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FINANCE COMMITTEE 
 

AGENDA 
 

11th Meeting, 2014 (Session 4) 
 

Wednesday 2 April 2014 
 
The Committee will meet at 9.30 am in Committee Room 5. 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 3, 4, 5 and 6 in private. 
 
2. Revenue Scotland and Tax Powers Bill: The Committee will take evidence on 

the Bill at Stage 1 from— 
 

Eleanor Emberson, Director of Financial Strategy and Head of Revenue 
Scotland, Scottish Government; 
 
John Kenny, Head of National Operations, Scottish Environment 
Protection Agency; 
 
John King, Director of Registration, Registers of Scotland; 
 

and then from— 
 

John Swinney, Cabinet Secretary for Finance, Employment and 
Sustainable Growth; Eleanor Emberson, Director of Financial Strategy and 
Head of Revenue Scotland, and Colin Miller, Tax Management Bill Team 
Leader, Scottish Government. 
 

3. Proposed Contingent Liability: The Committee will take evidence from— 
 

Shona Robison, Minister for Commonwealth Games and Sport, David 
Patel, Deputy Director, Sara Lightbody, Special Projects Manager, and 
Derek Glover, Finance Business Partner, Scottish Government. 
 

4. Courts Reform (Scotland) Bill: The Committee will consider a draft report. 
 
5. Assisted Suicide (Scotland) Bill: The Committee will consider its approach to 

the Financial Memorandum. 
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6. Food (Scotland) Bill: The Committee will consider its approach to the Financial 
Memorandum. 
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Finance Committee 
 

11th Meeting, 2014 (Session 4), Wednesday 2 April 2014 
 

Revenue Scotland and Tax Powers Bill 
 
Purpose 

1. The purpose of this paper is to provide a summary of issues raised in the 
Committee’s consideration of the Revenue Scotland and Tax Powers Bill (RSTP 
Bill) to inform evidence-taking from Revenue Scotland, Registers of Scotland 
(RoS) and the Scottish Environment Protection Agency (SEPA) and then from the 
Cabinet Secretary for Finance Employment and Sustainable Growth. 

2. Also attached to this paper is the six monthly update from Revenue Scotland, 
RoS and SEPA on the implementation of the devolved taxes. 

3. The paper also sets out issues in relation to the Financial Memorandum of 
the Bill, as compared to the FMs for the Land and Buildings Transaction Tax 
(LBTT) Bill and the Landfill Tax (LfT) Bill.  

Structure of Revenue Scotland 

4. In evidence at Stage 1 of the RSTP Bill, views have been expressed in 
relation to the structure of Revenue Scotland, specifically whether the chief 
executive of Revenue Scotland should also be a member of the Revenue Scotland 
Board. 

5. At its meeting on 19 February, the Committee took evidence from the Bill 
team which explained the rationale behind the approach in the Bill in “simple 
terms, the thinking is that the job of the board will be to hold the executives, 
including the chief executive, to account.” Expanding on this, the Bill team stated— 

“If the chief executive and other members of the executive team were 
members of the board, there is a danger that it would become much more 
difficult for the board to hold the chief executive to account. Particularly with a 
small board of five to nine members, if one or more were executives, the 
danger is that we would be placing rather too much authority in the hands of 
the chief executive, who will, of course, also be the accountable officer for 
revenue Scotland.” 

6. A number of witnesses expressed the opposite opinion, setting out their 
views as to the importance of having a board comprising both non-executive and 
executive members. John Whiting of the Chartered Institute of Taxation spoke of 
his experience of a mixed membership board as a non-executive director of 
HMRC— 

“From my experience of being a board member at HMRC, that structure 
works. We are trying to take a regular team approach, with people who know, 
trust, and deal with one another regularly. That does not stop us challenging.” 

http://www.scottish.parliament.uk/parliamentarybusiness/Bills/70929.aspx
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7. This view was echoed by ICAS who said— 

“Revenue Scotland is going to be primarily operational and, if it is to have a 
proper handle on how operations are running, the chief executive needs to 
be on the board of revenue Scotland as a member of revenue Scotland. It 
would all pull together much better if the board had that mixture of executive 
and non-executive members.” 

8. The Law Society of Scotland expressed a similar viewpoint, saying— 

“There are so many technical issues that revenue Scotland would have to be 
involved in – in relation to the administration and collection of taxes, policy 
and so on – that it makes a lot more sense for the chief executive, who has 
the greatest knowledge of those things, to be on the board.” 

Respective Roles of Revenue Scotland/RoS and SEPA 

9. In its Stage 1 reports on both the LBTT Bill and the LfT Bill, the Committee 
made recommendations in relation to the clarity about the respective roles of 
Revenue Scotland, RoS and SEPA, particularly in relation to compliance activity. 

10. Responding to these recommendations, the Government agreed that the 
delineation of the respective roles was a priority. In its response to the 
Committee’s report on the LfT Bill, the Scottish Government stated— 

“The Cabinet Secretary for Finance, Employment and Sustainable Growth 
has written to the Delegated Powers and Law Reform Committee accepting 
Committee’s strong recommendation ‘that the Scottish Government improve 
the transparency and accountability of the delegation of functions from the 
Tax Authority to SEPA by requiring publication of any such delegation’. The 
Scottish Government will reflect on how best to give effect to this in the 
forthcoming Revenue Scotland and Tax Powers Bill.” 

11. In his briefing on the Bill1, the Committee’s adviser notes that— 

“Section 4 gives Revenue Scotland (RS) the power to delegate functions 
relating to LBTT to the Keeper of the Registers of Scotland [the Keeper] and 
functions relating to SLfT to the Scottish Environment Protection Agency 
[SEPA] but secures both RS’s power to direct how delegated powers are to 
be exercised and its continuing responsibility for those functions. Except 
where publication would prejudice the effective exercise of its functions, 
information on delegations and directions to the Keeper and SEPA must be 
published by RS and laid before the Scottish Parliament.” 

12. In the six monthly update, further information has been provided about the 
ongoing work on delineating the responsibilities of the respective organisations. 
The update states that tables setting out the responsibilities have been “shared for 
agreement” and that these “will be formalised in due course into Schedules of 
Delegation, which the Board of Revenue Scotland will consider when it is formally 
constituted”. 

                                            
1
 http://www.scottish.parliament.uk/S4_FinanceCommittee/Adviser_Briefing.pdf 
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13. The update also explains that “Memoranda of Understanding describing the 
working relationships between RS, RoS and SEPA during the set-up phase to 
April 2015 have been drafted and are in the process of being signed off formally by 
RoS and SEPA”. 

14. The issue of delegation of functions was raised in evidence by the Law 
Society of Scotland who stated that— 

“There were very good reasons for large quantities of administrative functions 
being delegated to other aspects concerned with the administration of 
transactions under the land and buildings transaction tax or the landfill tax. It 
makes sense that the agencies that are involved in those transactions would 
also be responsible for administration of the tax. 

I am sure that that is what is currently proposed, but a power to allow revenue 
Scotland to delegate everything to either of those—or indeed other—agencies 
in due course strikes us, as a matter of principle, as being a bit wide.” 

Original cost estimates for administration of the devolved taxes 

15. In June 2012, the Government placed in SPICe a document containing the 
estimated costs of administering the two devolved taxes (attached at Annexe B). 
The document sets out the estimated costs (to April 2020) for the administration of 
the devolved taxes by HMRC (“Option A”) as compared to the estimated costs for 
the establishment of Revenue Scotland and administration of the devolved taxes 
by it, Registers of Scotland (RoS) and SEPA over the same period (“Option B”). 
Whilst the document did not provide a detailed breakdown of the basis for these 
estimated costs, the estimate for option B was 25% lower than for option A 
(£16,706,000 as compared to £22,274,000). 

16. The FMs for the LBTT and LfT Bills contained identical figures for the setting 
up and running of Revenue Scotland over a five-year period. When added to the 
estimated set-up and running costs for the collection of both taxes by RoS and 
SEPA, the overall total cost was £16,706,000. 

Revenue Scotland and Tax Powers Bill: Financial Memorandum 

Costs to the Scottish Government 
17. The RSTP Bill’s FM states that “the initial estimates of the costs of 
establishing and running the devolved taxes have been reviewed and revised.” 
(para 10) It goes on to state, however, that— 

“The total for the areas of cost set out at paragraph 7 above remains £16.7m. 
The revised costs are directly comparable with HMRC’s estimate for 
administering two ‘like for like’ taxes to SDLT and LfT and continue to reflect 
the 25% saving originally identified by the Scottish Government.” (para 11) 

18. The RSTP Bill’s FM further states that— 

“Alongside those revisions to previously estimated costs, additional costs 
have been identified in relation to three areas not included in previous cost 
estimates, and outwith the scope of HMRC’s comparable estimate.” (para 12) 
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19. The FM provides a table summarising the total estimated costs of the Bill 
(containing both revised and new costs) after paragraph 15. This is reproduced 
below: 

Summary of costs Purpose  Total cost over period 
July 2013-March 2020 (£000) 

Revenue Scotland staff set-up  1,810 

Revenue Scotland non-staff set-up  455 

Revenue Scotland staff running costs  6,550 

Revenue Scotland non-staff running 
costs  

3,700 

RoS staff set-up  250 

RoS non-staff set-up  85 

RoS staff running costs  1,200 

RoS non-staff running costs  425 

SEPA set-up  625 

SEPA running costs  1,600 

Total for revisions of costs 
previously estimated for LBTT and 
SLfT  

16,700 

ESTIMATES FOR NEW ACTIVITY 

Additional compliance activity in FY 
2015-16  

230 

IT investment in Revenue Scotland  1,500 

Set-up and running of Scottish Tax 
Tribunals  

730 

Costs to SEPA of processing and 
administering SLfT from illegal dumping  

1,050 

Total estimate for new activity  3,510 

Total  20,210 

 
20. When asked in stage 1 evidence on the LBTT Bill whether he felt the FM’s 
figures relating to the set-up and running costs of Revenue Scotland were robust, 
the Cabinet Secretary replied “I do, yes.” He also explained that “there is a line for 
contingency throughout the figures…I think that position is reasonable.”2 

21. In oral evidence on the LfT Bill, Revenue Scotland stated— 

“I emphasise that all the Revenue Scotland and SEPA figures in the 
memorandum represent our best estimates at the time the legislation was 
being put together…As we work through things in more detail, we will refine 
our estimates and understanding, but the breakdown on page 25 is the 
current planning assumption.”3 

                                            
2
 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8360&mode=pdf 

3
 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8313&mode=pdf 
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Revised Costs  

Revenue Scotland estimated set-up costs (paras 16 – 19) 
22. The FM provides tables containing the total estimated set-up costs for 
Revenue Scotland after paragraph 19 (tables 2 and 3). It states that staff set-up 
costs— 

“have been re-profiled from previous estimates and now reflect the 
recruitment of additional staff required for the set-up phase from October 
2013 to March 2015 and the appointment of permanent staff for Revenue 
Scotland from October 2014 to facilitate training and familiarisation on the 
legislation and operational systems, processes and procedures prior to the 
commencement date for the collection of the devolved taxes.” 

23. The joint six-monthly progress update, dated 4 October, stated that Revenue 
Scotland was in the process of— 

“defining the resources that will require to be in place and trained in time for 
the collection of taxes to start in April 2015…We expect this review of the 
staffing requirement for both the remaining period of set up, the final build up 
towards live operation and then operational steady state to be completed by 
December.”4 

24. However, the most recent update states that— 

“We are currently finalising the expected staffing structure for Revenue 
Scotland in live operation, working with HR specialists to confirm appropriate 
workload and grading for individual posts.  We will then begin phased 
recruitment and expect most of the operational staff to be in post from 
Autumn 2014.” 

25. The FM also states that Revenue Scotland’s “non-staff set-up costs now 
reflect an additional set-up charge…for the provision of Revenue Scotland’s 
standard desktop IT equipment and telephony.” (para 18) Table 3 indicates that 
this amounts to an additional £100,000. 

26.  The total estimated set-up costs for Revenue Scotland in the RSTP Bill’s FM 
are £610,000 higher than those provided in the LBTT and LfT Bills’ FMs. 

Revenue Scotland estimated running costs (paras 20 – 21) 
27. The FM provides tables containing the total estimated running costs for 
Revenue Scotland (staff and non-staff) after paragraph 21 (tables 4 and 5). As 
noted in the FSU comparison, changes to some of the budget line titles mean that 
there is not always direct read across, but the total annual estimated running cost 
in the RSTP Bill’s FM is £160,000 lower than stated in the LBTT/LfT Bills’ FMs. 

Registers of Scotland estimated set-up and running costs (paras 22 - 25) 
28. Tables containing the estimated costs to the Government of RoS collecting 
LBTT on behalf of Revenue Scotland are provided after paragraph 24 (tables 6 

                                            
4
 http://www.scottish.parliament.uk/S4_FinanceCommittee/Eleanor.pdf 
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and 7). The estimated costs within these tables show no change in comparison to 
those provided in the LBTT Bill’s FM. 

SEPA estimated set-up and running costs (paras 26 - 29) 
29. Tables containing the estimated costs to the Government of SEPA collecting 
LfT on behalf of Revenue Scotland are provided after paragraph 27 (tables 8 and 
9) Again, changes to some of the budget line titles mean that there is not always 
direct read across, but the total estimated set-up cost is £85,000 higher in the 
RSTP Bill’s FM than in the LfT Bill’s FM. SEPA’s total annual estimated running 
costs are also £20,000 higher in RSTP Bill’s FM than in the LfT Bill’s FM. 

Estimates for New Activity 

Additional investment in compliance and investigation (paras 30 – 38) 
30. The FMs for the LBTT and LfT Bills stated that “further planning work is 
required to decide on the respective roles that Revenue Scotland and RoS/SEPA 
will have in relation to compliance activity.” The FMs included £350,000 in annual 
running costs for compliance activity within the estimated running costs for 
Revenue Scotland. These costs related to the collection of both LBTT and Landfill 
Tax. The LfT Bill’s FM also included £75,000 in annual running costs for SEPA for 
risk assessment, compliance activity and ensuring debt collection. It also pointed 
out that SEPA would be able to draw on existing enforcement staff. 

31. Whilst the RSTP Bill’s FM notes that the costs set out in the original estimate 
of £16.7million “include some investment in compliance and investigation activity” 
(para 30), it states that “modest additional investment in compliance activity…can 
generate significant increases in revenue” (para 38). Table 10 estimates the 
annual costs of the proposed additional compliance activity to be £230,000 
(£150,000 for Revenue Scotland compliance staff and £80,000 for SEPA 
investigations staff). The FM states that “this investment would be made with a 
target for Revenue Scotland and SEPA of collecting tax due to at least offset the 
additional cost.” (para 39) 

32. During stage 1 evidence on the LBTT Bill, the Bill Team stated that— 

“the resource plans for Revenue Scotland are still at a fairly early stage, but 
we believe that we have made adequate allowance in those plans for what 
we have called compliance activity, rather than anti-avoidance activity, 
although the two are closely related.”5 

33. RoS also stated at Stage 1— 

“Another issue is the potential scope for ROS in relation to compliance work. 
We appreciate that that will be considered as part of the tax management bill, 
but we are trying to get a feel for the range of options and potential 
scenarios, so that we ensure that any exercise to capture system 
requirements that we undertake notes all the options.”6 

34. In oral evidence on 30 October 2013, Revenue Scotland stated— 

                                            
5
 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8027&mode=pdf 

6
 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8360&mode=pdf 
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“There will be other activities, for example, if there were any need to pursue 
bad debts or analyse data sets, where it is less obvious that they would 
naturally fall to Registers of Scotland, so Revenue Scotland will take on such 
responsibilities. 

“Compliance” is quite a broad term. A number of strands of work are going 
on. In some of that work—I know that it is of interest to the committee—we 
are looking at which things are done by Registers of Scotland and which are 
done by Revenue Scotland.”7 

35. During stage 1 evidence on the LfT Bill, SEPA confirmed that the FM’s 
estimates would be “adequate to cover our estimate, which is based on our 
operational experience of inspecting and dealing with landfill sites.”8 However, it 
further stated that “if, after discussions with Revenue Scotland, SEPA’s role 
expands to include enforcement, we will have to discuss with the organisation the 
financial arrangements for taking on that role.” 

36. The Committee’s stage 1 report on the LfT Bill, contained the following 
question— 

“The Committee asks the Government to clarify whether the resources which 
have been allocated to Revenue Scotland for compliance activity include 
additional resources for SEPA to identify and deal with illegal sites.”9 

37. The Government’s response was as follows— 

“Revenue Scotland’s resources will be used to pursue appropriate care and 
management of the two devolved taxes. This includes undertaking 
compliance activity. On Landfill Tax, SEPA’s expertise will be invaluable and 
Revenue Scotland expects to allocate some of the funding available for 
compliance activity to SEPA to support its work. 

Provisions within the SLfT Bill would, if enacted, allow for the imposition of a 
tax charge based on liability arising from illegal landfill. Identifying and 
dealing with illegal landfill sites is currently part of SEPA’s current 
environmental activities, for which they receive grant funding, and in future 
will be part of their tax compliance activity.”10 

38. The FM states that SEPA’s administration costs arising from the LfT Bill’s 
proposal to impose taxes on illegally dumped waste had not been included in the 
original estimates as HMRC has no powers to impose such a tax under existing 
UK legislation. 

39. Table 13 states that the costs of collecting tax revenue from illegally dumped 
waste are estimated to amount to £210,000 per year. These costs do not appear 
to have been included in the LfT Bill’s FM. 

                                            
7
 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8594&mode=pdf 

8
 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8313&mode=pdf 

9
 http://www.scottish.parliament.uk/S4_FinanceCommittee/Reports/fiR-13-06w.pdf 

10
 http://www.scottish.parliament.uk/S4_FinanceCommittee/SG_Response_LT_updated28Oct.pdf 
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Costs of IT investment in Revenue Scotland (paras 42 – 51) 
40. Table 11 in the FM estimates total additional set-up costs of £1 million for 
Revenue Scotland IT development and annual maintenance costs of £100,000 
between 2015 and 2020 giving total additional IT costs of £1.5 million for the five 
years from April 2015. Whilst the RSTP Bill’s FM provides an explanation of the 
justification for this additional spend (as outlined below), it does not provide a 
breakdown of the basis for these estimates. 

41.  The FM states that “the original estimates assumed that IT development 
would be limited to basic functionality…with no proposals for any IT development 
in Revenue Scotland.” (para 42) The FMs for the LBTT and LfT Bills stated— 

“This cost includes the hardware set-up costs for the staff together with the 
costs of establishing the website but assumes a tax collection system design 
which does not require central database development at Revenue Scotland. 
A different design may be chosen and costs will only be known following 
detailed design and procurement.” (para 42 LfT FM) 

42. The RSTP Bill proposes that Revenue Scotland “will develop a central IT 
system which will include a data repository and case management system to hold 
taxpayer information drawn from RoS and SEPA.” (para 42) Its FM states that this 
proposal “is driven primarily by the need for a robust approach to tackling tax 
avoidance, by points raised by both stakeholders and the Scottish Parliament 
Finance Committee on standards of service to taxpayers and by the need to 
provide for features of LBTT and SLfT that differ from SDLT and LfT.” (para 43) 

43. The FM further states that “the extent to which Revenue Scotland can tackle 
tax avoidance will depend on the analysis of robust information about complex 
transactions.” (para 44) In order to do this, Revenue Scotland “will require 
(particularly for LBTT) capacity to carry out some complex analysis” of data “which 
will need to be kept secure at all times” and the Government is of the view that this 
“can most effectively and securely be done by developing a central IT system 
within Revenue Scotland itself.” (para 45) 

44. The FM also states that “investing in a case management system within 
Revenue Scotland will allow a seamless transmission of data across Revenue 
Scotland, SEPA and RoS” (para 48) which will improve the experience of people 
seeking technical or detailed advice via Revenue Scotland’s helpline. It further 
states that this investment will mean that “long term record of data submitted by 
taxpayers using RoS or SEPA’s online systems can be held together in one 
secure location.” (para 48) 

45. The Committee’s stage 1 report on the LBTT Bill contained the following 
recommendation— 

“The Committee is concerned that, while the FM makes provision for an e-
Services Helpdesk and complex enquiry helpdesk within RoS, there only 
appears to be provision for a “limited helpline” within Revenue Scotland. The 
Committee asks the SG to provide further details on the proposed Revenue 
Scotland helpline including its function, an estimate of costs, staffing levels 
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and whether it will be staffed by adequately trained specialist personnel.”11 
(para 75) 

46. The Government’s response was as follows— 

“The Scottish Government agrees that the issue of providing appropriate help 
and support to taxpayers is very important. RS, RoS and SEPA are working 
together to assess likely demand and plan for the provision of suitable and 
coordinated support to taxpayers, including via effective helplines. The 
respective organisations will draw on input from professional bodies and 
taxpayer representatives to ensure that their planning in this area is as well-
informed as possible. RS, RoS and SEPA will be happy to describe these 
plans to the Committee once drawn up.12 

47. In their joint six-monthly progress report on the implementation of LBTT 
dated 4 October 2013, Revenue Scotland/RoS stated— 

“It is already clear that the taxpayer-facing elements of the system will be 
developed by RoS, to ensure convenience for taxpayers given the close fit 
with land registration. RoS is in the requirements gathering phase of the 
project with detailed work continuing throughout October. The result of this 
work will be a comprehensive catalogue of user interactions with the 
collection system which in turn will be translated into system requirements.”13 

48. In oral evidence on 30 October 2013, Revenue Scotland stated “we envisage 
the main helpdesk provisions will be through RoS which already has a helpdesk 
on which it can build for property transactions.” 

49. In the same evidence session, RoS confirmed that “our assumption is that, 
because of the linkage with land registration, inquiries will come through the RoS 
helpdesk.” 

50. RoS went on to explain that its— 

“intention is that the helpdesk will answer as many questions as possible up 
front. We recognise that there will be some more complex matters that would 
still fall to RoS to answer, and which would be referred to a second-line 
system of support. We also recognise that there will infrequently be 
especially complex tax policy matters that may have to be referred to 
colleagues at Revenue Scotland.”14 

51. The RSTP Bill’s FM states that during the passage of the LBTT Bill, it 
became apparent “that there were some areas where the most appropriate 
approach involved some additional administrative effort to achieve a better 
outcome for the taxpayer.” (para 49) Giving the example of commercial leases, for 
which the tax liability will be reviewed every three years (a policy that had not been 
developed when the original costings were provided), the FM states that such 

                                            
11

 http://www.scottish.parliament.uk/S4_FinanceCommittee/Reports/fir-13-04w.pdf 
12

 http://www.scottish.parliament.uk/S4_FinanceCommittee/LBTT_response.pdf 
13

 http://www.scottish.parliament.uk/S4_FinanceCommittee/Eleanor.pdf 
14

 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=8875&mode=pdf 
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additional administration and analysis will necessitate the development of further 
IT capacity within Revenue Scotland. 

52. The FM states that it “also proposes some changes to previous assumptions 
on staffing numbers to release resources to support this IT investment, including 
an IT project manager, within the base set up and operating costs described 
above.” (para 51) 

Additional costs arising from policy development (paras 52 – 57) 
53. The FM states that costs relating to the dealing with of disputes arising from 
the devolved taxes by tribunals were not included in the original estimates as they 
were made on the basis of HMRC operating a “like-for-like” service. 

54. Table 12 estimates that the set-up and running costs for the Scottish Tax 
Tribunals would amount to £730,000. The FM states that “there is unlikely to be a 
material difference” between the cost to the Scottish Government of establishing 
and running separate devolved Scottish Tax Tribunals compared to jurisdiction 
resting with the existing UK Tribunals.” (para 55) 

55. The adviser’s briefing on the Bill stated that— 

“If viewed as a standalone tribunal structure to handle LBTT and SLfT 
appeals, the provisions of the RSTP Bill appear heavily over-engineered, but 
the structure set out is effectively that of the multi-purpose Scottish Tribunals 
into which the Scottish Tax Tribunals will be merged.”15 

Costs on local authorities and other public bodies (paras 58 – 60) 
56. The FM does not expect any costs to arise for local authorities other than 
those associated with their roles as taxpayers. No additional administrative costs 
are expected. 

Costs on other bodies, individuals and businesses (paras 61 - 66) 
57. As with local authorities, the Bill is expected to impact on other bodies largely 
as a result of the costs of compliance with the newly devolved taxes and of any 
fees charged or penalties imposed as a result of non-compliance. No significant 
additional administrative costs are expected. 

Conclusion 

58. The Committee is invited to consider the above. 

Clerks to the Committee 
 

                                            
15

 http://www.scottish.parliament.uk/S4_FinanceCommittee/Adviser_Briefing.pdf 
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IMPLEMENTATION OF THE DEVOLVED TAXES – JOINT UPDATE FROM 
REVENUE SCOTLAND, REGISTERS OF SCOTLAND AND THE SCOTTISH 

ENVIROMENT PROTECTION AGENCY 
 
As you know, I have undertaken to provide six monthly updates to the Committee on 
progress on the implementation of the devolved taxes. This letter provides a joint 
update from Revenue Scotland (RS), Registers of Scotland (RoS) and the Scottish 
Environment Protection Agency (SEPA) on our implementation work.  I also attach 
an updated version of the timeline sent previously  
 
Policy Development and Secondary Legislation 
 
The programme of legislation for the devolved taxes is on target to be completed 
prior to the introduction of the devolved taxes in April 2015.  Work is underway to 
publish public consultations on proposals for secondary legislation for both taxes 
shortly, with a view to laying the draft legislation in Parliament in the autumn.  As you 
know, the Revenue Scotland and Tax Powers (RSTP) Bill, which is currently being 
considered by the Committee, proposes to establish Revenue Scotland as the tax 
authority responsible for the collection and management of Scotland’s two devolved 
taxes.  The bill team plans to consult on proposed secondary legislation in early 
summer 2014.  The current timetables for the RSTP Bill and the secondary 
legislation should see everything in place in time by 1 April 2015. 
 
Tax Administration Programme 
 
The work to prepare for the administration of the devolved taxes is overseen by the 
Tax Administration Programme (TAP) Board.  TAP underwent a second Gateway 
Review in February 2014, the first having been in April 2013.  The overall 
assessment of delivery confidence was Amber. 
 
The Gateway Review made a number of recommendations regarding the detail of 
programme and resource planning, and governance arrangements.  
 
I have accepted all of the recommendations and in response have put measures in 
place to: 

 increase the central resource dedicated to programme management in 
Revenue Scotland; 

 ensure that our resourcing plans for 2014-15 reflect the Programme’s critical 
path; 

 establish a discrete IT Implementation Project Board within the programme; 
and 

 put in place arrangements to separate the change management and 
operational teams within Revenue Scotland. 

 
Revenue Scotland Staffing 
 
Revenue Scotland division is headed by the Chief Operating Officer for Revenue 
Scotland, Nicolette Harrison.   There are currently 16 staff employed within the 
division, focused on delivering the Tax Administration Programme to prepare 
Revenue Scotland to administer LBTT and SLfT.  As indicated above, the emphasis 
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on transition management will change over time to a greater focus on tax 
administration. 
 
We are currently finalising the expected staffing structure for Revenue Scotland in 
live operation, working with HR specialists to confirm appropriate workload and 
grading for individual posts.  We will then begin phased recruitment and expect most 
of the operational staff to be in post from Autumn 2014. 
 
The relationship between Revenue Scotland and RoS & SEPA 
 
The work on ‘taxpayer journeys’ and process mapping, which will underpin decisions 
about roles and responsibilities over the course of 2014, has been discussed with 
the Committee previously and is due to be completed very shortly.  Tables setting 
out the expected roles and responsibilities of each organisation have been shared 
for agreement.  These will be formalised in due course into Schedules of Delegation, 
which the Board of Revenue Scotland will consider when it is formally constituted.  
These cannot therefore be finalised until the Board is in place, following the passage 
of the RSTP Bill through the Parliament.   
 
Memoranda of Understanding describing the working relationships between RS, RoS 
and SEPA during the set-up phase to April 2015 have been drafted and are in the 
process of being signed off formally by RoS and SEPA.   
 
Costs 
 
Estimates lodged with SPICe following the Cabinet Secretary’s statement on the 
Scottish Government’s approach to taxation in June 2012 for setting up and running 
the devolved taxes – covering both Revenue Scotland and functions delegated to 
RoS and SEPA – totalled £16.7m.  As the Committee is aware, this is 25% less, on a 
comparable basis, than HMRC estimated costs of £22.3m to set up and collect the 
devolved taxes over the period to March 2020.  Our estimated costs for the basic 
collection of the taxes have not changed – they remain at £16.7m.  This estimate 
was included in Financial Memoranda to the devolved taxes Acts.   
 
Since our initial estimates, we have identified additional activities which will enhance 
our tax collection capacity, over and above the basis for the estimate provided by 
HMRC.  There are four areas of cost associated with this.   
 
First, it has become clear that we need to take a stronger approach to combatting tax 
avoidance.  This is supported by key stakeholders, including the Tax Consultation 
Forum, and, as you know, by the Finance Committee itself.  Revenue Scotland will 
tackle tax avoidance more robustly if it can store and analyse information about 
complex transactions – which requires IT investment with estimated set-up costs of 
£1m between December 2013 and 31 March 2015, and £100k per year maintenance 
costs from 1 April 2015 to March 2020.  This is in addition to previous estimates from 
RoS and SEPA on IT investment.  
  
Second, we are aware that other tax administrations – including HMRC – make 
additional investment in compliance work to gather extra revenue that more than 
covers the investment.  As LBTT and SLfT will be new taxes, there is no baseline for 
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them for a “tax gap” – the difference between the tax collected and the tax actually 
due.  Taking into account the differences between LBTT and the UK Stamp Duty 
Land Tax (which will reduce or remove some of the opportunities for avoidance 
present in SDLT) we make a conservative estimate that the tax gap for LBTT could 
be around £4.5m a year – £22.5m over the period from 1 April 2015 to 31 March 
2020.  We now plan to make a modest additional investment in tax compliance of 
£230k in financial year 2015-16, aimed at reducing the expected tax gap. 
 
Third, there are costs associated with the application of SLfT to illegal disposals to 
landfill which were not covered by HMRC’s estimate, as the UK tax does not apply to 
illegal disposals.  We estimate those will amount to £210k per year – £1.05m over 
the period 1 April 2015 to 31 March 2020. 
 
Fourth, a Scottish Tax Tribunal will be established to consider appeals against 
decisions taken in respect of the devolved taxes by Revenue Scotland.  The costs 
for the Scottish Tax Tribunal are expected to be around £120k for set up, around 70k 
for its first year and around £135k for annual running after that..  This means that, 
over the period from December 2013 to March 2020, the cost of the Scottish Tax 
Tribunal will be around £730k.   
 
IT Implementation 
 
We are on track to complete the first round of functional requirements very shortly.  
In April we will seek to finalise the solution design and the associated high level 
development and test plan. I am very grateful for the excellent co-operation and 
support from RoS and SEPA which has helped us reach this stage.  The identified 
costs of the project are set out in the table below. 
 

Allocated to Cost Description 
Set-up Costs 
(£000) Reference 

RoS Build Cost of new 
LBTT System 

    75 Table 6 

SEPA Information Systems    350 Table 8 

Revenue Scotland IT Investment in 
Revenue Scotland 

1,230 Table 1&2 

    Total                       1,655  

  
In January, with the additional IT investment in Revenue Scotland approved, the 
TAP Board agreed in principle to a revised proposal from the project manager, 
following consultation with RoS, SEPA and internal stakeholders, for the overall IT 
Implementation.  One likely consequence of this is that the amount of IT 
development work undertaken by RoS and SEPA will reduce, and Revenue Scotland 
will do more.  There may be some revision to the budget allocations, and the project 
manager is working with colleagues at RoS and SEPA to identify potential 
opportunities.  This change is about the data management behind the scenes and 
will not disrupt the key requirement of convenience for the taxpayer through 
integrating tax collection with the other online systems run by RoS and SEPA. 
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The IT implementation project will also be subject to the Gateway Healthcheck 
Review process developed to provide additional assurance on significant IT projects 
and the first of two expected reviews is currently planned for May 2014. 
 
Taxpayer Contact  
 
The arrangements for taxpayers to contact Revenue Scotland, RoS and SEPA have 
been of interest to the Committee in previous discussions.  Following consultation 
among Revenue Scotland, RoS and SEPA, a paper outlining the proposed principles 
and basis for taxpayer contact was approved by the TAP Board.  The main points 
are: 

 Following the policy set out in “Scotland’s Digital Future: Delivery of Public 
Services” the “first resort” for taxpayer contact should be self-service through 
online systems and this will be encouraged in guidance and publicity; 

 But there will also be provision for: 
o A telephone service 
o A messaging service, managed within a secure customer account 

environment; 

 The telephone service will be provided from a single number 
o There will be a triage of calls based on a short list of initial options 
o There will be the facility to transfer calls among RoS, SEPA and RS, 

without the need for the taxpayer or agent to redial 
o There will be the facility to transfer calls, where appropriate, from RoS 

and SEPA client management phone systems into the devolved taxes 
system; and 

 Resourcing plans will be drawn up on basis of expected call volumes, which 
will include: 

o an estimate of the Scottish portion of calls about the existing UK landfill 
tax and SDLT 

o provision for an initial surge of calls during the set-up phase. 
 
Stakeholder engagement and communications 
 
Since the Cabinet Secretary first announced the Scottish approach to tax in June 
2012, we have been engaged in a regular programme of discussions with 
stakeholders.  We hold six monthly plenary meetings of the Devolved Tax 
Collaborative (DTC), which met most recently on 21 March to discuss the proposed 
consultations on secondary legislation for LBTT and SLfT.  Also, staff of the 
Revenue Scotland division and the legislative teams in the Fiscal Responsibility 
division continue to work with key stakeholders including the Law Society of 
Scotland, ICAS and CIOT on individual issues relating to legislation and 
implementation.  Additionally, we propose to convene a new group to user test the 
proposed IT systems: this will include the membership of, and draw on the earlier 
work of, the LBTT implementation group set up by RoS.  
 
We also plan to engage with prospective taxpayers and their agents to ensure that 
those who will be using the tax system from 2015, as well as those with a more 
professional interest in tax, understand the changes and are prepared for them.  
Revenue Scotland, RoS, SEPA and HMRC are working on a Joint Communications 
Plan, identifying the key audiences and appropriate activities to reach them.  This 
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plan, which will draw on the advice offered by key stakeholders, will enable us to 
ensure a common approach to communications from the two administrations. 
 
The development of the Revenue Scotland website is also an important component 
of our communications work.  We have held user testing workshops with members of 
the DTC and potential site users to seek feedback on the proposed content and 
organisation of the site.  We intend that the initial “brochure” site (phase 1) will be in 
place by the early summer to provide information, with the transactional facilities 
(phase 2) to be operational shortly before the “go live” date for the new taxes.  We 
are continuing to develop these plans in line with the Scottish Government’s overall 
approach to digital public service provision, which includes the ambition for a single 
“MyGov” portal for digital public services. 
 
Registers of Scotland progress 
 
RoS engaged closely with its stakeholder group throughout 2013 in support of the 
taxpayer journey work referred to further above.  This informed the creation of a 
prototype system and in January led to the the first iteration of the live system.  
Revenue Scotland has used this work to inform a full set of system requirements for 
a Scottish tax collection system.  Although RoS’s role in IT build and maintenance 
will now reduce, it will be represented on the joint IT Implementation Project Board 
and Team.  This will support the development of a one-stop-shop for the taxpayer for 
registration of property transactions and the collection of any associated tax.  
 
SEPA progress 
 
The SLfT project in SEPA is making progress in several areas.  The project board – 
chaired by John Kenny, Head of National Operations – includes the Head of 
Finance, Head of IS, Head of Resilience and the Data Unit Manager, and meets on a 
monthly basis, supported by the project manager, and SEPA’s Programme 
Management Office.  Recently two new staff have joined the SEPA Scottish Landfill 
Tax team, a Senior Waste Policy Officer and a Waste and Landfill Tax Manager.  
The board recently signed off the Project Initiation Document, which details the 
project content and structure and contains the project plan and communications 
plan.  The project spend is currently on track with the budget as agreed with 
Revenue Scotland for 2013-14.  
 
Together with Revenue Scotland, SEPA is currently forming business requirements 
to inform the IT development work, and working to finalise roles and responsibilities. 
SEPA has worked with partner agencies to progress data security issues and the 
impact of changes to information security classifications. 
 
A page << http://www.sepa.org.uk/waste/scottish_landfill_tax.aspx >> has been 
added to SEPA’s website describing key aspects of SLfT and containing links to 
Revenue Scotland, Entrust and HMRC. 
 
Illegal waste sites 
 
Unlike the UK landfill tax, SLfT includes provisions to tax unauthorised landfill sites.  
This will support SEPA’s environmental aims, as well as securing additional tax.  As I 

http://www.sepa.org.uk/waste/scottish_landfill_tax.aspx
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mentioned above, SEPA will be given further funding to identify and investigate 
unauthorised sites.  This will include establishing the potential tax liability associated 
with such sites.  As well as providing increased tax revenue, this work will remove 
some of the incentives for unauthorised sites and establish a level playing field for 
the legitimate industry. 
 
SEPA continues to work with, and support, Scottish Government tax policy in relation 
to the provisions within the RSTP Bill, particularly in relation to appropriate sanctions 
to deter non-payment of SLfT. 
 
Conclusion 
 
Overall, the programme of work to implement the devolved taxes is on track and 
within budget at this stage.  
 
I have attempted in this update to provide more detailed information on issues which 
have been of interest to the Committee previously and I hope that this is helpful.  I 
look forward to discussing it with the Committee on 2 April and I would be very happy 
to provide further information if required. 
 
ELEANOR EMBERSON 
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