Jim Harra
HM Revenue Chief Executive and First Permanent

& Customs Secretary

Room 2/75
100 Parliament Street
London
SW1A 2BQ
10" June 2021

Tel 03000 577293
Email perm.secs@hmrc.gov.uk

Dear Committee

| am writing to inform the committee of impacts on HMRC'’s tax gap estimates that result
from the recently published revisions to HMRC’s tax receipts data.

HMRC has made revisions to its historical tax receipts data (tax years between 2015 to 2016
and 2019 to 2020) which will have an impact on the tax gap estimates published in
Measuring tax gaps. The latest receipts data are available in the 25 May 2021 HMRC tax
receipts and National Insurance Contributions for the UK publication. More information on
the receipts revisions can be found in the statistics announcement dated 25 May 2021.

The upward revision to VAT receipts in 2017 to 2018 (£1,060m) is large enough to affect the
value of the VAT gap in that tax year, and to make a small difference to the headline total tax
gap for 2017 to 2018. The VAT receipts revision in 2017 to 2018 implies a 0.8 percentage
point reduction in the VAT gap for that year (to 8%), and a 0.1 percentage point reduction in
the overall tax gap for the year (from 5.0% to 4.9%) compared with the tax gap estimates
published in Measuring tax gaps 2020 edition.

The revisions associated with the changes in receipts data will be combined with the annual
updates HMRC makes to the tax gap estimates to take account of more recent data, for
example compliance data and consumer expenditure data, so the final scale and direction of
revisions may differ to the impacts set out here. Revised estimates of the tax gap will be
published in ‘Measuring tax gaps 2021 edition: tax gap estimates for 2019 to 2020’, which is
due to be published on 16 September 2021.

| will write to the committee again on 16" September with details of the latest tax gap
estimates and to confirm the revised estimates for the 2017 to 2018 tax year.
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https://www.gov.uk/government/statistics/hmrc-tax-and-nics-receipts-for-the-uk
https://www.gov.uk/government/statistics/hmrc-tax-and-nics-receipts-for-the-uk
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.uk%2Fgovernment%2Fstatistics%2Fschedule-of-updates-for-hmrcs-statistics&data=04%7C01%7Csteve.robinson1%40hmrc.gov.uk%7C95e43041fdea4991ddac08d9251dca10%7Cac52f73cfd1a4a9a8e7a4a248f3139e1%7C0%7C0%7C637581632288224366%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=1BYhWzCZWGxqZKu2jBaU83bX0upTXTANZMGidP4ru1A%3D&reserved=0
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/907122/Measuring_tax_gaps_2020_edition.pdf

Yours sincerely

81(@@@9_

JIM HARRA CHIEF EXECUTIVE AND FIRST PERMANENT SECRETARY
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