

This information does not give a complete picture of Scottish taxpayers as a whole. 
In particular, there would be no disaggregated information about compliance activity 
or tax at risk in respect of Scottish taxpayers employed by UK-wide employers.  This 
would make it impossible to make meaningful comparisons with figures for the rest of 
the UK. 

HMRC operates the income tax system on a UK-wide basis and will continue to do 
so, making no distinction between tax due from Scottish taxpayers and from those in 
the rest of the UK.  Compliance activity is targeted based on an assessment of risk, 
not on a geographical basis.  This makes it difficult to produce disaggregated figures 
for Scotland.   

Devolution Team, HMRC 

27th June 2013.  
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