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Summary

In response to the immediate needs of the COVID-19 pandemic, HM Revenue &
Customs (HMRC) quickly made changes needed to reprioritise its work and staffing,
initially redeploying more than four thousand experienced compliance staff to its new
COVID supportschemes. These changes resulted in less capacity to check whether people
and businesses are complying with tax rules. HMRC opened fewer tax enquiries and
prosecuted far fewer people for tax evasion during the pandemic. Tax revenue directly
attributable to HMRC compliance work (compliance yield) fell as a proportion of tax
revenue from an average of 5.2% before the pandemic to 4.2% in 2021-22, the lowest
level since 2011-12. This equated to £9 billion less yield over the two years (2020-21 and
2021-22) compared with its performance before the pandemic. HMRC’s compliance
staff were also less productive due to social distancing restrictions and the loss of more
experienced staff. On average, those still working on tax compliance generated £1.1
million of compliance yield a year per staff member, compared with £1.3m before the
pandemic.

HMRC does not yet have a full understanding of how the pandemic and its response
to it have affected levels of non-compliance. There is a risk that fewer compliance
investigations and prosecutions, which HMRC does not expect to return to pre-
pandemic levels, will weaken the deterrent effect of HMRC’s work. It seems likely that
many more non-compliant taxpayers will now escape paying their fair share of tax
potentially undermining the sense of fairness on which the tax system relies.

The disruptions caused by the pandemic and the cost of living crisis mean the tax gap
is highly uncertain and it is concerning that levels of non-payment are rising. With
HMRC under increasing pressure, we are disappointed that it could not say what level of
compliance yield it could routinely generate with the resources it has. This makes it hard
to have confidence that HMRC will live up to its claim that no tax will go uncollected
as a result of the pandemic. HMRC should have a clear plan and trajectory to catch up
on compliance activity and prosecutions not carried out during the pandemic. HMRC
must also show how it will support the growing number of taxpayers who want to pay
their tax but also need its help, ensuring that it is never easier for people to cheat the tax
system than to comply with it.
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Introduction

HMRC administers the UK’s tax system and seeks to collect the right tax, to make it easy
to get tax right and hard to bend or break the rules, and to maintain taxpayers’ consent
by treating them fairly. Before the pandemic, HMRC’s strategy increasingly focused
on prompting taxpayers to get their taxes right first time, for example by helping them
understand tax rules or closing loopholes. HMRC also uses compliance enquiries and
investigations to identify and respond to non-compliance, including more severe forms
such as tax evasion and other criminal activity, and to provide a strong deterrent effect to
encourage other taxpayers to take compliance seriously.

The COVID-19 pandemic changed HMRC'’s priorities. It had to quickly implement new
COVID-19 support schemes such as furlough, and to provide additional support to
taxpayers. This meant redeploying staff from across the department, including compliance
staff. Lockdowns and social distancing also affected its ability to conduct investigations
in person. Since then, the cost of living crisis has further affected taxpayers’ ability to pay
their tax, with debt to HMRC rising steadily.
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Conclusions and recommendations

L.

HMRC’s reprioritisation of staff for the pandemic response inevitably led to
less tax compliance activity. HMRC needed to redeploy experienced compliance
staff to support the new COVID schemes. The number of staff it redeployed varied
over the pandemic, but on average 1,356 full-time equivalent (FTE) compliance
staff worked on the COVID schemes in 2020-21, peaking at more than 4,000 FTE
in May 2020. It was inevitable this would reduce tax compliance activity. HMRC
opened 114,000 (32%) fewer cases in 2020-21 than the previous year and paused
many ongoing ones. Despite this, it was more than a year before HMRC began
recruiting at scale to address the resource shortage that resulted from having to
redeploy staff. The pandemic also affected the productivity of staff that remained
working on tax compliance. During the two pandemic years, compliance yield per
staff member fell from £1.3m a year to £1.1m (in 2021 prices). HMRC has since taken
action to address the shortages in staff numbers, and recently recruited 4,800 new
compliance staff, leading to 2,500 more FTE than in 2021-22. However, the return
per staff member is likely to stay lower than before the pandemic due to lack of
experience among newer staff.

Recommendation 1: HMRC should learn from the experience of staffing challenges
in the pandemic and specify how it can respond more quickly where it looks likely
compliance work will not keep pace with levels of non-compliance.

HMRC does not expect to prosecute as many people for tax evasion as it did
before the pandemic. HMRC prosecuted far fewer cases during the pandemic than
before 2020. It has said publicly that no one will escape prosecution and that it has
up to 20 years to follow up on cases of fraud. However, it also said it would not
prosecute as many people as before the pandemic, despite a reduction of around
1,000 cases during the two pandemic years. HMRC says its strategy is to prosecute
the most serious forms of evasion and criminal activity, and that it focuses on high-
value and high-profile cases rather than large volumes of smaller cases. However,
we are concerned that, without sufficient numbers of prosecutions, HMRC cannot
demonstrate a credible deterrent effect. We have previously recommended that
HMRC should measure the deterrent effect of its work, but it concluded that it could
not do so.

Recommendation 2: HMRC should develop a better understanding of the deterrent
effect of its compliance work, for example by monitoring the future revenue benefit
of prosecutions compared to those it decides not to prosecute. It should utilise the
expertise of academics, if necessary, for example using the HMRC Datalab.

Compliance yield fell during the pandemic, and HMRC does not know what
level it should be targeting with its current resources. In the five years before the
pandemic, HMRC collected on average around 5.2% of tax revenues through its
compliance work. This fell significantly during the pandemic, initially to 5.0% in
2020-21 and then 4.2% in 2021-22. This drop equates to a £9 billion reduction in
compliance yield over the two years, compared with previous performance. HMRC
maintains that no tax will go uncollected as a result of the pandemic. However, it
would not be drawn on the future level of compliance yield it can generate beyond
the current year’s target of £36 billion, citing uncertainty in the economy and
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inflationary pressures. We are concerned that any compliance yield projections or
targets it expresses in cash terms will not be sufficiently stretching during a period
of high inflation. HMRC will need compliance yield to exceed 5.2% of tax revenues
over the next few years to demonstrate it has caught up with the impact of the
pandemic.

Recommendation 3: HMRC should set a clear target of the compliance yield
required to make up the shortfall during the pandemic, and specify a rolling target
for compliance yield as a percentage of tax revenues.

HMRC is not doing enough to help those who want to pay their taxes correctly.
Taxpayers who want to pay their tax sometimes need help to get it right, and both
the pandemic and the economic situation since have put pressure on people and
businesses. Tax debt levels have risen again—from £39.4 billion in April 2022 to
£45.7 billion in November 2022—rather than decrease as HMRC initially expected.
HMRC has made changes to its debt management practices, including tailoring its
approach to each taxpayer’s circumstances and ability to pay, and informing this
with new data from credit reference agencies. It has improved its productivity at
recovering overdue debts, which we welcome. However, this has still not been enough
to stop debt levels rising due to the number of people finding it difficult to pay.
HMRC’s customer services are also struggling with high call volumes, particularly
at certain times of year, meaning those who need help to get their tax affairs right
cannot always get support. Taxpayers who want to put their affairs right can find it
hard to do so due to inflexible repayment practices and confusing correspondence
from HMRC.

Recommendation 4: HMRC should ensure it is providing sufficient support to
taxpayers, big and small, who want to pay their tax. It should look at whether
the additional staff it has secured for debt recovery work are sufficient, given it is
struggling to keep up with demand even with better productivity.

We are concerned that HMRC may be overstating the impact of its compliance
work, and that it is overcharging some taxpayers. HMRC tests 400 of its completed
compliance cases each year. In 2021-22, 80 of these cases had errors in the
compliance yield recorded, which were skewed towards overstating yield. HMRC’s
testing also found seven cases where it had overcharged the taxpayers by a total of
£32 million. HMRC says that it has controls in place to prevent over-recording of
yield but acknowledges that it does not know to what extent the errors identified are
representative of compliance yield as a whole being overstated. HMRC also cannot
estimate how many taxpayers it is overcharging following compliance enquiries,
or by how much. It says that there has been a slight improvement in the quality
of its casework in the past year but acknowledges that the number of overcharges
identified in its sample testing is too high. HMRC has agreed to update its testing
approach so that it can better estimate the extent of errors it makes.

Recommendation 5:

a) HMRC should develop statistically robust estimates of the level of error
in its compliance yield measure, and how far taxpayers are overcharged.
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b) HMRC should demonstrate it has taken all proportionate steps to identify
and correct overcharges. It should make clear what compensation is
available if taxpayers are overcharged.

There are signs that the tax gap may grow, and that HMRC does not have the
operational resilience needed to deal with this. HMRC is funded to stop the tax
gap from growing. The tax gap is an important measure of how much revenue may
be missed—due to evasion, avoidance or non-payment—that could otherwise fund
vital public services. Due to the way it is estimated, the tax gap does not yet reflect
the full impact of the pandemic and will not do so for some time. HMRC’s latest
estimate is that the tax gap was stable in 2020-21, but HMRC says that this has a
much larger range of uncertainty than normal and may need to be revised as it gets
more data. There is a significant risk that the tax gap will grow, in light of compliance
yield dropping and levels of debt and non-payment rising. HMRC’s own planning
estimates indicate that it is unlikely to generate enough compliance yield to stop the
tax gap from growing in the next few years. However, it does not have a contingency
plan if this happens. Since it takes four years to get compliance staft fully trained
and up to speed, there could be a long lag if HMRC waits to determine whether it
needs more resources. HMRC has up to 20 years to pursue cases of suspected non-
compliance, but this only applies to fraud cases. For errors the period is less, and in
some cases HMRC cannot go back more than four years.

Recommendation 6:

a) HMRC needs to build in more resilience to the tax system, with the tax gap
at risk of growing and high returns available from compliance work there
is a strong value for money case for increasing resources.

b) At a minimum, HMRC should specify a contingency plan for bringing
in additional compliance capacity to ensure increased levels of non-
compliance can be tackled quickly, and before the window closes for
investigating cases it did not pursue during the pandemic.
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1 Impact of the pandemic on tax
compliance

1.  On the basis of a report by the Comptroller and Auditor General, we took evidence
from HM Revenue & Customs (HMRC) regarding the challenges to tackle non-compliance
during and following on from the pandemic.'

2. HMRC administers the UK’s tax system and seeks to make sure that people and
businesses comply with tax rules. Its objectives include to collect the right tax, to make
it easy to get tax right and hard to bend or break the rules, and to maintain taxpayers’
consent by treating them fairly.

3. Before the pandemic, HMRC’s strategy increasingly focused on prompting taxpayers
to get their taxes right first time, which it considers more cost-effective and better for
the taxpayers. For example, this includes helping them understand tax rules, changing
legislation to close loopholes or amending its own processes to reduce opportunities
to evade tax. HMRC also uses compliance enquiries and investigations to identify and
respond to non-compliance, including more severe forms such as tax evasion and other
criminal activity, and to provide a strong deterrent effect to encourage other taxpayers to
take compliance seriously.?

4. 'The COVID-19 pandemic changed HMRC'’s priorities. It had to quickly implement
new COVID-19 support schemes such as furlough, and to provide additional support
to taxpayers affected by the pandemic. This meant redeploying staft from across the
department, including compliance staff. Lockdowns and social distancing also affected
HMRC’s ability to conduct investigations in person.* Since then, the cost of living crisis
has further affected taxpayers’ ability to pay their tax, with debt to HMRC rising steadily.

Compliance activity during the pandemic

5.  HMRC had to redeploy compliance staft to the COVID-19 response. At the peak in
May 2020, HMRC had redeployed more than 4,000 full-time equivalent (FTE) staff from
its Customer Compliance Group (CCG) to work on its new COVID support schemes.
The number of people working on the schemes varied over the pandemic, and on average
throughout 2020-21 HMRC had redeployed 1,356 FTE staff to the schemes. Since some
other staff were tied up in other priority work such as EU Exit, this reduced the staff
available for remaining compliance work by 12% in 2020-21, to 15,581 FTE.°

6. HMRC told us that it was inevitable that the pandemic would affect how much tax
compliance work it could do and the impact it could have.” HMRC opened 114,000 (32%)
fewer cases in 2020-21 than in the previous year. For example, it chose not to pursue
new enquiries into sectors at the frontline of the pandemic response, such as healthcare.®

C&AG's Report, Managing tax compliance following the pandemic, 2022-23, HC 957, 16 December 2022
C&AG's Report, para 1

C&AG's Report, para 4-5

C&AG's Report, para 3

Qq 41, 81, 84

Qq 45-46; C&AG’s Report, para 8

Qq 35, 47

Q46
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It also closed 103,000 (29%) fewer cases, in part because it paused many ongoing cases.
HMRC offered taxpayers more time and the option to pause enquiries, except in cases
where it suspected fraud or criminal activity.’

7. During the two pandemic years of 2020-21 and 2021-22, ‘compliance yield” (the
additional revenues protected as a result of HMRC'’s interventions) per staff member fell
from £1.3 million a year to £1.1 million (in 2021 prices)."* HMRC told us this was due to
several factors, including the fact that staft redeployed away from tax compliance and onto
the COVID schemes were typically more experienced."” HMRC’s operations were also
affected by external factors such as court closures and requirements on homeworking,
social distancing or personal protective equipment.*?

8. HMRC did not initially recruit at scale but has more recently recruited 4,800 new
compliance staff, leading to 2,500 more FTE than in 2021-22. HMRC expects staff
productivity to increase over the next few years, but told us that new staff take up to four
years to be fully productive. The return per staff member is therefore likely to stay lower
than before the pandemic due to lack of experience among newer staff."?

Prosecutions

9. Over the two pandemic years, HMRC completed around 1,000 fewer prosecutions for
tax-related offences than before the pandemic. In 2020-21 and 2021-22, it concluded just
163 and 236 prosecutions respectively, compared with around 700 a year in the two years
before the pandemic."* HMRC told us that court closures and reduced court capacity
during the pandemic affected the extent to which it could progress prosecutions through
the courts, which therefore constrained the numbers it could complete.*®

10. However, HMRC also told us that it was already reducing numbers of prosecutions
before the pandemic, and that is not planning on restoring the number of prosecutions
to pre-pandemic levels, even with the backlog. Before the pandemic, the number of
prosecutions had reduced from around 900 in 2017-18 to around 700 in each of 2018-19
and 2019-20. HMRC told us this was because it considered that its criminal prosecution
powers were best used to tackle the most serious and complex cases, rather than large
volumes of smaller cases.'®

11. We asked whether such significant reductions in prosecutions risks weakening the
deterrent effect of HMRC’s work, which could lead to greater levels of non-compliance.
HMRC told us that while it wants to see serious tax crimes addressed in the most effective
way, it is not seriously concerned that the reduction might weaken the deterrent effect.
It argued that the publicity around high-profile convictions, as well as its use of other
enforcement tools such as civil powers, is sufficient to maintain a credible deterrent.'”
However, it does not have a way to monitor this. This Committee has previously
recommended that HMRC should measure the deterrent effect of its work, but it concluded

9 Q 46; C&AG's Report, para 9

10 C&AG’s Report, para 19

1 Q 46

12 Q 80; C&AG's Report, para 1.10

13 Qq 44, 80; C&AG's Report, para 19
14 Q 47; C&AG's Report, para 16

15 Qq 48-52

16 Qq 53-54; C&AG's Report, para 16
17 Qq 47,55
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that it could not do so.'® There may be scope for HMRC to make more use of the expertise
of academics, for example using its Datalab which provides trusted researchers with
secure access to anonymised data.'

Compliance yield

12. HMRC defines compliance yield as the additional revenue collected and protected
that would have otherwise been lost to the Exchequer if not for HMRC'’s interventions. It
is the most direct measure of the impact of HMRC’s compliance work, and it covers both
the broad effect of its measures to prevent non-compliance and the direct impact of its
enquiries and investigations into non-compliance that has already happened.*

13. In the five years before the pandemic, HMRC collected or protected an average of
5.2% of tax revenues through its compliance work. In 2020-21, total tax revenues fell as a
result of the pandemic, but compliance yield fell slightly further, dropping to 5.0% of total
revenues. In 2021-22, total revenues rose by 20% to record levels following the reopening
of the economy and other factors such as higher inflation. However, compliance yield
did not recover at the same pace, dropping to 4.2% of total revenues. This drop equates
to a £9 billion reduction in compliance yield over the two years, compared with previous
performance.” HMRC told us that this partly reflected the economic impacts of the
pandemic, and that there was less yield to be had. However, it also acknowledged that the
reduction was affected by reductions in its own work, and a reduced ability of taxpayers
to engage with its enquiries.??

14. We asked HMRC whether, to catch up on compliance yield lost during the pandemic,
it should expect to generate higher levels of yield than before the pandemic over the next
few years. HMRC acknowledged that this should happen over time and suggested that no
tax should go uncollected as a result of the pandemic because it can go back up to 20 years
with its compliance enquiries. However, it told us that other risks of non-compliance may
take priority. There are also timing issues between when taxes are owed and when HMRC
records compliance yield, meaning the full impact of the pandemic will not be known for
several years.”> HMRC would therefore not be drawn on what levels of compliance yield it
should target in the coming years, either as a percentage of total revenues or in cash terms,
beyond aiming for £36 billion in the current year. It told us this was due to uncertainty in
the economy and inflationary pressures.**

18 Treasury Minutes, Government responses on the Thirty Fourth to the Thirty Sixth; the Thirty Eighth; and the
Fortieth to the Forty Second reports from the Committee of Public Accounts: Session 2015-16, Cm 9323, July
2016

19 %s://www.gov.uk/government/publications/hmrc—datalab

20 C&AG's Report, para 2.2-2.3

21 Qq 35, 85; C&AG’s Report, para 11-12

22 Qq 35, 45-46, 85

23 Qq 85-86, 88; C&AG’s Report, para 2.8-2.9

24 Qg 89-95



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/540479/56385_Cm_9323_Web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/540479/56385_Cm_9323_Web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/540479/56385_Cm_9323_Web.pdf
https://www.gov.uk/government/publications/hmrc-datalab
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2 Understanding how to catch up
following the pandemic

Supporting taxpayers who want to pay their taxes correctly

15. HMRC told us that the pandemic created difficulties for taxpayers, and that the
economic situation since has continued to put pressure on them.”> HMRC’s strategy in
recent years has increasingly focused on preventing non-compliance occurring in the first
place, including by helping taxpayers get their tax affairs right.*

16. Following our previous recommendations on HMRC’s debt management practices
during and after the pandemic, HMRC has made changes to its approach aimed at
supporting people and businesses to pay what they owe and recovering debts more quickly.
This includes tailoring its approach to each taxpayer’s circumstances and ability to pay,
and informing this with new data from credit reference agencies. HMRC has also added
500 staff to its debt management service. It told us that these efforts have improved its
productivity at recovering overdue debts and that it has made strong progress to settle the
tax debts amassed during the pandemic, which we welcome.?”

17. However, HMRC acknowledged that, despite these improvements, its initial
expectation that debt levels would reduce has not been borne out in practice. This is
because of ongoing economic pressures affecting taxpayers, particularly small businesses.
Instead, debt levels have risen again - from £39.4 billion in April 2022 to £45.7 billion in
November 2022.%*

18. HMRC can also support taxpayers through its customer service functions, by
answering questions or otherwise providing helpful information in a timely way. However,
its customer services have also been struggling with high call volumes, particularly at
certain times of year such as the January deadline for filing self-assessment returns.?
We have previously reported on a deterioration in service levels in the past few years.*
If people cannot contact HMRC when they need to, then some of those who need help
to get their tax affairs right will not always be able to get support. We have also heard
examples of people who want to put their affairs right but find it hard to do so because of
HMRC’s approach. Examples have included inflexible repayment practices and confusing
correspondence.’

25 Qq 35-36, 40, 84

26 C&AG's Report, para 5

27 Qq 37-41, 44; Letter from Jim Harra, 24 January 2023

28 Q 41; Letter from Jim Harra, 24 January 2023

29 Q103

30 Committee of Public Accounts, HMRC performance in 2021-22, Thirty-Third Report of Session 2022-23, HC 686,
11 January 2023

31 Qq 79, 102-103
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Understanding the impact of HMRC’'s compliance work

19. HMRC’s compliance yield estimate is an important measure of the impact of its
compliance work. A good understanding of this performance is essential for identifying
whether HMRC has the overall resources it needs, as well as whether it is deploying these
resources to where they are most effective.*

20. HMRC’s quality assurance arrangements involve testing 400 of its completed
compliance cases each year. In 2021-22, 80 of these cases had errors in the compliance
yield that HMRC had recorded. These errors included both overstated and understated
figures, and occurred for a range of reasons including data input mistakes, incorrect
calculations, or incorrect decisions on what should or should not be included. However,
they were skewed towards overstating compliance yield. Out of £736 million of yield that
was tested, the net effect of the errors was to overstate compliance yield by £59.7 million
(8%).%

21. HMRC’s 2021-22 testing also found seven cases where taxpayers had been
overcharged following the completion of a compliance enquiry, by a total of £32 million.
Almost of all of this was a single large overcharge, which HMRC identified before any
payment was taken.** However, most of the smaller overcharges were for individuals or
small businesses, who might therefore have struggled to pay had HMRC not identified the
error and corrected the position.> HMRC told us that it has controls in place to prevent
over-recording of yield, and that its testing has found a slight improvement in the quality
of its casework in the past year. However, it acknowledged that the seven overcharges it
identified was too many.*®

22. HMRC does not know to what extent the errors identified are representative of
compliance yield as a whole being overstated. HMRC also cannot estimate how many
taxpayers it is overcharging following compliance enquiries, or by how much. HMRC
explained that it designed its sampling process to examine quality in all areas of its
casework, rather than to provide assurance on the overall estimate. Its approach means
it cannot accurately extrapolate the errors or overcharges it finds to produce an overall
estimate of their impact. HMRC told us it expects compliance yield to be materially correct
but it cannot provide assurance that this is the case. Errors should be rare, and finding a lot
of them in a sample may indicate a bigger problem that merits further testing. HMRC told
us that it is reviewing how it can update its testing approach so that it can better estimate
the extent of errors it makes, based on suggestions from the National Audit Office.”

Stopping the tax gap from growing

23. HMRC is funded to stop the tax gap from growing. The tax gap is an important
measure of how much revenue may be missed—due to evasion, avoidance or non-payment
—that could otherwise fund vital public services.*®

32 C&AG's Report, para 2.2, 2.14

33 Qq 57-58, 64-65; C&AG's Report, para 2.12

34 Qq 56, 59, 67-70, Letter from Jim Harra, 9 February 2023

35 Letter from Jim Harra, 9 February 2023; C&AG’s Report, para 2.12
36 Qq 59-60

37 Qq 61-66; C&AG’s Report, para 2.13

38 Qq 1, 44, 90, 106; C&AG's Report, para 2.18
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24. Due to the way it is estimated, the tax gap does not yet reflect the full impact of the
pandemic and will not do so for some time. HMRC’s latest estimate is that the tax gap
remained stable in 2020-21, at 5.1% of taxes theoretically owed. However, HMRC'’s tax gap
estimates typically need to be revised over several years as it gets more data. HMRC told
us that its 2020-21 estimate has a much larger range of uncertainty than normal, because
of the impact the pandemic had on some of the key data sources it uses.*

25. Some measures that affect the tax gap have weakened since the start of the pandemic,
indicating that the tax gap may grow in the coming years. Non-payment of taxes owed
is one such component of the tax gap that HMRC expects will grow. Levels of debt and
non-payment rose considerably during the pandemic, and debt levels are not reducing
as quickly as HMRC expected them to.** Compliance yield, which reduces the tax gap,
also saw a significant drop during the pandemic.** HMRC’s Customer Compliance Group
(CCQG) produces planning estimates of the level of compliance yield it thinks it will need to
achieve to stop the tax gap from growing, and the range of yield it thinks it could achieve.
Its own planning estimates indicate that it is unlikely to generate enough compliance yield
to stop the tax gap from growing in the next few years. The gap between the required level
and HMRC’s mid-point planning estimate equates to around £17 billion in total over the
three-year period. HMRC would need to achieve its upper estimate of compliance yield to
stop the tax gap from growing, but in practice expects to achieve somewhere between its
upper and mid-point estimates.*?

26. We asked whether HMRC needed more resources to catch up on the impact of the
pandemic and to keep the tax gap from growing, and whether it was looking to recruit
more. HMRC acknowledged that it will be more challenging to maintain the tax gap than
it has been in the recent past but did not indicate what contingency plans it had if its
resources were insufficient.** HMRC told us that it will be gradually reintegrating staff
from COVID-19 work to tax compliance between April and September 2023.%* It also told
us that it has recruited 4,800 staff to its compliance group in the past two years. However,
it takes up to four years for new staff to be fully trained and to gain enough experience
to be fully effective, due to the complex nature of tax legislation and investigations which
require skills ranging from technical tax knowledge to project management.*> HMRC
also argued that it has up to 20 years to pursue cases of suspected non-compliance during
the pandemic. However, this only applies to cases of suspected fraud. For errors the period
is less, and in some cases HMRC cannot go back more than four years.*°

39 Qq 82-83, 93-95

40 Qq 35-36, 41, 81, 84

41 Qq 35, 85; C&AG's Report, para 12
42 C&AG's Report, para 18

43 Qq 44, 85-87

a4 Q43

45 Qq 44, 80; MFP0001

46 Qq 25, 85-87
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Formal minutes

Monday 17 April 2023
Members present:

Dame Meg Hillier

Olivia Blake

Sir Geoftrey Clifton-Brown
Mrs Flick Drummond

Mr Mark Francois

Anne Marie Morris

Nick Smith

Managing tax compliance

Draft Report (Managing tax compliance following the pandemic), proposed by the Chair,
brought up and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 26 read and agreed to.

Summary agreed to.

Introduction agreed to.

Conclusions and recommendations agreed to.

Resolved, That the Report be the Forty-ninth of the Committee to the House.

Ordered, That the Chair make the Report to the House.

Adjournment

Adjourned till Thursday 20 April at 9.30am.
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Witnhesses

The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications
page of the Committee’s website.

Thursday 26 January 2023

Jim Harra CB, Chief Executive and First Permanent Secretary, HM Revenue and
Customs; Penny Ciniewicz, Director General Customer Compliance Group, HM
Revenue and Customs; Alison Bexfield, Director for Customer Compliance
Finance &amp; Planning, HM Revenue and Customs Q1-113

Published written evidence

The following written evidence was received and can be viewed on the inquiry publications
page of the Committee’s website.

MFP numbers are generated by the evidence processing system and so may not be complete.
1 Bantock, Mr Geoff (MFP0003)

2 Mba, Dr Osita (University of Essex) (MFP0002)

3 TaxWatch (MFP0OO0O1)


https://committees.parliament.uk/work/7116/default/publications/oral-evidence/
https://committees.parliament.uk/work/7116/default/publications/oral-evidence/
https://committees.parliament.uk/oralevidence/12919/html/
https://committees.parliament.uk/work/7116/default/publications/written-evidence/
https://committees.parliament.uk/work/7116/default/publications/written-evidence/
https://committees.parliament.uk/writtenevidence/115852/html/
https://committees.parliament.uk/writtenevidence/115784/html/
https://committees.parliament.uk/writtenevidence/115783/html/
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List of Reports from the Committee
during the current Parliament

All publications from the Committee are available on the publications page of the
Committee’s website.

Session 2022-23

Number Title Reference
1st Department for Business, Energy & Industrial Strategy HC 59
Annual Report and Accounts 2020-21
2nd Lessons from implementing IR35 reforms HC 60
3rd The future of the Advanced Gas-cooled Reactors HC 118
4th Use of evaluation and modelling in government HC 254
5th Local economic growth HC 252
6th Department of Health and Social Care 2020-21 Annual HC 253
Report and Accounts
7th Armoured Vehicles: the Ajax programme HC 259
8th Financial sustainability of the higher education sector in HC 257
England
9th Child Maintenance HC 255
10th Restoration and Renewal of Parliament HC 49
11th The rollout of the COVID-19 vaccine programme in England HC 258
12th Management of PPE contracts HC 260
13th Secure training centres and secure schools HC 30
14th Investigation into the British Steel Pension Scheme HC 251
15th The Police Uplift Programme HC 261
16th Managing cross-border travel during the COVID-19 pandemic HC 29
17th Government'’s contracts with Randox Laboratories Ltd HC 28
18th Government actions to combat waste crime HC 33
19th Regulating after EU Exit HC 32
20th Whole of Government Accounts 2019-20 HC 31
21st Transforming electronic monitoring services HC 34
22nd Tackling local air quality breaches HC 37
23rd Measuring and reporting public sector greenhouse gas HC 39
emissions
24th Redevelopment of Defra’s animal health infrastructure HC 42
25th Regulation of energy suppliers HC 41
26th The Department for Work and Pensions’ Accounts 2021-22 - HC44

Fraud and error in the benefits system

27th Evaluating innovation projects in children’s social care HC 38


https://committees.parliament.uk/committee/127/public-accounts-committee/publications/
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Number Title Reference
28th Improving the Accounting Officer Assessment process HC 43
29th The Affordable Homes Programme since 2015 HC 684
30th Developing workforce skills for a strong economy HC 685
31st Managing central government property HC 48
32nd Grassroots participation in sport and physical activity HC 46
33rd HMRC performance in 2021-22 HC 686
34th The Creation of the UK Infrastructure Bank HC 45
35th Introducing Integrated Care Systems HC 47
36th The Defence digital strategy HC 727
37th Support for vulnerable adolescents HC 730
38th Managing NHS backlogs and waiting times in England HC 729
39th Excess Votes 2021-22 HC 1132
40th COVID employment support schemes HC 810
41st Driving licence backlogs at the DVLA HC 735
42nd The Restart Scheme for long-term unemployed people HC 733
43rd Progress combatting fraud HC 40
44th The Digital Services Tax HC 732
45th Department for Business, Energy & Industrial Strategy HC 1254
Annual Report and Accounts 2021-22
46th BBC Digital HC 736
47th Investigation into the UK Passport Office HC 738
48th MoD Equipment Plan 2022-2032 HC 731

1st Special  Sixth Annual Report of the Chair of the Committee of Public ~ HC 50
Report Accounts

Session 2021-22

Number Title Reference
1st Low emission cars HC 186
2nd BBC strategic financial management HC 187
3rd COVID-19: Support for children’s education HC 240
4th COVID-19: Local government finance HC 239
5th COVID-19: Government Support for Charities HC 250
6th Public Sector Pensions HC 289
7th Adult Social Care Markets HC 252
8th COVID 19: Culture Recovery Fund HC 340

9th Fraud and Error HC 253
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Number
10th
11th
12th
13th

14th
15th
16th
17th
18th
19th
20th
21st
22nd

23rd
24th
25th

26th

27th
28th
29th
30th
31st

32nd
33rd
34th
35th

36th
37th
38th
39th
40th
41st

42nd

Title

Overview of the English rail system

Local auditor reporting on local government in England
COVID 19: Cost Tracker Update

Initial lessons from the government’s response to the
COVID-19 pandemic

Windrush Compensation Scheme

DWP Employment support

Principles of effective regulation

High Speed 2: Progress at Summer 2021
Government'’s delivery through arm’s-length bodies
Protecting consumers from unsafe products
Optimising the defence estate

School Funding

Improving the performance of major defence equipment
contracts

Test and Trace update
Crossrail: A progress update

The Department for Work and Pensions’ Accounts 2020-21 -
Fraud and error in the benefits system

Lessons from Greensill Capital: accreditation to business
support schemes

Green Homes Grant Voucher Scheme

Efficiency in government

The National Law Enforcement Data Programme

Challenges in implementing digital change

Environmental Land Management Scheme

Delivering gigabitcapable broadband

Underpayments of the State Pension

Local Government Finance System: Overview and Challenges

The pharmacy early payment and salary advance schemes in
the NHS

EU Exit: UK Border post transition

HMRC Performance in 2020-21

COVID-19 cost tracker update

DWP Employment Support: Kickstart Scheme
Excess votes 2020-21: Serious Fraud Office
Achieving Net Zero: Follow up

Financial sustainability of schools in England

Reference
HC 170
HC 171
HC 173
HC 175

HC 174
HC 177
HC 176
HC 329
HC 181
HC 180
HC 179
HC 183
HC 185

HC 182
HC 184
HC 633

HC 169

HC 635
HC 636
HC 638
HC 637
HC 639
HC 743
HC 654
HC 646
HC 745

HC 746
HC 641
HC 640
HC 655
HC 1099
HC 642
HC 650
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Number Title Reference
43rd Reducing the backlog in criminal courts HC 643
44th NHS backlogs and waiting times in England HC 747
45th Progress with trade negotiations HC 993
46th Government preparedness for the COVID-19 pandemic: HC 952
lessons for government on risk
47th Academies Sector Annual Report and Accounts 2019/20 HC 994
48th HMRC's management of tax debt HC 953
49th Regulation of private renting HC 996
50th Bounce Back Loans Scheme: Follow-up HC 951
51st Improving outcomes for women in the criminal justice HC 997
system
52nd Ministry of Defence Equipment Plan 2021-31 HC 1164

1st Special  Fifth Annual Report of the Chair of the Committee of Public HC 222
Report Accounts

Session 2019-21

Number Title Reference
1st Support for children with special educational needs and HC 85
disabilities
2nd Defence Nuclear Infrastructure HC 86
3rd High Speed 2: Spring 2020 Update HC 84
4th EU Exit: Get ready for Brexit Campaign HC 131
5th University technical colleges HC 87
6th Excess votes 2018-19 HC 243
7th Gambling regulation: problem gambling and protecting HC 134
vulnerable people

8th NHS capital expenditure and financial management HC 344
9th Water supply and demand management HC 378
10th Defence capability and the Equipment Plan HC 247
11th Local authority investment in commercial property HC 312
12th Management of tax reliefs HC 379
13th Whole of Government Response to COVID-19 HC 404
14th Readying the NHS and social care for the COVID-19 peak HC 405
15th Improving the prison estate HC 244
16th Progress in remediating dangerous cladding HC 406
17th Immigration enforcement HC 407

18th NHS nursing workforce HC 408
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Number
19th
20th
21st
22nd
23rd
24th
25th

26th
27th
28th

29th
30th
31st

32nd
33rd
34th
35th
36th
37th
38th
39th
40th
41st

42nd

43rd
44th
45th
46th
47th
48th
49th
50th
51st

52nd

Title

Restoration and renewal of the Palace of Westminster
Tackling the tax gap

Government support for UK exporters

Digital transformation in the NHS

Delivering carrier strike

Selecting towns for the Towns Fund

Asylum accommodation and support transformation
programme

Department of Work and Pensions Accounts 2019-20
Covid-19: Supply of ventilators

The Nuclear Decommissioning Authority’s management of
the Magnox contract

Whitehall preparations for EU Exit

The production and distribution of cash

Starter Homes

Specialist Skills in the civil service

Covid-19: Bounce Back Loan Scheme

Covid-19: Support for jobs

Improving Broadband

HMRC performance 2019-20

Whole of Government Accounts 2018-19
Managing colleges’ financial sustainability
Lessons from major projects and programmes
Achieving government’s long-term environmental goals
COVID 19: the free school meals voucher scheme

COVID-19: Government procurement and supply of Personal
Protective Equipment

COVID-19: Planning for a vaccine Part 1
Excess Votes 2019-20

Managing flood risk

Achieving Net Zero

COVID-19: Test, track and trace (part 1)
Digital Services at the Border

COVID-19: housing people sleeping rough
Defence Equipment Plan 2020-2030
Managing the expiry of PFl contracts

Key challenges facing the Ministry of Justice

Reference
HC 549
HC 650
HC 679
HC 680
HC 684
HC 651
HC 683

HC 681
HC 685
HC 653

HC 682
HC 654
HC 88

HC 686
HC 687
HC 920
HC 688
HC 690
HC 655
HC 692
HC 694
HC 927
HC 689
HC 928

HC 930
HC 1205
HC 931
HC 935
HC 932
HC 936
HC 934
HC 693
HC 1114
HC 1190
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Number Title Reference
53rd Covid 19: supporting the vulnerable during lockdown HC 938
54th Improving single living accommodation for service personnel  HC 940
55th Environmental tax measures HC 937

56th Industrial Strategy Challenge Fund HC 941
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