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23 September 2020 

 
 
 
Dear Bruce, 
 
HMRC has today published statistics on 2018-19 outturn for Scottish Income Tax, as well the 
equivalent UK Income Tax receipts. 
 
The publication highlights that £11,556 million of Scottish Income Tax was collected in 2018-
19, an increase of £640 million from 2017-18, with receipts growing faster than in the rest of 
the UK at 5.9% (rUK 4.2%).  The data also shows that Scotland raised £119 million over and 
above the Block Grant Adjustment in 2018-19 (BGA), largely thanks to our policy reforms 
which took effect in that year. 
 
The Committee will note that the outturn figure for 2018-19 was less than the £12,177m 
initially forecast by the Scottish Fiscal Commission (SFC) in February 2018.  Whilst the SFC 
will explain the differences between their forecasts and the outturn data in their 
supplementary Forecast Evaluation Report on 5 October, it is important to note that their 
initial forecasts for 2018-19 were produced before any outturn data for Scottish Income Tax 
receipts was available.  This is likely to have contributed to a proportion of the forecast error 
in 2018-19. 
 
The publication also allows for the calculation of the ‘reconciliation’ for 2018-19 Income Tax 
required under the Fiscal Framework.  A reconciliation of -£309 million will be applied to the 
2021-22 Budget.  The relevant calculations are set out in the annex to this letter. 
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Reconciliations are a regular feature of the operation of the fiscal framework, required to 
address forecast error in relation to revenues and the BGA. You will note from the annex that 
outturn figures for both Income Tax revenues and the BGA were lower than forecast when 
the 2018-19 Budget was set. However, since the BGA has dropped by less, a negative 
reconciliation to the budget is required. 
 
The figures published today make clear that the current borrowing and reserve powers in 
the Fiscal Framework are insufficient to deal with the volatility that is inherent in its 
operation.  My predecessor wrote to the then Chief Secretary to the Treasury in 
September last year on this matter, but I have received no response to date. I continue to 
seek changes to these limits from the UK Government in advance of the review of the 
Fiscal Framework  to enable us to manage these reconciliations more effectively, in line 
with how governments across the world manage the volatility of tax forecasts. 
 
You will know that the UK Government has not agreed to any of the limited and 
temporary flexibilities I have sought to manage the impacts of COVID-19.  In the absence 
of any cooperation from the UK Government on this matter, I will take prudent decisions 
as part of the Scottish Budget to manage this reconciliation in a fiscally responsible way 
which supports our vital public services in this time of global crisis. 
 
As part of your Pre-budget scrutiny report 2020-21, the Committee recommended that a 
document should be jointly agreed by HM Treasury and the Scottish Government setting out 
the Income Tax reconciliation process and along with a detailed explanation of the 
reconciliation figure.  I am pleased to confirm that this recommendation has been acted upon 
and you can access the document by following the link below.  A similar document will be 
available on the HM Treasury website.  
 
https://www.gov.scot/publications/fiscal-framework-data-update/  
   
This joint statement delivers on the Committee’s recommendation and shows our continued 
commitment to ensuring full transparency around the Fiscal Framework and specifically the 
reconciliation process  
 
I look forward to speaking to the Committee about these matters on 7 October. 

 
 
 
 
 
 

KATE FORBES 
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ANNEX: Final Reconciliation for 2018-19 Income Tax which will impact the 2021-22 
Budget 

 

2018-19 Income Tax 

 
Revenues (£m) BGA (£m) 

Net Budget 
Position (£m) 

Final 
Reconciliation 

(£m) 

Forecast at Budget 
2018-19 

12,177 -11,749 428  

Outturn 11,556 -11,437 119  

Change -621 +312  -309 
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