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1.0 PURPOSE  
   
1.1 The purpose of this report is to seek approval from the Policy and Resources Committee 

of the response on behalf of Inverclyde Council in respect of the Scottish Government 
Consultation on Tax Management. 

 

   
   
2.0 SUMMARY  
   
2.1 The Scotland Act 2012 – which received Royal Assent on 1 May 2012 – gives increased 

taxation powers to the Scottish Parliament. From April 2015, the Scottish Parliament will 
have powers to set taxes on land transactions and on disposals to landfill. Then from April 
2016, the Scottish Parliament will be asked to set a Scottish rate of income tax, which 
unlike the land transactions and landfill taxes, will interact with UK income tax. 

 

   
2.2 The Scottish Government announced last year that it was to set up its own tax agency 

Revenue Scotland to collect and administer taxes levied by the Scottish Parliament. The 
new Scottish tax authority will be set up later this year and will be given a formal basis by 
2015 “in line with international best practice” and will be “operationally independent and its 
governance enshrined in legislation”. 

 

   
2.3 
 
 
 
 
 
2.4 

A consultation document was published by the Scottish Government in December last 
year to seek views on how the new tax authority should be structured and what its powers 
and duties should be. The consultation will run for four months until 12 April 2013. A 
response on behalf of the Council is offered for the consideration of CMT and is attached 
to this report. 
 
The CMT advise that responding to all the consultations issued by the Government is not 
feasible given the reduction in management capacity but in this case it is believed that the 
creation of Revenues Scotland is such a fundamentally important issue that a response 
should be considered. 

 

   
2.5 The CIPFA Scottish Directors of Finance Section has nominated the Council’s Chief 

Financial Officer as its representative to sit on Revenue Scotland’s Tax Administration 
Programme Board.  

 

   
   
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 



 
3.0 

 
RECOMMENDATION  

   
3.1 It is recommended that Policy and Resources Committee: 

 
a) approves the consultation response to the Scottish Government. 
 
b) notes the nomination of the Chief Financial Officer to sit on the Revenue Scotland 
Administration Programme Board. 
 
c) notes that reports will be brought back to Committee as matters become clearer as 
proposals develop. 
 
d) notes that the capacity within the current management structure to deal with 
consultations is limited. 

 

  
 
 
 
 
 
 
 

 

 Alan Puckrin 
Chief Financial Officer 
 

 



 
4.0 BACKGROUND  
   
4.1 The Scotland Act 2012 introduced changes recommended by the Calman Commission, 

the body set up in 2007 to review Scottish devolution ten years on. Under the Act: 
 
a) Stamp Duty (SDLT) and Landfill Tax will be devolved to the Scottish Parliament from 
2015; 
 
b) From 2016 the Scottish Parliament will be obliged to set a Scottish Rate of Income Tax 
(SRIT); and 
 
c) The Scottish Parliament has the power to introduce new taxes. 

 

  
One-off reductions in the block grant that the Scottish Government receives from 
Westminster will be made to reflect the devolution of SDLT and Landfill Tax.  
  

 

4.2 The Tax Management Bill consultation is the last of three consultations seeking views on 
the Scottish Government’s proposals for establishing a devolved tax system from 2015 
onwards. Central to the consultation is the creation of Revenue Scotland to administer the 
Land and Buildings Transaction Tax (LBTT), the proposed Landfill Tax and the framework 
of powers and responsibilities needed to ensure efficient collection of the devolved taxes 
and any future taxes brought under the control of the Scottish Parliament.  

 

   
4.3 The Scottish taxes are to be collected in Scotland by a new Scottish tax authority 

Revenue Scotland, working with the Registers of Scotland in relation to LBTT and with the 
Scottish Environmental Protection Agency (SEPA) in relation to the Scottish Landfill Tax. 
Revenue Scotland will arguably be the single most powerful non-governmental body the 
Scottish Parliament will ever establish. Arrangements to set up the new Scottish tax 
authority are now underway, and Eleanor Emberson (formerly the chief executive of the 
Scottish Court Service) was appointed as the new Head of Revenue Scotland in October 
2012. 

 

   
4.4 From 6 April 2016, Scottish taxpayers may pay a  different rate of income tax than  

taxpayers in the rest of the UK. Under s26 of the Scotland Act, the UK income tax rates 
applying to Scottish taxpayers will be reduced by 10p, and the Scottish Parliament will set 
a Scottish Rate of Income Tax (SRIT), which will be added to the reduced UK rate. The 
table below illustrates the results for a range of different levels of SRITs. The Scottish 
Parliament only has responsibility for setting the SRIT, HM Revenue and Customs 
(HMRC) will administer and collect the SRIT. Revenue Scotland will not collect Council 
Tax or Non-Domestic Rates, which will continue to be administered by local authorities. 

 

    
 Income Tax Rates under the Scotland Act 2012 

 Scottish Taxpayers UK Taxpayers 
SRIT set by Scottish Parliament 9% 10% 11% - 
Effective rate of tax payable:  
Basic rate taxpayers 19% 20% 21% 20% 
Higher rate taxpayers 39% 40% 41% 40% 
Additional rate taxpayers 49% 50% 51% 50%  

 

   
4.5 The overarching arrangements for the Scottish tax system will be set out in a  Scottish 

Taxes Management Act (TMA) which is to be introduced to the Scottish Parliament later 
this year following a period of consultation. 

 

   
4.6 Revenue Scotland will be recruiting Board members in the Autumn. The governance 

arrangements will seek to ensure that all skills and experience are captured. Revenue 
Scotland has acknowledged the importance of local government and has extended an 
invitation to the Scottish CIPFA Directors of Finance Section for its representative to join 
the Tax Administration Programme Board. Our Chief Financial Officer has been 
nominated.   

 



5.0 CONSULTATION DOCUMENT  
   
5.1 The Scottish Government has engaged with bodies representing tax advisers and other 

professional groupings in drawing up the proposals in the consultation paper. The 
consultation focuses on the arrangements to support tax management, asking questions 
about the governance, structure and powers of Revenue Scotland, ensuring tax 
compliance and tackling tax avoidance, resolving tax disputes, treatment of taxpayer 
information and accelerated tax changes. Alongside this, Revenue Scotland will establish 
a collaborative group involving a wide representation from tax professionals and others 
with an interest in working together to shape the operation of the tax system in Scotland.  

 

   
5.2 The consultation sets out a framework of taxpayer obligations and safeguards to protect 

their interests, and proposals for ways for taxpayers to challenge disputes. The 
consultation also proposes a Scottish General Anti-Avoidance Rule (GAAR) and asks for 
views on how it should be structured for maximum effect, and a Disclosure of Tax 
Avoidance Schemes rule. The UK Government is currently consulting on a UK GAAR; no 
doubt the Scottish GAAR will be informed by these discussions. While we welcome the 
proposals for the GAAR we expect that they will be supplemented by Targeted Anti 
Avoidance Rules (TAAR).  
 

 

5.3 The consultation asks 37 questions, plus a final catch-all any other comments question, 
split into nine sections as follows: 
 Revenue Scotland - 5 questions concerning the proposed functions and duties of 

the new Scottish tax authority, how it should be governed and led, and how it 
should communicate with taxpayers, their agents and tax professionals. 
 

 Powers and Obligations – 5 questions concerning the proposed tax collection 
powers and taxpayers’ obligations including a “Taxpayer’s Charter”. 
 

 Ensuring Compliance - 6 questions concerning proposals to ensure that taxpayers 
and their agents comply fully with their obligations and the types of sanctions and 
their possible uses.  
 

 Tackling Tax Avoidance – 7 questions about the measures proposed to tackle tax 
avoidance and the inclusion of a GAAR in the Scottish TMA. 
 

 Resolving Tax Disputes – 7 questions on the proposals for the avoidance of 
disputes and the choice of dispute resolution processes Revenue Scotland might 
adopt. 
 

 Treatment of Taxpayer Information – 4 questions about the confidentiality of 
taxpayer’s information, the sharing of information with other public bodies and 
circumstances in which public interest could apply. 
 

 Accelerated Tax Changes – 1 question about the Scottish equivalent of the 
existing UK arrangements to enable the swift introduction of tax changes with 
subsequent Parliamentary scrutiny. 
 

 Draft Equalities Impact Assessment and Business Regulatory Impact Assessment 
– 1 question on each of these draft assessments on the impact of the introduction 
of the proposed Tax Management Bill upon sectors and groups.     

 

   
5.4 The response to this consultation has been drafted from a standpoint of democratic 

oversight and the Council’s duty to act in the public interest and has accordingly provided 
responses to the first two sections. There are also responses to questions in other 
sections based on the Councils experience of the local taxes it administers and taxpayers’ 
rights.  

 

  
 
 
 

 



 
5.5 Officers have also offered observations on what we regard as some other key issues for 

tax devolution and Revenue Scotland: 
 
 The relatively short timescale in which these developments are operating and the 

complexity of drawing up a tax code.  
 
 The need for the tax system to be sensibly designed from the outset so that its 

operations are scalable and future proofed. 
 

 The opportunity to recruit new resources into Revenue Scotland to the existing 
HMRC teams for fresh insights and creativity particularly in the areas of legislation 
and policy design and building systems and processes. 
 

 The challenge of the separation of data within HMRC for Revenue Scotland’s 
purposes and tax system multi-tasking while changing a widespread but essential 
service. 

 
 The impact on the Scottish budget of the reduction of block grant for devolved 

taxes and amount by which the tax revenues generated in Scotland exceed or fall 
short of the block grant adjustment. 
 

 The challenge of containing the costs of change-over and the ongoing 
administration of the devolved taxes. HMRC anticipates the costs of administering 
the SRIT to be set-up costs of £45 million and an annual cost of £4.2 million. 
 

 The need for Scottish income taxpayers to gain a proper understanding of whether 
or not they are “Scottish taxpayers”. This will broadly concern their principal place 
of residence, but may not always be readily apparent. 
 

 The narrow current income tax base, the significant proportion of income tax 
raised from high earners and their mobility.  
 

 The need for data about taxpayers and social and behavioural aspects that are 
specific to Scotland to better inform a proper understanding of how tax income is 
raised in Scotland and from what. 
 

 The challenge for taxpayers of legacy taxes that are being assessed, collected and 
pursued and with this the burden of two tax authorities for the taxpayer. 
 

 The challenge for Revenue Scotland to provide an easy and convenient 
experience for the taxpayer e.g. should contact centres be based in Scotland or 
continue to be throughout the UK as at present. 
 

 The need for social justice to be evident in the devolved tax system. The tax 
system to be aligned and integrated with the country’s wider and distinct legal and 
constitutional aspects. Strong anti-avoidance measures are essential to make sure 
that tax is collected. 
 

 The choice of dispute resolution processes Revenue Scotland might adopt, such 
as independent internal reviews, the use of specialist dispute resolution or 
settlement teams to resolve these will be vital to the quality of service and 
convenience to taxpayers. 
 

 The need for an ongoing relationship between Revenue Scotland, HMRC and 
other public bodies for the sharing of taxpayer data. Without appropriate 
preparation and systems and agreements in place, a window of opportunity may 
exist for those willing to exploit it. 
 

 
 

 



6.0 IMPLICATIONS  
   

6.1 Legal 
 
The Head of Legal and Democratic Services has contributed to the responses on the 
section about treatment of taxpayer information. Most of the Council’s tax information is 
publically available at present and the proposed provisions for Freedom of Information will 
have little impact upon the Council.  

 

   
6.2 Financial 

 
There is no intended direct financial impact on the Council of these major changes and if 
there were any indirect financial impact, due to the indicative timeline it is unlikely to 
impact on the current budget period 2013-16. The position will be regularly reviewed and 
any changes will be reported. 
 
The Scottish Government has currently no information available in its draft Partial 
Business and Regulatory Impact Assessment to suggest that costs to the taxpayers would 
be higher or lower than at present for the taxpayer and business taxpayer.  
 
The SRIT will apply to all Scottish taxpayers regardless of where their employer is based, 
so all UK employers will need to be aware of the SRIT, and payroll and pension payment 
systems are expected to be able to apply the different rates of tax for Scottish and UK 
taxpayers.  
 
A number of benefits, such as housing benefits, are currently paid according to “income 
after tax”. The benefits system will remain with the DWP and should there be a variation in 
the SRIT the interaction between systems would require to be resolved so that there was 
no unintended detriment to claimants. 
 
 

 

 Cost 
Centre  
 

Budget 
Heading  

Budget 
Year  

Proposed Spend 
this Report  

Virement 
from 

Other 
Comments  

    None - None  
      
       

 

   
6.3 Human Resources 

 
None. 
 

 

   
6.4 Equalities 

 
The Scottish Government has no information to suggest that its proposals will have a 
differential impact across the “protected characteristics” of age; disability; gender 
reassignment; pregnancy and maternity; race, religion and belief; sex and sexual 
orientation. 

 

   
    

7.0 CONSULTATIONS  
   

7.1 None.  
   
   

8.0 LIST OF BACKGROUND PAPERS  
   

8.1 None.  
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