
 

 

OFFICIAL 

Dear Ms Marra, 

Thank you for your letter of 22 February following the evidence the Committee heard on 4 

February. I am pleased to be able to address the points you raised in your letter.  

 

Impact of Covid-19 on estimate and outturn 

HMRC publishes a provisional estimate and a final outturn for Scottish income tax (SIT) in its 

Annual Report and Accounts publication. The provisional estimate follows a similar approach 

to the forecasts produced by the Office for Budget Responsibility (OBR), and these reflect 

judgements and economic assumptions which include impacts due to Covid-19. 

We are currently reviewing and updating the outturn methodology for the 2019-20 tax year. 

This includes assessing whether any estimated components, such as future expected 

collection rates of income tax liabilities, and the level of Self Assessment (SA) settlement 

agreements, need to be adjusted to reflect any impacts from Covid-19. 

The National Audit Office will audit the outturn and sign it off as part of their wider audit of 

HMRC’s Annual Report and Accounts publication. We continue to work closely with Scottish 

Government officials through the Devolved Analytical Working Group. The Scottish Income 

Tax Board, which is comprised of HMRC and Scottish Government officials, has oversight of 

the methodology. 

 

Compliance risks 

HMRC provides tax gap estimates by tax type, customer group and behaviour. As tax gap 

models are built to estimate the total gaps by tax type, data and modelling techniques do not 

allow for some forms of subgroup analysis to be achieved comprehensively, such as 

analysis for countries or regions of the UK. 

We do not measure the impacts of compliance activity on a regional basis. There is currently 

no evidence to suggest that regional factors have a material impact on customer behaviour. 
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OFFICIAL 

HMRC segments customers into five groups (individuals, small businesses, mid-sized 

businesses, wealthy, large businesses), along with organised criminality, and targets 

resources against risks on a UK wide basis.  

Random enquiry programmes are used to estimate around one third of the total tax gap. We 

use this approach to measure tax gaps for self-assessment (excluding large partnerships), 

PAYE and corporation tax from small businesses. Random enquiry programmes are an 

effective way of measuring these elements of the tax gap, but they are resource intensive 

and costly for taxpayers, HMRC and the Exchequer. We do not currently assess that it would 

be feasible to increase the sample size for random enquiry programmes to allow country and 

regional estimates. This is because of the increased burden on compliant taxpayers who 

would be selected for enquiry, the additional HMRC resource which would need to be 

deployed, and the loss of Exchequer revenue associated with redeployment of compliance 

staff away from yield-bearing work. We will continue to keep the position under review in 

discussion with Scottish Government officials and other interested parties, and will prioritise 

development of the tax gap where most value can be provided to users of our statistics.  

We recognise that from time-to-time risks will emerge in specific industries, regions or tax 

regimes, and we will seek to provide tax gap estimates as to the magnitude of these where it 

is feasible. In the 2020 Compliance Plan we committed to review separately the impact of 

the introduction of Scottish income tax on customer behaviour, and that work is in progress.    

I hope this is a useful summary of our work in these areas. 

 

Yours sincerely,  

 
Ruth Stanier 
Director General, Customer Strategy & Tax Design 
 


