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Tolley®Exam Training:
The ATT/CTA Tax Pathway
The Tax Pathway enables students to study for both
ATT and CTA qualifications and become members of
both bodies in less time, without reducing the quality
and rigour of your qualifications.
Benefits of the Tax Pathway
> Cost effective – students following the Tax
Pathway route will spend less time out of the
office as they will have one less exam. The cost
of qualifying is likely to be less than following the
sequential qualification route for ATT and CTA.
> Early qualification – as the Tax Pathway provides
a combined route to both the ATT and CTA
qualification, students will be able to sit more
exams earlier.
> More choice - students can choose which ATT
papers they sit, as papers are no longer mandatory.
> No prerequisites – students don’t have to hold
any particular qualifications or have any specific
experience before starting the Tax Pathway.
Pass your examinations confidently the first time with
Tolley®Exam Training’s expert knowledge.
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IN HOUSE TAX MANAGER

TAX ADVISORY MANAGER

TAX ADVISORY SENIOR MANAGER

TAX MANAGER (WITH PARTNER POTENTIAL)

LIVERPOOL

£50,000 - £60,000 dep on exp
An interesting role with a corporate focus but also looking after VAT and employee taxes.
There will be also be tax project work such as R&D claims, corporate reorganisations and
maintaining group TP policies. This role would suit either a qualified tax professional,
or someone qualified by experience, with both tax planning and compliance experience.
REF: R2803

STOCKPORT

To £45,000 dep on exp
This highly rated regional firm seeks an ambitious, high calibre Assistant Manager or
Manager who is looking for an advisory focussed role. This client facing role will involve
working on a wide variety of tax advisory assignments advising both SME’s and individuals.
A great opportunity with huge potential.
REF: A2797

NORTH YORKSHIRE
£Excellent
A superb opportunity to join a forward thinking rapidly growing firm with a friendly
team of tax specialists providing advisory services for owner managed, small and mid-cap
businesses, private and estate clients. You will have expertise in private client and corporate
work. If you are ambitious your dedication will be quickly rewarded with this firm.
REF: S2805

£Competitive
NORTH YORKSHIRE
Fabulous opportunity for a professional and ambitious mixed tax manager to join a
small friendly rural practice. In this interesting and varied hands-on role you will be
dealing with trusts, landed estates, and HNWIs. Ideally you will be ACA and / or CTA
qualified and looking for medium term progression to Partner. Flexible working offered.
REF: S2789

PERSONAL TAX AM / MANAGER

IN-HOUSE CORP. TAX ACCOUNTANT

CORPORATE TAX ASSOCIATE

EXPAT TAX – SENIOR ASSOCIATE / MGR.

MANCHESTER
Circa £40,000 dep on exp
You will take responsibility for managing a varied and interesting portfolio of HINWIs and
other personal tax clients including partnerships and trusts. This a leading independent
firm where you will be responsible for the tax compliance process and also work with
the tax partners on ad hoc technical research and advisory projects from time to time.
REF: A2724
MANCHESTER
To £35,000 dep on exp
This is a great opportunity to join one of the leading national accountancy firms and build
a platform for a long-term career in corporate tax. You will be responsible for preparing and
reviewing the corporate tax returns for a varied client portfolio and assisting with interesting
tax advisory projects.
REF: A2791

MANCHESTER

Circa £50,000
As part of a tax team at this group you will be responsible for UK corporation tax
computations / returns & review of tax disclosure. You will have previous experience
working in a similar role. This is an initial 12-month contract which may become
permanent as the business is growing. Full time or four days a week considered.
REF: R2790

REMOTE WORKING To £50,000 plus excellent benefits
This position offers great career flexibility including the opportunity to work from home on a
regular or even full-time basis. You will have solid experience in expat tax compliance, and will
be a self-starter and confident and proactive in your approach. Part time and full-time roles
are on offer with a superb flexible benefits package.
REF: A2735
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Essential new tax titles from Claritax Books

This major new work, written by two highly experienced
expat advisers (both ex Big 4), is an essential guide for any
UK resident living and working abroad.

The book leads readers through all stages, from preparing
to travel, to arriving in the overseas country, looking after
local tax and inancial matters, housing, inancial and
pension planning, and eventual return to the UK.

£95.00

A thorough, practical guide to the fast-moving area of
employee bene its and expenses: cars and vans, loans,
vouchers, compensation payments, travel & subsistence,
and much more.

Written for inance directors, tax advisers and payroll
departments, this book helps readers to plan the provision
of employee bene its with a full understanding of the
appropriate tax rules, slashing the risks of penalties and
unintended tax liabilities.

£120.00

Other recent releases from Claritax Books include:

www.claritaxbooks.com

01244 342179
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BETTER TOGETHER

+

2,500 CIOT MEMBERS HAVE ALREADY
CHOSEN TO BECOME JOINT MEMBERS OF
THE ATT.
As an existing CIOT member, you
already receive several benefits but
you can get access to an additional
collection of benefits that are only
available to ATT members by becoming
a member of the ATT.
First and foremost, you will be entitled
to use the ATT designation so you can
let current and prospective clients and
employers know you are dedicated to
your profession.

Secondly, you will also get access to
benefits unique to ATT including but
not limited to:
•
•
•
•
•

Tolley’s annual tax guide
Finance Act hard copy
Whillan’s tax rates and tables
Conferences
Pinsent Masons Tax Enquiry
Help Facility

In today’s dynamic world, membership of a tax professional body can be a reliable
constant that is there to support you throughout your career. Why not have two
constants? Join the ATT today!

www.att.org.uk/joint
@ourATT on

Welcome from the editor-in-chief
chris.mattos@lexisnexis.co.uk
Editor-in-chief, Tax Adviser

In print and online

T

his month we have a rich range of content
covering a host of practical, technical and
personal development areas. You can
access all of our content and more online at
www.taxadvisermagazine.com – the weekly CTA
and ATT emails give links to regular Tax Voice
articles which cover some of the more niche
areas of tax and give more in-depth analysis to
topical tax subjects.

Alternative dispute resolution

At the end of 2017 the Civil Justice Council
published an interim report on the future role
of Alternative Dispute Resolution (ADR) in
relation to civil disputes. The CIOT responded
to this report from a tax perspective. On page
28, Helen McGhee considers the reasons to
encourage your clients to consider ADR. Helen
notes that where tax payable is in dispute, tax
practitioners could be more proactive and
assertive in discussions with HMRC regarding
pursuing ADR.

VAT and property

When a business buys a building and pays VAT,
input tax recovery depends on its use of the
building. On page 30, Neil Warren considers the
VAT challenges facing an accountancy practice
buying a property for use in its business, which
it then rents out three years later.

You can
access all of
our content and
more online at
www.taxadviser
magazine.com

Pensions

Individuals with UK registered pension savings
now have significant flexibility over how and
when they can take their retirement benefits.
Choosing the right path can be complex,
especially where the pension beneficiary is
resident overseas. On page 18, Rob Goodley
and Mike Bonner-Davies consider the pension
issues when planning for retirement overseas.

Journal of The Chartered Institute of Taxation and The Association of Taxation Technicians
Artillery House, 11-19 Artillery Row, London, SW1P 1RT. tel: 020 7340 0550
The CIOT is a registered charity – No. 1037771; The ATT is a registered charity – No. 803480
EDITORIAL
Editor-in-chief Chris Mattos
Publisher Jelena Sevo
Editor Emma Reitano
emma.reitano@lexisnexis.co.uk
tel: 020 7400 4653
Web editor Sophia Bell
sbell@tax.org.uk

Offices LexisNexis, Quadrant House,

ADVERTISING & MARKETING
Advertising Manager Charlotte Scott
advertisingsales@lexisnexis.co.uk
tel: 020 8212 1980
Commercial Marketing Director Sanjeeta Patel

Europe print subscription rate 2018

PRODUCTION
Production Assistant Nigel Hope
Design & Technology Manager Elliott Tompkins
Designer Jo Jamieson

The Quadrant, Sutton, Surrey SM2 5AS.
tel: 020 8686 9141

UK print subscription rate 2018
£103.00 for 12 issues

£136.00 for 12 issues
O/S print subscription rate 2018
£136.00 for 12 issues
ATT print student rate 2018
£136.00 for 12 issues

Intangible fixed assets

Intangibles generally follow the accounting
treatment but tweaks round the edges in recent
and coming years have muddied the water. On
page 14, CIOT prize winner, Dan Millichip, provides
a reminder and update on seemingly simple
intangible fixed assets.

IFRS16

The new international accounting standard on
leases, IFRS 16 will mean many more leases are
accounted for as finance leases (rather than
operating leases), with depreciation and finance
charges (rather than rent) posted through the
income statement. This could increase tax costs,
particularly where the CIR applies to restrict
the amount of finance costs deductible for tax
purposes. On page 22, Caroline McCabe considers
the impact of IFRS16 on the corporate interest
restriction.

Disguised Remuneration

On page 34, Patrick Cannon and Simon Farrell
QC examine what remedies users of Disguised
Remuneration arrangements may have against
the advisers and IFAs who recommended they
enter into the arrangements. The usual problem
of proving a loss with a failed tax scheme may not
apply here. However users should get their skates
on with issuing a claim to avoid the expiry of the
limitation period for negligence claims.

Chris Mattos
Editor-in-chief, Tax Adviser
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President’s page
president@ciot.org.uk
Ray McCann

Breaking down barriers

I

t is a privilege to be your President for the
next year. Building on the work done by John
Preston, not to mention Bill Dodwell and the
late Chris Jones, will be no easy task.
A little about me: I was in HMRC from 1975
until 2006. My connection with the CIOT
goes back to 1979 when I started studying at
home for what was ATII. I managed to scrape
a pass and was one of the (then) relatively
few Revenue CTAs. I am also an ATT member
and member of the Chartered Management
Institute. Revenue moves from Glasgow to
London via the Scottish Borders, Suffolk, and
Peterborough meant that I was lucky to work in
all the best parts of the Revenue and with really
great people. In 2006 I joined PwC followed
by McGrigors (now Pinsent Masons), New
Quadrant Partners and currently Joseph Hage
Aaronson. I am grateful to all of those firms for
the opportunity, it can’t have been easy!
With encouragement from Penny Hamilton
I joined Professional Standards in 2006 and
Chaired Standards for two years. I joined Council
in 2012. I also volunteer for Tax Help so know how
challenging tax is for people on low income and
the elderly, which is why we should all be proud of
what LITRG has achieved. LITRG celebrates its 20
anniversary this month, with TaxAid and Tax Help
(which LITRG helped set up) many rely upon it,
including the Government. More recently Bridge
the Gap has raised over £250,000 to help fund
this work. Getting involved and balancing family,
the ‘day job’ and a voluntary role is challenging
and rewarding; if you have not tried, there is no
time like the present!
So to the year ahead, we are ambitious: to
maintain our position as the Professional Body
for tax advisors we need to be. And not just in
the UK. Our CEO Peter Fanning has helped us
build strong links with the Australian and Irish
Tax Institutes and we are still building; ADIT
gets stronger each year and Peter and John
Preston recently met members of the Chinese
Tax Institute and firms working in China.
At home we have strong relationships
with the ICAEW, ICAS and STEP and the other
bodies with whom we partner on PCRT and of
course critical relationships with Government,
HMRC and HM Treasury. The late Chris Jones
referred to us as an ‘honest friend’ but now
we need to be more. The integrity of our tax
system can be assured only where Government,
HMRC and we work better together. Protecting
our members means we must adhere to the
highest professional standards and the updated
PCRT together with an independent Taxation
Disciplinary Board means there is no place for
those who abuse the tax system. But HMRC
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must be more willing to acknowledge that
compliance levels are higher where there is an
adviser who is a member of the CIOT or ATT
and it is good that they are now doing so. On
HMRC, I am regularly asked whether tax people
in firms are ‘better’ than those in HMRC? It’s
too simplistic a question but a key difference
I think is that the interconnection between
taxes and surrounding UK and international
legal framework is better understood in the
profession. It was this stronger understanding
of how taxes interconnect and fit within the
broader UK legal framework that was an
important part of becoming a CTA and I would
encourage anyone, whether in HMRC or not,
to do likewise. For HMRC, working with us,
listening to our concerns, recognising that
some of our members are among the most
experienced and knowledgeable tax people
around and ensuring that they are fully engaged
in helping you deliver major change will bring
rewards as tax becomes digital.
More broadly we need to identify any
barriers preventing our members, whatever
their background, from getting involved. The
gender balance of Council has been improved
but challenges remain, we have a rich ethnically
diverse membership of amazing people but this
is not yet fully reflected in our leadership. While
I expect some will find another male President
disappointing, I hope not and although I would
understand, we should be under no illusion: we
are reliant upon those willing to volunteer. For
some just being a member is enough. Others
do want to be involved and are ambitious to be
successful so we must improve transparency,
whether you just want to attend a Branch
meeting, sit on a Committee or Council or be
the President that takes us to even greater
heights. It would be amazing if we had waiting
lists!
More, I am sure, on all these issues in the
months to come. In the meantime, our Branch
network is a great place to start. You just
don’t know who you might meet! I am looking
forward to seeing you.

Ray McCann
President, CIOT
president@ciot.org.uk

The integrity
of our tax
system can be
assured only where
Government, HMRC
and we work
together
June 2018 | www.taxadvisermagazine.com

2018 ANNUAL RETURN

CHANGES

ATT AND CTA MEMBERS
W hat y ou need to k now
•

n ovember 01 we will be writing to you asking you to
complete the nnual Return for 01 and pay your 019
membership subscription.
• Therefore unlike in previous years we will not be writing to
you in ay regarding the nnual Return.

• The 01 nnual Return will be completed on a calendar
year looking at the period 1st anuary 01 to 31st
December 01 .
A ny q ueries please write to membership@ tax . org . uk

ATT welcome
page@att.org.uk
Tracy Easman

The importance of being careful
Hello to you all!
The month seems to have flown by since my
last Welcome article and I write this latest one
after the hottest Bank Holiday on record. I hope
you all enjoyed the sunshine and, like me, hope
that was not to be all of our summer warmth.
I have mentioned in previous pages about the
importance of consultation with government
and HMRC. The biggest change ahead for all
of us is Making Tax Digital (MTD) and all that is
linked to this programme. We have already seen
one deferral announced on the day of last year’s
ATT AGM, which meant changes made hastily
to Graham Batty’s speech as he was made our
President that same day.
We must all have had concerns about how
the relevant government departments would
manage with the work involved in MTD and
Brexit – both huge projects.
In early May we saw the announcement that
more delays would result to the digitalisation
process. Personally, I was pleased with the
announcement. HMRC’s decision to pause
the rollout of Simple Assessment and the real
time changes to PAYE tax codes gives them
the opportunity to resolve current problems
with these projects (https://t.co./on38FYka4l).
There have been reports of inaccuracies in the
information which HMRC have used in Simple
Assessments to calculate tax bills. And dynamic
coding has caused some employees who have
been paid a bonus early in the tax year, or who
have uneven earnings, to receive an incorrect tax
code which can lead to a tax overpayment.
My view is that it is in no-one’s interest for
legislation and systems to be introduced ‘badly’.
Without careful thought and input from us all,
any major change to the way in which our tax
system works could be a disaster. I am keeping
an eye on calls for volunteers for the pilots for
MTD. I know we cannot all do this at once; some
pilots are quite small at the start, but we should
try to engage with and embrace the new systems
to make sure they work better.
Although a rushed MTD would be a nightmare
for us who work in tax on a daily basis we
must always think of those taxpayers who are
unrepresented. They already struggle with a
complicated tax system and add to that a new
digital system – where can they go for help? It
is because of this that I am in awe of both LITRG
and Tax Help for Older People (TOP) and the work
they do. I am sure that you are aware of both
but if you have 10 minutes over a coffee one day
have a look at their respective websites to see
the help that they offer: https://www.litrg.org.
uk/ and http://www.taxvol.org.uk/.
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In the past I have been a volunteer for TOP.
My early days in tax saw me offering help to
taxpayers in the local tax office I worked at. I
never imagined that would become a luxury to
some elderly taxpayers. Volunteering for TOP
was a humbling experience and the reward I had
in being able to help was huge. I know how busy
we all are so volunteering may not be an option
but there are other ways in which we can all help.
This is where the Bridge the Gap campaign comes
in. Details can be found here and, if you can,
please help these two worthwhile organisations:
https://www.bridge-the-gap.org.uk/.
Last month I was able to attend the ATT
Admission Ceremony at the House of Lords. It
was a wonderful evening in a stunning location to
welcome new members and their families to the
ATT ’family’. I hope those who attended enjoyed
the evening as much as the officers of the ATT
did. Our thanks to Lord Palmer of Childs Hill who
welcomed us so warmly.
The rescheduled Joint Presidents’ Lunch was
held in the Signet Library in Edinburgh. Sadly, the
‘beast from the east’ in early March had meant
the original lunch had to be cancelled. However,
the delay did not change what was a great event,
meeting colleagues from north of the border.
Thank you all for making us so welcome.
As always, both of these functions were
organised by the amazing events team at Artillery
House. I cannot imagine the work involved in
arranging these events but they always make it
look seamless. A huge thanks to them all for all
they do.
So, my friends, that is all from me this month.
I hope June is a good one for us all. Take care
until next time.

Tracy Easman
Deputy President, ATT
page@att.org.uk

Without
careful
thought and
input from us all,
any major change
to the way in
which our tax
system works
could be a disaster
June 2018 | www.taxadvisermagazine.com

ANNUAL TAX
CONFERENCES 2018
The Association organises an Annual Tax Conference, which are held across several
locations in the UK. This conference concentrates on topical issues with an emphasis on
the practical issues faced on a daily basis by the Taxation Technician.
Our knowledgeable speakers provide detailed notes and illustrate their lectures with practical
examples gained from their experience in practice. The conference also gives you an ideal
opportunity to network with like-minded professionals. Attendance at the Annual Tax
Conference will also give you 6 hours of Continuing Professional Development.
Speakers to include:

Topics will include:
• Tax update – what’s new and what
takes effect in for 2018

• Michael Steed
• Mike Thexton

• Compliance update – the latest on
MTD & penalties
• OMB case study - covering profit
extraction, succession and liquidation
• Professional standards
• VAT and potential Brexit issues
• Property taxes - where are we in
2018?
• Employment taxes –2018 update

Conference pricing:
• ATT members and students: £170
The above reduced rate also applies to AAT, ACCA, ICAS, CIMA
and Accounting Technician Ireland Member(s) or Student(s)
• Non Members: £240

Venue

City

Date

London

Saturday 9th June

Holiday Inn - Bloomsbury

Haydock

Thursday 14th June

Holiday Inn - Haydock

Birmingham

Wednesday 20th June

Holiday Inn – Birmingham

Newcastle

Thursday 28th June

Crowne Plaza - Stephenson Quarter

VISIT WWW.ATT.ORG.UK/attconfe2018
TO REGISTER AND FOR MORE INFORMATION

9:30-4:30pm

PROFESSIONAL SKILLS

Knowing
yourself

KEY POINTS
zz
What is the issue?

You may not really know what selfawareness is even if you think you
do. This article explains what selfawareness is with anecdotes and what
the benefits could be of enhancing
yours.
zz
What does it mean to me?
By reading the article you will likely
pause for some reflection.
The article is relevant to tax
professionals at all stages in their
careers and in all walks of the tax
profession.
zz
What can I take away?
An increased understanding about what
self-awareness is; inspiration; know
what the benefits are of enhancing
one’s self-awareness; six steps to
get started on enhancing your selfawareness, and some memorable
anecdotes.
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Jo Maughan explains why the key to your success
is enhancing your self-knowledge

A

s you move up the career ladder,
it’s fairly common to be told
you need to increase your selfawareness. Okay, you understand the
words, but what does it actually mean?
And why should you care? Let me explain
with a story…
Andrew (not his real name) had been
promoted into his first Head of Tax role.
He’d previously been the number two
so was the obvious successor when the
Head of Tax retired. The CFO tasked him
with transforming the tax department
from one that reacted to the risks the
business threw at it to being one that
worked hand-in-hand with the business
to proactively manage and report on
tax risks. Andrew saw the future very

clearly but didn’t know how to get his
team to do things differently. Everything
he’d tried felt like pushing water uphill.
In a light-bulb moment, Andrew realised
he’d been trying to win over his team
using logic, his preference, when what
was needed was to respond to the
preferences of his team. In that moment,
Andrew grew his self-awareness and
realised what new tactics he could try to
get what he and the CFO wanted.
Self-awareness is defined as being
the conscious knowledge of one’s
own character, feelings, motives, and
desires.
A boss once said to me that selfawareness is to understand the impact

June 2018 | www.taxadvisermagazine.com

PROFESSIONAL SKILLS

PROFILE
Name Jo Maughan
Position Career & Leadership Coach, Speaker, Author
Company Your Thinking Partner Limited
Tel 07771 542457
Email jo@jomaughan.co.uk
Website www.jomaughan.co.uk
Profile Jo Maughan is a leading career & leadership coach whose first career was in tax,
most latterly as a Tax Director for BP’s UK marketing businesses. Today she inspires and
equips tax, legal, and finance professionals to get more of what they want, and to be
more their whole, best selves at work and in life.
meeting wasn’t productive and was rescheduled. At that point in my career, my
level of self-awareness had not equipped
me sufficiently to plan HOW I would
communicate the findings of the review
in a way that people would be able to
hear. Had I known about it, I could have
used a tool called Perceptual Positions
to prepare. Had I known how to, I could
have explored the developmental
feedback I’d received about my tendency
to get defensive when challenged.
Then I’d have been able to catch myself
becoming defensive and would have
had a good chance of being able to act
differently.

we have on others. Yes, but first it’s to
understand the impact (positive and
negative) that others have on us; we
automatically better understand and are
able to adjust how we impact on others
once we’ve understood the impact other
people and situations have on us, and
have learned to broaden our own range
of possible responses. As Aristotle said:
‘Knowing yourself is the beginning of all
wisdom.’
In a meeting in 2011, I said that the
review we’d commissioned from a Big
4 firm had concluded that our process
was ‘behind the curve’. Although true,
what I’d failed to anticipate was the
impact this comment would have on
others. They didn’t like it. I was met with
defensiveness, which did not land well
with me. I, in turn, became defensive.
I’d been ‘triggered’ and was unable to
get the meeting back on track because I
was caught up in defending myself. The

I’m guessing this all sounds rather vague
so here’s another real-life story.
I used Perceptual Positions with a client
when he couldn’t work out why his peers
were not sharing information with him.
We revisited an internal meeting where
he’d had this experience. I asked him to
set up the table and chairs in the room
in which we were meeting to replicate
the set-up of his internal meeting. He
did. First, I invited him to sit where he’d
sat which he did. I asked him to revisit
in his mind’s eye what he’d said, how
he’d sat, how he’d felt, and what others
had done and said in response. He did so
(first position). Second, I invited him to
choose one of the other seats to sit in.
He sat in the seat occupied by the lead
partner. I invited him to imagine himself
in the partner’s shoes and to look back at
the seat where he’d been sat to see, hear
and feel himself from the lead partner’s
perspective. He did so (second position),
and saw himself as knowledgeable and
persuasive. We repeated this for the
seat of his peer: He sat in the relevant
seat. He imagined himself into his peer’s
shoes, and saw, heard and felt how he’d
been from his peer’s perspective (second
position). A-ha! He saw himself coming
across as hugely competitive. In that
moment, he grew his self-awareness and
knew what to change. (Had we got on
to it, I would have invited him to take
on the role of a third party observer
(third position) to see, hear and feel the
meeting from that perspective.)
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Self-awareness is part of emotional
intelligence. For leadership positions,
emotional intelligence competencies
account for 85% of what sets outstanding
managers apart from the average (Daniel
Goleman in ‘Working with Emotional
Intelligence’) so unless you want to be
average, the case to grow your selfknowledge is clear.
So how do you know where to
focus your efforts? My advice is to
examine situations that come up in your
everyday working life (and life outside
work too) that you find challenging
and/or ‘difficult’, AND that you wish
were different. You may have received
feedback that it’s a development area.
You may have noticed that whenever one
of these situations come up you generate
stress, worry, or anger for yourself. You
don’t think, feel or behave how you want
to. You are stuck in a groove of repeating
thoughts, feelings and behaviours that
are unhelpful to you, others and your
organisation.
To give you some ideas, here’s a
non-exhaustive list of situations people
can find challenging and often decide to
change:
zz
You doubt yourself constantly and
don’t speak up. When you do, you lack
impact.
zz
You find a colleague ‘awkward’. You’d
like to be able to work together more
productively.
zz
You want to feel more confident
delivering ‘difficult’ messages,
handling conflict and performance
conversations.
zz
You want to be able to confidently and
empathetically handle being on the
receiving end of strong emotions at
w o rk .
zz
You’re not enjoying your present role.
It’s affecting your performance and
that of your organisation but you
go round and round in circles with
possible solutions.
zz
You struggle to delegate because
you worry others won’t do it as well.
You know you’re viewed as a micromanager but you don’t know how to
change.
zz
You sense your team holds things
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back from you. How do you maintain
a professional distance as the
boss and at the same time remain
approachable?
zz
You notice you get into arguments
with colleagues to prove a point. You
know it’s petty and is affecting your
career progression but you can’t
seem to stop.

2. Spot the themes
When you have a list of 10-20
trigger situations, stand back
and spot the themes. It’s very
likely there is a common theme
to the situations. It is also very
likely that it’s that very theme
you need to work on to grow as a
professional and a leader.

People who have explored how they
are in situations such as these and have
changed, nearly always get more from
the self-discovery process than they
imagined: they become more their true
selves, happier and more successful at
work and in life.
So you’ve bought into the idea that
developing your self-awareness is
worthwhile. Now, you’re wondering
what to do next? I suggest these six
steps:

3. Decide what needs to change
Decide what needs to change
in you. Be honest and think big.
What one thing would make the
biggest difference? For example,
to 100% believe in yourself; to stop
being a perfectionist.

1. Identify your triggers
Get yourself a journal or notebook.
As you live your life at work and at
home, notice when you feel negative
emotions of any kind – stress, anger,
overwhelmed, irritation, fear, sadness
etc. Notice what happened to trigger
these emotions. Record these trigger
moments in your notebook or journal –
both generic and specific situations.

4. Picture the benefit of changing
Imagine how you will be and how
situations will be when you’ve changed
the one thing. Picture the future in your
mind’s eye. This will help motivate you.
5. Decide HOW to be different and
what you will do
This is the hard bit. When we are used
to thinking, feeling and behaving as we
do, we don’t know any different and
even when we do, we are unlikely to
know HOW to be different. This is where
personal development books, videos,
courses, mentors and coaches come in.

7-9 September 2018
Lecture topics include:
•

•
•
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R obert J amieson
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Personal service companies – do they still have
a future?
R ebecca B enney worth

6. Do and acknowledge
Do whatever you’ve committed to and
acknowledge yourself for your actions
and your successes – large and small.
Change is not easy, and a new habit
takes at least 40 days to create, so
acknowledge yourself to keep going.

Book online at:
www.tax.org.uk/artuc2018

University of Warwick
•

They support you to discover what’s
getting in your way; to broaden your
perspectives and ways of being; and
they teach tools to help you change.
Remember nothing changes
without action: Decide what you
will do. Decide for how long. Decide
what you will do if you get stuck,
e.g. engage a coach, speak with your
mentor.

•

•

•

•

•
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Spring
is sprung

Mike Truman reports
on the CIOT Spring
Residential Conference
held in Cambridge from
23–25 March 2018

KEY POINTS
zz
What is the issue?

The CIOT Spring residential conference
was held on 23-25 March 2018.
Speakers addressed the latest changes
in tax and other issues affecting
advisers.
zz
What does it mean to me?
The conference ran sessions on the
Residence Nil Rate Band; employment
tax topics such as ‘off payroll
workers’, IR35 and the ‘gig economy’;
entrepreneurial tax reliefs; client due
diligence; clearances; and cross-border
VAT issues to name a few topics.
zz
What can I take away?
The CIOT residential conferences offer
an opportunity to listen to experts
on a variety of tax topics and enjoy
networking with other advisers.

M

y father always used to greet
Spring with a little nonsense ditty
that started ‘Spring has sprung,
the grass is riz…’. I tend to greet it with
‘Time for the CIOT residential conference in
Cambridge’. Hello, I’m Mike, I’m a tax nerd.
It was only just (astronomically) Spring,
the weekend of 23–25 March, but some
reasonably decent weather wasn’t enough
to keep the delegates away from the lecture
theatre, with full houses at most of the
sessions.
The first was given by Lucy Obrey, a
partner in Higgs & Sons, looking at that
model of how not to devise a tax policy, the
Residence Nil Rate Band (RNRB). One of the
many idiosyncrasies that Lucy highlighted
is that if the first death happened before 6
April 2017 the RNRB cannot, by definition,
have been used yet. It is therefore available
to carry forward to the surviving spouse,

PROFILE
Name Mike Truman LLB CTA (Fellow)
Profile Mike is a freelance lecturer and writer. Until March 2015
he was the editor of Taxation. He has won the 2015 Taxation
Award for Lifetime Achievement. He started his career with the
then Inland Revenue as a graduate-entrant inspector in Holloway
District, when there still were such things as local districts, which
shows you how long ago it was. He worked in the tax departments of international,
national and local accountancy firms before setting up his own sole practice and
tax consultancy.
subject to taper relief if applicable. She also
corrected the widespread misapprehension
that you can only use the RNRB of one
predeceased spouse – while the amount
claimed cannot exceed one full RNRB, it can
come from more than one predeceased
spouse if they had used some RNRB on their
own deaths.
The most important area for planning
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in the case of moderately wealthy estates
is to avoid having the RNRB tapered away
because the estate on second death is
worth more than £2 million. Lifetime gifts
should therefore be considered, including
deathbed gifts (after taking into account the
CGT implications) since it is only the estate
on death that counts for RNRB taper, not the
cumulative total over the past seven years.
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Susan Ball, of Crowe Clark Whitehill,
looked at ‘Off-payroll workers’; in other
words, the tricky issues around the gig
economy, IR35, Managed Service Companies,
etc. Thinking particularly of the implications
for engagers, she advised that businesses
should have a proper process for engaging
off-payroll workers, ensuring that adequate
documentation was retained showing the
reasons why they were considered not
to be employees. She said that mutuality
of obligation no longer really featured
on the HMRC tool (CEST) for determining
employment status and had become little
more than a question of whether you had to
do the job when asked. CEST is being used
extensively by public bodies to determine
status, even though it has been criticised
as inadequately reflecting the case law.
A positive opinion can be relied on if the
questions have been accurately answered,
but Susan warned the full report and not just
the answers needs to be kept (the tool gives
an option for producing a pdf showing all the
answers as well as the result).
Although the tests are well known,
they can be difficult to apply in an ongoing
situation. A worker (in the non-technical
sense) may initially be taken on for one shortterm and time-limited task, where off-payroll
working is a realistic assessment, but then
be used more and more after proving their
worth. All too easily an engager finds the
worker has been with them for a couple of
years, used at the engager’s direction on a
number of different tasks, and has become
part and parcel of the organisation without
their employment status being reviewed.
On Saturday morning, David Marcussen
of Marcussen Consulting gave delegates
a plethora of tips on using the various
entrepreneurial tax reliefs. The FA 2015
EIS restriction on not being an existing
shareholder can easily be met by transferring
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any non-EIS shares into the name of a
spouse. However, the provision can catch
unwary EIS investors who buy out a fellow
investor from the first EIS round and are then
ineligible for relief in a subsequent EIS issue.
The ban on preferential rights for SEIS/EIS
shares only covers being paid in advance of
other shareholders, it does not prohibit one
class of shares being paid a higher dividend.
On the other hand, for Entrepreneurs’ Relief
the existence of ‘special shares’ with high
nominal values and high voting rights in
order to trigger the 5% limit could fall foul of
the DOTAS Financial Products Hallmark.
David also stressed the importance of
liaising with other advisers to ensure that
their actions do not inadvertently prejudice
reliefs. For example, on a company reaching
the stage of an IPO, lawyers will frequently
advise placing a clean holding company on
top of the existing one through a share for
share exchange. However, if the existing
company has EIS shareholders this risks
compromising their reliefs.
Turning to practice matters, Charlotte Ali
and Jane Mellor from the CIOT looked at the
new rules for client due diligence. The tax
profession is considered to be high risk for
money laundering and terrorist financing,
with professional services being seen as a
crucial gateway for criminals trying to hide
the source of their funds.
The 2017 Money Laundering Regulations
have introduced a requirement for firms to
have a ‘whole firm’ risk assessment. This
cannot just be a ‘tick-box’ exercise, it needs
to take into account the types of client, the
types of transactions and the geographical
locations in which the firm operates.
Similarly, customer due diligence must
be tailored for the type of client and
business being taken on. If the client is
running a cash business, this may require
further investigation to ensure that it is not
being used for money laundering. While it
is possible to use simplified due diligence
in appropriate cases, it will be up to the
member to justify its use and to have the
records to show that it was appropriate.
Traditionally, the Cambridge residential
conference has been the time to look
at the Budget, with one unlucky
lecturer pulling the short straw of
having to prepare a talk sometimes
within just a few days of the
speech. The Finance Act has
previously been the preserve of
the September conference

at Warwick University. The coverage will
presumably be reversed in future, but the
chaotic legislative timetable of the past
12 months left Robert Jamieson with the
unenviable task of lecturing on the rather
anaemic Finance Act 2018.
That, however, is not a problem for
a lecturer as experienced as Robert. He
pointed out some useful ways in which the
£1000 property allowance could be used –
renting out a car parking space at your home,
for example, especially if you live near a
sporting venue such as Wimbledon. He also
noted that the promised new exemption
for employers that provide electricity for
employees to charge their electric cars
was surprisingly omitted from the Act –
apparently the government have told the ATT
that it will be included in Finance Act 2019
and made retrospective.
A complex set of rules has been inserted
as ss 87D-87P TCGA 1992 to prevent gains
being washed out of offshore trusts by
routing payments through non-UK residents
or remittance basis users. Robert gave a
simple example where a trust distributes
£200k to A, £130k of which is matched with
trust gains. A is UK resident, but a remittance
basis user, and does not remit any of the
£200k. If A were then to gift £150k to B, a
UK resident, £70k (£200k–£130k) would be
treated as capital, but the remaining £80k
would be treated as trust gains attributed
to B.
Finally, Robert pointed out the strange
effect of the new rules providing that the
allocation of profits shown in a partnership
return is to be conclusive. While there is
a procedure for challenging this, what is
a partner meant to do in the meantime if
he or she disagrees with the allocation? It
appears that this amount will have to be
included in the individual’s return, even
though the partner believes it is wrong. This
makes a mockery of signing that the return is
complete and correct.
Following his lecture, Robert then led a
short appreciation of the life of former CIOT
President Chris Jones, one of the organising
committee for the conference, who died
suddenly earlier this year at the age of 50.
Giles Mooney gave what he insisted was ‘not
a eulogy’ because he couldn’t believe Chris
was no longer with us, a sentiment which
was shared by all those who had known him.
To close the Saturday sessions, Pete Miller
of The Miller Partnership and Martin Roberts
the head of HMRC’s Business, Assets and
International (BAI) Clearances Team looked at
the do’s and don’ts of clearances. The team
get upwards of 10,000 clearance applications
each year, so Martin advised that sufficient
time should be given. Although the aim of
replying within 15 days of receipt is met
in nearly 90% of cases, delays can occur,
especially in the run up to the end of the
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calendar and tax years. Applying by email,
and with a request for the reply by email,
should help speed up the process, but check
in advance for the wording HMRC needs to
see confirming that the client accepts the
confidentiality risks of email.
The restricted nature of some clearances
was highlighted by both Pete and Martin. In
particular, the clearance under s 138(1) TCGA
1992 is only about the bona fide commercial
nature of the transaction, not that a valid
reorganisation or reconstruction will be
achieved. While the clearance team have said
they will look at the issue, and if necessary
refer it to senior colleagues, it is unclear to
what extent (if any) a taxpayer or adviser
could rely on the absence of any caveat in the
clearance letter.
On Sunday morning, Bob Trunchion of
Macintyre Hudson dealt with the practical
uses of trusts. He highlighted the problem
for RNRB when estates contain business
or agricultural property. Although the
appropriate IHT relief will take the value out
of the estate for calculating the IHT on death,
the RNRB taper is calculated by reference
to the value of the estate before reliefs.
Bob’s answer was to create an interest in
possession (IIP) trust for the benefit of the
children, and to put an appropriate amount
of the business property into it. This can
be created by will on the death of the first
spouse, or even a gift by the second spouse

after the first death – as explained in Lucy
Obrey’s lecture, there is no seven-year
cumulation for RNRB taper.
Bob also had some techniques for families
with adult children about to go to university.
The most straightforward was to make a gift
of an existing investment property standing
at a gain to the child by using a trust. The
gain is then held over on its way into the
trust, and at any time after three months the
property can be appointed out to the child,
also with a hold over of the gain. The most
aggressive suggestion was to set up a £100
IIP trust for the child and for the parents
to lend it the money to buy a property
rather than the child renting a house share
or paying hall fees. The IIP would later be
defeated and reversion would be to the
parental settlors, but the 3% SDLT surcharge
they would have incurred had they bought
the property outright would have been
avoided. Robert cautioned, however, that
the anti-avoidance rules for SDLT could be
brought into play.
Karen Eckstein of Womble Bond Dickinson
advised delegates on how to protect
themselves from professional indemnity
claims, relating some horror stories from
her own practice advising on professional
negligence. She stressed the importance of
thinking not just about what you are taking
responsibility for, but also what you are not
doing, and the importance of spelling that

out in the engagement letter. Ultimately,
spending some time devising appropriate
systems to handle engagement letters, file
reviews etc. is the way to provide protection.
Finally Malcolm Greenbaum ran through
some cross-border VAT issues, looking at the
place of supply of both goods and services.
There is a particular problem where a UK
customer orders from a UK supplier, but the
goods are sourced from a supplier in, say
Hong Kong, and delivered directly to the UK
customer. A good rule of thumb, Malcolm
said, is to consider who is responsible for the
importation of the goods into the UK. If the
answer is the UK customer, then the supply
is probably made by the UK supplier in Hong
Kong, and is therefore outside the scope of
UK VAT (until the import occurs). If the UK
supplier is responsible for the import, the
supply is made in the UK, and the supplier
will charge VAT (and recover the import VAT
that they pay).
And so another conference ended.
The greater emphasis this time on
practice matters probably reflects
the added complications of running
a practice in the current regulatory
climate. If you are feeling the strain of
getting to grips with all these rules, as
well as keeping on top of all the changes
in tax, perhaps you ought to consider
coming to the residential conferences in
future?
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Scope of the regime

Assets within the ‘new’ intangible fixed
assets (IFAs) regime are those treated
as intangible assets for accounting
purposes. Both FRS 102 and IAS 38 define
an intangible asset as an identifiable
non-monetary asset without physical
substance. However, only assets created
or acquired on or after 1 April 2002 are
‘new’. For most assets, identifying the date
of creation or acquisition is simple. In the
case of goodwill, it is created before 1 April
2002 if the relevant business was carried
on by a company or a related party before
that date. Otherwise, it is created on or
after 1 April 2002 and within the scope of
the regime.
Exclusions from the regime apply in
one of three ways: total (e.g. assets held
for non-commercial purposes and shares),
only as respect royalties (e.g. sound
recordings) or in another specific manner
(e.g. no debits on goodwill acquired on
or after 8 July 2015 apart from realisation
debits which will always be treated as nontrading IFA debits – see below for more).

Basic rules: where tax cost and NBV
equal accounts cost and NBV
Debits and credits
As with general trading income rules,
the starting point is the GAAP-compliant
accounts drawn up by the company. Debits
and credits released to the company’s
GAAP-compliant profit and loss account
are generally allowable or taxable
respectively.
Taxable credits include receipts from
royalties, revaluations gains and gains on a
bargain purchase credited to the profit and
loss account.
Allowable debits usually take the form
of amortisation or impairment charges of
capitalised expenditure.
Realisation
A sale, disposal or any other kind of
transaction in an IFA that results in it
ceasing to be recognised on the company’s
balance sheet is referred to as a realisation.
There are three possible calculations of the
realisation.
If debits have previously been allowed
for tax purposes then the realisation debit
or credit is equal to any proceeds received
less the tax-written down value at the date
of derecognition. Provided the historic
tax debits have equalled the accounting
debits, no tax adjustment to the profit on
disposal will be required.
If debits have not been allowed in
respect of the asset, e.g. goodwill acquired
on or after 8 July 2015, the tax gain/loss is
equal to proceeds less cost. If the asset has
been amortised in the accounts, this will
require an adjustment to profits to reduce
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Seemingly
simple
KEY POINTS
zz
What is the issue?

Intangibles generally follow the
accounting treatment but tweaks
round the edges in recent and
coming years have muddied the
water.
zz
What does it mean to me?
The ‘new’ intangibles regime is
not only relevant to technology
and media companies, but also
any company in a business
combination.
zz
What can I take away?
A reminder of key aspects of the
intangible fixed assets regime,
transitional provision, beneficial
claims and elections and an
awareness of changes on the
horizon.

Dan Millichip provides
a reminder and update
on seemingly simple
intangible fixed assets

the accounting gain by the amount of
amortisation previously posted through
the accounts but not allowed for tax
purposes.
For assets not recognised on the
balance sheet, for example internallygenerated goodwill sold in a trade and
asset transfer, a credit equal to the
proceeds attributable to the asset is taxed.
Trade vs non-trade and losses
Debits and credits, including those on a
realisation, in respect of trade IFAs are
taxed or deducted from the relevant trade
profits results. Any losses arising from
these are therefore within the trading loss
rules following any other adjustments.
Non-trading credits and debits (which
will always include losses on disposal of
goodwill which was acquired on or after
8 July 2015) are netted. If the result is a
gain, it is charged to corporation tax. If
the result is a loss, it can be set in whole
or part against the company’s total
income, by claim, within the usual two

year period. It can also be the subject of
a current year group relief claim. If and
to the extent it is not the subject of such
claims, it is carried forward and treated
as non-trading loss on IFAs for the next
period.
Prior to 1 April 2017, the loss was
instead carried forward as a nontrading debit on IFAs and was therefore
effectively used first against non-trading
credits in subsequent periods. From
1 April 2017 onwards, the loss retains
its flexibility year-on-year. Such a loss
carried forward can now be the subject
of a group relief claim for carriedforward losses under the new CTA 2010
Part 5A.

Variations to basic rules

The effect of the basic rule to follow the
accounts treatment is that, generally,
the tax cost and accounts cost, and by
extension the tax written down value
and net book value, of an asset will be
equal. However, the tax values can differ
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projects in tax reassurance, risk and technology. He was the winner of the John
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from the accounting values due to the
application of a number of provisions.
The most common are the straight-line
writing down election, roll-over relief
claims and the transfer pricing rules.
These complicate the calculation of
profits chargeable to corporation tax and
may have deferred tax implications when
provisioning.
4% writing down election
Instead of allowing debits as the assets
are amortised or impaired in the
accounts, an election can be made to
write down an asset for tax purposes at
a fixed rate of 4% per annum of the cost.
The choice is made irrevocably from
the initial recognition of the asset and
on an asset-by-asset basis. There is no
requirement for the asset to be written
down in the accounts of the entity. The
election must be made within two years
of the end of the chargeable accounting
period in which the asset is initially
recognised.

Roll-over relief
The IFA regime includes a claim for a
deferral relief on realisation credits
which closely mirrors the replacement of
business assets relief in TCGA 1992 s 152
et seq. The old IFA must have been within
the IFA regime, i.e. not wholly excluded,
and the proceeds on sale must exceed
the original cost. Claims can also be made
where the old asset is an IFA created or
acquired before 1 April 2002.
Reinvestment can be made into one
or more IFAs capitalised in the accounts
of the company which are within the IFA
regime after the expenditure is incurred.
The reinvestment must be made in
the period running from 12 months
preceding the realisation to three years
after the realisation. There is no further
list of specific IFAs which are qualifying
assets – anything chargeable within the
regime is acceptable.
If the expenditure incurred on new
assets is equal to or greater than the
proceeds of realisation, the maximum
relief is the proceeds of realisation less
the original cost of the old asset, i.e.
absolute cash profit.
If the expenditure incurred on
new assets is less than the proceeds
of realisation, relief is capped at the
amount by which the total expenditure
on new assets exceeds the original cost
of the old asset.
For both calculations, the original cost
is taken to be the indexed cost for an old
asset that is an IFA created or acquired
before 1 April 2002.
In either case, the old asset must be
realised for proceeds in excess of the
original expenditure incurred on the old
asset. This means book profits that arise
because the proceeds of sale exceed
amortised cost (but are less than original
cost) are not eligible for roll-over relief.
The relief must be claimed within
four years of the end of the chargeable
accounting period in which the old
asset is realised or the other assets are
acquired, whichever is later. Provisional
claims are allowed.
The effect of the roll-over relief claim
is to reduce the tax costs, and subsequent
tax written-down values, of new assets
acquired, impacting on calculations of
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profits chargeable to corporation tax and
possibly creating timing differences and a
deferred tax liability thereon.

Groups and related parties

The group provisions for IFAs are also
similar to TCGA 1992 provisions. A group
includes a principal company and its 75%
subsidiaries and their 75% subsidiaries
and so on, as long as they are effective
51% subsidiaries of the principal company.
Companies can only be members of one
group.
Transfers between two companies that
are members of the same group are tax
neutral, meaning that:
1. The transfer is neither a realisation nor
an acquisition,
2. The transferee inherits the original cost
and historic credits and debits brought
into account of the asset from the
transferor (important for any future
roll-over relief claims on subsequent
realisations), and
3. The transferee is treated as having
always owned the asset.
Roll-over relief on IFAs can apply on
a group basis. One company can dispose
of the old asset and another company
acquire other assets. There is also an
indirect roll-over relief where a company
becomes part of a group as a result of
another company acquiring a controlling
interest in it. In that case, if the company
invested in holds IFAs, this can be treated
as an investment in other assets for rollover relief purposes.
In both of these extensions to rollover relief, the claim must be made
jointly by both companies involved.
One key difference between IFAs and
chargeable assets is the treatment of
degrouping charges. The principle is the
same: a company (transferee) leaves a
group and at some point in the six years
prior to it leaving the group there has
been a tax neutral intra-group transfer
of an IFA to it. The charge arises if the
company leaves still holding the asset.
The transferee is deemed to have
made a market value disposal of the
IFA immediately after the intra-group
transfer and immediately reacquired
it for the same value. The resultant
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a degrouping charge to the company
remaining in the group. Such a reallocated
charge can, in turn, be treated as a
realisation by the remaining company of
an old asset for roll-over relief purposes.

EXAMPLE
Abstract Limited acquired the trade and assets, including goodwill, of a competitor,
Obscure Limited, in January 2013 for £7m. In its accounting period ended 30 June 2013
it also disposed of an intangible fixed asset, which was originally purchased for £2m, for
£3m when it had a net book value and tax written down value of £1.4m.
A claim for IFA reinvestment relief was made in respect of the reinvestment of the
proceeds on disposal into the goodwill acquired. The maximum amount of relief was the
proceeds of realisation, £3m, less the original cost of the asset, £2m, i.e. maximum relief
of £1m. The relief was given by reducing both the realisation credit and the tax cost of the
goodwill by £1m.
The gain remaining is £0.6m, which is equal to the amount of debits previously allowed
for the amortisation of the IFA. The adjusted base cost of the goodwill is £6m.
The goodwill was amortised over a period of 10 years and no fixed WDA election was
made. Two years later in January 2015, the net book value of the goodwill was £5.6m and
the tax written down value was £4.8m. Business did not perform as expected and at this
date Abstract Limited disposed of the goodwill for £3m. The accounting loss on disposal was
£2.6m. The tax loss on disposal was £1.8m. In the corporation tax computation to the year
ended 30 June 2015, an adjustment disallowing £0.8m of the loss was made. This is equal to
the gain deferred but not yet brought back into charge through reduced tax amortisation.

credit or debit is brought into account
immediately before the transferee ceases
to be a member of the group.
The crucial difference is that, where
the company leaves the group as a
result of a sale of its shares, TCGA 1992
s 179 degrouping charges are added
to the disposal proceeds on the sale
of shares, and the degrouping charge
is therefore usually exempt under the
substantial-shareholding exemption.

Goodwill and customer-related
intangibles: changes on the horizon

As described above, no debits are allowed
on goodwill acquired on or after 8 July
2015 except for debits on realisation,
which are always treated as non-trade.
This rule applies to goodwill, customer or
marketing lists, customer relationships,
unregistered trademarks and licences or
other rights in relation to any of the above
assets. The effect of this together with the
1 April 2002 watershed has created three
possible treatments of goodwill.
The Office for Tax Simplification
has questioned whether this is really
necessary or whether simplifications
could be made without a material impact
on HMRC’s receipts.
The government announced at the
Autumn Budget 2017 that it will consult
on the current IFA regime in 2018
although the precise scope is not yet
clear. Further changes can be expected
in the form of alterations to the OECD’s
transfer pricing guideline in response
to BEPS action point 8 – hard-to-value
intangibles.

No such provision applies to exempt IFA
degrouping charges which are charged
as trade or non-trade IFA credits as
described above.
The degrouping charge can be treated
as the realisation of an old asset for
roll-over relief purposes. In addition,
a joint election can be made between
the transferee company and another
UK resident company in the group it is
leaving to transfer the whole or part of

Lord Mayor’s Tax Debates
The Lord Mayor’s Tax Debates will be held at Mansion
House, from 6pm on Tuesday 19 June 2018.
The Debates will be hosted by the L ord Mayor, Charles Bowman, as part of his ‘ Business of Trust’ agenda, which aims to build a more
trustworthy financial and professional services sector and restore public trust in industry and big business.
The L ord Mayor’ s Tax Debates will explore issues of public trust in the UK tax system, to understand whether trust has been impaired,
whether taxes are considered to be imposed fairly and/or properly and how any trust deficit can be resolved. The Debates will include
representations from the UK Government, large business, the media, academia and international institutions. Further details on the
speakers in the Debates will be available in due course.
17 :3 0 Arrival refreshments
18:00 Debates begin
19:30 Drinks Reception
This uniq ue event will be open to tax professionals, the business sector, industry, the media,
academia and members of the public and will be free of charge to attend.
To register for this event please go to www.tax.org.uk/members/conferencesevents/thelordmayorstaxdebates
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EU MANDATORY DISCLOSURE RULES
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Too wide a net
Bill Dodwell considers the impact and reach of the EU Mandatory
Disclosure rules

I

n June 2017, the European Commission
produced a draft Directive on Mandatory
Disclosure Rules. The Council of Finance
Ministers reached political agreement on
the Directive in March. The final version
is expected to receive formal approval at
the 25 May ECOFIN meeting. It will then be
published in the Official Journal and takes
effect 20 days later. Member states will need
to transpose the Directive into national law
by 31 December 2019. New arrangements
entered into from 1 July 2020 must be
disclosed to national tax authorities within
30 days. Arrangements entered into from
the date the Directive took effect (i.e. June/
July 2018) must be disclosed in August 2020.
The process and the shape of the new
law illustrates the unsuitability of some
of the EU’s approach to making tax law.
The Directive applies to cross-border
arrangements and to those designed to
circumvent the disclosure of information
under automatic information exchange.
As anyone involved with the UK’s Tax
Disclosure rules will know, there is
inevitable detail in defining what is a
disclosable arrangement; who should
disclose and when it should be disclosed.
The draft Directive lacks clarity on much
of this detail, which is likely to mean that
implementation will be inconsistent across
the Union. This is exactly the type of area
which benefits from consultation with
practitioners; the EU’s procedures do not
allow for this. The Commission, which
drafts the law, has no responsibility for
implementing it at the detailed operational
level and so lacks that experience.
The law defines two categories of
intermediary which, if they have some
presence in the EU, are within the rules.
The main category is any person that
designs, markets, organises or makes

available for implementation or manages
the implementation of a reportable
cross-border arrangement. The subsidiary
category is any person that knows or
could be reasonably expected to know
that they have undertaken to provide
aid, assistance or advice with respect to
designing, marketing, organising, making
available for implementation or managing
the implementation of a reportable cross
border arrangement. This category may
show that they did not have the knowledge
that there was a reportable cross-border
arrangement. Intermediaries do not need
to disclose where, under national law, legal
professional privilege applies to the advice
– but they must notify other intermediaries
and taxpayers of this. Tax advisers in a
number of member states (notably France)
are primarily lawyers. It is understood that
German tax advisers consider that taxpayer
confidentiality falls within the privilege
definition, which will pass the disclosure
burden to others.
Intermediaries and taxpayers will not
need to disclose arrangements where they
have proof that the arrangement has been
disclosed in another member state by
others.
Those which do need to disclose must
pass the prescribed information to their
national tax authority within 30 days of
making the arrangement available, or
commencing the first step. Quarterly
returns are needed for marketable
arrangements (essentially those in
standard form) giving taxpayer details.
There are five categories (A-E) of
disclosable arrangements. Categories
A, B and part of C are subject to a main
benefit test. This means where the main
benefit or one of the main benefits which,
having regard to all relevant facts and
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circumstances, a person may reasonably
expect to derive from an arrangement is
the obtaining of a tax advantage.
Category A will be familiar to
UK advisers: it has hallmarks of
confidentiality; a fee based on the amount
of the tax advantage, or where there are
standardised arrangements.
Category B covers acquiring corporate
tax losses where the company’s main
activity is discontinued; the conversion of
income into capital, or categories taxed at
lower rates; or where there are circular or
offsetting transactions.
Category C includes payments to a
recipient in a jurisdiction with a zero or
almost zero tax rate, or where the income
is exempt, or benefits from a preferential
regime. In all cases, the main benefit test
qualifies this test. There is a second area in
the category without a main benefit test:
obtaining tax depreciation for the same
asset in more than one jurisdiction.
Category D covers an arrangement
which may have the effect of undermining
the reporting obligation under EU law,
or any equivalents, on the automatic
exchange of information, including hiding
behind legal structures.
Category E covers transfer pricing. It
requires disclosure where use of made
of unilateral safe harbour rules, or where
there is a transfer of hard-to-value
intangibles. The final category covers
a cross-border intragroup transfer of
functions, risks, or assets where the
transferor transfers more than half the
projected future profit from the items
transferred. This is also very broad – and
seems to pick up business transfers falling
within the scope of the Mergers Directive.
Since this category is not qualified by
the main benefit, it must be taken as an
informational hallmark. There are likely
to be many occasions where perfectly
straightforward transactions take place in
these areas.
Although the aim of ensuring tax
authorities have access to information is
sensible, the Directive is too broad. All
those in the advisory community will need
to establish processes swiftly to gather
data prior to 2020 disclosure.
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The pensions puzzle
KEY POINTS
zz
What’s the issue?

Individuals with UK registered pension
savings now have significant flexibility
over how and when they can take
their retirement benefits. Choosing
the right path can be complex,
especially where the pension
beneficiary is resident overseas.
zz
What does it mean to me?
Pension beneficiaries (and appointed
advisers) should carefully consider
their pensions strategy in the context
of their wider financial affairs,
retirement objectives and estate
planning needs.
zz
What can I take away?
Individuals can tailor their retirement
benefits to suit their financial
needs, and so should consider their
options well before beginning to take
benefits. Individuals may be able to
increase their UK pensions Lifetime
Allowance from the 2018/19 UK
tax year value of £1.03m by making
specific HMRC registrations. The
drawing of retirement benefits can be
complex where the beneficiary and
the pension scheme are resident in
different jurisdictions.
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Rob Goodley and Mike Bonner-Davies consider the
pension issues when planning for retirement overseas
Introduction

On 6 April 2011, the government of the
day made fundamental changes to the
UK pensions landscape, giving individuals
greater freedom to choose how and when
they took benefits from their Defined
Contribution (‘DC’) pension savings.
As things stand (following a number of
further changes since 6 April 2011), anyone
currently over the age of 55 can draw down
on their DC pension savings whenever and
however they want, with no requirement to
purchase an annuity or be subject to annual
drawdown limits. This is called Flexi-Access
Drawdown.
These pension changes are also of
interest to individuals with Defined Benefit
(‘DB’, i.e. final salary) entitlements as they
can, subject to taking Financial Conduct
Authority (‘FCA’) regulated advice, exchange
those entitlements for a DC pension ‘pot of
money’. With interest rates and gilt yields
at historically low levels, the transfer values
currently being offered by DB schemes can

be attractive, especially when coupled with
the ability to flexibly draw down on the
resulting DC pension plan and the associated
death benefits that are potentially available
to beneficiaries.
Whilst these pension freedoms have
been welcomed by many pensioners,
the commercial and tax implications are
generally not straightforward, and things
become more complicated where the
pension beneficiary is resident overseas or
looking to retire abroad, as illustrated by the
following case study.

Roger’s DB entitlement

Roger turned 60 in April 2018, and is
looking to retire from his job with Oil &
Gas plc having reached that milestone.
Roger has worked for Oil & Gas plc, a UK
headquartered business, since April 1981.
Roger is a member of Oil & Gas plc’s
DB pension scheme. He stopped accruing
benefits under the scheme on 5 April 2016,
and is entitled to a pension of £75,000 per
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(determined by an actuarial calculation).
Whilst Roger and Debbie are currently in
good health, their parents all died before the
age of 80, and so neither Roger nor Debbie
expect to live beyond that age.

DB or DC?

annum from the age of 60.
With the exception of a seven year period
(April 2006 to April 2013) during which he
lived and worked in Brunei, Roger has always
worked in the UK.
Roger and his wife Debbie have four adult
children. The two youngest children live and
work in the UK. The other two children live
in Switzerland and New Zealand respectively,
and each has two infant children of their
own.
Roger and Debbie own three rental
properties in the UK, and the income from
those properties is sufficient for them to
live comfortably. Roger and Debbie are both
keen to spend time with their grandchildren
in retirement, and so are considering moving
to either Switzerland or New Zealand. They
plan to return regularly to the UK, but don’t
expect to ever come back permanently.
However, they will not rent out their UK
home so that it is continually available for
their use.
Roger and Debbie are keen to pass
wealth on to their children, who are all
struggling financially for various reasons.
Roger has been informed that the Oil &
Gas plc DB pension scheme would allow
him to exchange his £75,000 DB pension
entitlement for a transfer value of £2.25m

Taking a simplistic approach, a DB to DC
pension transfer could be an attractive
option for Roger. If he assumes that he will
live until he is 80 years old, then he would
receive £1.5m from his DB pension scheme,
being 20 times £75,000 (let’s assume that
the £75,000 is index-linked, such that £1.5m
is a reasonable net present value). This is,
of course, less than the transfer value that
he has been offered of £2.25m, and taking
a transfer would assist Roger with family
estate planning – he could draw down on
the fund as and when needed, to include
making gifts to his children, and anything
that he doesn’t draw could be transferred to
nominated beneficiaries on his death. This
compares favourably with the DB pension
scheme, which ceases on the later of his and
Debbie’s deaths.
However, such a DB to DC pension
transfer should not be taken lightly. Whilst
he has his DB pension entitlement, Roger
suffers no inflation, investment or longevity
risk – that all lies with the pension scheme
itself. On taking a transfer, Roger takes on
all of the inflation, investment and longevity
risk. In a worst case scenario, the whole
£2.25m could be lost if it is invested poorly
or extinguished if he lives longer than
expected. This is naturally why a transfer can
only take place if the pension beneficiary has
taken appropriate pension transfer advice.

The Lifetime Allowance

As detailed in Greg Morris’ article ‘Rocket
Science’ (May 2017 issue of Tax Adviser), the
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Lifetime Allowance (‘LTA’) is a statutory limit
on the amount that can be accumulated tax
efficiently in UK registered pension savings.
The default position is that Roger has a LTA
equal to the prevailing statutory amount, i.e.
£1.03m from 6 April 2018. The value of his
pension savings for the purposes of testing
against this value are as follows:
zz
DB entitlement – £1.5m (being the annual
entitlement of £75,000 multiplied by the
required standard HMRC multiple of 20)
zz
DC entitlement – £2.25m (being the
transfer value, plus any subsequent fund
growth (ignored for now))
For individuals who have exceeded the
LTA, there is a pension tax charge which can
be 25% of the ‘excess’, and so for Roger the
charges could be as follows:
zz
DB entitlement – £117,500
zz
DC entitlement – £305,000
This is a significant difference, and should
be carefully considered as part of any DB to
DC pension transfer.
However, as Roger stopped accruing
pension benefits on 5 April 2016, he
should be eligible to register for a personal
enhanced LTA of £1.25m. Such a registration
would lead to a tax saving of £55,000 for
Roger in both of the scenarios above. This
registration, known as Fixed Protection 2016
(‘FP2016’), is relatively well known amongst
advisers. However, there is a further
registration that Roger should also consider,
which is generally not as well known:
International Enhancement (‘IE’).
IE is where HMRC allows pension scheme
member to have an increased LTA for
periods during which they are a ‘relevant
overseas individual’. The principle is that
if an individual accrues benefits in a UK
registered pension scheme during a period
of overseas service then, because they
would not have enjoyed any UK tax relief
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on the accrual of those benefits, the slice
of benefit that derives from the overseas
service should not be subject to a LTA
assessment or tax charge. The mechanism
for doing this is to increase the individual’s
personal LTA by an amount reflecting the
pension accrued whilst overseas.
So let’s assume that Roger had accrued
benefits equal to £47,000 per annum when
he left for Brunei, and came back to the UK
with accrued benefits of £62,000 per annum.
Registering for IE would increase Roger’s
LTA by £300,000 in this case (this is arrived
at by multiplying the increase in his accrued
pension of £15,000 by the required standard
HMRC multiple of 20).
With Roger registering for both FP2106
and IE, this would see a material increase
in his personal enhanced LTA and a
corresponding reduction in any LTA pension
tax charge.
IE is complicated with a number of
conditions attaching to it. However, this
does illustrate just how valuable it can be to
pension beneficiaries.

To draw or not to draw?

Let’s assume that Roger has chosen to
transfer his DB entitlement to a DC plan,
having taken the necessary FCA regulated
pension transfer advice and made the
relevant FP2016 and IE registrations. Net
of the LTA pension tax charge, his pension
savings will be approximately £2.1m.
There is then a question about how Roger
best uses this pension pot of money for
himself and his family. On the one hand, if
he retains the funds in the pension scheme,
he can benefit from tax exempt pension
environment within the DC scheme. If he
draws down, then he will have to consider
his income tax position on the drawdown
(which will be dependent upon where he
is tax resident, see next section), as well
as taxes on any future income and gains
arising on that value which will then be in his
own hands (i.e. outside of the tax exempt
pensions environment).
Moreover, if Roger were to die before the
age of 75, then his UK resident nominated
beneficiaries would receive death benefits
from his DC pension plan free of any UK
taxes. If he were to die after 75 though, any
UK resident beneficiaries would suffer UK
income tax on amounts received.
So the decision on when and how much
to draw is not a simple one.

Resident abroad

Should Roger receive pension benefits
whilst he is tax resident in New Zealand or
in Switzerland, then we must look to the
relevant Double Tax Treaty (‘DTT’) between
the UK (where the pension scheme payer is)
and Switzerland/New Zealand (where the
pension beneficiary is) to establish where
Roger needs to pay tax.
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It is generally the case that DTTs award
taxing rights to the individual’s country of
tax residence when it comes to pensions,
rather than the source country. However,
there are many exceptions to this rule.
The New Zealand/UK DTT has a relatively
simple pensions article:
‘Pensions ... and similar remuneration in
consideration of past employment or services
paid to a resident of [New Zealand] … shall
be taxable only in [New Zealand]’.
So essentially, if Roger receives any
retirement benefits from his employment
sourced pension savings, then these should
be taxed only in New Zealand if he is tax
resident there.
If Roger moved to Switzerland instead,
then the relevant DTT says something very
different:
zz
‘Subject to the provisions of paragraph 2…
pensions and other similar remuneration
paid to an individual who is a resident
of [Switzerland], shall be taxable only in
[Switzerland].
zz
Notwithstanding the provisions of
paragraph 1, a lump sum payment…. shall
be taxable only in [the UK]’.
So, interestingly, the tax outcome for
Roger in Switzerland would depend on how
he receives his retirement benefits. Clearly
if he retains his DB entitlement, he is in
receipt of a pension and taxing rights reside
with Switzerland. If he instead transfers to
a DC plan, then he has the flexibility to take
benefits either in the form of a lump sum (or
a collection of lump sums) or as a pension –
in the former case, the UK will have taxing
rights, in the latter, Switzerland will have
taxing rights. This leads to the very ethereal
question … what is a pension, and what is a
lump sum?
As always with international tax matters,
there are many related complications, such
as:
(i) The tax free cash lump sum
The UK tax free cash lump sum
is just that – UK tax free. Where
taxing rights in respect of lump sum
retirement benefits do not lie with
the UK, then the other country will
in most circumstances tax the UK
tax free cash lump sum. For Roger,
this might mean considering a
drawdown of his UK tax free cash
lump sum amount before leaving
the UK.
(ii) Ongoing residence
In order to rely on the terms of
any DTT, Roger needs to know
where he is tax resident. Even if
he becomes tax resident in New
Zealand or Switzerland, Roger may
not necessarily lose his UK tax
residence status, especially if he and
Debbie maintain a home in the UK
and come back regularly. If Roger
is, for example, resident in both

the UK and New Zealand, then he
would have to consider the treaty
residence tie breaker rules in the
DTT, which significantly complicates
matters and could completely
change the tax outcome.
Moreover, the UK understandably
has rules in place to prevent pension
beneficiaries from leaving the UK
for a short period of time in order to
avail of a lower tax rate on pension
drawdowns in a different country.
Broadly speaking, if an individual
leaves the UK for anything less
than five UK tax years, any pension
drawdown undertaken in the nonresident period will still be taxable in
the UK. Moreover, the taxing point
is when the individual returns to the
UK, meaning that the relevant DTT
will not override the application of
this anti-avoidance rule.
So this means that Roger does
not only need to be concerned
with his residence status in the
year of any pension drawdown: it is
something that he needs to monitor
on an ongoing basis. His pattern of
residence will of course need to fit
in with his other lifestyle objectives
and may be unpredictable, and so
this is unlikely to be a trivial matter.
(iii) Compliance
Even if pension benefits that Roger
receives are not taxable in the
UK under the terms of a DTT, the
pension scheme administrator will
need to withhold income tax under
PAYE unless Roger can obtain a
No Tax coding notice from HMRC,
which requires an application to be
submitted and some coordination
between the relevant tax
authorities. Moreover, Roger will
need to continue submitting UK
tax returns to disclose his pension
drawdowns to HMRC even if
ultimately there is no UK tax to pay.

Conclusion

This article provides a high level tour of the
common issues faced by internationally
mobile pensioners. There are of course
numerous other factors to consider, such
as the possibility of Roger transferring his
pension savings to a Qualified Recognised
Overseas Pension Scheme, the implications
of being a non-resident landlord and the
domestic tax framework in the country of
residence.
However, this article demonstrates that
pension drawdown remains a complicated
matter, and that individuals with material
UK registered pension savings should take
specific pensions tax and investment advice
tailored to their circumstances well before
proceeding.
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Commerce & Industry Group
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Managing business tax demands from Corporate Boards and Revenue Authorities

Wednesday 19 September 2018

I n partnership with:

Freshfields Bruckhaus Deringer, Northcliffe House,
26-28 Tudor Street, London EC4Y 0BQ
Topics to include:
•

K indly hosted by :

•

Ta is a practical approach to Ta trategy
impact on
, Corporate Criminal O ence,
O C
divergence, increased Ta Audit activity

•

mployment ta in house considerations for
mployment ta status, Termination payment
changes, any concerns over changes and
employee mobility, re it planning

•

eform an update and practical overview
•

Transfer pricing the latest developments and
practices
•

AT caselaw update and review of re it
transition provisions
•

Ta ation of the digital economy how to ma e
sense of unilateral action before an international
consensus is reached

a ing ta digital for AT are your
systems ready for April

Book online at: www.tax.org.uk/commerceandindustry2018

Conference fee: £285 (booking before 15 August 2018) £335 thereafter

The Worshipful Company of Tax Advisers
Taxation in the Medieval City
of London (c1066 - 1500)
Date: 15th October 2018
Time: 5:45pm for 6pm start
Speaker: Professor Caroline Barron
Venue: Skinners’ Hall 81/2 Dowgate Hill,
London EC4R 2SP

Professor Caroline Barron

Cost: £18 for members of the Worshipful Company of Tax
Advisers and their guests, £20 for non-members
Supper: There will be no supper organised after the
lecture to allow you time to enjoy a glass of wine in the
beautiful surroundings of Skinners’ Hall.
The event is open to everyone with an interest in the
history of tax. For more information and to book your
place please visit www.taxadvisers.org.uk

Join us in the magnificent Livery Hall of the Worshipful
Company of Skinners for our next history of tax event.
This talk will consider how, in the medieval period, the
wealth of London was tapped for the common good
whether national or local.
Professor Caroline Barron is an Emeritus Professor of
the History of London at Royal Holloway, University of
London and the President of the British Association for
Local History.
Her research interests lie in the area of late medieval
British history, particularly the history of the City of
London, the reign of Richard II and the history of
women. She has written on Richard II for the New
Cambridge Medieval History and on London for the
Cambridge Urban History of Britain. Her book London
in the Later Middle Ages: Government and People
1200-1500 was published by the Oxford University
Press in 2004. She is also interested in urban literacy
and in the ways in which the ‘small people’ of London
expressed their concerns and priorities.

Please contact Ann Bailey on adminwcta@ciot.org.uk to book your place
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IFRS16

KEY POINTS
zz
What is the issue?

The new international accounting
standard on leases, IFRS 16 will mean
many more leases are accounted for as
finance leases (rather than operating
leases), with depreciation and finance
charges (rather than rent) posted through
the income statement. This could increase
tax costs, particularly where the CIR
applies to restrict the amount of finance
costs deductible for tax purposes.
zz
What does it mean to me?
It is hard to say exactly how each
group will be affected. Accounting for
leases as finance leases rather than
operating leases will increase interest
costs, meaning more finance costs are
potentially subject to restriction under
the CIR but it will also increase taxEBITDA, which could lead to a smaller
disallowance.
zz
What can I take away?
The rules are complex to begin with and
there remains some uncertainty regarding
the tax impact, given that HMRC has
consulted on how the CIR rules need to be
adapted in the light of IFRS 16, but has not
yet responded to comments. Propertyintensive businesses, particularly the retail
and leisure sectors, are likely to be most
affected by the changes.

I

nternational Financial Reporting Standard
16 (IFRS 16) is the new international
accounting standard on leases. The
standard is effective for periods beginning
on or after 1 January 2019 and is already
available for early adoption (if IFRS 15
Revenue from Contracts with Customers
is also applied). The details of IFRS 16 are
beyond the scope of this article but in order
to understand the tax consequences of
adopting the standard, a basic explanation of
the changes is required.
The main impact of the change for
companies adopting IFRS 16 will be that the
vast majority of leases currently accounted
for as operating leases (‘off Balance Sheet’)
will instead be accounted for as finance
leases. In other words, most leases will
be brought ‘on Balance Sheet’, meaning a
right-of-use asset and a lease liability will
be recognised in the financial statements
and both will be unwound to the income
statement over the period of the lease.
The change could have a significant
impact on a company’s income statement:
zz
What is currently posted as a single
overhead expense of rent will now be
posted as a mixture of depreciation and
finance lease interest costs
zz
The company’s EBITDA will increase as
leasing costs are now outside of that
measure.
zz
The company’s interest expense will
increase.

22

Ready for
the impact
Caroline McCabe considers the impact of
IFRS16 on the corporate interest restriction

PROFILE
Name Caroline McCabe
Company Grant Thornton
Position Manager
Email Caroline.AA.McCabe@uk.gt.com
Profile Caroline is a manager in Grant Thornton UK LLP’s real estate
tax team, based in London. She advises property groups, investors
and property funds on tax-efficient structuring of UK and international property
transactions, as well as supporting large property groups with their tax compliance.

What might this mean for
corporation tax?

Depreciation is not allowable for corporation
tax purposes, which may lead to an increased
tax cost for many companies, although
capital allowances may be available in some
cases. The Government has confirmed
in Leasing: Tax response to accounting
changes – summary of discussion document
responses and consultation (https://tinyurl.
com/yaqpdyqu) published on 1 December
2017, that the current tax treatment of leased
plant and machinery will continue. While it
is not yet clear that the current treatment of
fixtures and fittings for capital allowances
purposes will continue, the Government
has not, so far, ruled it out. The starting
point is that finance costs incurred wholly
and exclusively for the purposes of the
company’s trade or business are allowable
for corporation tax purposes but there are
a number of specific provisions that can
preclude or restrict a deduction. One of
these is the corporation interest restriction
(CIR), which treats finance charges in respect
of finance leases as tax-interest, potentially
subject to a restriction.
The CIR is a notoriously complex area
of tax law but the article ‘New Limit’ in the
November 2017 issue of Tax Adviser by
Adeline Chan and Roger Murray provides an
excellent overview. Briefly, the CIR became

effective from 1 April 2017 and applies
when the UK companies within a worldwide
group (defined using international
accounting standard principles) have
aggregate net tax-interest expenses above
the £2 million de minimis limit. Where that
limit is exceeded, the UK group’s allowable
net tax-interest expenses are limited to a
percentage of the UK group’s ‘tax-EBITDA’
(broadly the group’s UK taxable profits
before interest, capital allowances and
amortisation) subject to a modified debt
cap. The default fixed ratio method uses
30% to calculate this restriction, although
highly-leveraged groups can choose to
adopt the group ratio rule instead.
One would therefore expect the total
disallowance under the CIR to be affected
by lessees transitioning to IFRS 16, although
the exact effect on each group is hard to
predict; tax-interest will increase, potentially
leading to a greater disallowance under the
CIR but the changes will also lead to higher
tax-EBITDA, which may in fact reduce the
disallowance. To complicate matters further,
current legislation in FA 2011, s53 negates
changes in lease accounting standards for
tax purposes, meaning leases currently
accounted for as operating leases would
continue to be treated as operating leases
for tax purposes. While that may provide a
better tax outcome, it would require affected
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companies to keep separate accounts for
tax purposes, increasing their compliance
burden. HMRC has indicated that it expects
this section to be repealed with effect from
1 January 2019, so the accounting changes
brought about by adopting IFRS 16 will
indeed lead to changes in tax treatment.
However, early adopters should continue
to prepare their tax returns on the basis
of the old accounting rules, distinguishing
between operating and finance leases.

income, albeit that same rent may not
have been fully deductible for their tenant.
Where property is rented out intra-group,
this may lead to behaviour changes if the
group suffers an actual tax cost in the form
of an interest restriction and some lessee
companies within groups may choose to
adopt FRS 102 where possible for their
entity-level accounts in order to mitigate
against this asymmetry.

Impact for users of UK GAAP

Recognising that the accounting changes
introduced by IFRS 16 could have a major
impact on the corporation tax landscape,
HMRC launched two consultations: one
on the broader tax consequences of
the changes, taking into account capital
allowances, etc., and another looking
specifically at how the CIR might be
affected by the changes.
The consultation specifically considering
the impact of the changes on the CIR rules
laid out three options for amending the
CIR in light of the introduction of IFRS 16,
summarised in table 1.
HMRC currently expects that any
changes made to the CIR rules would
apply to all companies within the charge
to corporation tax; and not just those
adopting IFRS 16. At the time of going
to press, HMRC’s summary of responses
has not been published but is expected
later this year, along with draft legislation.
Both of which should provide greater
clarification and guidance.

Some entities which continue to report
under UK GAAP will still be caught within
the scope of these changes if they account
for leases under Financial Reporting
Standard (FRS) 101. Users of FRS 102 will
continue to apply the current leasing
model, making the distinction between
operating and finance leases, although this
may in due course be aligned with IFRS 16.

How might lessors be affected?

Under IFRS 16, the accounting treatment
for lessors is unlikely to change in most
cases, so lessors may continue to account
for a property lease as an operating lease,
even though their tenant accounts for the
same lease as a finance lease.
This asymmetry in the accounting
treatment could lead to an asymmetry
in the tax treatment; landlords could
be subject to tax in full on UK property
TABLE 1

Explanation of option
Follow the accounting

Tax consequences
Administratively simplest but it could
lead to additional disallowances for some
groups
Mismatches between lessor and
lessee tax treatment likely
Option 1
For entities with a choice of
accounting standards, tax could become
a driver in deciding whether or not to
adopt IFRS 16 (or FRS 101)
Likely to increase the compliance burden
Keep distinction between
Tax treatment should remain broadly
operating leases and finance
the same as under the current accounting
leases for CIR purposes
Lessees accounting for leases as treatment
Removal of mismatches between
finance leases who can ascertain
lessor and lessee tax treatment where
Option 2 that the lessor prepares IAS /
certain conditions met but mismatches
UK GAAP accounts and does not
may remain in some circumstances
include any finance income in
respect of the lease, need not
recognise any finance charge
within tax-interest
Likely to increase the compliance
Introduce a distinction between
‘funding leases’ and ‘non-funding burden and add further complexity to the
CIR rules
leases’, to be defined in tax
Tax treatment should remain broadly
legislation for CIR purposes
This definition is likely to follow the same as under the current accounting
Option 3 the existing ‘funding leases’
treatment
Removal of mismatches between
definition in the capital allowances
legislation but would be extended lessor and lessee tax treatment
to cover all leases, including hire
purchase contracts
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HMRC consultation

Significance of the impact

The British Property Federation
(BPF) estimates that UK business pay
approximately £25 billion in rent each year,
so the impact across the UK economy could
be significant. Property-intensive companies
such as retailers and leisure providers, which
lease their premises, will be among the most
heavily impacted groups. One estimate of the
impact on property occupiers suggested that
up to £4 billion (http://tinyurl.com/yczu83az)
additional interest costs could be posted
through income statements of UK companies
each year.
Rent is a true cost of operating a business,
and those businesses operating from physical
premises should not be penalised by the tax
system, particularly at a time when retailers
are struggling. Moreover, the motivation
behind introducing the CIR was to prevent
large multi-national groups from shifting
profits to low-tax jurisdictions but rental
income and expenses are taxed in the same
jurisdiction, meaning there is no possibility
of shifting profits outside the UK. It is easy
to see why special treatment is necessary
to ensure fair tax treatment for property
leases but achieving this without adding
to the complexity of the CIR is a significant
challenge.
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A

client undertook tax planning
which is now the subject of HMRC
attention, and the adviser needs to
make representations to HMRC. Ahead of
doing so, the adviser:
zz
reviews the implementation documents;
and
zz
considers the personal circumstances
of the client at the time when the
contractual arrangements were entered
and subsequently.
The purpose is to establish whether the
planning is implemented as legally intended,
understand whether the client could have
legally entered the arrangements and to
consider any reasonable excuse argument.
HMRC will identify flaws in paperwork
and contractual arrangements, although
some flaws can change the legality of
transactions undertaken. For example: a
board minute resolving the issue of shares
showed a meeting being held at Watford
and was signed by one director. The director
that signed the board minute had not
attended Watford and the articles required
both directors to bind the company. HMRC
agreed the transaction could not have
legally occurred.
Contractual arrangements may also
require consideration. For a binding contract
to exist there must be an offer, acceptance,
consideration and an intention by the parties
to create legal relations. A valid acceptance
must be communicated to the offeree,
precisely match the terms of the offer and
the agreement must be certain. Acceptance
can be made through conduct. To illustrate
the importance: A contractual arrangement
was entered to make payments to a reward
scheme although the scheme provider did
not countersign nor provide documents
to the payee. Funds were then transferred
to a party undertaking administration and
payments made to the director of the payee.
The intended transactions were arguably
to facilitate loans to the director funded by
a reward scheme and from contributions
from the company who sought a deduction
against profits chargeable to corporation
tax. However, the transactions were not
implemented in a manner demonstrating
acceptance of them. The tax liability could
not be based on intended transactions;
it had to be based on those actually
undertaken – the reality was that the
director’s loan account had been overdrawn
by the amounts paid through the party
providing administration services.
Maybe rarely, mental capacity will affect
the validity of transactions. The law provides
protection for those with mental disability
and who enter contracts. There are degrees
of mental disability, those whose mental
state is such that:
1. Their affairs are under the control of the
court, by virtue of the Mental Capacity
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Losing
my mind

KEY POINTS
zz
What is the issue?

Personal circumstances may affect
whether transactions are legal,
whether a tax liability arises as well
as support a reasonable excuse
argument.
zz
What does it mean to me?
An adviser should explain the need
to discuss the personal reasons for
undertaking a transaction as well
as knowing more about personal
circumstances. An adviser should
be aware that a client may avoid
sensitive discussions.
zz
What can I take away?
It is important to consider many
perspectives when representing
clients in discussions with HMRC over
tax irregularities.
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needs to consider
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in discussions about
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Act 2005;
2. They are not under the control of the
court and they are unable to appreciate
the nature of the transaction they are
entering into; and
3. Those people who are capable of
understanding the transaction and as
a result of some mental disability, are
more susceptible to entering into a
disadvantageous contract.
For the second and third categories, a
contract will be binding, unless affected
by the rules relating to undue influence.
Contracts entered by persons unable to
appreciate the nature of the transaction will
be enforceable unless it is proved that the
other party was aware of the incapacity. The
principle was formed in Imperial Loan Co
Ltd v Stone where it was contended that the
defendant when lunatic signed a promissory
note as surety. The plaintiff brought an
action and the defendant took the defence of
insanity. It was held that the defendant must
show he was insane at the time of entering
the deed, incapable of understanding the
implications and that the plaintiff knew of
the insanity. The burden of proof is with the
defendant (the contended insane person).
‘…the validity of a contract entered
into by a lunatic [sic] who is
ostensibly sane is to be judged by
the same standards as a contract
made by a person of sound mind,
and is not voidable by the lunatic
or his representatives by reason of
‘unfairness’ unless such unfairness
amounts to equitable fraud which
would have enabled the complaining
party to avoid the contract even if he
had been sane.’ Lord Bingham
The case of Fehily v Atkinson [2016]
concerned whether a person had lacked
the mental capacity to enter an IVA. On 6
November 2011, HMRC issued petitions
seeking bankruptcy orders against four
individuals, including Mr and Mrs Fehily.
It was claimed the four were jointly and
severally liable for unpaid tax due from the
members of a partnership. The amount
sought, including interest and penalties,
was around £224,000. In January 2012, the
four individuals proposed to their creditors,
including HMRC, that they enter into
individual voluntary arrangements (‘IVAs’).
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The IVAs were voted in favour of and the
bankruptcy petitions were dismissed. Each
of the four were liable to 25% of the liability
to HMRC. Mr and Mrs Fehily did not comply
with the terms of their IVAs, and petitions
for bankruptcy orders were issued against
them. Bankruptcy orders were issued against
them both. Mr and Mrs Fehily applied for
orders annulling the bankruptcy orders on
the basis that Mrs Fehily lacked the mental
capacity to enter an IVA.
Mrs Fehily was not successful, although
the High Court set out some important
points of principle regarding a person’s
capacity to enter into a contract:
zz
Whether a person can understand the
transaction is important and not whether
they understood it;
zz
A person does not need the ability
to understand the minute detail of a
transaction;
zz
A person should be able to understand
the key features of the proposed
transaction;
zz
The fact a person did not receive advice
would not affect capacity;
zz
The correct test is whether a person has
the insight and understanding to realise
that advice is needed, the ability to find
and instruct an adviser, and the capacity
to understand and make decisions based
on advice;
zz
A person needs the mental capacity to
recognise issues for consideration, to
obtain, receive, understand and retain
relevant information, including advice;
zz
A person should be capable to weigh the
information in the balance in reaching a
decision;
zz
The capacity to enter into a transaction
may vary over time and accordingly
when determining whether a person has
capacity; and
zz
Whether the person had capacity at the
time of entering into the transaction
needs to be considered.
What if a director had exceptionally
distressing personal issues that affected
his ability to understand the transactions
proposed and subsequently undertaken?
The advisers were aware of the personal
situation and regarded their client as
‘unstable’. At the time of entering into
arrangements, the client had become a
father. His child was born prematurely,
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and his wife and daughter remained in
hospital for around a year. His daughter
came home although after a subsequent
medical procedure died. Around the same
time, his wife was suffering fatigue, which
transpired to be Leukaemia and she spent
the next year in hospital isolated from her
family. Eventually a bone marrow donor
was identified. After a short period of good
health, the wife fell ill again. On this occasion
the illness was due to a viral infection within
the bone marrow – the donor had not had
chicken pox whereas the recipient had.
Following an induced coma and dripped
anti biotics, the wife was brought out of
the coma although paralysed. The husband
during this period had looked after his
children, suffered sleep deprivation and was
emotionally unstable.
The facts of this case are extreme,
although circumstances do not have to be
as severe for a person’s capacity to be in
question. The case concerned transactions
intended to reduce profits chargeable to
corporation tax although would potentially
have created a PAYE liability – they would
be regarded as remuneration paid to a third
party although the funds were returned
to the company for reinvestment. The
director could not recall with any accuracy
the transactions he had agreed to transact.
He had no understanding why certain
transactions were undertaken and his

view on advice provided was substantially
different to that contained within reports.
The contention was that the director was
incapable of understanding and making
decisions based on advice.
By bringing the personal circumstances
to HMRC’s attention, it would in any event
assist to identify and agree a reasonable
excuse.
The case of John Clark (TC04509)
considered the ability of the taxpayer with
a less than normal intellectual capacity and
HMRC were criticised for not considering
the taxpayer’s vulnerability.
In the case of Geoffrey A Wedgwood
(TC04148) reasonable excuse was
considered where the taxpayer had mental
health issues. It was explained that the
appellant has been diagnosed with long
term depression and anxiety and this
was confirmed by a supporting doctor’s
letter. Representations explained that it
was difficult for people who did not know
the appellant to understand that he had
a public and a private persona. The public
persona was one of being in control and
intellectually capable whilst his domestic
life was the opposite. Reference was
made to the First Tier Tribunal case of
Award Framers International Ltd, which
helpfully states: ‘The question of whether
a particular trader has a reasonable excuse
should be assessed by the standards of

reasonableness which one would expect
of a taxpayer who sought to honour their
obligations as a taxpayer. In making this
assessment, the tribunal should also
consider the particular attributes of the
taxpayer, their circumstances and any
other factors which are relevant to the
situation. Therefore, while the reasonable
taxpayer would give priority to complying
with their duties to make payment on time
and ensure returns are accurate and timely,
the age and experience, health or difficulties
experienced by the taxpayer are also
relevant considerations in taking a balanced
view and in arriving at a fair decision.’
HMRC has a needs enhanced support
(NES) team. The team is structured to assist
vulnerable taxpayers. However, the normal
approach to this team is from an agent
or taxpayer and in relation to ensuring
tax compliance is regularised and kept
up to date. Where a vulnerable taxpayer
has implemented schematic planning,
they should still be entitled to enhanced
support. The benefits will not usually
include a reduction of tax liability although
there is an ability to write off tax debts. It
should however result in more empathy
and a smoother resolution. As identified
by HMRC in Geoffrey A Wedgwood: ’some
officers would have more empathy with
the appellant’s health problems than
others’.
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ALTERNATIVE DISPUTE RESOLUTION

KEY POINTS
zz
What is the issue?

At the end of 2017 the Civil Justice
Council (CJC) published an interim
report on the future role of
Alternative Dispute Resolution (ADR)
in relation to civil disputes. The CIOT
responded to this report from a tax
perspective and this article considers
the work that the CJC are doing and
the work that tax practitioners can
do to further promote the use of ADR
where appropriate.
zz
What does this mean for me?
Resolving tax disputes can be time
consuming and expensive. Encouraging
clients to consider ADR could work in
their best interests as well as easing
the substantial pressure on the tribunal
system.
zz
What can I take away?
Where tax payable is in dispute, tax
practitioners could be more proactive
and assertive in discussions with HMRC
regarding pursuing ADR. To empower
tax professionals to do this, this article
seeks to address the perceived lack of
understanding and confidence in ADR
as a process and to some extent extol
its virtues.

The ADR deficit

It is well known that the Tribunal system
is under increasing pressure and often
overwhelmed with cases that need not
have ever seen the light of day in an
adversarial setting. Take as an example
the recent flurry of cases regarding a
penalty for a failure to submit a NRCGT
return (from Patsy-Anne Saunders v
HMRC TC 6173 to Jackson v HMRC TC
6329).
Alternative dispute resolution (ADR)
in the tax arena is still in its infancy.
In 2017/18 there were only 612 ADR
applications made. Evidently there is
a chasm – there is a place for ADR in
relation to tax disputes but why is the
ADR message not getting though? The
ADR deficit is not unique to tax but exists
in the broader civil disputes context.
The CJC are of the view that this gap is
in some part due to a nervousness of
advisers to advocate the usefulness of
ADR stemming from a lack of knowledge
of the process and confidence that any
decision has real teeth. It is important
to remember that as the parties own the
decision, any conclusion following ADR
will have whatever weight the parties
themselves choose to attach to it. The CJC
also consider that to some extent the lack
of real uptake is due to public perception
and historic inertia. This could certainly
be said to be relevant to the large number
of unrepresented tax payers. Many
people still do not really know much
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A new
dawn

Helen McGhee considers the reasons
to encourage your clients to consider
alternative dispute resolution
about ADR and thus are not accessing this
very valuable tool.
It should be noted that of course,
the use of ADR in resolving tax disputes
specifically is somewhat unique in that
one party to every dispute is a public body
with an obligation to first and foremost
collect revenue but also a party that has
inherent restrictions on its discretion to
enter into negotiated settlements. In light
of this, in the context of tax disputes the
onus therefore is arguably more on HMRC
to publicise, promote and explain ADR to
its customers. But where a taxpayer has
an adviser then there is certainly a role
for professionals to play.

Process is everything

The purpose of this article is not to repeat
what has already been said about what
ADR is and how it works. Instead the
purpose is to promote real thought and
ask important questions about its role but
in so doing it is helpful to have somewhat
of an overview of ADR.
There are various forms of ADR but the
most relevant one in the context of tax
disputes is mediation. HMRC have said
that they see little scope for the use of
arbitration or adjudication. Where this
article refers to ADR it is being used as

shorthand to mean mediation.
The Centre for Effective Dispute
Resolution (CEDR) defines mediation as:
‘A flexible process conducted
confidentially in which a neutral person
actively assists the parties in working
towards a negotiated agreement of a
dispute or difference, with the parties in
ultimate control of the decision to settle
and the terms of resolution.’
Under Rule 3 of the Tribunal Rules
there is a requirement for both the First
Tier and the Upper Tier to bring the
option of ADR to the parties’ attention.
This is a clear statutory recognition of
the vital role of ADR (albeit for now
there are no costs sanctions for a failure
to consider ADR). Indeed HMRC have
stated in the context of the Litigation and
Settlement Strategy (LSS) that ADR ‘can
help support the resolution of disputes’
and through various pilot schemes and
statements of policy HMRC are seemingly
keen on ADR but this is just not evident
from the statistics at present. The role
of the adviser is therefore important in
supporting HMRC on the ADR journey.

When is ADR appropriate?

Of course, ADR in the context of tax
disputes may not always be appropriate
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and this is certainly a key reason for it not
flourishing as it could do as a means of
resolving disputes.
Nonetheless there is an obvious and
huge space for it. Often the parties to a
dispute, particularly if it is long running,
may get bogged down in the facts, which
possibly have never been completely
and properly established, information
might be incomplete or facts have been
misunderstood or misinterpreted. Wrong
assumptions or inferences may have been
made. HMRC may not accept certain
pieces of evidence advanced by the
taxpayer to support their position. HMRC
may request more information and the
taxpayer is unclear as to why. In these
instances ADR can help the parties to
focus and narrow the issues.
Where parties have reached an
impasse and often where communication
between the taxpayer and HMRC has
almost completely broken down, ADR may
assist in re-establishing a dialogue. It may
look as though the position is very much
all or nothing until an impartial third party
is able to propose an alternative.
HMRC have made it clear that there
are some circumstances when they do
not regard ADR as suitable. HMRC do not
consider ADR to be effective regarding

disputes about requests for time to
pay or similar issues; fixed penalties on
the grounds of reasonable excuse; tax
credits; PAYE coding; HMRC delays in
using information; cases that HMRC’s
criminal investigators are dealing with;
and default surcharges. Additionally,
there are clearly scenarios where the
parties fundamentally disagree on the
interpretation of a particular legislative
provision or there is a wider policy
position at stake. There is no way of really
testing the evidence of the other side at
mediation. There will always be a role for
the courts but there needs to be careful
consideration as to whether from a costs,
expedience, control, confidentiality
standpoint ADR might be a better option.
As mentioned previously due to the
unique context of ADR with HMRC as
a party, there are certainly barriers
impeding the use of ADR specific to tax.
HMRC are often constrained by red tape
and the relevant decision maker/ policy
specialist cannot be present on the day of
a mediation. HMRC need to adequately
communicate any policy boundaries or
constraints beyond which they simply
cannot operate prior to any attempt at
mediation otherwise the entire process
is frustrated. HMRC behaviour will have a
huge influence on the success of ADR in
the tax arena. There has to be a genuine
commitment to resolving a dispute
and any perceived HMRC aggression in
relation to their tax collection powers has
no place in the ADR context.
HMRC are certainly committed to
training some excellent mediators. The
taxpayer ought not to be reluctant to
pursue mediation simply because the
mediator is often an HMRC person – all
mediators are CEDR trained and excellent
independent professional facilitators and
the advantage of having HMRC persons
available as mediators means that there
is no charge to the taxpayer in engaging
them.

At what stage is ADR appropriate?

The CJC have spent considerable time
debating some kind of automatic referral
or compulsion towards attempting
to settle a dispute via ADR first and
foremost. The CIOT are opposed to
compulsory ADR as it could simply waste
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time and costs and frustrate a dispute
even further. There is also a strong
access to justice concern in making ADR
mandatory. However lessons can be
learnt from abroad and some tempered
form of automatic referral does seem
to work well in civil disputes in Italy,
Greece and France. Indeed in a family
law context a Mediation Information
and Assessment Meeting often precedes
any proceedings and whilst one cannot
force people to mediate there can be
no real argument against sitting down
at the very outset of any dispute with
an independent third party with no cost
consequences and to ease the pressure
on the tribunal system. This would
need to be resourced though. Similarly
in the family law context the use of
Early Neutral Evaluation meetings and
Financial Dispute Resolution hearings
are a forum where parties can discuss
early issues in a without prejudice
environment, bearing their own costs as
a means to narrow issues and potentially
be able to take a preliminary view as
to merits. This may well be helpful in
relation to any tax dispute.
ADR can also run concurrent to
proceedings. Simply by allocating a
mediator to a case early on they can
constantly reassess, appraise, explain
challenges etc. in a way that the parties
are not capable of doing. The role of
the mediator is often to encourage the
parties to think in a different mind-set, to
approach the dispute differently. Where
cases have been going on for years with
no sign of resolution the answer has to be
to try something different. Einstein once
said ‘The definition of insanity is doing
the same thing over and over again and
expecting different results.’

It’s a new dawn

There will always be cases where ADR is
not appropriate, most obviously where a
question of law needs to be tested, where
HMRC have no scope for policy reasons or
where the parties are just not minded to
settle under any circumstances. However
as a means of dispute resolution in an
atmosphere of increasing disagreement
in relation to tax there needs to be more
tangible commitment from both advisers
and HMRC to utilising this very useful tool.

29

VAT AND PROPERTY

Working
it out

KEY POINTS
zz
What is the issue?

When a business buys a building and
pays VAT, input tax recovery depends
on its use of the building, e.g. whether
this is for taxable or exempt activities.
An option to tax election does not need
to be made by the buyer just because
the seller had an election in place at the
time of the sale. It is also important to
be aware of the 20 year period, after
which an election made with HMRC by
a taxpayer can be reversed.
zz
What does it mean to me?
There are large amounts of VAT at
stake when a business buys and sells
property so it is important to be clear
about the rules for claiming input tax
and when input tax might need to
be repaid to HMRC if the use of the
building changes, e.g. from generating
taxable income to exempt rental
income. Any errors can be corrected by
HMRC going back four years.
zz
What can I take away?
The capital goods scheme requires
input tax on some property
expenditure to be adjusted over ten
years – this can create many challenges
for property owners. An awareness
of the scheme is important to avoid a
potential problem. And be aware that
SDLT is always charged on the VAT
inclusive price of a property, so a sale
without VAT will produce a tax saving.
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Neil Warren considers the VAT challenges facing an
accountancy practice buying a property for use in its
business, which it then rents out three years later when
it relocates to new premises

V

AT and property challenges
are often best explained with
a practical case study. It gives
the chance to more easily explain the
quirks of the legislation and, as many
advisers know, there are many potential
traps with this massive subject. So in
the first part of a two-part article (the
second part will be in a future issue of
Tax Adviser), I will look at the ‘VAT life of
a property’ for a commercial business,
i.e. by considering the purchase of the
building, its use by the business and
subsequent sale. By the time you have
finished reading the articles, you might
advise your clients to rent rather than
buy property to avoid the potential VAT
headaches!

The case study

Let me introduce you to Duran and Co
Accountants who, as it says on the tin,
offer accounting services to clients.
In other words, their business is fully
taxable as far as the nation’s favourite
tax is concerned and they have no input
tax block. The business trades as a

partnership and it has just bought the
freehold of an office in the village of
Spandau for £600,000 plus VAT, which
will be occupied by the partners and
all staff. What are the VAT issues to
consider?

Why is VAT being charged?

As a starting point, the purchase of the
freehold of a non-residential building is
usually exempt from VAT, with two main
exceptions:
zz
The building is less than three years
old, so is standard rated by statute, i.e.
an override to the exemption for land
supplies in VATA1994, Sch 9, Group 1.
zz
The seller has made an option to tax
election on the property so needs to
charge 20% VAT on the selling price.
Let us assume that the second situation
applies to the property in Spandau, i.e. VAT is
being charged because of the seller’s option
to tax election and not because the building
is less than three years old. Here are some
important tips:
zz
Duran and Co will be able to claim input
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tax on the purchase of the building
because it will wholly use it for taxable
purposes.
zz
It is important that proof of the seller’s
option to tax election with HMRC is
acquired before exchange of contracts.
This is because a business can only claim
input tax on correctly charged VAT.

20 year rule

There is another question that Duran
and Co should ask the seller: did you opt
to tax the property more than 20 years
ago, and therefore can you reverse the
election by submitting form VAT1614J
to HMRC, before the sale takes place?
If so, it can then be an exempt, sale i.e.
avoiding the 20% VAT charge.
You might wonder why this is
necessary when Duran and Co can claim
input tax anyway. There are two reasons:
zz
SDLT is charged on the VAT inclusive
price of the deal – so there is a tax
saving here if the sale excludes VAT;
zz
There is a cash flow challenge for the
buyer, i.e. paying VAT to the seller and
waiting up to three months to claim
input tax on a VAT return.
The reason I often give the 20-year rule its
moment in the VAT spotlight is because with
each passing day, more elections will have
passed the 20-year period and therefore can
be reversed. However, don’t forget that the
key date is 20 years from when the seller’s
option to tax election took effect, and not 20
years from when he bought the property.
To give a balanced argument, our seller
needs to check his own VAT position before
submitting form VAT1614J to HMRC. If the
sale of the property is exempt from VAT
rather than standard rated, this might cause
him a problem with the capital goods scheme
(CGS), if he either bought the property within
the previous 10 years at a cost of £250,000
or more excluding VAT, or has spent more
than this amount on either an extension,
improvement or refurbishment project.
In these situations, the input tax initially
claimed on the expenditure is adjusted over
a 10-year period with annual adjustments. So
if our imaginary seller bought the property
five years ago for £300,000 plus VAT and
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claimed input tax because of his taxable use,
an exempt sale of the property to Duran
and Co will, all things being equal, lead to
a £30,000 input tax adjustment. This is
because the sale of the building will mean
that all remaining intervals (to complete the
ten) will be deemed to be relevant to exempt
rather than taxable use (HMRC Notice 706/2,
para 9.1).

Option to tax myth

There is a myth in the VAT world that
if a seller has opted to tax a property,
the buyer must also opt to tax the same
property as a condition of claiming input
tax. This is not correct: in our example,
Duran and Co will be able to claim input
tax because the property is being wholly
used for taxable purposes. There is no
such thing as an opted property – each
taxpayer makes a decision as to whether
an option to tax election is in their best
interests. See Box 1: Dentist subletting.

Property rental

To continue the story, Duran and Co
bought the Spandau office in 2015. It is
now 2018 and the partners have decided
to relocate to another site, so will rent it
out to generate long term income. There
are three potential tenants: a charity
wants to use it as a place of worship; a
betting shop for its head office function;
and a firm of solicitors. Which tenant
would you recommend as far as VAT is
concerned?
Before this question is answered, it
is necessary to again consider the CGS,
i.e. because Duran and Co bought it less
than ten years ago at a cost of more than
£250,000 excluding VAT. So there are still
seven annual adjustments outstanding,
which is now relevant because the use
of the building has changed from making

BOX 1: DENTIST SUBLETTING.
Duran and Co has decided to sublet part
of its building to a dentist. If Duran and
Co made an option to tax election on
the building, VAT would be charged on
the rent, which would avoid any partial
exemption issues because all income
earned from the property is now
taxable, i.e. including its own trading
activities.
However, the VAT charged on the rent
would be an unwelcome cost because

dentists are mainly exempt from VAT
so cannot claim input tax. The election
would also commit Duran and Co to
charging VAT on all future income earned
from the property for the next 20 years.
A better solution might be to not opt
to tax the property and input tax will
hopefully still be claimed by Duran and
Co on related costs because of the partial
exemption de minimis limits (VAT Notice
706, section 11).
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taxable supplies of accountancy services
to the exempt activity of earning rental
income. The input tax to adjust each
year is £12,000, i.e. total VAT paid on the
purchase price of £120,000 divided by
ten years. So wholly exempt use of the
building in the next seven years will lead
to £84,000 of input tax being repaid to
HMRC. However, the good news is that
an escape plan is available.

Option to tax election

The easy way for Duran and Co to avert
a problem with the CGS is to opt to tax
the property with HMRC before a tenant
is found, so that the rent will be subject
to VAT. This means that the building will
continue to be used by the partnership
for taxable activities, so it does not need
to consider the complex issues of either
the CGS or partial exemption. Input
tax can also be claimed on any ongoing
costs associated with the property, e.g.
agent fees, repair costs, advertising costs
to find a tenant etc. Duran and Co will
notify the election to HMRC on form
VAT1614A.
So going back to our choice of tenant,
the VAT charge to the betting shop will
be as welcome as rain in Manchester
on a Bank Holiday weekend, because its
activities are exempt from VAT so it is
input tax blocked on its costs. And care is
needed with the charity: if a charity uses a
building for a ‘relevant charitable purpose
other than as an office’ (such as a place of
worship) it can ask the landlord to override
his election and make the rent exempt
again. (VAT Notice 742A, para 3.5). So it is
reasonable to conclude that the most VAT
efficient solution will be to agree a tenancy
with the solicitors because they can claim
input tax on their costs.

Conclusion

The election made by Duran and Co has
averted a VAT problem but it is important
to recognise that an election is not a
‘win win’ in every situation. As explained
above, an election made by a taxpayer on
a property remains in place for 20 years
before it can be reversed, so this could
be a problem for Duran and Co if future
tenants cannot claim VAT, e.g. a bank or
betting shop. The election will also apply
to the future sale of the building in most
cases and I will consider these VAT issues
in my next article.
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KEY POINTS
What is the issue?
The recent decision of the Upper
Tribunal in Tinkler v HMRC could change
the understanding that all statutory
notices are required to be sent to a
taxpayer personally.
What does it mean to me?
Advisers should now review the 64-8s
in place and try to determine what
authority it ostensibly gives concerning
the adviser’s status as agent.
What can I take away?
The importance of carefully considering
the wording on the 64-8 and for
advisers to understand what it can
actually mean for them and their
clients.

I

have been working in the tax profession
for over 26 years and it is fair to say that
I have seen quite a number of changes in
that period. However, one matter that has
not changed (if one ignores the increased
scope over the years) is the existence of
a form known as the ‘64-8’. Being a nonstatutory document, it has until now avoided
much controversy, except perhaps its name:
I have always referred to it as a ‘sixty-four
eight’, whereas others (particularly those
trained within HMRC – who after all ought to
know) tend to call it a ‘sixty-four dash eight’.
That debate notwithstanding, the form
has so far as I understand to be the case
been used to permit HMRC to send copy
correspondence about a taxpayer to the
taxpayer’s adviser and, in the case of more
detailed correspondence, to allow that
correspondence to be conducted solely with
the adviser so as not to alarm or burden the
taxpayer. What I have always understood
to be the case is that statutory notices
(for example, assessments, requirements
to submit a tax return, notices of enquiry,
closure notices and the formal letters issued
at the various stages of an internal review)
are all required by law to be sent to the
taxpayer personally. Indeed, earlier in my
career, I was aware of the difficulty that one
particularly high-profile client had in trying
to get a notice to submit a tax return sent to
his adviser. Although different interpretations
are no doubt possible, this limited purpose
of a 64-8 is consistent with the rubric
of the current version of the form: ‘This
authority allows us to exchange and disclose
information about you with your agent and
to deal with them on matters within the
responsibility of HM Revenue and Customs
(HMRC), as specified on this form.’ The recent
decision of the Upper Tribunal in Tinkler v
HMRC [2018] UKUT 73 (TCC), however, could
change that understanding forever.

Background to the case

In 2012, a closure notice was issued to Mr
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The 64-8
Question
Keith Gordon considers a recent Upper Tribunal
case which looks at one consequence of a client
signing a form 64-8
Tinkler in relation to an enquiry into his
2003/04 tax return. Mr Tinkler appealed
against the notice and duly notified the
appeal to the First-tier Tribunal. Before the
First-tier heard the appeal, an additional
ground was introduced to the effect that
there was not in fact any valid enquiry (and
therefore no valid closure notice), because Mr
Tinkler had not received a notice of enquiry
as required by the Taxes Management Act
1970 s 9A. The question was then made the
subject of a preliminary hearing which took
place in December 2015, with a decision
issued some three months later.

Facts of the case

In January 2005, Mr Tinkler signed an
engagement letter by which he appointed
BDO Stoy Hayward (‘BDO’) as his ‘tax agent
and adviser’. At the same time, a form 64-8
was signed by Mr Tinkler. As BDO’s letter
explained, the form allows ‘the Inland
Revenue … to correspond with us, in which
case, they will not correspond with you
except to the extent that they are formally
required to. However, this authority does
not apply to all Inland Revenue forms and
notices.’ BDO’s explanation seems to chime
in with my understanding of the 64-8 (as
summarised above). Furthermore, the

64-8 itself, as signed by Mr Tinkler, noted
‘sometimes, we need to send [letters and
forms] to you as well as, or instead of, your
agent’. There was also a reference to the
Revenue’s website which, at the time, read:
‘The practical effect of the agreement is that
while a formal notice of enquiry must be
given to the client, correspondence can be
addressed to the agent’.
HMRC wrote to Mr Tinkler on 1 July
2005 in order to open an enquiry into his
2003/04 tax return. They sent that letter to
an old address (seemingly, having unilaterally
revised their records from a valid address)
and the letter was not received by him. A
copy of the letter, however, was sent to
BDO together with a covering letter and this
was promptly acknowledged by BDO. The
First-tier agreed with Mr Tinkler (on the facts)
that the ‘original’ enquiry notice could not
be deemed to have been received (as it was
not sent to his last known place of residence
or business (per TMA, section 115(2)).
Furthermore, on the basis of the wording of
the form 64-8 and the engagement letter, it
considered that the ‘copy’ sent to BDO was
similarly insufficient to make the enquiry
valid. However, the First-tier considered
that BDO had discussed the existence of the
enquiry with Mr Tinkler’s personal assistant
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within the enquiry window and, through her,
Mr Tinkler was given notice of the enquiry
before the relevant time limit.
Mr Tinkler appealed against the decision
but HMRC ‘cross-appealed’ arguing that the
copy notice sent to BDO was also sufficient to
constitute notice of the enquiry.

The Upper Tribunal’s decision

The Upper Tribunal (Judges Roger Berner
and Greg Sinfield) agreed with the First-tier’s
analysis of the law of agency. In particular,
they agreed that section 9A does not override
the usual position which is that a party (here
HMRC) can validly communicate with a
person with actual or ostensible authority to
receive communications. However, the Upper
Tribunal disagreed with the First-tier about
the authority in the present case. In particular,
the Upper Tribunal interpreted the wording
on the 64-8 so as to confer both ostensible
and actual authority on BDO to act as Mr
Tinkler’s agent in relation to the receipt of
documents on Mr Tinkler’s behalf.
The Upper Tribunal also considered that
receipt by an agent of what purported to
be merely a copy of an enquiry notice for
information can be (and was in this case)
sufficient to trigger the opening of an enquiry.
Consequently, the preliminary decision was
against Mr Tinkler and his enquiry was held to
have been validly opened.

Commentary

I must admit to being somewhat
uncomfortable with the decision and my

comments that follow (both in this section
and the next) should make it clear why.
From a legal perspective (despite the
experience of the two judges involved), I am
not persuaded that the right decision was
reached. Most importantly, section 9A (as
do other provisions dealing with statutory
notices) goes out of its way to make it
clear that such notices must be sent to the
taxpayer and therefore gives the impression
that the statute does not consider that
receipt by a third party is sufficient. Indeed,
this impression is reinforced by those
particular provisions within the TMA which
make it clear that statutory references to
the taxpayer may be treated as including ‘a
person acting on [the taxpayer’s] behalf’.
This is particularly acute in section 49I (which
provides interpretation for the internal
review rules). Section 49I(2) makes such
a provision (i.e. extending references to a
taxpayer to the taxpayer’s agent) but then
expressly excludes from this the various
formal stages of the internal review process.
It strikes me as odd that a taxpayer need
not receive (say) an assessment which can
(according to Tinkler) be served solely on an
adviser with a valid 64-8, but HMRC must
notify the taxpayer personally of any offer
of internal review. It is not clear whether
or not the Upper Tribunal was taken to
those other provisions within the TMA (at
least one of which has been unchanged
since 1970 and can be traced at least as far
back as the Finance Act 1949). Those other
provisions do, in my respectful view, suggest
that (whilst section 9A might not on its own
override the common law of agency) the
entirety of the Act does (or, at least, properly
construed, should be interpreted as if it did).
Furthermore, the decision could lead to
different situations depending on whether
a taxpayer’s relationship with an adviser is
governed by English, Scots or Irish law where
the law of agency has evolved differently.
However, assuming the decision to be
correct in law, it does serve as a reminder
how important it is to consider carefully
the wording on the 64-8 and for advisers to
understand what it can actually mean for
them and their clients.
I also wonder whether the decision
taken by HMRC to argue in the Tribunals
that a signed 64-8 authorises HMRC to send
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statutory notices to advisers without any copy
being sent to the taxpayer personally could
cause shockwaves amongst the Department
because of the consequences of the decision.
I do fear that the decision to litigate the point
was taken in a desire to win the case at all
costs and without much thought as to the
wider repercussions.

What to do next

This particular case, strictly, turns on the
specific wording of the 64-8 signed by Mr
Tinkler and it is likely that the wording of the
authorisation has not changed for a long
time. However, there is a chance that a very
old 64-8 would not have the same effect as
Mr Tinkler’s. It will be an aggravating task,
but advisers should now review the 64-8s in
place and try to determine what authority
it ostensibly gives concerning the adviser’s
status as agent. Similarly, with regards to
actual authority in the engagement letters.
If you are unhappy with the outcome of the
present case, one option would be to write to
HMRC and make it clear that the 64-8 remains
in place but not so as to allow HMRC to serve
statutory notices on the adviser.
A potentially less cumbersome exercise
(especially if the procedure is already being
undertaken) is to ensure that advisers’
incoming mail is date-stamped. This means
that, where an enquiry letter (say) is sent both
to the adviser and the client, time limits will
be met if either is received on time.
One possible upside of the decision is that
it allows HMRC to send most notices direct
to advisers, thereby cutting out the taxpayer
altogether. Let’s see how readily HMRC accept
that notices to file tax returns can be sent to
someone other than the taxpayer personally.
I suspect that their reaction will be that they
cannot be sent to agents because of the
wording of the TMA. Ironic isn’t it?
Different considerations will need to be
given to online authorisation where the client
is not required to provide a physical signature.
Perhaps, given the uncertainties that
this case has given rise to, the CIOT and
ATT should have urgent discussions with
HMRC as to what status a 64-8 will be
given in the future, espcially in the evolving
online world and in light of MTD. Maybe
there will now be a new form, on whose
name we can all agree.
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Masters of disguise
unmasked
KEY POINTS
zz
What is the issue?

Users of failed DR arrangements
may have a legal claim against their
advisers.
zz
What does it mean to me?
Users who are settling their
arrangements with HMRC should
take advice to see what they could
claim back from their advisers and
professional insurers.
zz
What can I take away?
The usual problem of proving a loss
with a failed tax scheme may not
apply here. However users should get
their skates on with issuing a claim
to avoid the expiry of the limitation
period for negligence claims.

T

he tide has undoubtedly gone
out so far as such arrangements
are concerned. HMRC are highly
active in denying claimed relief and in
the worst examples are pursuing criminal
cases against both the financial advisers
who recommended them and those
who sought tax relief. In truth most of
those who entered exotic tax saving
arrangements did so because they were
told and accepted in good faith that such
schemes were lawful. Many are now
facing financial disaster but will have
potential claims against those who misssold them the tax schemes in the first
place.

The game is up

Those who devised and sold DR
arrangements had one hell of a ride
between the early noughties and the
Supreme Court’s decision in Rangers
[2017]. Enormous amounts of fees were
earned devising, selling and distributing
these schemes to lay clients through IFAs
and networks of accountants. As is now
well known these schemes have now
been comprehensively defeated by HMRC
through the courts and to underline this
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Patrick Cannon
and Simon Farrell
QC examine what
remedies users of
Disguised Remuneration
arrangements may have
against the advisers and
IFAs who recommended
they enter into the
arrangements

victory the GAAR Advisory Panel has
recently issued opinions on certain types
of the schemes holding that the entry
into and carrying out of them was not a
reasonable course of action.
Much misery has been caused to users
of these failed schemes with life-changing
settlement sums being demanded and
obtained by HMRC through their various
settlement opportunities, the latest of
which was examined by Helen Adams
and Sarah Stenton in the April issue of
this journal. Family homes are being
re-mortgaged or sold, children removed
from private schools, savings and pensions
earmarked for a comfortable retirement
plundered, not to mention the enormous
stress and resulting distressing medical
conditions that have resulted. This comes
at a time when the businesses owned by
the users are struggling and the earning
capacity of users has drastically reduced
for age related and other reasons. Assets
purchased with the tax saved may also
have lost value. In addition HMRC have
successfully prosecuted promoters,
financial advisers and even participants in
tax schemes in the criminal courts, many of
whom have been sent to prison and have

been the subject of confiscation orders
with terms of further imprisonment in
default.
Much energy and time is currently being
spent making the necessary arrangements
to settle users’ tax affairs with HMRC but
as users begin to recover from the shock
of the terrible predicament into which
they have been placed with the arrival of
Accelerated Payment Notices and HMRC’s
spreadsheets showing the PAYE, NIC, IHT,
interest and County Court fees owing,
thoughts are beginning to turn to the role
of the people who pushed these schemes.
What were they thinking?
It was quite clear that by 9 December,
2010 when HM Treasury published its
statement ‘Anti-Avoidance: Disguised
Remuneration’ that the Government was
determined to attack DR arrangements
and that by implication anyone who
continued to pursue such arrangements
was acting contrary to the purpose of the
legislation and the intention of Parliament
and would be subject to official scrutiny.
The introduction of Part 7A into ITEPA
2003 from April 2011 to tackle schemes
which avoided or deferred PAYE and NICs
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gave legislative effect to this intention.
However those who had earned a
lucrative living devising and selling these
schemes were not willing to call it a day
and decided to devise schemes of mindboggling complexity and artificiality to
try and defeat the legislation and will of
Parliament. While these schemes have
now been defeated both in the FTT and the
Courts the failure by HMRC to effectively
tackle them for six years meant that users
continued to be put into these schemes
with assurances from leading tax counsel
that they stood a reasonable chance of
working. However anyone who devised
or sold such schemes after 2010 should
clearly have given a suitable risk warning
to users.
The law
The Court of Appeal’s decision in Barker
v Baxendale Walker [2017] EWCA Civ
2056 held that someone advising on a
tax avoidance scheme that was likely to
be attacked by HMRC and receive judicial
and other scrutiny should give the client a
significant warning of this risk and provide
the client with a balanced view identifying
alternative interpretations and warning

that their preferred interpretation may not
prevail. The authors have seen no evidence
that any ‘significant risk’ warnings were
given and the ‘warnings’ as such were at
a lower level and were to the effect that
no guarantee was given that the schemes
in question would work. In other words
a negative rather than a positive warning
was given and this does not come near
to the high threshold set by Baxendale
Walker. On this basis the advice was given
negligently and the purported limitations
of liability that were typically mentioned
may not apply because those limitations
were predicated on the advisers involved
exercising reasonable care and skill.
These were extremely aggressive tax
avoidance schemes with a high level of
artificiality and contrary to the purpose of
the legislation and were always likely to
be attacked by HMRC as indeed has now
happened. The schemes were positively
promoted to clients often by accountants
who had a professional duty to give best
advice to clients but who were conflicted
by the commission they were paid by the
wholesalers of these schemes.
In many cases there may therefore be
a prima facie case for negligence in failing
to give users a significant risk warning or
a balanced view of the different possible
interpretations of the tax consequences of
these arrangements. However there are
two necessary requirements that must be
addressed before a user could seek legal
redress against the adviser concerned.
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These are the measure of damages and the
potential limitation period for starting legal
action.
Measure of damages
The measure of loss in contract and in tort
is expressed differently:
(i) in contract, the measure of loss
seeks to put the claimant in the
position they would have been in
had the contract been performed
had there been no breach – i.e. had
the tax planning worked; and
(ii) in tort, the measure of loss is
expressed as an amount that will
put the claimant in the position
they would have been in had there
been no negligence.
Often there will be no difference as, for
example, where an accountant misses a
filing deadline to claim a tax relief – the tax
saving opportunity that has been missed is
the measure of loss in contract and in tort.
However, the position is more
complicated in relation to failed tax
schemes. In Grimm v Newman [2002] STC
1388 CA, it was held that on the basis
that where a tax scheme would not have
worked and the claimant had failed to
show that any other scheme would have
worked, then he had suffered no loss.
Despite this, in the cases of failed DR
arrangements the argument that users
would have otherwise paid the tax they
were advised could be avoided and so
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have suffered no loss can be countered
by pointing to the tax saving available
to users had they simply made ordinary
tax allowable provisions such as pension
contributions available to them in each
relevant year. The allowable pension
contributions in many of the years
concerned were considerable and were
officially encouraged. Moreover, the
investment returns that would have been
accumulated in the ensuing years had
those contributions been sensibly invested
would have been considerable.
In cases seen by the authors the
scheme providers went through a façade
each year with each user by conducting a
remuneration benefits survey canvassing
various options for the director/
shareholders only to conclude year after
year that their scheme was the best option.
The idea was to give commercial cover for
the decision to enter the scheme. Tellingly
the far more sensible option of making tax
allowable pension contributions was sidelined in these reports with the comment
that this required ‘specialist advice’. This
dismissal of the pensions route without
further consideration in favour of a highly
contrived and aggressive tax avoidance
scheme is telling.
Also, any additional cost of involvement
in the schemes ought, in principle, to
be recoverable as well as the additional
financial costs of the position users now
find themselves in. There is some support
for this in Lagden v O’Connor [2003] UKHL
64, [2004] 1 AC 1067, where the following
passage from Clippins Oil Co v Edinburgh
and District Water Trustees [1907] AC 291
at 303 was approved: ‘... the wrongdoer
must take his victim talem gualem [as he
finds him], and if the position of the latter
is aggravated because he is without the
means of mitigating it, so much the worse
for the wrongdoer, who has got to be
answerable for the consequences flowing
from his tortuous act.’
And at [31] of Lagden: ‘The principle
which emerges from this passage is that
it is not open to the wrongdoer to require
the injured party to bear any part of the
cost of obtaining such indemnification
for his loss as will place him in the same
position as he was before the accident.’
Limitation period
Proceedings for breach of contract
must be issued within six years from
the date of the breach which is the date
on which the cause of action accrues.
Proceedings for negligence must be
issued six years from the date the cause
of action accrued, and this is when the
claimant suffered damage which can be
later than the relevant date in contract.
In cases of failed tax schemes the six year
period is frequently exceeded before
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the failure of the scheme has even been
determined by the Courts. HMRC tax
enquiries themselves often take many
years as do the subsequent FTT and
Court proceedings.
Under the Limitation Act 1980 section
14A, the period for claiming in negligence
is extended so that a claimant has either:
1. the six year period, or if it ends later
2. a period of three years from the
‘starting date’.
The ‘starting date’ begins on the date
that a claimant has both the ‘knowledge
required’ and the right to bring an action.
‘Knowledge’ is actual or constructive
knowledge of the material facts about
the damage in respect of which damages
are claimed and that the damage was
attributable to the act or omission which
is alleged to have been negligent. In
Perry v Moysey [1998], it was held that
the claimant had an arguable case under
section 14A because he did not know until
the demand for arrears of tax was received
that the defendant had caused him any
damage by his negligent tax advice.
Many of the failed DR arrangements
now under enquiry were done in 2010/2011
and in the several years following and it
may be thought that the six year time limit
has begun to bite on the earlier schemes.
However in many of those cases positive
advice continued to be given by the scheme
providers to the effect that the past
schemes had good chances of success and
that HMRC would not succeed in attacking
them. On this basis users receiving such
guidance would at that stage not have the
‘knowledge required’ to realise that there
had been negligence and a likelihood that
HMRC would defeat the scheme and so
a claim to rely on section 14A could be
made out. On this basis, the ‘starting date’
might not begin until perhaps the Rangers
decision of the Supreme Court in 2017. On
this basis, users would have three years
from then to start proceedings in respect of
the post-2010 schemes. It is possible then
that users of older schemes are still in time
to commence proceedings.

Where to now?
Many users may now have good grounds
to claim back monies now being paid
to HMRC from the advisers who put
them into these DR arrangements. The
practicalities of pursuing such a claim
need very careful thought including
the costs of such an action if legal
proceedings are started. After the event
(or ATE) insurance may be available
which would cover the risk of costs if
the claim failed and in some cases no
premium is payable up front although
with an increased cost upon a successful
outcome. Another factor is whether the
person liable is still around and is worth
suing. While most scheme providers
either no longer exist or are mere shells
these providers were middle-men and
were backed by tax counsel and fronted
by accountants and IFAs, many of whom
are still operating and have professional
insurance. It will be interesting to see
what claims develop as the shock of
having to settle with HMRC subsides or
is normalised and thoughts turn to those
really responsible.
Many clients are increasingly angry
and that anger may lead to more than
merely a civil claim as in appropriate
cases injured parties would have
the right to bring a private criminal
case against those who dishonestly
persuaded them to enter tax schemes.
Potential offences include conspiracy
to defraud and offences under sections
2 and 4 of the Fraud Act 2006. These
latter offences are committed where a
person either dishonestly with a view
to make a gain or cause a loss makes
a false representation to another
or where they occupy a position of
trust and dishonestly abuse it. A
successful criminal case would have
the consequence that the dishonest
tax advisers would not only be sent
to prison but would also be subject to
confiscation and compensation orders.
The costs of a private prosecution can be
paid out of central funds. Such a course
should only be adopted in clear cases.
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Welcome to the June
Technical Newsdesk
One thing which became apparent fairly
quickly after I started working at the
CIOT was the difference in focus between
working in the Technical Team and working
in practice. The majority of what the Technical Team does is
‘forward-looking’, considering and responding to consultations
and proposals for future tax changes, and trying to make them
as effective as possible (have a look at our charitable objectives
on our websites, and how the technical functions pursue those
objectives). Working in practice very much involves the ‘here
and now’, helping clients navigate the complexities of the
existing tax regime. This was brought home somewhat when
we recently cancelled two proposed branch events on ‘current
consultations’ due to insufficient delegate numbers.
This gives us challenges when new measures are proposed. The
technical teams of CIOT, ATT and LITRG are relatively small, and
members of the team (knowledgeable as they are) cannot know
all aspects of the taxes they cover. Thank goodness, therefore,
for the volunteers on our various technical and sub-committees
– normal people (just like you) who work in practice, industry, or
HMRC, and lend us their experience, helping shape our responses
to consultations and our interactions with HMRC and other
policymakers. We like to think that it’s not all one-way traffic, and
volunteering also helps enhance technical knowledge, influence
future tax measures, and gives access to a peer group (family,
even) of individuals with the same professional interests.
This leads me to our first item in this month’s Technical
Newsdesk, a spotlight on our Succession Taxes technical subcommittee. This is the fourth of such spotlights highlighting
some of the work we undertake, so do also take a look at the
previous spotlights on the sub-committees for Management
of Taxes, Owner Managed Businesses, and Corporate Tax at
taxadvisermagazine.com.
We then highlight some of the work we have carried out
recently. Taxation of the digital economy is certainly flavour of the
month at all levels – UK, EU and OECD – and Sacha Dalton provides
a summary of recent developments and the work we have done
in this area. Sticking with the largely corporate area, Sacha and
Emma Rawson then summarise the recent CIOT and ATT responses
to the joint HMRC and HM Treasury consultation on reforms to the
corporate intangible fixed assets regime.
Our submissions and interactions with policymakers are to
no avail if they go unheard, or receive little in terms of debate
and scrutiny. One of our frustrations is the apparent lack of
Parliamentary scrutiny once a measure reaches Finance Bill
stage. George Crozier summaries our comments in relation to
a recent House of Lords Constitution Committee inquiry into
the legislative process, which also reiterates the importance of
proper consultation and us ‘getting in early’ if we want to make a
difference.
This takes us nicely into consultations which are currently
open (and will still be open, hopefully, by the time you read this).
Our engagement is not limited to tax administrations, and we
highlight the call for evidence recently launched by the Charity Tax
Commission around charity tax reliefs, on which we’d welcome
your views. Then on more typical territory, we plug (sorry!) the
recently published draft guidance on workplace charging tax
exemptions for electric and plug-in hybrid vehicles.
We then turn to a different form of digital taxation. The
Personal Tax Account has, according to HMRC, over 15 million
users, but Gillian Wrigley explains one of the quirks of the PTA if
you check your tax code online. Emma Rawson and I then provide
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the now regular update on Making Tax Digital – don’t forget to
participate in our webinar on 7 June! And if (or when) things go
wrong, don’t just cause yourself to top up the swear jar, report it
on the HMRC Agent Forum. Helen Thornley tells you what sort of
thing to report, and how.
It’s probably at this point (or indeed earlier, you might think!)
that I run out of themes. We have an important item from Jane
Mellor, one of our Professional Standards team, highlighting the
recent update to the engagement letters guidance. Jayne Simpson
then updates us on the work the CIOT has been doing in relation
to obtaining rulings on TOGCs, and its submission to HMRC
highlighting uncertainties in the treatment of transfers of going
concerns arising from the Intelligent Management Services Limited
case. We finish across our domestic borders into Scotland and
Wales. Joanne Walker summarises the CIOT and LITRG submissions
in relation to Land and Buildings Transaction Tax Group Relief and
draft regulations in relation to Social Security appeals respectively,
with Claire Thackaberry rounding off this month’s Technical
Newsdesk with a review of the Welsh Revenue Authority’s recently
published Charter of Standards and Values.

Spotlight on … the CIOT’s
Succession Taxes technical subcommittee
INHERITANCE TAX

In the fourth of a series of articles about the CIOT’s technical
sub-committees, CIOT Technical Officer John Stockdale reviews
the work of the Succession Taxes Sub-Committee.
The success of the Succession Taxes sub-committee relies on
the experiences of its members when we liaise with HMRC to
ensure that legislative and operational changes in the Inheritance
Tax (IHT) arena are as effective and practicable as possible. Input
derived from that base of practical experience helps us to inform
HMRC in the development of their proposals.
Recent examples of such involvement include the IHT DOTAS
regulations and the time-consuming saga of the Non-Dom regime
for enveloped UK residential property. Inevitably our work
overlaps with that of the Capital Gains and Investment Income
sub-committee – indeed we hold our quarterly meetings on a joint
basis, to facilitate an interchange of views and experience.
On a practical level we have engaged continually with HMRC
over the past year in trying to make the Trust Registration Service
less troublesome for members and the public. We also have
members participating in the HMRC Capital Taxes Liaison Group
on technical and policy matters, and the HMRC Trust and Estates
Agents’ Advisory Group which covers operational issues.
We are embracing the current Office of Tax Simplification
review which presents a golden opportunity to seek some
simplification of both the processes and the law relating to IHT.
Our stance is that ‘you cannot add simplicity, rather you must
remove complexity’.
As IHT work is not the preserve of the largest firms, our
members are drawn from a wide variety of practices and
professional backgrounds. Practical experience and enthusiasm for
this work is their hallmark.
We are always open to new members joining us so if you are
interested in contributing to the sub-committee’s work, please
refer to the pages on our website for how to join – see https://
tinyurl.com/ya8dyrn5 - or contact John Stockdale for further
information.
A full, but not exhaustive, list of topics within the Succession
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Taxes’ sub-committee’s remit can be found at https://tinyurl.com/
y6w9ovgd.
John Stockdale
jstockdale@ciot.org.uk

Digitalised economy: recent
consultations and developments
INTERNATIONAL TAX

LARGE CORPORATE TAX

Spring saw a number of announcements relating to the taxation
of the digitalised economy. The CIOT remains engaged with
the debate on which governments and the international tax
community are firmly focused.
On 13 March 2018, the UK government published an updated
position paper setting out its views on Corporate tax and the digital
economy. This was followed by the publication of the OECD’s
Interim Report 2018 on Tax Challenges arising from Digitalisation
on 16 March, which outlines the work that has been undertaken in
working towards a multilateral solution and concludes that there
is no consensus on the need for, or merits of, interim measures.
Finally, on 21 March the EU Commission published an ‘interim’
proposal for a common system of a digital services tax on revenues
resulting from the provision of certain digital services alongside a
long-term solution around the corporate taxation of a significant
digital presence (a digital permanent establishment).
The CIOT has been involved in the debate around whether
the international tax system deals satisfactorily with the modern
global economy since the digital economy was identified as an
action point of the G20/OECD BEPS project in 2013. Since then
we have engaged with the UK government, the OECD and the EU
Commission on the topic. We have submitted responses to the
EU Commission’s proposals and will be writing again to the UK
government on its ongoing work in this area.
The CIOT has consistently advocated that a long term,
sustainable solution will only come from a multilateral approach,
across the globe. Such an approach is the best way to avoid the
problems that would inevitably arise from unilateral actions:
double taxation and significant compliance burdens for businesses,
which would stifle economic growth and innovation. There is also a
negative impact on the competitiveness of countries (or groups of
countries) introducing unilateral measures. In addition, perversely,
differences between tax systems, which would result from
unilateral action, are likely to give rise to arbitrage/tax planning
opportunities.
However, we also recognise the political pressure on
governments to ensure that the tax system is perceived as
fair, which includes ensuring that multinational groups pay an
appropriate amount of tax locally and globally. The tax system
should also generate sustainable and stable revenues and we
suggest that, in responding to this pressure, tax authorities and
the EU should be clear and consistent on the ‘mischief’ that any
proposals, such as the Digital Services Tax (DST), are aimed at and
ensure that double taxation relief mechanisms are available where
there is no mischief.
In our view, interim measures are not necessary and are,
instead, counter-productive to the multilateral discussions
and negotiations. We would prefer to see governments refrain
from taking interim measure at this time, particularly given the
relatively short time period in which the OECD has committed to
reaching a global, long-term solution. However, to the extent that
they are considered, any interim measures should be aimed at
approximating and raising the tax on what could be considered to
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be the profit that should be allocated to a jurisdiction if the value
created by digitalisation could be measured and so attributed.
These approximations may well be crude, and any such measures
need to be targeted only on those businesses where this value is
most likely to occur.
We also support the conclusions reached in the OECD Interim
Report 2018 around the considerations for the design of interim
measures (Chapter 6 part 3). In particular, paragraph 412 says
that ‘Countries …. recognise the need to take the following
considerations into account: (i) to be compliant with a country’s
international obligations, (ii) be temporary; (iii) minimise overtaxation; (v) minimise the impact on start-ups, business creation
and small businesses more generally, and (vi) minimise cost and
complexity.’
In our response to the EU on the proposed DST, we note how
the proposals do not measure up to these aims as set out by the
OECD.
In relation to a long-term, multilateral solution, the CIOT
recognises that certain elements of value in modern digitalised
supply chains are not easily captured by the current tax system;
and thus some element of profit may be allocated to countries on
the basis of factors that were designed with the physical economy
in mind (and some of these maybe untaxed). Digitalisation has
influenced how and where groups interact with their users,
process data and exploit assets to generate value. It is legitimate,
therefore, to explore the extent to which these new factors can
and do generate value, and how this may be reflected in the tax
system.
The work that is being undertaken by the UK government, the
OECD and the EU in relation to multilateral long-term solutions
is all essentially focussed on how the new sources of value, such
as user participation, can be measured so that profits can be
attributed in respect of them. However, this work is only serving
to emphasise the very real complexities that arise in seeking to
determine and measure any such value, how to attribute profit
and then how to tax it.
In its responses, the CIOT reiterates it supports all efforts
to reach international consensus and a multilateral long-term
solution and will remain engaged with this debate as it develops
in the coming years. The OECD intends that a Final Report will be
produced relatively quickly, in 2020.
Our full responses to the EU Commission can be viewed at:
www.tax.org.uk/ref472 and www.tax.org.uk/ref471.

zz
Restrictions on the relief available for the amortisation of

Sacha Dalton
sdalton@ciot.org.uk

CIOT response

Corporate intangible fixed
assets regime: ATT and CIOT
responses
LARGE CORPORATE TAX

OMB

The ATT and CIOT have responded to the consultation on
reforms to the corporate intangible fixed assets regime.
The consultation, which closed on 11 May and can be found
at https://tinyurl.com/ybquetx9, explores whether there is scope
for targeted, value-for-money reforms that would support the
intangible fixed asset regime’s administration and international
competitiveness.
The areas covered by the consultation include:
zz
The 1 April 2002 commencement rule, which excludes pre-April
2002 intangible assets from the regime.
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goodwill and customer related intangibles introduced in 2015.

zz
The use and competitiveness of the election for a 4 per cent per
annum fixed rate of relief.

zz
The impact of the intangible asset de-grouping charge rules on
mergers and acquisitions.

The ATT response can be found at www.att.org.uk/ref289 and
the CIOT response at www.tax.org.uk/ref431

ATT response

The ATT response focuses primarily on how smaller companies are
affected by the intangible fixed assets regime and the potential
impact on such companies of any changes. It follows on from, and
builds upon, a meeting with HMRC and HM Treasury on 21 March
2018.
The response highlights the complexity of the current regime
for small companies and their advisers, and welcomes any
simplification measures.
With respect to pre-2002 assets, the ATT notes that whilst
bringing these into the intangible fixed assets regime may be
a helpful simplification, any transitional rules should be as
straightforward as possible. For example, assets should be brought
into the regime at their book value rather than market value.
The ATT suggests that a possible way to address concerns
over ‘stranded’ capital losses on moving pre-2002 assets into
the intangible fixed assets regime would be to allow for an
irreversible one-off election to keep assets in the chargeable gains
regime instead. This would also allow companies to benefit from
indexation allowance on any future disposal.
The denial of relief for goodwill amortisation in 2015 (2015
restriction) may have a particularly severe impact on the smallest
companies (who could, as an extreme, end up in a loss position for
accounting purposes but with cash tax to pay). The ATT suggests
that one way to provide some measure of relief for goodwill,
whilst at the same time limiting the cost to the Exchequer and
the potential for manipulation, could be to limit relief to a fixed
percentage per annum deduction, in a similar way to the current
4% fixed rate election.
The ATT does not believe that the election for a 4% fixed rate
relief is of particular benefit to smaller companies. In particular, it
does not deliver any real simplification when amortisation already
has to be calculated for accounts purposes.
The CIOT also supported the removal of the current distinction
between pre-2002 and post-2002 intangible assets, as this is an
artificial boundary in tax law that does not exist in commerce. We
also agree that an election mechanism should be introduced to
permit companies to elect to remain in the existing capital gains
regime so that taxpayers that have capital losses or non-trading
debits and would have anticipated using them against any gain on
pre-2002 intangible assets, or taxpayers who, having been through
the transition to the new rules in 2002, are now quite happily
running the two regimes side by side and for whom a compulsory
change to the system would be more disruptive than maintaining
the status quo, are not unduly disadvantaged.
We noted that there is an interaction between the suggestion
to remove the distinction between pre-2002 and post-2002
intangible assets with the de-grouping charge. If pre-2002 assets
are brought into the IFA regime, but the substantial shareholding
exemption (SSE)-related relief from de-grouping charge for capital
gains assets is not extended to the IFA regime, then taxpayers
could be in position where such UK-UK transfers of pre-2002 assets
undertaken before a change of law, could be unexpectedly caught
by a de-grouping charge on the third-party sale. We suggested,
therefore, that if the change to the commencement provisions is
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made, it is also necessary to make the change proposed in part
four of the consultation document, regarding the de-grouping
rules.
Our response strongly supported the proposal to removing
the 2015 restriction which is an artificial boundary in the tax
system; removing it would better meet the overall principle
of aligning taxation of intangible assets with the accounts.
Moreover, the acquisition of goodwill and related customer
assets is a genuine cost for business. To be competitive with
other regimes, it is our view that relief should be given for this
cost over the life of the asset rather than only on its disposal.
We said that we would welcome the amendment of the
de-grouping charge in the IFA regime to mirror the capital gains
de-grouping rules, so far as possible. The current position is
another artificial barrier in the tax system created by the fact
that there are different de-grouping rules for chargeable assets
and for chargeable intangible assets.
The CIOT’s response supported, and indeed suggested an
increase in the rate of the 4% election. Although we understand
that the irrevocability of the election means that the number
of claims that are in place is small, those that are made are
high in value. Thus the 4% election is an important mechanism
for obtaining relief on intangible assets (especially goodwill) in
circumstances where relief would not otherwise be available
because of the accounting treatment. We suggested that a
more competitive rate would be 10% per annum (to effect relief
over 10 years), which would be comparable to the position
under FRS102.
Our response offered some thoughts around the UK’s
competitiveness and the role of the IFA regime in this. Changes
such as those identified in the consultation document may,
for some businesses, tip the balance in favour of the UK. To
the extent that changes in the IFA regime helps either to bring
business to the UK or prevent it moving offshore, the overall
Exchequer cost should be measured not just by considering
changes in corporation tax receipts but also increases in other
taxes; and the position should be considered not against the
status quo but against the likely future position absent any
changes.
Finally, we took the opportunity to raise some related points
around the IFA regime with HMRC. These concern divisionalised
companies, the clearance process and transfers from limited
liability partnerships to companies.
Emma Rawson
erawson@att.org.uk

Sacha Dalton
sdalton@ciot.org.uk

in four parts. CIOT has previously responded to the first two
parts – on preparing legislation for introduction in Parliament
and the delegation of powers. This consultation covered the
passage of legislation through Parliament. A further consultation
will, in due course, look into the period after Royal Assent.
The main points of the CIOT’s response were as follows.

Parliamentary scrutiny processes

The quality of parliamentary scrutiny of tax legislation is not
high. The absence of meaningful House of Lords scrutiny of
Finance Bills during their passage means that flaws in Commons
scrutiny are all the more glaring. These deficiencies are only
partly compensated for by the pre-legislative work of select
committees and other earlier consultation.
We welcome the fact that it is now possible to submit
written evidence to public bill committees; however, we
are concerned that the process is not operating in a timely
fashion. We welcome the granting of the ability for public bill
committees to take oral evidence, but we are disappointed that
the government has – despite cross-party pressure – so far been
unwilling to do this for Finance Bill committees. We find their
arguments unpersuasive.
We favour more effective liaison between select committees
and the Finance Bill public bill committee so that concerns
identified by the former are pressed more by the latter. There is
a strong case for increasing the resources available to Parliament
for scrutinising tax matters. We believe there are ways that
the House of Lords could play a greater role in scrutinising tax
legislation without challenging the Commons’ ultimate financial
privilege.

Timetabling

Finance Bill clauses selected for consideration in Committee
of the Whole House tend to get less technical scrutiny. This
selection should be used sparingly. Additionally, we would find it
helpful to have a longer gap between publication of bills and the
commencement of committee stage – a minimum of four weeks.

Explanatory materials

Finance Bill explanatory materials often simply repeat what the
legislation itself says, without being particularly explanatory.
Good Explanatory Notes should state the purpose and effect of
each measure clearly, a matter of fundamental importance to
interpretation. Asking the Office of Tax Simplification to publish
simplification assessments of new tax proposals would assist
parliamentary scrutiny.

Public engagement

House of Lords Constitution
Committee inquiry into
the legislative process: The
Passage of Legislation through
Parliament
GENERAL FEATURE

The CIOT has made a number of proposals for improving
parliamentary scrutiny of the Finance Bill and other tax
legislation.
These proposals were made in a submission to the
House of Lords Constitution Committee. The Committee is
conducting a large-scale inquiry into the legislative process,
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We have seen significant improvements in the pre-legislative
consultation process on tax policy in recent years but
engagement with Parliament for stakeholder groups during the
passage of legislation remains difficult. Once a Finance Bill has
been published, it is difficult to get a change, even where there
is a clear error in the drafting. Governments frequently need to
come back in following Finance Bills to correct mistakes made
in earlier ones. There is an over-reliance by government on nonbinding HMRC guidance rather than amending legislation.
Technology could be used more effectively to show how
existing legislation would change if proposed legislation were
enacted. Government could consider an online facility to input
comments by clause numbers, so MPs can see who says what
against each clause.
The full response can be found on our website at w w w . t a x .
org.uk/ref438.
George Crozier
gcrozier@tax.org.uk
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What are your views on charity
taxation and charitable tax
reliefs?
GENERAL FEATURE

The Charity Tax Commission recently launched a call for
evidence seeking views and evidence from anyone with
relevant knowledge, expertise or experience of the system
of charitable tax reliefs in the UK. We would be keen to hear
your views.
The Charity Tax Commission was established in October 2017
to undertake a full review of the impact of the tax system on
charities. The commission is chaired by Sir Nicholas Montagu,
a former chair of the Inland Revenue, along with a board of
six commissioners with extensive charity, economic and fiscal
expertise. CIOT is represented on the commission’s Advisory
group, which comprises individuals with expertise in taxation
and finance issues.
The last comprehensive government review of charity
taxation and reliefs took place over 20 years ago. Since then,
the charity sector and the environment in which it operates
have changed dramatically. The sector has grown significantly
in scale, and charities now do more, including playing a much
bigger role in the delivery of public services.
Tax relief for charities are estimated to be worth £3.77bn
a year, including; business rates relief, Gift Aid and VAT relief,
while reliefs for individuals are worth around £1.47bn. The
aim of the commission is to ensure that the tax system and the
reliefs it offers are still operating in a way that generates the
maximum public benefit.
The commission has opened a call for evidence and is keen to
receive thoughts about the effectiveness of the various current
reliefs (which are summarised in the consultation document),
and whether the existing system could be improved in order
for charities to better serve their beneficiaries. The call for
evidence is wide ranging; including VAT and other indirect
taxes, Gift Aid and GADS, business rates and other property tax
reliefs, CGT and IHT reliefs, as well as more ‘niche’ areas such as
Climate Change Levy and Lottery Duty.
We would welcome any comments you might have on these
issues and would encourage you to send them to technical@
ciot.org.uk or atttechnical@att.org.uk. The call for evidence
closes on 6 July, so comments by 15 June would be most
welcome.
The call for evidence can be found at https://tinyurl.
com/y9fl5gr6 and more information about the Charity Tax
Commission can be found at https://tinyurl.com/ybo5ba37.
Richard Wild
rwild@ciot.org.uk

Reform to workplace charging
tax exemptions
EMPLOYMENT TAX

HMRC has recently published for consultation draft guidance
on workplace charging tax exemptions for electric and plug-in
hybrid vehicles.
HMRC has published, for consultation, a draft update to
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the Employment Income Manual (EIM) for the workplace
charging tax exemption for electric and plug-in hybrid vehicles
announced at Autumn Budget 2017. The draft guidance can be
found at https://tinyurl.com/ybavlm4x.
At Autumn Budget 2017 the government announced that
it will legislate to exempt employer-provided electricity from
being taxed as a benefit-in-kind.
The exemption will apply to electricity provided in workplace
charging points for electric or hybrid cars owned by employees.
The relevant legislative changes to the Income Tax (Earnings and
Pensions) Act (ITEPA) 2003 will be made in Finance Bill 2018-19
and will have retrospective effect from 6 April 2018.
Under current rules employers can reimburse employees
for business mileage in employee owned electric or plug-in
hybrid vehicles at the Authorised Mileage Allowance Payments
(AMAPs) rates of 45p and 25p per mile.
However, for periods prior to 6 April 2018, where an
employee recharges his or her car at work there is a taxable
benefit-in-kind based on the cost of the electricity to the
employer.
In comparison, drivers of all-electric company cars are
not taxed on the ‘benefit’ of recharging at the workplace, as
electricity is not a ‘fuel’.
This mis-match and the difficulty in calculating the taxable
benefit in those cases where a benefit-in-kind arises it is
sensible for the government to ‘mirror’ the company car rules
and provide an exemption for recharging privately owned cars
at the workplace.
At 2 pages the draft guidance is short and to the point:
‘From 6 April 2018, where an individual is provided with
workplace charging facilities for their own car or van, no taxable
benefit arises in respect of costs relating to the provision of
electricity at those facilities if the qualifying conditions are
met.’
Those qualifying conditions are:
zz
Electricity must be provided through a dedicated charging
point;
zz
The charging facilities must be provided at premises under
the control of the employer; and
zz
Charging must be available to either all the employer’s
employees generally or all the employer’s employees
generally at a particular location.
The above conditions suggest that the use of, for example,
an extension lead from a normal power socket to recharge a
vehicle will not be exempt! It is unclear why the government
would want to exclude employers that do not have the means
to install a dedicated charging point.
Also, it is not clear whether the ‘all employee’ requirement
will be met if there are insufficient dedicated charging points to
meet demand!
The only exception to the exemption is where workplace
charging facilities are provided in connection with an Optional
Remuneration arrangement (OpRA).
One aspect of electric cars that remains an issue is
reimbursement rates for business mileage in all-electric
company cars. For example, where an employee recharges a
company vehicle at home and uses the vehicle for business
mileage, his/her employer cannot use company car Advisory
Fuel Rates (AFRs) to reimburse the employee (AFRs can be used
for hybrid vehicles).
If you have any comments on the draft guidance, or other
aspects of the benefit-in-kind rules applying to electric vehicles
please contact us.
Matthew Brown
matthewbrown@ciot.org.uk

Emma Rawson
ERawson@att.org.uk
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Personal Tax Account, coding
notices and underpayments

income in 2017/18 was a state pension exceeding their
personal allowance should be removed from self-assessment
and any tax due collected by a simple assessment with tax
being due by 31 January 2019.

PERSONAL TAX

Gillian Wrigley
gwrigley@litrg.org.uk

Personal tax accounts do not always show the code number
that has actually been issued; and a few reminders in relation
to PAYE underpayments.

Personal Tax Account

HMRC advise that over 15 million individuals have now
accessed their Personal Tax Account (PTA). They anticipate
numbers increasing over next few years and have produced a
guide on GOV.UK (https://tinyurl.com/ydaemh3k) to encourage
more people to access their account.
A glitch has come to light that may affect you or some of
your clients. Each time an individual opens their PTA, the
system automatically ‘checks’ with the NPS system on pay
and tax to date and produces a ‘hypothetical’ tax code that is
shown in the PTA. In most cases this will be the same tax code
number that was issued to the individual and their employer
or pension payer, but in some cases it will be different. This
new ‘hypothetical’ code may not be issued at all, though. It
will only be issued if it has been triggered by certain specific
issues.
Currently the PTA gives no indication that the code number
has not actually been issued but, following representations,
HMRC may include a history of issued codes in the future. In
the meantime any codes shown in the PTA should be checked
against hard copies.

PAYE underpayments

Shortly, HMRC will be carrying out its annual reconciliation
exercise for individuals within PAYE who do not complete tax
returns. Where this shows that tax has been underpaid, HMRC
will typically try to collect the underpayment by amending
a code number for another tax year. With the change to
dynamic coding this means that an underpayment for 2017/18
may well be coded in to be collected during the 2018/19 tax
year.
If the taxpayer cannot pay the bill, whether through
collection via their coding notice or otherwise due to
hardship, they should contact HMRC as soon as possible and
explain their circumstances. HMRC can spread the tax due
over a number of years or even temporarily put collection of
the underpayment on hold.
Of course, all underpayments are not due to be paid by
the taxpayer. If the employer (or pension payer) operated
the incorrect code number, then strictly, in accordance with
the PAYE regulations, HMRC should approach the employer
first and only if they can show they took reasonable care and
the under-deduction was due to an error made in good faith
should the taxpayer be asked to pay the tax due. In such cases
HMRC must issue a direction that the taxpayer pay the tax,
against which the taxpayer can appeal on the grounds that the
employer did not act in good faith or did not take reasonable
care, or the underpayment shown is incorrect.
Similarly the underpayment may have arisen due to HMRC
not acting on information they hold. In this case the taxpayer
needs to make a claim under Extra Statutory Concession A19,
if possible. It seems taxpayers are unlikely to be referred by
HMRC to suggest employer error or the use of ESC A19.

State pensions in excess of personal allowance

HMRC have confirmed that those individuals whose only
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Making Tax Digital
GENERAL FEATURE

PERSONAL TAX

INDIRECT TAX

Keep up to date with Making Tax Digital with the help of the
CIOT and ATT.
Making Tax Digital (MTD) is something of a staple diet
when it comes to Technical Newsdesk articles. The challenge,
however, is that these articles are written two to three weeks
prior to publication of Tax Adviser. This means that today’s
news has long since been tomorrow’s fish and chips wrapper as
far as MTD is concerned, because things continue to move at a
pace.
That is why the CIOT and ATT have created dedicated
MTD web-pages, which can be found at https://tinyurl.com/
ya3xhkqb and https://tinyurl.com/ya9fod26 respectively,
to help members keep up to date with the latest on MTD.
For example, the CIOT website hosts its ‘Making Tax Digital
for VAT – Main issues for consideration’ document (https://
tinyurl.com/yd27fxwq), which highlights some of the key
differences between the current regime, and that required
under MTD.
On the morning of 7 June we will also be holding an MTD
webinar, during which we will share the latest around MTD,
particularly MTD for VAT, and be able to take questions and
answers. The webinar is free to attend, and more information is
available on our MTD website pages.
But what have we been doing in the meantime? The CIOT
and ATT have recently provided HMRC with feedback, on a
confidential basis, on the draft VAT Notice for MTD for VAT.
We sometimes work with HMRC in this way as a ‘trusted
stakeholder’; allowing HMRC to share things without them
being in the public domain, and for us to provide open and
frank feedback. Similarly, we have also provided confidential
feedback on elements of HMRC’s communications around
MTD. On that latter point, we have emphasised the lack of
communications to date, and encouraged HMRC to publish
guidance centrally on GOV.UK; rather than all the professional
bodies having to translate their current understanding of MTD
for their members.
Readers may also have seen HMRC’s communications that,
largely due to the resourcing implications of Brexit, they are
postponing some of the further developments around Making
Tax Digital for Individuals, such as simple assessments and real
time tax code changes (dynamic coding). This ATT Technical
Article (https://tinyurl.com/ybfwu2jm) and CIOT blog (https://
tinyurl.com/y9frs6a4) provide more information.
As we announced in last month’s Technical Newsdesk,
the pilots for both VAT and Income Tax self-assessment have
started. If you or any of your clients are taking part in those
pilots, we would appreciate you getting in touch to let us know
how it is going. We continue to work closely with HMRC and
other stakeholders around MTD, and so real-life feedback is
extremely important.
Richard Wild
rwild@ciot.org.uk

Emma Rawson
erawson@att.org.uk
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Have you signed up to the
HMRC Agent Forum?
GENERAL FEATURE

MANAGEMENT OF TAXES

The Agent Forum has been up and running for nine months now.
Have you joined?
It is now nine months since the HMRC Agent Forum was
officially launched. Membership has been increasing, and over
recent weeks HMRC have been carrying out an email campaign
to encourage more agents to join up to view and engage with the
conversations online. So what is it, and why would you want to
join?
As Richard Wild explained in Technical Newsdesk when the
Forum was officially launched in October 2017 (https://tinyurl.
com/ybeq3wev), the forum is a way for agents to report problems
with HMRC systems and processes and for other agents to
comment and contribute. HMRC staff interact on the forum to deal
with queries and also post announcements of updates, service
availability and requests for volunteers for pilots. The forum is
divided into around 12 different areas, including CGT, MTD, PAYE,
CIS, Self-assessment and the Trust Registration Service.
Members of the Issues Overview Group (IOG) also raise and
comment on issues and monitor the forum to identify issues that
are potentially widespread or significant. Recent issues that have
been highlighted include problematic P800s, incorrect late filing
penalties, processing delays and particular concerns over refunds
of Class 2 paid under self-assessment.
The more agents that join the forum and contribute, then the
easier it is for representative bodies to spot emerging issues and
also provide evidence to HMRC that these issues are significant and
need resolution.
Instructions on how to join the forum can be found on the ATT
and CIOT websites at https://www.att.org.uk/agent-forum and
https://tinyurl.com/yd7uh6vr respectively.
Helen Thornley
hthornley@att.org.uk

Update to Engagement Letters
Guidance
GENERAL FEATURE

The CIOT and ATT have been working with ACCA, AAT and STEP
on an update to the engagement letters guidance
On 2 May 2018 the CIOT and ATT issued updated engagement
letters guidance. They can be accessed on both the CIOT website
https://tinyurl.com/y8bmehal and the ATT website https://tinyurl.
com/y9s4drg2. These letters include a number of changes and the
main ones are set out below.
The schedules of services have been updated in relation to
technical changes (such as the pay-rolling of benefits in kind). In
addition the following new schedules have been included:
zz
The personal tax schedule has been split into two schedules.
One relates to personal tax compliance and a separate one is
now available in relation to personal tax where acting for sole
traders or those with property income.
zz
Company accounts preparation
zz
Common Reporting Standard (CRS) and Foreign Account Tax
Compliance (FATCA)
zz
Voluntary (unprompted) disclosure to HMRC
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Importantly, the guidance aims to assist members to prepare
their engagement letters under the new data protection rules
which came into force on 25 May 2018. Further guidance on GDPR
is available on our websites: https://tinyurl.com/ycmozvby and
https://tinyurl.com/ybe8s4z4.
The engagement letters pack now includes a sample privacy
notice. Being transparent and providing accessible information to
individuals about how personal data will be used is a key element
of data protection legislation and GDPR. The most common way
to provide this information is in a privacy notice. Privacy notices
are not new but GDPR is more prescriptive about what they
should include. Whilst it is not obligatory to send a privacy notice
together with an engagement letter, for practical ease we have
assumed this will be dealt with at the same time. The covering and
acceptance letters and the business terms and conditions have
also been updated.
The documents are examples and must be tailored to suit the
particular circumstances applying to a member’s practice and their
clients. The basis on which the letters are made available is set
out on the front of the document and it is essential that members
refer to that before using the examples provided.
Jane Mellor
jmellor@ciot.org.uk

Transfers of going concerns
– securing greater certainty
for taxpayers after Intelligent
Management Services Limited
case
INDIRECT TAX

The CIOT (and others) write to HMRC to clarify the position
regarding transfers of going concerns for taxpayers following
recent changes in guidance and the Intelligent Management
Services Limited case
For many businesses, the transfer of a going concern (TOGC)
will be an exceptional and high value transaction and securing the
VAT free position for both seller and buyer is imperative.
The CIOT, ATT and ICAEW wrote a joint submission (www.
tax.org.uk/ref109) to HMRC in 2016 in respect of improving
certainty for all parties involved in transfers of going concerns.
Following ongoing correspondence and discussion, HMRC invited
representatives from the CIOT, ATT and ICEAW to meet to discuss
providing greater confidence to taxpayers for the VAT treatment.

Taxpayers’ requests for rulings on TOGCs

It was interesting to hear from HMRC that there have been
relatively few requests for clearances on TOGCs, having only
received 48 requests in 2017/18. Of these requests, HMRC issued
rulings on 12. With such a low number of requests, it appeared to
HMRC that this was not a large problem.
Views were presented that taxpayers and advisers do have
difficulties being certain on the VAT position for TOGCs, and we
had experienced perceptions from members that it would be
difficult to obtain a ruling for the following reasons:
zz
Likelihood the request would be rejected – the above statistics
appeared to support a higher than expected rejection rate. HMRC
confirmed that it will undertake a review of the reasons why the
clearance requests for TOGCs were rejected and provide feedback.
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zz
Lack of understanding of an ‘unusual aspect’ of a transaction:

for a small or medium business, it would be common for a
TOGC to be an exceptional transaction. There is a difference in
what HMRC considers unusual compared to the understanding
of a taxpayer or even its adviser.
zz
Time-consuming process: many TOGCs will have a firm
completion date and the perception that a ruling could take
several weeks or months to obtain would often be too late.
zz
Cost: Where a taxpayer has engaged professional advice, a
ruling request would add to the costs of the TOGC, particularly
if there was a risk of entering into additional correspondence
coupled with a high risk of rejection.

Guidance

The above discussion led on to the requirement for clear and up
to date guidance. At the time of the meeting, there were pages
in VAT manuals (https://tinyurl.com/y7hnwht6) that superseded
paragraphs of public notice 700/9, and taxpayers would not
necessarily know that this was the case unless advised. HMRC
confirmed that updates to public notice 700/9 (https://tinyurl.
com/nt24drk) have been completed in draft and it is anticipated
that they will be published in summer.
The CIOT has a separate ongoing project looking at errors
in guidance so please do forward any that you are aware of to
technical@ciot.org.uk

Other matters

The CIOT is working on a separate submission to HMRC
highlighting uncertainties in TOGCs arising from the Upper Tier
decision in Intelligent Managed Service Limited ([2015] UKUT 0341)
and looking at uncertainties when comparing the rules for TOGCs
to the rules in the International Financial Reporting Standards
relating to transferring business or assets. HMRC asked if we could
also include specific taxpayer experiences so please forward any
examples to technical@ciot.org.uk.
Jayne Simpson
jsimpson@ciot.org.uk

Scotland update: consultations
on Land and Buildings
Transaction Tax Group Relief
and draft regulations in relation
to Social Security appeals
GENERAL FEATURE

PERSONAL TAX
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The CIOT submitted a response to the Scottish government’s
consultation on an amendment to Land and Buildings
Transaction Tax group relief. LITRG responded to the Scottish
government’s consultation on draft regulations making provision
in relation to Social Security appeals, in particular the draft rules
of procedure.

Land and Buildings Transaction Tax Group Relief

Land and Buildings Transaction Tax (LBTT) is a tax fully devolved
to the Scottish Parliament, having been introduced under the
Land and Buildings Transaction Tax (Scotland) Act 2013 (the 2013
Act) with effect from 1 April 2015 to replace Stamp Duty Land
Tax (SDLT) on transactions in land situated in Scotland. Schedule
10 of the 2013 Act provides for group relief from LBTT for land
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transactions between companies within a group, on the basis that
there is no overall change in economic interest or benefit.
On 8 August 2017, the CIOT wrote to the Scottish government
requesting clarification about the availability of group relief where
there is a land transaction within a corporate group structure and
there is a relevant extant share pledge or analogous arrangement
in place. There has been significant uncertainty around this issue
since the introduction of LBTT, as Schedule 10 of the 2013 Act
omits provisions equivalent to those found in paragraph 2B,
Schedule 7 of Finance Act 2003. In our letter, we suggested that,
if the original policy intent was to replicate the substantive terms
of the SDLT group relief, then primary legislation ought to be
introduced to amend the 2013 Act with retrospective effect.
The Scottish government subsequently signalled its intent to
make it clear that group relief will be available where there is a
land transaction within a corporate group structure and there is a
relevant extant share pledge or analogous arrangement in place.
The consultation sought views on a draft Scottish Statutory
Instrument that is required to amend the group relief provisions
contained in the 2013 Act.
Our response welcomed the introduction of legislation to
ensure that group relief is available for future transactions.
The use of secondary legislation means that the provisions will
not have retrospective effect, however, which we noted was
unhelpful. While we welcomed the certainty that will arise once
the secondary legislation is in place, this does not assist with the
uncertainty that there has been in relation to group relief and
share pledges since the introduction of LBTT on 1 April 2015.
Our response set out a number of areas where we thought
amendments were required to the draft instrument, to ensure that
it achieves the desired outcome, and also to ensure that it aligned
appropriately with Scots law and practices.
The CIOT submission is available on the CIOT website at www.
tax.org.uk/ref456

Draft regulations in relation to Social Security appeals

The Tribunals (Scotland) Act 2014 created a new framework for
tribunals in Scotland and brought existing tribunal jurisdictions
together; it also created two new tribunals, the First-tier
Tribunal for Scotland (FtT) and the Upper Tribunal for Scotland
(UT). The intention is to establish a new chamber of the FtT,
to deal with appeals against determinations of entitlement to
assistance delivered under the Scottish Social Security system.
It is also anticipated that ultimately, appeals in Scotland
against decisions on reserved benefits will be heard by the new
chamber of the FtT.
The consultation dealt with six sets of regulations, designed
to create a new chamber of the FtT – the Social Security
Chamber (SSC) – and make provision for the UT. Much of the
LITRG response focused on the draft rules of procedure.
For the most part, the proposed rules of procedure for the
FtT SSC and the UT draw on the current rules for the UK FtT
Social Entitlement Chamber and UT. On the whole, we welcome
this approach. There are areas, however, where we think
improvements could be made, and we drew attention to those
areas in our response.
We set out some important principles to keep in mind
in relation to the tribunals, including the importance of the
tribunals being independent – both in fact and appearance –
from the Scottish Social Security agency; the tribunal system
being accessible to all; appellants being fully advised of their
appeal rights and being provided with adequate and neutral
guidance on tribunal procedures.
We also noted that effective case management is key, and
in this regard we welcomed the explicit provision in the rules
for the FtT and UT to have regard to the Scottish Social Security
Charter.
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The LITRG submission is available on the LITRG website at
https://tinyurl.com/y8r492po.
Joanne Walker
jwalker@litrg.org.uk

Welsh Revenue Authority’s
Charter
GENERAL FEATURE

The Welsh Revenue Authority (WRA) recently published
its Charter of Standards and Values (https://tinyurl.com/
y9k3mho4) and their Corporate Plan for 2018-19 (https://
tinyurl.com/y6wdvz5q). The Charter was subject to a
consultation which the Low Incomes Tax Reform Group
(LITRG) responded to (see LITRG’s response at https://
tinyurl.com/y7u7perl).
Although the first taxes to be devolved from April
2018 are not taxes within LITRG’s sphere of interest (Land
Transaction Tax and Landfills Disposal Tax), we responded to
the consultation as it is important to continue to work with
the WRA to develop their Charter especially as more taxes
will be devolved which may affect low-income households,
such as the partial devolution of income tax.
The WRA’s Charter differs from HMRC’s and Revenue
Scotland’s charters as it has been designed to show ‘shared
standards, values and behaviours’ instead of distinguishing
between the responsibilities of the taxpayer and that of
the WRA, which understandably can be very different. We
raised this concern in our response and we are pleased that
it is planned that the Charter will be expanded to link to

examples which will highlight the different responsibilities
of the WRA and the taxpayer. LITRG have offered to help the
WRA develop these examples over the next few months.
The approach the WRA has taken regarding the
development of this Charter is very encouraging: the WRA
have tried to engage with many different groups of people
and organisations, have taken on board feedback regarding
the Charter and discussed the changes since the original draft.
The ATT, CIOT and LITRG have had regular discussions with
the WRA during and following the Charter consultation and
have found the WRA open to suggestions about the Charter
and keen to work with interested parties to develop it further.
You can register an interest in this on the WRA’s website
(https://tinyurl.com/y9k3mho4).
It is reassuring that the WRA have taken on board a
number of suggestions that LITRG proposed as part of our
consultation response.
For example, we suggested that the Charter be amended
to reduce the emphasis on only using digital services and
acknowledge that there will be some people who will have to
use alternative methods when dealing with the WRA because
of age, or disability, or lack of broadband services, or any
other reason. Other recommendations which have been
implemented include explaining that all parties (including
agents and taxpayers’ representatives) can use the Charter
and that taxpayers should take ‘reasonable care’ to avoid
mistakes.
LITRG will continue to work with the WRA to help
develop the Charter and any guidance which will be used by
unrepresented low-income taxpayers. We welcome that the
WRA is encouraging feedback on the Charter to see how it can
be improved and to measure how successful it is.
Claire Thackaberry
cthackaberry@litrg.org.uk

Recent submissions

Further information

Date sent

CIOT
LBTT Group Relief

www.tax.org.uk/ref456

13/04/2018

House of Lords Constitution Committee inquiry into the legislative process

www.tax.org.uk/ref438

16/04/2018

Financing growth in innovative firms: Enterprise Investment Scheme knowledge- www.tax.org.uk/ref446
intensive fund

10/05/2018

Extension of offshore time limits

www.tax.org.uk/ref432

11/05/2018

Review of the corporate intangible fixed assets regime

www.tax.org.uk/ref431

11/05/2018

Allowing Entrepreneurs’ Relief on gains made before dilution

www.tax.org.uk/ref447

11/05/2018

EU proposal for a digital services tax

www.tax.org.uk/ref471

16/05/2018

EU recommendation relating to corporate taxation of a significant digital
presence

www.tax.org.uk/ref472

16/05/2018

Review of the corporate intangible fixed assets regime

www.att.org.uk/ref289

16/04/2018

Allowing Entrepreneurs’ Relief on gains made before dilution

www.att.org.uk/ref296

11/05/2018

Extension of offshore time limits

www.att.org.uk/ref290

14/05/2018

ATT

LITRG
Tribunal (Scotland) Act 2014: Consultation on Draft Regulations making provision https://tinyurl.com/y8r492po
in relation to social security appeals

10/04/2018

Extension of offshore time limits

11/11/2018
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CIOT/ATT

Cracking
networking,
Merseyside

Cheese tasting with
Merseyside Branch

EVENT

As a tax adviser, one acquires
all sorts of knowledge, not all
of it to be found within the

pages of the Taxes Acts. The
truth of this can be attested
to by members on Merseyside
who attended our most
recent networking event, an

CIOT/ATT

The purpose of
undergraduate education

evening of cheese tasting
in April 2018. Gathering
together at Spanish and
Catalan restaurant, Lunya,
in Liverpool One, we were
presented with a selection
of 12 different cheeses to
sample, washed down with
some Spanish wine.
We learnt about manchego
cheese, made from the milk

of sheep and how Torta del
Cesar is a creamy cheese,
traditionally eaten out from
the centre. We also saw
how smoked cheese from
Minorca can be successfully
paired with Haribo (yes, that
is apparently a thing) and
how sweet sherry can help
those who have an aversion
to blue cheese (well, up to
a point). Last, but not least,
we discovered how cabrales,
one of the more potent blue
cheeses, is the product of
long maturation in deep
Spanish caves. Sad to say, a
number of the attendees,
your correspondent
included, felt it was best left
down there.
All in all, it was a very
enjoyable evening and your
Branch looks forward to
seeing you at future CPD
and networking events
during the 2018/19 season.
The Merseyside Branch – we
like a nice bit of networking
and we like a nice bit of
cheese.

CIOT/ATT

SURVEY

Dear my fellow tax professionals,
I am undertaking a research project looking into the future
direction of undergraduate tax education in the UK. Having
collected some initial data which compares the existing
pedagogic practices, the purpose of this questionnaire is to
gather your views as a key stakeholder group of tax education.
The outcome of this study could be of vital importance
and encouragement to the academic community for pursuing
research and exploring fresh ways to improve the effectiveness
and extent of UK undergraduate tax education. Internationally,
it may not only present a background for comparative research.
More importantly, in view of the growing concerns over tax
avoidance internationally, the results could be useful for tax
authorities and Ministries of Education to establish a tailored
tax education programme aimed at the next generation of
taxpayers.
This research is intended only for academic purposes so
your ideas and comments are highly honoured and will be kept
confidential. The questionnaire should take no more than 5-10
minutes to complete and can be accessed via the following link:
http://viis.abdn.ac.uk/snapwebhost/s.asp?k=150412650102
Your participation and frank response to this short
questionnaire is of paramount importance to the success of
my study. If you have any questions or concerns regarding
either the questionnaire or the study, please do not hesitate to
contact me.
Thank you in advance for your participation!
Angelai Fong MA ATT FCCA
E-mail: r01hyaf@abdn.ac.uk
Mobile: 07988807069
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David Maslen (November 2017 CTA branch prize winner), Julie Butler (speaker) and
Hannah Terry (May 2017 CTA branch prize winner)

Somerset and Dorset
Branch – Prize winners
EVENT

Two Branch prize winners attended the Somerset & Dorset
Branch ‘Agricultural Update’ seminar to receive their framed
certificates and a £50 Amazon voucher each from the Branch.
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CIOT/ATT

John Preston (CIOT President),
The Hon Lord Tyre CBE and
Graham Batt y (ATT President)

More than 120 guests
attended the luncheon at the
Signet Library in Edinburgh

CIOT/ATT Joint
Presidents’ Luncheon
MEMBERS

Edinburgh’s Signet Library was
once again host to the CIOT/
ATT annual Joint Presidents’
Luncheon in Scotland, which
took place a little later than
usual after the March winter
snowstorms had forced the
cancellation of the original
date.
CIOT President John Preston
and ATT President Graham
Batt y welcomed more than 120
guests from the fields of tax,
law, politics and civic Scotland

to the event on 1 May, which
was addressed this year by
guest speaker The Hon Lord
Tyre CBE, a judge in the Court
of Session, the supreme civil
court of Scotland.
Lord Tyre provided those in
attendance with a thoughtful
recollection of his career in
Scotland’s justice system, along
with his thoughts on a range
of topical tax issues. He also
referenced the important role
played by the CIOT and ATT
in ensuring that stakeholders’
views are represented.

Guests at the event included
several prominent Scottish
politicians, a reflection of
the increasing prominence of
taxation within Scottish civic
and political debate.
John Preston described
it as a ‘pivotal moment’ for
Scottish taxation. With the
country’s taxes on a seemingly
increasingly divergent path
from the rest of the UK, the
CIOT and ATT stand well placed
to provide both the profession
and policy makers with
‘independent, impartial and

constructive’ contributions
to the debate around
Scotland’s changing fiscal
landscape, he told diners.
The luncheon is an
important and popular
milestone in the CIOT and
ATT’s annual calendar
of events in Scotland.
Preparations are now well
underway for the annual
CIOT/ATT Scotland Branch
Conference, which will
take place at the Dunblane
Hydro on 2–3 November
2018.

ATT

MEMBERS

ATT President, Graham Batt y, welcomed 67 new members and their guests to the ATT Admission Ceremony which
was held in the Cholmondeley Room at the House of Lords. Lord Palmer of Childs Hill graciously hosted the evening.
New members had the opportunity to meet the Officers, members of Council and representatives from the
Professional Staff.
The evening finished with guided tours of both Houses of Parliament.

ATT President, Graham Batt y, with the new members
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My journey as an ATT apprentice
CAREERS

Jake Cross, ATT Apprentice,
considers the ways in which
becoming an apprentice has
benefited his career.
Joining the workplace as an
18-year-old straight from school
can be a daunting task, but it’s
the career path that I and many
others have taken.
I joined RSM as a ‘Tax
Assistant’ on the firm’s school
leaver programme in August
2015. I decided that by taking
this route, I would get to
where I wanted to be quicker
than by going to university.
I was inspired by hearing
family and friends and their
routes into the professional
services profession, and this
made me focus on earning
a training contract with a
highly reputable firm where
I knew that I could progress.
That effectively ruled out the
choice of further education at
university for me and made me
work hard to ensure I secured a
job as a trainee tax adviser.

Jake Cross

Since accepting my training
contract, I haven’t looked back
and every day I am learning
something new. When applying
for interviews and assessment
days, I had non-existent
knowledge of tax. Nearly three
years after joining RSM and two
years of studying for my ATT
qualification, my tax know-how
has certainly increased due
to the level of training offered
on the job; the amount of
exposure to a variety of work;
and, the completion of my ATT
qualification. Being surrounded
by a team specialising in different
areas of tax and having varied tax
knowledge has been vital in my

development as I have been able
to learn from them on the job,
but studying has been equally
as important for my progress. It
has laid a foundation to build my
theoretical knowledge of income
tax, corporation tax, VAT and
other business taxes. By applying
this theory-based learning in
practice, it has helped me to see
the practicalities of the content
learnt whilst studying. At the
same time that I joined the
firm, there was also a university
graduate which also joined the
tax team. Largely, our roles and
responsibilities are the same
with the only real difference
being that we are on different
study routes.
When I first joined, I was
exposed to all kinds of working,
including the preparation of
self-assessment returns for
individuals and also VAT returns.
This variety of work helped
me to understand the various
aspects of the tax system.
Now, I primarily work within
the Corporate Tax department
within our Birmingham

office. Most of my day-today responsibilities consist of
preparation of corporation
tax returns for our clients, first
review of the newest members
of the team’s work, preparation
of tax returns for not-forprofit clients and dealing with
administrative matters such
as engagement letters, client
acceptance procedures, money
laundering and identity checks.
Other tasks I am involved in
are: requesting certificates of
residence for our clients with
overseas operations, preparing
and calculating research
and development claims,
communication with HMRC and
also clearance applications on
share sales.
I have enjoyed my experience
so far as a young tax professional
and now that I have completed
my ATT qualification, I am
looking forward to furthering
my development by studying
towards my CTA examinations.
I am learning every day and I
am constantly being given the
opportunity to work on new
projects. I am currently on track
to becoming a fully qualified
tax adviser by the age of 24,
which is potentially a year or two
quicker than by going down the
university path.

ATT

Association of Taxation Technicians:
Notice of Annual General Meeting
AGM

The Annual General
Meeting of the Association
of Taxation Technicians
will be held on Thursday
5 July 2018, at 1400, in
the Westminster Suite,
Broadway House, Tothill
Street, London SW1H 9NQ.
Electoral Reform Services
(ERS) have been appointed
as scrutineers for the
ATT AGM 2018. Access to
the AGM Notice, Annual
Report and Accounts and
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information regarding those
standing for election to
Council will be provided
through links in an email
sent to Association
members by ERS in June.
The ERS proxy voting site
will also be accessible via a
link in that email.
If you prefer to
receive a hard copy of
the proxy form, please
email Customerservices@
electoralreform.co.uk
or telephone 020 8889
9203 and a form will be

sent to you with a reply
paid envelope. You have
until 3 July 2018 to return

the form. A copy of the
AGM Notice and Annual
Report and Accounts will
also be available on the
Association’s website (www.
att.org.uk) from mid-May.
Please note that we are
no longer sending hard
copies of the proxy voting
form to all members with
Tax Adviser magazine.

CIOT

Fellows’ Dinner
EVENT

The Fellows’ dinner will take place at Innholders’ Hall
on Thursday 12 July 2018. Please visit www.tax.org.uk/
fellowsdinner2018 or contact Lisa Drakley at events@ciot.org.
uk to sign up for this popular and prestigious event.
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ATT

ATT joins TaxAssist for their 2018 Annual Conference

A black tie gala evening rounded off the conference, and included
entertainment provided by former Britain’s Got Talent winners ‘Diversity’.

EVENT

On Saturday, 21 April, ATT
proudly exhibited at TaxAssist
Accountants’ 2018 Annual
Conference. Over 520 TaxAssist
franchisees, partners and staff
helped make the event its most
successful to date.
Hosted at Celtic Manor,
near Newport in Wales, the day
started with a busy exhibition
where ATT took the opportunity
to talk to TaxAssist members
about the benefits of the ATT

qualification and membership,
Foundation Qualifications and
the Tax Pathway.
Conference attendees
were interested to learn
more about the qualifications
on offer and to find out how
the ATT qualifications would
enhance their tax knowledge.
A black tie gala evening
rounded off the conference,
and included entertainment
provided by former
Britain’s Got Talent winners
‘Diversity’.

Rebecca Fuller and Jane Ashton

ADIT

ADIT at IFA Seoul 2018
EVENT

The ADIT team are delighted
to report that we will once
again be exhibiting the
ADIT qualification at the
International Fiscal Association
(IFA) Annual Congress, which
this year will be held in Seoul,
South Korea, from 2 to 6
September 2018.
We have become a fixture
at IFA events around the world
since 2010, and the Annual
Congress is regarded as one of
the most important gatherings
of leading practitioners,
decision-makers and thought
leaders in the international tax

calendar, with representatives
from governments, the legal and
accounting sectors, industry and
academia.
IFA Seoul 2018 will be the
71st IFA Annual Congress, and
will attract attendees from the
Asia-Pacific region and around
the world, creating a valuable
opportunity to promote ADIT
to audiences across Asia and
foster an increased level of
awareness of ADIT’s benefits for
international tax practitioners
in Korea, China and other key
markets.
Members of the ADIT
Committee and Academic Board
will also be in attendance, and
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the ADIT exhibition is
again expected to feature
‘meet and greet’ sessions
with leading international tax
academics.
We invite all CIOT Members,
ADIT Affiliates and students,
and other Tax Adviser readers
who plan to attend, or whose
firms will be represented at
the Congress, to visit the ADIT

exhibition stand at IFA Seoul
2018, or to encourage your
colleagues to talk to us and
discover how they may benefit
from ADIT certification.
For more information about
ADIT, visit www.adit.org.uk.
Further details about IFA Seoul
2018 can be found at www.
ifaseoul2018.com.
See you in Korea!

The 2018 IFA Annual Congress will take place in Seoul
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BRIEFINGS
ADIT

ADIT successes celebrated in Romania

CIOT President John Preston and guests at the Reception

EVENT

Members of Romania’s
growing international tax
community, including ADIT
students and graduates, were
welcomed to a special ‘Meet
the CIOT President’ reception
in Bucharest on the evening of
Wednesday 18 April.
The evening, which included
an address from the President of
the Institute, John Preston, was a
celebration of the achievements
of practitioners from many of
Romanian’s leading employers

of international tax specialists.
As well as meeting John and
other CIOT representatives,
the assembled guests were
able to network with fellow tax
professionals over drinks and
canapés.
More than 250 tax
professionals in Romania
have pursued ADIT since the
qualification launched in 2003,
and three new ADIT graduates
from the most recent exam
session were able to collect
their certificates in person at
the Reception: Marius Costea

Nadia Oanea receives
her ADIT certificate

from KPMG, Silviu Savu from
EY and Nadia Oanea from
Grant Thornton, who was also
awarded the CCH Prize for
the highest marks in the ADIT
Transfer Pricing exam in the
December 2014 sitting.
The Reception proved to be
very enjoyable, and provided an
opportunity to hear the views of
past and present ADIT students
on a number of current ADIT and
international tax developments.
While in Bucharest, John also
participated in meetings with
ADIT employers alongside our

Director of Education, Rosalind
Baxter and ADIT Examinations
Manager, Rory Clarke, and
discussed how the Institute can
cultivate further success and
opportunities for international tax
professionals and their firms in
Romania through ADIT.
We would like to thank the ADIT
students, graduates, employers
and other stakeholders with whom
we conversed during our time in
Bucharest, for their hospitality
and valuable contribution to the
continued success of ADIT across
Romania and the region.

Members’
Support Service
• The Members’ Support Service aims to help those with work-related personal
problems
• An independent, sympathetic fellow practitioner will listen in the strictest
conﬁdence and give support
• The service is available to any member of the CIOT and ATT
• There is no charge for this service

To be put in touch with a member of the
Support Service please telephone 0845 744 6611
and quote ‘Members’ Support Service’
50
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TAX CHARITIES

News from Bridge the Gap
UPDATE

Alison Lovejoy brings us news of
the two tax charities

People, people, people

Tax Aid is 25 years old and Tax
Help for Older People is 17
years old! Between them they
have helped over a quarter of a
million people. Wow!
I therefore thought it
interesting with so many
people’s lives changed by
the Tax Charities to look at
the people who have made
this possible and how people
are still helping today. Their
initiatives are an inspiration
to all and hopefully will
encourage my readers to
become more involved.

TaxAid

Way back in the 1980s David
Brodie was volunteering at
the Mary Ward Centre in
Central London which advised
people who had problems
with the then Inland Revenue.
This made him aware of the
problems facing those on low
incomes and the pressing need
there was to help these people.
His contacts at the Citizens
Advice Bureaux confirmed
there was a pressing need for
this resource – as it there still
is today. His vision was that
no one should be required to
pay a bill which they could not

understand. TaxAid would help
individuals who couldn’t afford
a professional with advice –
and this also continues to be
the case.
Along with help and
encouragement from family
and friends, he set up his
small office in Kilburn, an
article was published in the
Guardian in December 1992
and the phone began to ring!
The bulk of the advice would
be given by volunteer tax
professionals and David had
the help of the best at the
time, especially from Chris
Lee, Barry Kernon and John
Clarke, and TaxAid continues to
attract the best. David’s main
job was to publicise TaxAid
and pull in support in cash and
kind. This continued over the
next eight years until Rosina
Pullman took over this task and
linked up with big firms inside
and outside London, offered
client meetings across England
and increased funding which
enabled TaxAid to grow from a
(very overstretched) technical
team of two to the seven
currently headed by Valerie
Boggs. Rosina’s 16 years at
TaxAid was recognised with a
Lifetime achievement Award at
the Taxation Awards in 2016.

Tax Help for Older People
In 1998, John Andrews set up
the CIOT’s Low Income Tax

Reform Group (LITRG) which
helped unrepresented people
and specially identified older
people. Paddy Millard was (and
still is) a volunteer for LITRG
at the time and launched Tax
Help for Older People (TOP) in
2001. With the help of Sarah
Ashby in the office arranging
client appointments, Paddy
rushed around the UK, training
volunteers and chivvying Age
Concerns, CABx and others
into cooperating. He eventually
obtained both Lottery and Help
the Aged cash to pay Carol
Pavely to take over as Head of
Office. Paddy remained with
TOP until 2011 when Graham
Sherbourne took over as CEO
and then Gary Milner became
CEO in 2016. Paddy remains a
volunteer. The LITRG continues
with its work under the
guidance of Robin Williamson
under the Chairmanship of
Anne Fairpo, who succeeded
Anthony Thomas last year.
Things are very different
now in comparison to the
‘pioneering’ beginnings
discussed above. Future
articles will bring you news of
how they are run now.

Bridge the Gap

In 2015, with help from the
CIOT, the two charities came
together to launch Bridge the
Gap and subsequently Gary
Milner became CEO of both

charities. There have been
various reports on big events,
especially an ‘Evening with
Lord Hodge’ covered by Penny
Hamilton in the April edition
of Tax Adviser. However,
individual initiatives are being
quietly undertaken all the
time and it is hoped that those
reading this will be inspired by
news of these, one of which is
reported below.
Andrew McKenzie-Smart,
President of Chartered
Accountants Croydon, put on
an art auction in the Croydon
Park hotel which I attended.
The money was raised for
Bridge the Gap and ICARE by
auctioning artwork provided
by the Edwinstone Art Group
and stroke patients attending
ICARE. A glass of wine and
refreshments were provided
to those attending who
were warmly welcomed by
Nick Palmer, current ICAEW
President. Dr Janina Ramirez, a
cultural historian, broadcaster
and professor at the University
of Oxford, provided a guide to
the artwork being auctioned.
Her enthusiasm and passion
inspired those present to part
with an amazing £2500 which
was shared out between the
two charities.
More initiatives like this
will appear in future reports
but this example shows
just what can be done to
help. If you would like to do
something for us please get
in contact with gary.millner@
taxvol.org.uk. Nothing will be
too small!

Advertise in the next issue of

Booking deadline:
Friday 15th June
Contact:
advertisingsales@lexisnexis.co.uk
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Branch events

JUN–JUL 2018

Where do you get your CPD?

Does your firm provide your CPD needs? Have you tried a local Branch event before? Would you like the
opportunity to meet with CTAs, ATTs and other professionals in your local network? Why not go along to
a local Branch event. Below we have listed branch events taking place up to 11 July 2018. However, please
visit your local branch website as there may be some events which have been planned since this list was
sent to print. Please note that advance booking is essential for all Branch events.

Birmingham & W Midlands
Tuesday 26 June
Finance Act update 2018
Mark Morton
16.00-19.15

Cumbria & SW Scotland
Thursday 28 June
Tax issues for OMBs
Mark Morton
13.30-17.00

East Anglia

Wednesday 11 July
GDPR
Croydon
18.30-20.00

Suffolk

Tuesday 26 June
Family tax planning Cradle to
Grave joint conference with
Essex Branch
Amanda Fisher
16.00-19.15

Tuesday 19 June
CGT including Entrepreneurs’
Relief
Robert Jamieson
14.00-17.00

Essex

Tuesday 26 June
Family tax planning Cradle to
Grave joint conference with
Suffolk Branch
Amanda Fisher
16.00-19.15

London

Wednesday 20 June
Summer party
18.30-22.00
Monday 25 June
A practical view of Brexit and
tax reform
Anne Fairpo
18.00-19.00

Sheffield

Thursday 21 June
Top 25 errors that
accountants make
Dean Wootten
14.00-17.00
Thursday 28 June
NTP Seminar in a Bar – meet
the client
18.15-19.45

South London & Surrey
Monday 2 July
MTD
Guildford
Ray McCann
18.30-20.00
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Recruitment

To place an advertisement contact:
advertisingsales@lexisnexis.co.uk

City Career, Cotswold Lifestyle...
Cheltenham’s vibrant cultural scene is worthy of a major city but is alive in this beautiful
spa town. Its annual festivals, world class horse racing venue, exceptional schools
and outstanding countryside surely make Cheltenham one of the most attractive
towns in the UK to live and work.
A UK Top 30 independent ﬁrm with over 300 staff in two
ofﬁces, Hazlewoods is a strong regional accountancy
practice with a national and international reach.
If you are looking for a challenge, great career opportunities,
fabulous clients and an exciting social scene, then working with
us could be the right career move for you. We are proud to
support a varied portfolio of clients across a range of sectors.

www.hazlewoods.co.uk @Hazlewoods

We have a variety of tax vacancies at Manager,
Senior Manager and Director level.
Please get in touch for more information.
Please contact:
Anne Mills FCA on 07801 386646
am@annemillsrecruitment.co.uk
for an initial discussion.

ACCOUNTANCY - TAX - AUDIT - ADVISORY

Find your next promotion
Upload your cv and depend on us to find
your next taxation role

Go to www.taxation-jobs.co.uk
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MEET YOUR ADVISERS
GEORGIANA HEAD

ALISON TAIT

Director

Director

Tel: 0113 280 6766
Mob: 07957 842 402

Tel: 0113 280 6764
Mob: 07971627 304

goergiana@ghrtax.com

alison@ghrtax.com

Trust Manager or Senior Manager
Leeds – To £55,000

Private Client Advisory Senior Manager
Harrogate – To £65,000

Interesting role in a well regarded law ﬁrm in Leeds. They
seek a trust specialist to run a complex portfolio of trust
cases and HNW individuals. You will work alongside the
partners and will help manage the team. This role would suit
someone who is CTA or STEP qualiﬁed and enjoys advisory
work, but who also has a core grounding in trust accounts,
trust tax and trust admin. Great ﬁrm with brilliant clients.
Call Georgiana Ref: 2590

This highly regarded ﬁrm is looking for a CTA/ACA qualiﬁed
private client advisory senior manager to undertake a
project based role. The work undertaken by the team is
varied, although this role will have a bias towards transaction
work with a focus on advising shareholders and directors of
local OMBs. You must therefore have experience of leading
projects of this nature, ideally from a large or mid tier ﬁrm.
Call Georgiana Ref: 2648

Corporate Tax Specialist
Wakeﬁeld – £excellent

Employment Taxes Advisor
Newcastle Upon Tyne – £excellent

Our client is an independent accountancy ﬁrm based in
Wakeﬁeld. They seek a qualiﬁed corporate tax specialist
(ATT, ACA, CTA or ICAS or equivalent) to manage a portfolio
of both compliance and advisory matters for clients from a
wide range of industry sectors. This role has plenty of scope
for development, and there is clear scope for promotion to
manager. This ﬁrm would also consider a more experienced
person who is perhaps looking for a part time role or ﬂexible
working. A really nice local opportunity in a long established,
well regarded practice. Call Georgiana Ref: 2627

An unusual opportunity for an employment tax advisor to
work outside of the Big 4 in Newcastle. Ideally, you will be
ATT or CIPD qualiﬁed, with some experience of PAYE and
employment taxes. In this role, you will gain experience of
a wide range of employment tax advisory projects such
as status reviews, national minimum wage guidance, due
diligence on transactions, as well as compliance support
such as P11Ds, PAYE settlement agreements etc. Could suit
someone from HMRC looking for a move into practice. Would
consider someone on a 4 day week. Call Georgiana Ref: 2620

In-House Corporate Tax Compliance
Manager – Manchester – To £60,000

In-house UK Tax Compliance Manager
Midlands – £50,000 to £60,000 + beneﬁts

This international group seeks a qualiﬁed corporate tax
specialist for an initial 6 month contract to primarily help
with corporate tax compliance and reporting. Work includes
assisting with the year-end consolidation process, reviewing
tax disclosures, making claims and elections and dealing with
the group payment arrangement. Ideally, you will have large
group corporate tax experience, have used “One Source” and
strong Excel skills. Any Transfer Pricing experience would be
advantageous. Call Georgiana Ref: 2645

An experienced corporate tax manager is sought by international
group to manage UK compliance and reporting. It is likely that
you will be ACA or ICAS qualiﬁed – potentially with CTA too. Full
or part time considered, and the role could be based either just
south of Birmingham or near Derby. Some experience of indirect
tax reporting would also be an advantage. You will also get
involved in R&D work and capital allowances, as well as dealing
with a wide range of queries from the business. You may already
have experience of working in-house. Call Georgiana Ref: 2625

www.georgianaheadrecruitment.com

Tax Advisory Consultant
North Leeds – £excellent

Corporate Tax Associate (Law Firm)
Guildford – To £55,000 + beneﬁts

The work at this tax planning consultancy is varied, and projects
undertaken include transactional tax, succession planning for
businesses, sale/exit planning, property tax planning and
advising directors and HNW individuals on tax eﬃcient ways
of managing their income and business tax aﬀairs. There is the
very genuine opportunity for the right candidate to take over
the business in the future. You will ideally be CTA/ACA/ICAS/
ACCA qualiﬁed, with experience of working in a tax advisory
role in a practice environment. Call Alison Ref: 2639

Great quality work, no City commute! The work is varied, including
corporate ﬁnance support, advising on corporate reconstruction,
investigations and enquiries, asset ﬁnance support, employee
related tax advice, tax advice to owner-managed businesses,
partnership tax and environmental taxes. Experience in all these
areas is not required, and you will receive on-the-job training. You
should be a qualiﬁed solicitor, and an existing CTA qualiﬁcation
and a specialism within the wider corporate tax environment
would be advantageous. Call Alison Ref: 2642

Tax Investigations Manager
Manchester – To £50,000 + beneﬁts

In-House Tax Accountant
Sheﬃeld – To £50,000 + beneﬁts

You will be involved in a range of work including Code 8, Code
9, defence of tax planning and advising clients with full and
aspect enquiries. It is likely that you will either be CTA qualiﬁed
or a former Inspector of Taxes. You will need a good working
knowledge of HM Revenue & Customs tax regulations and
procedures, including some knowledge of SI/CIF civil and
prosecution work. You will also be expected to undertake
some business development work and thereby contribute to
further growth of this successful team. Call Alison Ref: 2640

Fantastic role for a corporate or mixed tax specialist wanting
exposure to international tax issues. This international
company is looking for a CTA/ACA/ICAS/ACCA qualiﬁed tax
professional to manage a portfolio of subsidiaries in Europe,
Russia and the Ukraine. You will review the tax returns prepared
by the entities, and take responsibility for the tax accounting.
You will also assist with transfer pricing and project work.
International tax experience is not a prerequisite, however you
must have a genuine interest in this area. Call Alison Ref: 2641

International Tax Consultant
Leeds – To £52,000 + beneﬁts
You should be an ACA/CTA qualiﬁed corporate tax specialist
who has already had exposure to international tax issues such
as international restructuring and transfer pricing. You will be
responsible for the day-to-day management of your portfolio
and will deliver UK corporation tax advice covering both
compliance and advisory issues. This is a fantastic opportunity
to undertake technically challenging work with some of the
region’s most prestigious clients. Call Alison Ref: 2624

Indirect Tax Manager or Senior Manager
Nottingham – To £70,000 + beneﬁts
Working as part of the Midlands team you will provide advice
and support in all aspects of indirect tax (VAT, customs duty,
green taxes) to a broad range of business sectors including
large multi-nationals, household name retailers and public
sector organisations. Work undertaken will include pure advisory
projects, compliance reviews, due diligence and the preparation
of reclaims to HMRC. You should be ACA/CTA/ICAS qualiﬁed,
with a minimum of 5 years experience. Call Alison Ref: 2647

YOUR TAXATION RECRUITMENT SPECIALISTS

Private Client Tax Director
Manchester
£Excellent + Bens

Personal Tax Senior Manager
Harrogate
£Excellent + Bens

One of Manchester’s top-tier accountancy firms is keen to
recruit a CTA Private Client Tax Director for their highprofile team. The client base is HNW entrepreneurial
wealth with some UK res non doms. A pure advisory role
providing CGT, IHT and structuring advice. Potential
to get involved with transaction-related work. A strategic
hire offering genuine scope to progress. Ref 4666

An opportunity to join one of the region’s premier
Private Client teams and to undertake top quality income
and capital taxes planning work for a sterling client base
of entrepreneurs, family offices, PE clients and older
landed wealth. The CTA qualification and experience of
advising on shareholder planning issues, trusts, the SRT
and FICs, would be particularly valued. Ref 4668

Non Dom Advisory Senior Tax Manager
Guildford
£65,000 – £75,000

Senior Tax Manager – Flexi Work
Esher
£Excellent + Bens

Advise a top-quality London and international Private
Client base of UHNWIs, without the trek into London.
This pure advisory role is with a prominent accountancy
firm and includes CGT/IHT advice to non doms,
remittance planning, offshore structuring, FICs and transfer
of assets abroad. Clients are entrepreneurial in nature with
multi-jurisdictional wealth. CTA essential. Ref 4670

This growing team specialises in personal tax work for
HNW UK res non doms. They are keen to appoint
a CTA Senior Manager with extensive experience of
CGT, IHT and remittance planning. The office is
paperless and offers the opportunity for someone to
work from home one day a week. Part-time or flexi
working could be accommodated. Ref 4669

Personal Tax Advisory Manager/Senior Manager
Bristol
£55,000 – £75,000

Assistant Manager, Personal Tax
London
To £50,000 + Bens

Join the thriving Private Client Tax team of one
of Bristol’s prominent accountancy firms. Advise
entrepreneurial HNWIs on CGT and IHT planning,
domicile, residence and transaction-related private
client work. Get involved with marketing and business
development. The role would suit an experienced CTA
Manager or year one Senior Manager. Ref 4645

Are you CTA qualified and looking to fast-track your
Private Client career? Our client is a Top 20 accountancy
firm that has built a strong reputation for advising HNW
entrepreneurs, non doms and celebrities. Their Private
Client team is growing and keen to appoint a CTA
Assistant Manager. Ongoing support with progression to
Manager and Senior Manager level. Ref 4662

Many of the instructions we receive are on an exclusive
basis. For details of these and other opportunities,
please visit our website or contact:
E: michaelhowells@howellsconsulting.co.uk
T: (020) 7408 9474

www.howellsconsulting.co.uk

