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Finance Committee 
 

15th Meeting (Session 4), Wednesday 14 May 2014 
 

Scotland Act 2012 
 
Purpose 
 
1. The purpose of this paper is to provide background to the Committee’s evidence 
session with Her Majesty’s Revenue and Customs (HMRC) in relation to the 
implementation of the Scotland Act 2012 (“the Act”). 
 
2. Both the Scottish and UK Governments are required to bring forward reports under 
section 33 of the Act which set out progress on the implementation of the financial 
provisions. The implementation reports from the Scottish Government and the UK 
Government have now been laid before the Parliament. 
  
3. The first set of implementation reports was published in May 2013 and the 
Committee took evidence from the Cabinet Secretary for Finance, Employment and 
Sustainable Growth, HMRC and the Chief Secretary to the Treasury in connection with 
those reports. The Committee published a report in October 2013 on the 
implementation of the Act in which it made a number of recommendations in relation to 
the ongoing work on implementation. The Scottish Government responded to the 
Committee’s report in January 2014. 
 
4. In addition to the evidence taken from the Cabinet Secretary for Finance, 
Employment and Sustainable Growth on 7 May and the session on 14 May, the 
Committee is expected to take evidence from the Exchequer Secretary to the Treasury 
on 11 June. 
 
Scottish Rate of Income Tax (SRIT) 
 
Costs 
5. HMRC has indicated that the overall estimated costs of implementation are likely 
to be below the estimate provided in November 2010, “with the total cost in the region of 
£35 to £40 million” rather than the earlier estimate of £40 to £45 million. The Scottish 
Government states that costs to date amount to approximately £1 million of which 
£183,000 was incurred in 2012-13 and £790,393 in 2013-14. This compares with 
estimates in the previous report of £165,141 in 2012-13 and £1.5 million in 2014-15. 
The report notes that “SG officials working on the project believe that the activities 
giving rise to these costs were incurred on relevant project and programme work, and 
that the work was necessary to deliver the required outcomes”. 
 
6. The UK Government report provides a breakdown of the non-IT costs which are 
now estimated at £25 million compared to the previous estimate of £30-35 million.  The 
cost breakdown is as follows— 

http://www.scotland.gov.uk/Publications/2014/04/5131/0
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/308446/40078_Un-Act_Implementation_accessible.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/308446/40078_Un-Act_Implementation_accessible.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/68801.aspx
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/68801.aspx
http://www.scottish.parliament.uk/S4_FinanceCommittee/letter_from_JS_on_Scotland_Act_report.pdf
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 £8.9 million for issuing direct communications to Scottish taxpayers 
 £4.45 million for the production of additional PAYE coding notices 
 £4.2 million for project delivery costs 
 £4.2 million for communications and publicity related activity 
 £3.2 million covering the remaining areas of impact and associated customer 

contact. 
 
7. In terms of the estimated IT costs, the report states that the implementation project 
“will work closely with HMRC’s IT supplier in the next financial year to agree a firmer 
and more robust estimate of the IT costs of implementation”. The current estimate of 
costs for this element is £10 million to £15 million. The report notes that the cost may be 
higher than the previous £10 million estimate— 
 

“because of the need to accommodate the solution agreed to ensure that the 
correct amount of relief is given for pension contributions to relief as source 
schemes, and because HMRC have sought to introduce automated processes 
rather than manual wherever possible.” 

 
8. The report goes on to state that “Pension providers will be given until 2018 to 
develop systems to ensure that Scottish taxpayers receive the right amount of tax relief 
by adjusting the amount that pension schemes claim from HMRC on their behalf.” 
   
Identifying Scottish taxpayers 
9. When the Committee took evidence from HMRC on 8 May 2013, the issue of 
identifying Scottish taxpayers to allow them to be appropriately recognised by HMRC 
systems and to enable HMRC to issue relevant notices was discussed. At that meeting, 
HMRC explained the process involved in this work as follows— 
 

“We plan to do a scan of our systems. We will get all the addresses out and 
really examine them. We need to consider factors such as how many people 
have given us post office box numbers for their tax correspondence and how out 
of date our data sets are. We can check our address data against third-party 
sources—there are other databases available that have people’s addresses—to 
see how much they match. 
 
We will do that to determine the accuracy of our existing address data, but we 
then need to design a process for contacting people, how they could dispute a 
ruling from us about whether they were within the Scottish rate and what sort of 
checks we might want to do against external sources to try to check when people 
were not necessarily giving us the right answer.” 

 
10. The UK Government implementation report indicates that the implementation 
project will continue to develop the approach to identifying taxpayers during 2014-15. 
The report states that— 
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“This will primarily be based on a further examination of HMRC data that can be 
used to determine a taxpayer’s place of residence. Work will be undertaken to 
assess the level of accuracy of this information and associated cost implications 
identified if further work is needed to improve the quality of the data held.” 

 
Informing taxpayers of amount of SRIT paid 
11. The UK Government report notes that the decision on how to inform Scottish 
taxpayers of the amount of SRIT they pay is for the Scottish Government. The report 
states that the Scottish Government, in light of consultation with representatives of 
employers, pension payers and payroll operators— 
 

“has asked for the Scottish rate to be shown separately in HMRC’s online Tax 
Calculator, which enables individuals to estimate how much income tax they 
would pay…and in the annual Tax Summary provided by HMRC that will show 
individuals how their income tax was calculated for the previous year.” 

 
12. The report also notes that employers will be required to show SRIT separately in 
the P60 statement issued to taxpayers after the end of the tax year. HMRC will consult 
employers on the specific changes required to the P60. 
 
Land and Buildings Transaction Tax (LBTT) 
 
13. The UK Government report sets out the work that has been undertaken in relation 
to arrangements for switching off Stamp Duty Land Tax (SDLT) in Scotland to reflect the 
introduction of LBTT. The report states that— 
 

“The changes to HMRC’s IT and business systems for switching off SDLT in 
Scotland have been identified in consultation with the Scottish Government. The 
Scottish Government will continue to supply HMRC with land transaction data 
after devolution to support HMRC’s cross-tax compliance work and the work of 
other agencies (including the Valuation Office Agency).” 
 

14. The total estimated cost of the SDLT implementation project is estimated by 
HMRC to be in the region of £1 million, including “about £700,000-£800,000 for IT 
changes to close HMRC’s systems for Scottish transactions and provide a channel for 
Revenue Scotland to deliver Scottish transaction data to HMRC after April 2015 for 
wider tax compliance purposes”. In 2013-14 HMRC invoiced the Scottish Government 
for £147,609 in respect of this work. 
 
15. In the evidence session with HMRC in May 2013, the Committee sought 
clarification on the SDLT rules which provide that the effective date for completion of 
transactions is normally the date of settlement but that it may be earlier if “substantial 
performance” of the transaction occurs before this date. HMRC explained that this 
approach reflected efforts to prevent people deferring payment of SDLT and that they 
were working with the Scottish Government and Revenue Scotland to ensure that there 
is “clear guidance and clear rules to avoid double tax charges”. 
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16. The implementation report states that— 
 

“From the date of transition, returns will not be accepted by HMRC in respect of 
land transactions in Scotland. Comprehensive customer guidance will be 
available in advance of this change, in line with the joint approach to 
communications agreed with the Scottish Government.” 

 
Scottish Landfill Tax 
 
17. Regarding progress since the last implementation report, the report states that 
“HMRC has been able to agree that any costs associated with the disapplication of 
Landfill Tax in Scotland will not be passed on to the Scottish Government”. This 
agreement is explained as being due to the relatively small number of Landfill Tax 
operators affected by the changes and that relatively few changes to HMRC’s systems 
are required. 
 
18. In terms of further steps that will be taken during 2014-15, “the project will focus on 
communicating the changes to Landfill Tax, ensuring that those affected are aware of 
the implications. HMRC will continue to work with the Scottish Government to develop 
appropriate messages. This will include changes to the landfill communities fund and 
the introduction of processes for implementing the 2 year transitional period set out in 
the Command Paper”. 
 
Conclusion       
 
19. The Committee is invited to consider the above issues in taking evidence from 
HMRC.  
 

Catherine Fergusson  
Senior Assistant Clerk to the Committee 
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