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Dear Bruce, 
 
Thank you for your letter of 27 February.  
 
As I said in my previous letter, all MSPs, Scottish MPs and Scottish MEPs are treated as 
Scottish taxpayers by default. This default positon means that the process for allocating tax 
codes to parliamentarians cannot follow HMRC’s normal business rules and requires manual 
intervention. Unfortunately, this was not completed correctly and HMRC issued 2019/20 tax 
PAYE codes without a Scottish taxpayer identifier to 45 MSPs. These tax codes were 
corrected well in advance of the start of the new tax year and no-one will pay an incorrect 
amount of tax because of this.  We have also undertaken a review of the tax records of 
parliamentarians for 2017/18 and 2018/19 and I can confirm that the correct tax has been 
paid, or will be paid (allowing for the lag time for Self Assessment returns).  
 
In future, HMRC will adopt a rolling programme of assurance for all Scottish parliamentarians, 
and check tax codes for this population at several points in the year. Alongside this additional 
assurance, we are looking at what further action we can take to improve our management of 
Scottish parliamentarians’ tax affairs. I have also asked HMRC’s Internal Audit to undertake a 
review of our processes in this area. We will use the oversight and governance arrangements 
we have in place, particularly the Scottish income tax board, to monitor how effective our 
processes are and consider further improvements.  
 
For the vast majority of people, Scottish taxpayer status is driven by residency and taxpayers 
are allocated ‘S’ PAYE codes based on their address through HMRC’s normal business rules. 
Only Scottish parliamentarians are subject to the rules that mean they are Scottish taxpayers 
by default. We are therefore confident that the error with Scottish parliamentarians’ PAYE 
codes does not mean there is a wider problem with the identification of Scottish taxpayers.  
 
As you mention in your letter, HMRC has a robust process for calculating Scottish income tax 
receipts. This includes comparing the residency status of income tax customers against the 



 
 
 
 
address records we hold for them. This ensures that the correct revenue goes to the Scottish 
Government.  
 
I agree that trust is important in the effective working of the tax system.  HMRC has been 
transparent about these recent issues and quickly contacted the Scottish Government and 
your Committee. We have provided details of the numbers affected and have explained the 
corrective action taken and what further assurance HMRC has put in place to ensure that 
these errors are not repeated.  
 
HMRC is committed to administering Scottish income tax effectively, providing a good service 
to the Scottish Government and ensuring Scottish taxpayers can have confidence that they 
are paying the right tax at the right time. The identification of Scottish taxpayers is a key part 
of that and is the focus of a significant amount of effort by the department. HMRC will continue 
to keep the Scottish Government and your Committee up to date on the administration of 
Scottish income tax and I will ensure this includes all the information you have requested.  
 
I am copying this letter to Alyson Stafford, Director General Scottish Exchequer at the Scottish 
Government. 
 
I hope this is helpful.  
 
 

 
Jim Harra 
DEPUTY CHIEF EXECUTIVE AND SECOND PERMANENT SECRETARY 


