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As you are aware, under the settlement for the Scotland Act 2012, it was agreed that the
Scottish Government would pay the costs incurred as a result of implementing and
administering the financial provisions. In respect of the Scottish Rate of Income Tax (SRIT)
provisions, the main costs are attributable to work that HMRC is doing as the body
responsible for the collection and management of SRIT as part of the UK income tax system.
Edward Troup, HMRC's Second Permanent Secretary and Additional Accountable Officer for
the SRIT appeared before the Finance Committee on 28 October. He confirmed the
estimates for implementation remain between £30m - £35m, as reported in the UK
Government's Third Annual Report on the Implementation and Operation of Part 3 (Financial
Provisions) of the Scotland Act 2012 in March this year, as well as providing an update on
potential running costs.
The UK Government's March report identified that the Department of Work and Pensions
(DWP) was also making changes to its systems to reflect the introduction of SRIT. DWP
need to make changes to ensure that its systems recognise and process information on
Scottish taxpayers from April 2016 in the way they currently do for UK taxpayers. At this
time, DWP estimates the implementation costs associated with this work to be £1.8m, with
no ongoing running costs.
My officials have worked with DWP's SRIT Project Team to: understand the work being done
by DWP to ensure that DWP is compliant with SRIT; identify the changes that are being
incurred wholly and necessarily as a result of SRIT's introduction and their associated costs;
and, agree appropriate governance arrangements to allow the Scottish Government to work
with DWP to scrutinise these costs and achieve value for money.
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I enclose a copy of the exchange of letters between officials within the Scottish Government
and DWP agreeing the arrangements under which our organisations will work together and
make the changes necessary to ensure a smooth implementation of SRIT from April 2016.
These arrangements, while taking into account the different role and estimated
implementation costs of DWP, are closely modelled on the Memorandum of Understanding
in place for SRIT between the Scottish Government and HMRC.
The arrangements apply only to the implementation of the Scottish income tax powers
introduced under the Scotland Act 2012 and, therefore, will be reviewed or replaced at such
time as any further income tax powers are devolved to the Scottish Parliament.
I am writing in similar terms to the Conveners of the Finance and Public Audit Committees.

JOHN SWINNEY

Encl. Exchange of letters on the Arrangements between the Scottish Government
and the Department of Work and Pensions for the Scottish Rate of Income Tax
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