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Dear Ms Stafford, 

The Administration of Scottish income tax 2019/20 

At its meeting on 4 February, the Scottish Parliament’s Public Audit and Post-

legislative Scrutiny Committee took evidence from the Comptroller and Auditor 

General (C&AG) and the Auditor General for Scotland (AGS) on their respective 

reports, Administration of Scottish income tax 2019-20  and Administration of 

Scottish income tax 2019/20. Following the evidence session, the Committee agreed 

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

number of issues arising from the reports. 

 

Impact of Covid-19 on estimate and outturn 
 
As you are aware, the report from the C&AG notes that the COVID-19 pandemic is 

having a significant impact on the economy and, therefore, on receipts from taxes. It 

further advises that HMRC’s compliance and debt collection activities have also 

reduced as a result of the impact of COVID-19 on the Department’s capacity, 

measures taken to allow taxpayers more flexibility in making payments and the 

ability to physically engage with businesses and individuals.1  

 
The report recommends that HMRC consider how it reflects the impact of Covid-19 

in its calculation of the revenue outturn and estimate for futures years, including 

                                            
1 https://www.nao.org.uk/wp-content/uploads/2021/01/Administration-of-Scottish-income-tax-2019-20-
.pdf 
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consideration of what additional data might be available to refine the calculation and 

better reflect the uncertainties caused by the pandemic.2 The AGS comments in his 

report that it will be important that the Scottish Government and HMRC keep 

estimation methodologies under review as more data becomes available to ensure 

they are as accurate as possible.3 

 

In your letter of 26 November 2020,4 you set out the changes that have been made 

to the outturn methodology as a result of your discussions with HMRC.  

The Committee would be grateful if you could set out what further discussions 

you have had with HMRC that provide reassurance that they have right 

procedures in place to ensure that future estimates that affect provisional and 

final outturns are robust as possible given the likely increased need for 

estimation and the greater uncertainty due to Covid-19.  

Compliance risks 

 

The report from the C&AG notes that HMRC continues to assess compliance risk for 

Scottish taxpayers in the same manner as it does for the entire UK taxpayer 

population; through its Strategic Picture of Risk. The C&AG notes that HMRC does 

not consider geographical variations in the level of compliance risk, or the relative 

success of compliance activity in Scotland compared with the rest of the UK. The 

Committee understands that the Committee of Public Accounts has recommended 

that HMRC should consider the benefits and challenges of estimating a Scotland-

specific tax gap (being the difference between the amount of tax that should be paid 

and what is actually paid).5  

 

The AGS comments in his report that further consideration of both the relative 

success of compliance activity in Scotland and the Scotland-specific tax gap would 

help assess whether any Scottish income tax compliance risks are emerging. He 

notes that this would help the Scottish Government to understand the compliance 

risks better, and any implications for its future tax policies.6 

 

The Committee considers that it would be helpful to have both an estimate of a 

Scotland-specific tax gap and information about the relative success of 

compliance activity in Scotland. The Committee would be grateful if you could 

                                            
2 https://www.nao.org.uk/wp-content/uploads/2021/01/Administration-of-Scottish-income-tax-2019-20-
.pdf 
3 https://www.audit-scotland.gov.uk/uploads/docs/report/2021/srit_210122.pdf 
4 https://www.parliament.scot/S5_Public_Audit/General%20Documents/Scottish_Income_Tax_-
_Governance_-_Correspondence_-_DGEx_to_PAPLS_-_201126.pdf 
5 https://www.nao.org.uk/wp-content/uploads/2021/01/Administration-of-Scottish-income-tax-2019-20-
.pdf 
6 https://www.audit-scotland.gov.uk/uploads/docs/report/2021/srit_210122.pdf 
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indicate whether the Scottish Government supports these actions and, if so, 

what discussions it is having with HMRC to take this forward. 

I look forward to receiving a response by Friday 12 March. 

 

Yours sincerely, 

 

Jenny Marra MSP 
Convener 

 

 


