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government would announce their

budget plans on 31 October. As we all
know, that date was pushed back to
17 November when Jeremy Hunt issued his
first Autumn Statement, indicating an
aspiration for stability, growth and an
investment in the public services. With
none of the headline tax rates being
changed, the Chancellor has had to look at
allowances, exemptions and temporary
taxes as a means of raising additional
revenue, whilst indicating that spending
cuts will be required across government
departments (other than defence,
education, and health and social care).

Good tax administration depends both
on its efficiency and on the quality of the
interaction between the public and the tax
department. If HMRC are to address their
current customer service challenges,
as well as deliver an ambitious programme
of technological reform and enhancement,
itis imperative that the department has
the necessary resources. Some (but not all)
of the current customer service issues
are the result of HMRC cutting back on
staffing, assuming that digitalisation
would dramatically reduce telephone and
postal interaction with taxpayers. Those
reductions in demand are yet to happen
because digitalisation has not progressed
as far or as swiftly as anticipated - but the
reduction in supply has.

For HMRC to achieve its objective
of building a trusted modern tax
administration, it needs the resources to
build on the progress already made on the
Personal Tax Account. It also needs the
resources which will enable all the Charter
principles to be translated from words into
experience. We would therefore urge the
government to ensure that HMRC are
adequately resourced so they can fulfil
their task of effectively collecting revenue.

:[n our last column, we said that the
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On the day of the Autumn Statement,
all our technical officers were busy
digesting the information and issuing
press releases which can be found on the
ATT, CIOT and LITRG websites. Following
this, the ATT secured appearances on
Radio 5 Live and Radio Cumbria to explain
to the public what the Autumn Statement
meant for them; and ATT, CIOT and LITRG
were featured in the Financial Times,

The Times and the Telegraph over the
weekend.

The CIOT President Susan Ball was
delighted to launch the new Diploma in
Tax Technology (DITT) at a tax technology
panel debate on 21 November. The
diploma reflects the way in which tax
advice and the demands on tax
professionals have changed immeasurably
over the last two decades - partly because
of technology. The DITT is a welcome and
relevant addition to the learning and
development offering from the CIOT. It
offers learning which is accessible online
through 10 modules, and includes two
routes for consideration depending on the
area of tax digital focus required. You can
read more about the DITT on page 61,
and visit www.tax.org.uk/ditt

For those wanting standalone
qualifications, the ATT also offers
Foundation level qualifications in Personal
Taxation, Business Taxation, VAT
Compliance and Transfer Pricing. These
provide self-directed study, allowing
students to take responsibility for their
own study - and at a time that suits them
because the exams are available online.
There is no need to book; students simply
sit the exams when they are ready. These
are ideal for people who are new in tax
or wish to increase their knowledge in a
particular area. For more information,
visit www.att.org.uk/online-courses-att-
foundation-qualifications

Finally, we would like to thank Paul
Benton and the Sheffield Branch for the
warm welcome they extended to us at their
50th Anniversary dinner. It was lovely to
once again meet in person and we hope to
meet more of you in the New Year.

Best wishes for the Festive season and
the New Year!
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The Autumn Statement
The latest fiscal plan

Bill Dodwell

Approaching the end of 2022, we now have the chance to examine the
repercussions of our fourth ‘budget’ this year.
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Time to charge ahead?

Switching to electric vehicles

Simon Down and Victoria Ternavskaya
The tax system is currently geared to offer a range of financial incentives
intended to increase the take up of electric vehicles. Employers are well
placed to enable and accelerate the switch to electric vehicles.
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p15
Three’s a crowd
The need for structure

Neil Warren

We consider two recent tribunal cases where input tax was
unnecessarily lost by the taxpayers because deals involving three
parties were not properly structured.

18
IpRefocusing R&D
A feeling of relief

David O’Keeffe

The government has proposed a number of changes to the R&D reliefs.
We examine what these changes will entail, and whether they will
impact levels of suspicious activity in the relief sector.
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Taxing construction
Going mainstream

Lee Knight and James Walkerdine

One of the potential pitfalls involved in the Construction Industry
Scheme revolves around the issue of whether a contractoris a
mainstream or deemed contractor.
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p26
Pillars One and Two
Global tax reform

Alison Lobb and Lisa Shipley

Pillar One sets out rules for reallocating profits to market countries; and
Pillar Two introduces global minimum tax rules. We examine the tax
rules that lie behind Pillar One and Pillar Two, and ask where we are now
in the move towards a new global framework.
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pChanges to the alcohol tax

Roll out the barrel

Alan Powell

We examine the changes to the duty structure for alcohol that are to be
introduced by the new Alcohol Duty Bill, as well as the reduced rates for
smaller producers and low alcohol products.

p33

The golden age?
Enterprize zone allowances

Keith Gordon

We revisit the case of Cobalt Data Centre 2 LLP, which looks at the viability
of enterprise zone allowance claims on the basis of a ‘golden contract’.
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%’Vhich way are we headed?
The IR35 hokey cokey

Matt Parfitt

The IR35 rules have always been complex but the back and forth
changes in recent months are unprecedented. We take a look at where
we are now —and how we got here.
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Class 2 NIC changes
Traders on lower profits

Antonia Stokes

Those with profits below the small profits threshold may need to make
voluntary Class 2 NICs to secure a qualifying year. We consider the
practical implications that may arise.
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Separation and divorce
Let no man put asunder

Jon Golding

In cases of separation and divorce of individual parties, a financial
provision order may require detailed capital gains tax analysis
accompanied by computations from an independent tax expert.
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Some things change...

CPD and PII regulations

Jane Mellor

We set out the key changes to CIOT and ATT regulations and guidance
relating to our Continuing Professional Development and Professional
Indemnity Insurance Regulations.
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eflecting on 2022, I think we can all
Ragree that it has been an eventful

year. From the Russian invasion of
Ukraine, through market turmoil from a
fiscal statement and the sad death of the
Queen, so much has happened that has
impacted on all of us in various ways.

Now, more than halfway through my
Presidency, my tenure has experienced
two monarchs, three prime ministers
and four chancellors. It almost sounds
like a seasonal carol. Let’s face it, this
year is one that many of us in tax will
not forget.

But as it draws to a close what has
struck me, more than ever, is how we
interact as a tax family and the
friendships we make along the way. I have
talked before about how I got involved
with the CIOT via the branch network.
Atthe time, this was primarily to
maintain my CPD and to meet and talk
with like-minded people. But it also led
back in 2005/6 to me seeing that a tax
forum had been set up by Paul Tucker to
enable discussion of employment tax
matters by those in professional firms and
also those working in-house - before the
current CIOT committee had been set up.
I gotin touch and joined, and it’s still
going strong.

Our meetings have been held in the
north and south of the country, and I have
made some ‘phone a friend’s and, over
time, several personal friends. It helped
that we all tried not only to attend the
meetings but, where possible, to fitin
dinner. In fact, recently Justine Riccomini
and I jointly presented a CIOT webinar on
employment tax. Justine and I first met as
part of the forum.

As we spend such a large part of our
lives at work, it sometimes feels as if all
we do is wake up, go to work, go home,

eat, sleep and then repeat. So it is
perhaps not a great surprise that we
make some good friends along the way
or even meet future partners!

Last month, I was lucky enough to
go on my first trip to Belfast for the
Northern Ireland branch dinner. After a
whistle stop tour, courtesy of some local
RSM colleagues, I found myself at the
dinner, meeting up with Caroline
Keenan who I worked with at my last
firm. Needless to say, we reminisced on
past times and on attending tax
conferences internationally.

Whilst attending the 23rd Cross
Atlantic & European Tax Symposium in
London in November, I watched people
meeting for the first time and others
reconnecting, all sharing a common
interest and enjoying discussion on tax.
Then, at the ADIT awards ceremony
I had the pleasure of welcoming those
who had completed the full exams to join
atax family of 1,692 ADIT graduates in
86 countries and territories around the
world. They were from every continent,
every major economy and every business
sector. It’s a small world in tax but it’s
getting ever bigger.

This seems like a good time to
mention one of our most exciting
educational initiatives ever, launched
on 21 November, the Diploma in Tax
Technology. We believe it is the first
time that tax professionals can
undertake training in the UK to help
them identify and use the technologies
that are directly applicable to their
working lives. Speaking as someone
who started when computers were not
widely used, this is a fantastic step
forward as increasingly much of what
we do - and indeed what HMRC does
- is digital. Though I do wonder why so
many tax returns are filed on Christmas
Day and whether this happened when
they were all on paper?!

We're almost done now but it would
be remiss of me not refer to the Autumn
Statement, the impact of which we will
continue to experience for many years
to come. I think many are going to need
alittle help from their friends and
family in the years ahead. And on the
imminent closure of the Office of Tax
Simplification, let’s hope that the
government takes on board their report
in July identifying ways to better embed
the principle of simplification in the
general tax policy making process,
including a framework of questions for
officials and ministers to consider when
developing policy.

That just leaves me to offer season’s
greetings to you and your families from
me and from the CIOT family. We are all
looking forward to seeing you in 2023!
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ello, and welcome to the Deputy
HPresident’s page for December.

I am writing this the day after the
Autumn Statement, having thankfully
been given an extension to the print
deadline - so I didn’t have to second guess
what was announced. Having said that,
very few of the announcements came as a
surprise. They have been trailed and
discussed in the press over the past few
days and weeks.

It was a very significant statement of
intent from the government attempting to
draw a clear line between the current
Prime Minister and Chancellor and the
previous holders of those offices. And
although we could have reasonably
predicted what was coming, some of the
numbers around the cumulative effect of
the freezing of thresholds until 2028 in
times of high inflation are quite
eye-watering. When Rishi Sunak first
introduced the freezing of thresholds,
inflation was below 2% and we were living
in very different times. All of the changes
will need to be factored into advice, and
they will eventually flow through to the
compliance process, but yet again it means
more work for ATT members in getting to
grips with the changes. But at least the
process of ensuring that members are up
to date with the rules will satisfy, in part,
the CPD obligations that members have.

And talking of CPD obligations,
as the year comes to a close, subscription
renewals begin to land on the doormat (or
more likely appear in the inbox). Members
will have received their ATT subscription
renewal and included with this is the
reminder to complete the Annual Return.
Itis a requirement for all members to
complete the annual return - part of which
will involve declaring that you have
complied with the CPD obligations. Coming

in the run up to Christmas, particularly in
these difficult economic times, any request
to part with hard earned cash is never
welcome but it is worth reflecting on the
benefits that are provided by virtue of
being an ATT member.

Firstly, there are the tangible benefits
-hard copies of Tolley’s Tax Guide, the
Finance Act Handbook, Whillans’ Tax
Tables and (of course) Tax Adviser, as well
asthe legendary ATT mouse mat with the
tax rates and allowances on. I remember
being part of a Steering Group which voted
to discontinue the mouse mats on the
grounds that nobody used them anymore
and therefore they wouldn't be missed.
How wrong we were! Its removal generated
the biggest post bag we had ever received
with members wondering where their
mouse mat was. As we are an organisation
that listens to its members, they were
rapidly reinstated!

And, of course, we shouldn’t overlook
the extensive Branch Network, not to
mention the intangible benefit of being
amember of a leading professional body
and using the designatory letters ATT.

If, like me, you have been a member of
the ATT for at least 10 years then you may
well have applied for, and been granted,
the status of Fellow. If you have, then I
hope you are enjoying the benefits that
fellowship can offer. Not least, itis a
recognition of your career in tax and your
standing amongst your fellow
professionals, but it is also an opportunity
to participate in the free Fellows webinars
which are an excellent way of keeping up
to date (another tick in the CPD box) and
networking with other members of similar
standing. You will also be joining over
1,600 others who have seen the benefits
and applied to become Fellows - all for
justasmallincrease in the Annual
Subscription. You can also then upgrade
your designatory letters to ATT (Fellow),
and what more could one want at
Christmas!

As we rapidly head towards the end of
the year, it means that the Self-Assessment
deadline is also looming. Given the
pressures that brings, there won’t be an
issue of Tax Adviser in January, so you will
get a break from my ramblings until
February.

And from an educational point of view,
you might remember that I lead the Tolley
Learning business at LexisNexis. As such,
I am very much aware of the hundreds of
students who, as I write, have just finished
sitting their exams. They can now enjoy a
well-deserved break from studying over
Christmas whilst they await their results
in January. I still remember that mix of
emotions and I hope the exams have gone
well and wish them luck for the results.

With best wishes for the festive season
and new year.
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The latest fiscal ™~
plan

Approaching the end of 2022, we now have the
chance to examine the repercussions of our fourth

‘budget’ this year.

by Bill Dodwell

fter the wild exuberance of the

A_i?: September Growth Plan, the

utumn Statement was a rather
more sombre affair. The chancellor had
been clear before the Statement that
personal tax would rise, as would
business tax. The Statement confirmed a
series of tax increases, taking effect over
the next two years.

Energy levies

The biggest tax increases come from the
levies on oil and gas producers and on
electricity generators. The rate of the
Energy Profits Levy (on UK oil and gas
production) increases from 25% to 35%
from 1 January 2023; and the levy period
will be extended from 31 December 2025
to March 2028. The investment allowance
is reduced sharply from 80% to 29%, but
there is a new decarbonisation allowance,
set at 80% for upstream decarbonisation
expenditure.

The Electricity Generator Levy applies
from 1 January 2023 to March 2028 and
will be a new 45% tax on revenues (before
costs) above a pre-crisis price baseline of
£75 per MWh made by certain renewable,
nuclear and biomass electricity
generators. Generation that falls under
the Contracts for Difference regime is
excluded, as are small generators.

The total forecast revenues are
about £41.6 billion from oil and gas and
£14.2 billion from electricity — almost
exactly the cost of the consumer and
business energy support schemes. The

biggest uncertainty relates to energy prices
and whether they stay high enough to pay
the forecast levy but remain low enough
not to necessitate further consumer and
business support. An extension of the
consumer support plan has been
announced, to April 2024. However, there
is no planned business support after the
current plan runs out in April 2023.

Personal taxes

A much-trailed tax increase is the
reduction of the additional rate threshold
from £150,000 to £125,140. This odd
number takes account of the tapered
withdrawal of the personal allowance and
so England and Northern Ireland will
have income tax effective rates of 20%,
40%, 60% and 45%. Those liable to the
high income child benefit charge also
have a much higher effective rate on
earnings between £50,000 and £60,000
(the exact rate depends on how much
child benefit is paid and then withdrawn
by the charge). Scotland will make its
own choices in its December Budget.
Theoretically, Wales also has choices over
income tax rates, but its very limited
devolved flexibility no doubt makes it
likely that it will follow England.

The reduced threshold raises about
£800 million annually. The number of
individuals likely to be affected by
reduction in threshold has not been
released but HMRC'’s latest data estimated
that 678,000 taxpayers in 2022/23 will
have income over £150,000, with a further

902,000 with income between £100,000
and £150,000 (see bit.ly/319BqyF).

The income tax and NI personal
allowance and thresholds will be frozen
at current levels for a further two years, to
April 2028 - which is of course one of the
biggest tax increases, albeit postponed.

The dividend allowance will be cut
from its current £2,000 level to £1,000 for
2023/24 and thereafter to £500 annually.
This initially brings in £450 million, rising
to £900 million a couple of years later. The
published documents do not indicate how
many new taxpayers will be created by
the reduced allowance. HMRC statistics
estimate that about 4.2 million taxpayers
currently have taxable dividend income,
but we do not know how many additional
people will need to file a self assessment
tax return to report dividend income (see
bit.ly/3GCNeDF). The reduced allowance
affects owner-managed companies,
which may be tempted to hold additional
reserves to be realised as a capital gain
when the business closes.

The capital gains tax annual exempt
amount will be cut from £12,300 to £6,000
in 2023/24 and then to £3,000 for 2024/25
and subsequent years. This is estimated to
bring in £275 million in the first year,
rising to £425 million subsequently.

The allowance was covered in the first
capital gains tax report from the Office of
Tax Simplification (see bit.ly/3EWITIN).
The chart opposite shows that at a £6,000
level over 220,000 new taxpayers will
pay capital gains tax and about 140,000
additional taxpayers will need to complete
a self assessment tax return. Those
numbers rise to about 340,000 new
taxpayers and over 200,000 new tax
returns in the following year. The report
also suggested that HMRC should consider
a standalone capital gains tax return to
minimise burdens on taxpayers who need
to report gains. Some individuals may be
unaware that they need to report gains;
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CAPITAL GAINS TAX

Estimates of new individual taxpayers and new taxpayers to self
assessment given reduced Annual Exemption Amount threshold:

2021/22 projection

Number of taxpayers (thousands)

New Annual Exempt Amount Threshold

~o— Total new taxpayers —@- New to self-assessment

Source: HMRC

HMRC will need to consider how to mount
a publicity campaign. It would be helpful
if they encouraged investment managers
and platforms, as well as crypto
exchanges, to publicise the capital gains
requirements to their customers.

To counter possible remittance basis
planning, the Spring Finance Bill 2023
will provide that shares and securities in
anon-UK company acquired in exchange
for securities in a UK close company will
be deemed to be located in the UK. This
will have effect where an individual has
amaterial interest in both the UK and
the non-UK company and where the
share exchange is carried out on or after
17 November 2022.

Stamp duty land tax

One of the big measures in the September
Growth Plan was an immediate £125,000
increase in the threshold at which stamp
duty land tax applies to residential
property, both for first-time buyers and
everyone else. This was intended to be a
permanent change, but the Autumn
Statement will bring this to an end after
31 March 2025. No doubt this will aid
those marketing properties in the
preceding six months; the evidence of
previous stamp duty land tax cuts shows
that they benefit sellers more than buyers,
by supporting higher house prices.

Business rates — and no online
sales tax

The chancellor announced a significant
business rates relief package,
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underpinned by adopting an April 2023
valuation, with transitional relief with
‘upward caps’ of 5%, 15% and 30%
respectively, for small, medium and large
properties in 2023/24. Downwards
valuations receive full benefit
immediately. The business rates
multipliers will be frozen in 2023/24 at
49.9 pence and 51.2 pence, which is a
6% cut worth £9.3 billion over the next
five years.

Support for eligible retail, hospitality
and leisure businesses is being extended
and increased from 50% to 75% business
rates relief up to £110,000 per business in
2023/24. Around 230,000 properties will
be eligible to receive this increased
support at a cost of £2.1 billion. Rates
increases for the smallest businesses
losing eligibility or seeing reductions in
small business rate relief or rural rate
relief will be capped at £600 per year from
1 April 2023, costing over £500 million
over the next three years and supporting
over 80,000 small businesses.

R&D changes
The rates for R&D reliefs will change from
1 April 2023. The R&D Expenditure Credit
will be increased from 13% to 20%, whilst
the SME additional deduction is being
reduced from 130% to 86% and the credit
rate will be cut from 14.5% to 10%. This
effectively equalises the value of the
schemes and saves £1 billion per annum
after two years.

The Financial Secretary to the
Treasury, Victoria Atkins, told the House
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of Lords on 21 November that the
government considers there is greater
value from the RDEC scheme than from
the SME scheme - and this was the driver
of the changes, rather than the perception
of possible SME scheme fraud (see
bit.ly/3GGeJfx).

Treasury officials told their lordships
that the changes to the scheme were
intended to maintain the overall value of
R&D schemes at lower cost - and added
that the government was likely to consult
in 2023 on whether to merge the two
R&D schemes. HMRC officials told the
sub-committee that HMRC now receives
60,000 R&D claims worth less than
£50,000 each, which puts a strain on
compliance activities. The Department is
also currently conducting eight criminal
investigations.

Employer NIC

If the theme of the fiscal consolidation
overall is freezing thresholds and
allowances, no one can be surprised that
the Employer NIC threshold will be frozen
at the current level (£9,100) until April
2028, raising over £5 billion annually.

The employment allowance remains
unchanged at £5,000 annually.

Pillar Il goes ahead

The government confirmed that it will
go ahead with adopting the minimum
tax on corporate profits measures in the
G20/OECD-led Pillar II, with effect for
accounting years starting on or after

31 December 2023. This will impose 15%
minimum tax on the UK and overseas
profits of large businesses and apparently
raise £2 billion, based on HMRC
estimates.

VAT frozen
The VAT registration threshold will be
frozen at £85,000 at least until 31 March
2026. It is to be hoped that the government
in future might consider some form of
relief for businesses going just over the
threshold - which currently acts as a limit
on growth.

Allin all, the Autumn Statement
announced tax increases of over
£88 billion over the next five years, on top
of £21 billion announced after the Spring
Statement.
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Time to charge

ahead?

Switching to electric

vehicles

With the cost of living playing such a vital part in
our decision making process, we explore the impact
of electric vehicle company car schemes on both

employees and employers.

by Simon Down and Victoria Ternavskaya

ransport is the biggest source of
| greenhouse gas emissions and

accounts for 27% of the UK’s total
emissions according to figures published
by the Department for Business, Energy
and Industrial Strategy. Based on the
figures published, cars and taxis are
responsible for 55% of the greenhouse gas
emissions from transport. Switching to
electric vehicles is an essential step on the
UK Road to achieving Net Zero by 2050.
In 2020, the government announced the
end of the sale of new petrol and diesel
cars by 2030, so it’s now a question of
‘when’ people will make the switch to an
electric vehicle.

Currently, there remains a price
premium for electric vehicles when
compared with internal combustion
engine alternatives. In some cases, the
price premium for electric vehicles
means they are out of reach for some
households. Electric vehicle registrations
are growing, with recent figures
published by the Society of Motor
Manufacturers and Traders showing that
they accounted for one in five new cars
registered so far in 2022. However, with
electric vehicles only accounting for
around 3% of the cars on UK roads, there
is along way to go.

Company cars are typically cycled
into the ‘used’ car market after three to
four years of use. Over time, the volumes
of used electric vehicles that are
introduced into the company car market
could help to increase the overall supply
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and reduce price, helping to make the
move to electric vehicles a more
affordable proposition for all.

The tax system is currently geared
to offer a range of financial incentives
intended to increase the take up of electric
vehicles. As a result, employers are well
placed to enable and accelerate the switch
to electric vehicles, making a positive
environmental impact and helping to ease
pressure on the cost of living.

Introduction to company cars

In general, where an employee is
provided with a non-cash benefit paid for
by their employer, such as a company car,
this is referred to as a benefit in kind.

An employee will pay income tax at their
marginal tax rate based on the value of
the benefit in kind they receive, and the
employer will also pay NICs based on the
benefit in kind value.

For company cars, the benefit in kind
value is broadly calculated based on the
list price of the car in question, multiplied
by a percentage (the ‘appropriate
percentage’) that is determined by its CO,
emissions, fuel type and electric range.
Income Tax (Earnings and Pensions Act
(ITEPA) 2003 ss 121 to 144 cover the
method for calculating a company car
benefit in kind value.

The tax rules for company cars are
designed to encourage the selection of
cars with lower CO, emissions. Opting for
alower emission car will result in a lower
benefit in kind value, meaning less

What is the issue?

The tax system is currently geared to
offer a range of financial incentives
intended to increase the take up of
electric vehicles. As a result, employers
are well placed to enable and accelerate
the switch to electric vehicles, making a
positive environmental impact and
easing pressure on the cost of living.

What does it mean for me?

This article looks to unpick some of
this complexity and shed light on how
specific aspects of the tax system and
electric vehicles could be used to
further the UK government’s
sustainability agenda.

What can | take away?

Currently, there is a very strong
business case for making the move to
electric. However, there will be
challenges to overcome in future,
especially as the government seeks to
replace much needed revenue from tax
on company cars, fuel duty and vehicle
excise duty.

income tax to pay for the employee,

and less NICs for the employer. The
appropriate percentage for a battery
electric vehicle is currently frozen at 2%
until 5 April 2025 and will rise to a
maximum of 5% in the 2027/28 tax year.
The sustained low rate offers a significant
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financial incentive to opt for a zero-
emission car and it is likely to be the main
factor for the increase in popularity of
battery electric vehicles as company cars.
The latest figures from HMRC estimate
that battery electric vehicles will have
accounted for 7% of the company cars
reported in 2020/21, a sharp rise from less
than 1% the year before.

At a high level, the tax rules appear to
be relatively simple and offer an incentive
to switch to electric vehicles. However,
as with many things, the devil is in the
detail. When you start to look at the wider
considerations for electric vehicles, such
as charging infrastructure, provision of
electricity, expenses policies, reporting
requirements, HMRC compliance, etc.,
things can get more complicated. This
article looks to unpick some of this
complexity and shed light on how specific
aspects of the tax system and electric
vehicles could be used to further the UK
government’s sustainability agenda.

It is important to note that whilst this
article focuses on the employment taxes
impact of electric vehicles, there are also
corporation tax and VAT implications
for a business to consider in relation to
providing company cars and associated
benefits.

Job-need company cars

Job-need company cars are
commonplace in some industries and are
often provided to lower paid employees.
Since an employee with a job-need
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company car will pay income tax on the
benefit in kind value of the car they have
to use for work, reducing this tax burden
is likely to be well received.

The example below demonstrates
the impact of income tax costs for a basic
rate taxpayer switching from a typical
internal combustion engine company car
to a comparable battery electric vehicle
alternative. (Please note, the higher P11D
list price for the battery electric vehicle is
an example of the price premium that
can apply for a comparable electric
vehicle.)

2023/24 Internal ) Bqﬂer.'y
combustion electric
tax year 3 o
engine vehicle
P11D list price  £25,900 £32,200
:;ppronmq’re 28% 2%
S £644
kind
Employee 500, 20%
tax rate
Income tax
paid on
company car £1,450 £129
benefit in
kind
£s - £1,322
Diff.
as% - 91%

This example shows that the
employee would see a 91% drop in
the amount of income tax paid on the
company car benefit in kind. This
change in income tax would equate to
an increase in take home pay of around
£110 per month.

Another way of looking at this
position is that the switch to an electric
vehicle would deliver the same financial
impact for the employee as giving them
a pay rise of almost £2,000 per annum.
However, it is important for job-need
employees to consider the financial
impact of fuel and electricity costs
incurred driving business mileage.

We explore this in more detail later
in this article.

The financial benefit in this
example is not just for the employee.

A business would see the cost of
employer NICs on the company car
benefit in kind fall by £912 per annum.
Across a fleet of 100 cars, this could
generate annual employer NICs savings
of around £91,000.

Cash or car schemes

It is fairly common practice for
employers to offer employees the
choice of a company car or a cash
allowance.

However, if an employee wants to
make the switch to an electric vehicle
and reduce their carbon footprint,
opting for a cash allowance may not be
the right move.

© Getty images/iStockphoto
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Internal combustion engine

Battery electric vehicle

2023/24 taxyear Company car ® Private car ® Company car ® Private car @

Net cost (p/a) £1,450 £1,652 £129 £2,598
Diff £s - (£202) £1,321 (E946)
iff.
as% - (14°o) 91% (5700)

M Net cost for the company car is the income tax paid on company car benefit in kind.
@ Net cost for the private car is the cost of a personal lease with maintenance and motor
insurance and the income received from a cash allowance after deduction of income tax and

employee Class 1 NICs.

The example above demonstrates the
financial impact for a basic rate taxpayer
choosing between a comparable internal
combustion engine car or a battery electric
vehicle, with the cars provided asa
company car or a private car funded with a
cash allowance. Opting for a battery
electric vehicle as a company car will offer
the employee a significant saving when
compared to a cash allowance.

As before, the financial benefit is not
just for the employee. In this example,

a business funding the battery electric
vehicle company car would save at least
10% when compared to funding the
internal combustion engine company car
or cash allowance.

Where an employee has the choice of a
company car or cash allowance,
the Optional Remuneration Arrangement
(OpRA) legislation comes into play.

The OpRA legislation largely removes

the income tax and NICs advantages of
arrangements where an employee gives up
the right to an amount of earnings in
return for a benefit. The legislation works
by calculating a benefit value based on the
greater of the earnings given up, or the
value based on normal benefitin kind
rules. However, the OpRA legislation has
an exemption for vehicles with emissions
of 75g/km or less, which means it doesn’t
apply to most electric vehicles (see

ITEPA 2003 s 120A(3)(0)).

Salary sacrifice schemes

Traditional company car schemes are only
open to a limited population of a company’s
employees. However, introducing a salary
sacrifice for an electric vehicle
arrangement can allow an employer to
open access to company cars to its entire
workforce (subject to national minimum
wage restrictions).

In a salary sacrifice, an employee
agrees to a contractual reduction in their
gross pay, and in return is provided with
afully insured and maintained electric
vehicle as a company car. The employer
saves on both the salary costs and the
associated employer NICs thereon.

These savings can be used to offset the
costs of providing the car so the
arrangement can be operated on a cost
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neutral basis or structured to deliver
employer savings (if desired).

The following example demonstrates
the financial impact for an employee of
taking an electric vehicle via salary
sacrifice when compared to funding the
same car privately. (We have included the
battery electric vehicle car used in the
job-need calculation above as well as a
lower cost alternative.)

Salary sacrifice (assume 36-month
term)

P11D list price

£25,995 £32,200

Netcost S29TY £304  gase
sacrifice

per Private

month £496 £562
car

) £s £192  £216

Diff.
as % 63% 63%

The example shows that the employees
could save up to 63% when opting for an
electric vehicle via salary sacrifice
compared to funding the same car
privately.

While the monthly net costs for salary
sacrifice represents a significant spend,
the employee would get a brand new
electric vehicle that is fully insured and
maintained, leaving the cost of charging as
their only other motoring outlay. If the
employee only had the option of a private
car, the much higher monthly costs might
make the switch to an electric vehicle
unaffordable.

Itis worth noting that the example is
based on a scheme designed to generate an
employer saving as well, with 50% of the
employer NICs saved on the sacrifice being
retained by the business. Retaining some
employer NICs is relatively common to
offset some of the costs involved with
operating the arrangement.

Given the potential benefits available,
itis not surprising that in a recent Deloitte
poll almost 70% of respondents said they
were either considering the introduction of
an electric vehicle salary sacrifice scheme
or were in the process of implementing
one. The respondents cited the opportunity
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to reduce carbon emissions (34%) and the
ability to offer a new engaging employee
benefit (33%) as the main drivers behind
this decision.

Before making the decision to
implement a salary sacrifice for an electric
vehicle arrangement, it is important for an
employer to evaluate the full range of
implications to ensure that the proposed
arrangement meets the needs of the
business and its employees (both now and
in the future). For example, a business may
wish to consider the cost of implementation
and ongoing operation, the range of
benefits to offer, financial risks for the
business and/or employees, finding the
right provider, employment law impacts,
etc.

Access to charging
A key element of the transition to electric
vehicles will be ensuring convenient and
cost-effective access to vehicle charging
facilities. It is worth noting that with the
cost of electricity on the rise, charging
is becoming more expensive both to the
employees and the employers. This may
have an impact on the charging choices
made, as well as the decision to switch to an
electric vehicle.
Broadly speaking, access to charging
falls into the following categories:
® residential;
® public (including on the go and
destination charging); and
® workplace.

Access to charging is another area
where an employer can play a role and
leverage the incentives offered by the
tax system, although there is some
complexity with the rules.

Residential charging

Based on HMRC guidance (EIM23900), if an
employer pays for a vehicle charging point
to be installed at the employee’s home there
is no taxable benefit where it is used for a
company car. This is because the
installation of a charge point would meet
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the conditions for ITEPA 2003 s 239 and

no liability would arise for payments and
benefits connected with company cars
(which includes cars provided via a salary
sacrifice arrangement). There would be a
taxable benefit based on the cost to the
employer if it was used for a private car.

HMRC guidance states thatifan
employer reimburses the cost of electricity
used to charge an electric company car at
home, the reimbursement should be taxed
as earnings, with the employee being
entitled to a deduction for the cost of
business miles travelled. However, there is
some uncertainty in relation to this
guidance and whether ITEPA 2003 s 239
should also apply. If it does, the
reimbursement for electricity would not
trigger an income tax and NICs liability,
regardless of whether it is for business or
private use. This has been raised by CIOT
in discussions with HMRC so we may
expect a clarification to the published
guidance in the future.

Public charging

The cost associated with public charging is
only likely to be the cost of electricity used
and any provider subscription fees. Based
on HMRC guidance, if an employer meets
these costs for an employee with a
company car, ITEPA 2003 s 239 should
apply and no liability would arise.
Asbefore, the exemption only applies

to company cars and so this would be a
taxable benefit based on the cost to the
employer in a private car.

Workplace charging

The provision of workplace charging for
employees with a company car meets the
conditions for ITEPA 2003 s 239 to apply
and so no taxable benefit should arise for
the provision of charge points and the
electricity provided. Since 6 April 2018,

a similar exemption for workplace
charging of private cars has been in place
to cover charging facilities which includes
the provision of electricity (see ITEPA 2003
§237A). The exemption applies on the
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condition that the facilities are made
available generally to the employer’s
employees at that workplace.

We are seeing more employers help
their employees make the move to electric
vehicles. The employer provision of access
to charging facilities and electricity can
help to reduce the financial burden for
employees and the tax system provides a
mechanism to help.

Electricity costs

The wholesale price of electricity has risen
sharply, such that the government felt it
was necessary to introduce the energy
price guarantee. This effectively caps the
cost of residential electricity until April
2023, with a review planned in the
meantime to determine how best to help
households after the guarantee ends.

The result of this is that the cost per mile
for electricity has risen from around 5p-8p
atthis point last year, to around 10p-14p
now (assuming an electricity price at the
34p/kWh energy price guarantee).

While this has removed some of the
financial benefits of switching to an
electric vehicle, charging at home can still
offer a cheaper cost per mile than petrol or
diesel. However, if an employee can only
charge in public, often where electricity
costs are much higher, then the cost per
mile of using an electric vehicle could be
higher than a petrol or diesel car.

A key challenge for employers is setting
a policy for reimbursing business mileage
in electric vehicles. The HMRC advisory
electric rate is set to rise from 5p to 8p per
mile on 1 December. Despite the increase,
some employees undertaking business
mileage in an electric vehicle may still be
significantly out of pocket when
reimbursed at this rate. As with fuel,
employers can opt to reimburse employees
based on the actual cost incurred to ensure
they aren’t left out of pocket. However,
when you look at what is needed to
measure and track electricity from home
and public charge points, and the
interaction of workplace charging, care
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needs to be taken to implement thisin a
way that is aligned with HMRC guidance.

The Autumn Statement

In the Autumn Statement, the government
announced the rates affecting company
cars for three further tax years (with rates
now known up to 5 April 2028). The
extension of the low rates for EVs will give
greater certainty and a longer-term
financial incentive to help boost the take up
of EVs. However, it is important to note that
the government also announced that EVs
will begin to pay vehicle excise duty in the
same way as petrol and diesel cars from

1 April 2025. The change to VED will reduce
some of the financial incentive currently
available for people making the move to

an EV.

Looking ahead to the future
Currently, there is a very strong business
case for making the move to electric, with
significant environmental and financial
benefits. The design of the tax system
means employers are uniquely placed to
enable and accelerate the switch to electric
vehicles, and in some cases make it a
financially viable option that otherwise
would not be open to some employees.

A key factor enabling the move is the
financial incentive offered by the tax
system. However, there will be challenges
to overcome, especially as the government
may seek to replace much needed revenue
from tax on company cars, fuel duty and
vehicle excise duty as more people make
the switch to electric vehicles.
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VALUE ADDED TAX

Three's

a crowd
The need for
Sstructure

We consider two recent tribunal cases
where input tax was unnecessarily
lost by the taxpayers because deals
were not properly structured.

by Neil Warren

Key Points

What is the issue?

Input tax can only be claimed by a business if an
expense is for the purpose of its business and for
its own taxable supplies. It cannot claim input
tax on an expense that belongs to a different
business, even if that business has paid the bill.

What does it mean for me?

Any deal involving three different parties needs
to be considered in advance to make sure that
VAT will be dealt with correctly, both in relation
to output tax and input tax issues. HMRC has the
power to raise an assessment going back four
years to correct past errors.

What can | take away?

In the case of property rental/lease agreements,
abusiness can claim input tax in many cases,
even if the lease is between the landlord and an
individual person - such as a director or
shareholder - rather than the business.
However, certain conditions must be met as
explained in the article.

AT on deals involving three parties
; / has always been a hotbed of

potential problems. Itis a classic
case of how things can go wrong in the
shark infested waters of the nation’s
favourite tax. This is because there is scope
for invoices to be issued to the wrong
business; for input tax to be claimed by the
business that has paid the bill rather than
received the supply; for when one party
that should be registered for VAT turns out
not to be... The list goes on!
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INPUT TAX: PROPERTY LEASES TO NAMED

INDIVIDUALS

If a landlord grants a lease to a named individual, the business using the premises can still

claim input tax if the following conditions are met:

® The individual person is not registered for VAT.

® Theindividual gives the rent invoices to the business. The business directly pays the
landlord and records the full amount as expenditure in its accounts.

® The whole of the premises is used for the purpose of its business.

If these conditions are met, the director is deemed by HMRC to be involved in the rental
agreement ‘in a purely nominal way’; i.e. they are not engaged in business themselves.
HMRC Internal Manual: VAT Input Tax VIT13440

In recent months, two separate cases
have been heard in the First-tier Tribunal
where input tax was disallowed by HMRC
- correctly in both cases - but where this
would not have been an issue in the first
place if the deals had been structured

properly.

Incorporation problem
VAT was not a problem when Mr Latifi
traded as a sole trader for his bed and
breakfast business and paid rent to
Oxford City Council (Star Services Oxford v
HMRC [2022] UKFTT 291). The council
charged him £8,750 plus VAT each
quarter, the invoices being issued to
Mr Latifi in accordance with the lease
agreement. Mr Latifi was registered for
VAT and claimed input tax.

The fun and games started when
Mr Latifi incorporated his business in
November 2013 and traded thereafter as
Star Services Oxford Ltd. Readers can
probably guess the next stage in the VAT
saga and you are correct: Mr Latifi
continued to pay rent to Oxford City
Council in accordance with the lease but
claimed input tax through his trading
company. But there is more: he also sublet
part of the premises to a separate business
called ‘Stitch’, which personally paid him
rent of £600 per month. And then a
separate sublet to a coffee shop was agreed
between the shop and Star Services, which
paid £7,500 plus VAT for quarterly rent.

HMRC disallowed input tax claimed
by Star Services on Oxford City Council
invoices on the basis that the supply of
rent was from the council to Mr Latifi,
who was trading as a property rental
business in his own name (a separate
legal entity to Star Services). The
taxpayer’s representative argued that the
beneficial interest in the land belonged to
Star Services so it was entitled to claim
input tax. HMRC issued an assessment
for £26,250 covering periods June 2014 to
December 2017.

The judge dismissed the taxpayer’s
appeal because Star Services had no right
to claim input tax:
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Two separate cases have
recently been heard in the
FTT where input tax was
disallowed by HMRC.

‘We have found that the legal
relationship in the appeal before us
was between Oxford City Council and
Mr Latifi, not the appellant. This is in
addition to the fact that the invoices
were addressed to Mr Latifi, and the
fact that the appellant is carrying on
a separate business.’

The taxpayer claimed that it was an
‘administrative mistake’ not changing the
Oxford City Council lease from Mr Latifi to
Star Services and that HMRC had exploited
this oversight by issuing the assessment.
However, the waters were muddied with
the two sublet arrangements and the
tribunal rightly considered the legal
relationship between the various parties.

The solution?
I am guessing that ‘Stitch’ was not
registered for VAT as a small business,
which was why Mr Latifi charged that
business rent, rather than Star Services,
because he was not registered either.
If this was the case, he would be trying to
have his cake and eat it, claiming all input
tax on Oxford City Council costs but
escaping output tax on some income!
The reality is that the VAT problem
could have been prevented if Mr Latifi
had registered for VAT in his own name,
opted to tax the property in question,
and charged VAT on the rent to both Star
Services and the sub tenant. That didn’t
happen. The main learning point from
this case is that it again shows how
difficult it is to resolve a VAT and property
problem retrospectively - after the horse
has bolted from its stable, so to speak.

Repair and improvement costs

In the case of Majid and Miah Properties v
HMRC [2022] UKFTT 327, Majid and Miah
Properties purchased a commercial
property, registered for VAT and made an
option to tax election with HMRC on the
building. The partners spent large
amounts of money improving the
premises so that an associated company
could trade as an Indian restaurant,
namely Mehfil (Properties) Ltd. A lease
was effective from 1 September 2015,
agreeing a rental charge of £500 per week
to the company by the partnership.

The complications arose because
some purchase invoices were addressed
to the builder who did the work - who
was not VAT registered — and other costs
were paid for by the company. HMRC
issued an assessment for £30,446 in 2017
because input tax was claimed on the
partnership VAT returns on expenses
that HMRC deemed had been supplied to
a different business, either the builder or
Mehfil (Properties) Ltd.

The judge accepted that some
purchase invoices were relevant to the
landlord’s responsibilities within the
lease agreement; namely that the
partnership was responsible for
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improvement works. Even though some
invoices for building materials were
addressed to the builder, it was clear that
this had been done as an agency
arrangement, so input tax could still be
claimed by the partnership. The input tax
assessment was reduced from £30,446 to
£27,360, so the appeal was only partly
successful.

Who is receiving a supply?

Many VAT challenges need to be clear
about the key question: who is supplying
what and to whom? In the cases
considered above, the key part of this
question is ‘to whom'’.

To give a practical example, imagine
that a business consists of two associated
companies: an estate agency selling houses
on a commission basis; and a financial
services company earning commission
selling mortgages. They both trade from
the same premises but only the estate
agency company is registered for VAT
because its income is VATable; the income
of the other company is exempt. So, what is
the situation with office telephone bills,
which are issued to - and paid by - the
estate agency company, even though staff
from both companies use the phones and
incur costs?
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Each three-party
arrangement needs to be
considered on an individual
basis to determine the
correct VAT treatment.

There are two routes here:

® Option 1: The company must carry
out an input tax apportionment on the
bills because it is only partly using the
phones for its ‘taxable’ business
activities.

® Option 2: The estate agency should
make a commercial recharge to the
mortgage company for its use of the
telephones, adding 20% VAT.

The argument that the estate agency
company can fully claim input tax
because it is paying the entire bill to the
telephone supplier is incorrect.

Lease agreements with directors
There are occasions when a landlord will
insist that a rental or lease contract is
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agreed with the individual director, rather
than alimited company with minimal
assets. This is a prudent tactic by the
landlords to avoid them having a potential
bad debt in the future. In this situation,
there is an opportunity for the director to
register for VAT as a sole trader and opt to
tax the property in question if the
landlord is charging VAT on the rent. The
director will charge output tax on the rent
recharged to his company and therefore
claim input tax on the rent invoices issued
by the landlord.

However, there is a simpler route that
is not widely appreciated (see Input tax -
property leases to named individuals).

Online sales of services
The issue of three-party transactions is
very relevant as far as trading on the
internet is concerned. VAT enthusiasts
will recall the recent dispute about
whether the global taxi firm Uber was
supplying taxi rides to its UK customers,
subject to VAT; or whether the self-
employed driver was making this supply,
with Uber charging a commission to the
drivers. The courts ruled that it was Uber.
Another case involved the website
OnlyFans, which also went in favour of
HMRC, with the tribunal agreeing that
the content was being sold by the website,
rather than the individual content
providers who received 30% of the fee
paid by the punters.

Conclusion

For both output and input tax purposes,
each three-party arrangement needs to be
considered on an individual basis to
determine the correct VAT treatment.
Unfortunately, there have been many
situations where business owners have
opted for the best VAT saving outcome but
then faced problems when HMRC has
come knocking at the door and
challenged the structure of a deal.

The four-year assessment powers
given by the legislation can make any
backpedalling a massive issue if, say,
output tax is payable on 100% of the
payments made by customers rather than
alower profit/commission figure of
perhaps 25% to 30%. VAT and three-party
transactions must be flagged up for
regular reviews to avert a potential
problem.... as Mr Latifi found to his cost.

Name: Neil Warren
Position:

Independent VAT consultant
Company:

Warren Tax Services Ltd
Profile: Neil Warren is an
independent VAT author and consultant, and
is a past winner of the Taxation Awards Tax
Writer of the Year. Neil worked at HMRC for 13
years until 1997.
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Refocusing R&D

A number of changes to R&D reliefs are due with
effect from April 2023. We examine what these
changes will entail, and whether they will impact
levels of suspicious activity in the relief sector.

by David O’Keeffe

esearch and development (R&D)
Rtax relief is in the news a lot these

days, not always for the right
reasons. The relief has been around since
April 2000, originally only for SMEs but
extended in 2002 to also provide relief for
large companies. In the intervening
years, there have been lots of changes,
both to the legislation governing the relief
and to the ‘marketplace’ for R&D tax
advice.

The tax relief for SMEs is very
generous. It gives a tax deduction for an
amount in excess of the actual expenditure
and, in many cases, a payment for
surrendered losses. It is perhaps not
surprising that it has become a magnet for
unscrupulous advisers wishing to take
advantage and profit from it.

18

Suspicious activity

Members of professional bodies are
governed by professional and ethical
standards, both of their governing body
and, for many in tax, by Professional
Conduct in Relation to Taxation (PCRT).
Regrettably, not everyone providing R&D
tax relief services operates to such
professional standards.

HMRC has long been concerned that
‘rogue advisers’ are targeting the R&D
relief and submitting claims that, at the
very least, push the boundary. More
recently, it announced that it had detected
significant levels of suspicious activity
within the R&D relief sector. As a result,
routine processing of claims was paused
to allow resources to be allocated to
investigating these suspicious claims.

What is the issue?

The government has proposed a number
of changes to the R&D reliefs. Some are
due to come into effect from April 2023,
while others will be rolled out soon after.

© Getty images/iStockphoto

What does it mean for me?

Any company that has not made either an
R&D claim or a claim notification in any
of the previous three accounting periods
will be required to make a claim
notification within the six months
following the end of the relevant
accounting period or their claim will be
invalid.

What can | take away?

The company will only be able to include
the appropriate amount of expenditure in
its R&D claim where the expenditure is
‘UK or qualifying overseas expenditure’.

Indeed, HMRC recently announced that
it has arrested eight individuals in
connection with attempts to fraudulently
claim more than £16 million of R&D relief.
While HMRC used to have a target
of processing 95% of SME claims within
28 days, this target was extended to
40 days to allow for additional checks to
be carried out. Indeed, HMRC has even
gone so far as to suggest that some of
these claims are clearly fraudulent.
Letters have been sent from HMRC'’s
Fraud Investigation Service to some
claimants, although at a recent R&D
Communication Forum meeting HMRC
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specialists denied that any company
had actually been accused of fraud.
Correspondence I have seen has not
always been in accordance with this
claim.

Changes to R&D relief

The government has proposed a number
of changes to the R&D reliefs. Some are
due to come into effect from April 2023,
while others will be rolled out soon
after. On 20 July, draft legislation was
published for those changes that will
take effect from April 2023, with further
changes announced by the Chancellor
on 17 November in his Autumn
Statement. In addition to a number of
miscellaneous changes, the key
proposals are described below.

Claim notifications
Companies will be subject to a new
requirement to make claim notifications
under certain conditions. Any company
that has not made either an R&D claim
or a claim notification in any of the
previous three accounting periods will
be required to make a claim notification
within the six months following the end
of the relevant accounting period or their
claim will be invalid. The requirement
will apply both to claims under the SME
relief and R&D expenditure credits. We
are still waiting for secondary legislation
that will be introduced with effect from
April 2023, setting out the details of the
notification and how it is to be made.
This change is being billed as an
anti-abuse provision to prevent the
misuse of R&D relief. However, it will
place a burden on all businesses
carrying out R&D, and penalising
everyone seems a harsh way of dealing
with this problem. Many impacted
businesses, especially SMEs, will not be
aware of the changes and the need to
make claim notifications, making it
likely that they will lose out on R&D
reliefs. This will particularly penalise
start-ups and growing small businesses.
This requirement is also likely to
result in HMRC being inundated with
‘protective’ notifications submitted in
advance where there is any uncertainty
about whether expenditure qualifies for
R&D relief.

Provision of additional
information

Claims will be invalid unless the
company provides the required
additional information. This is expected
to include information with regard to the
nature of the qualifying activities and a
breakdown of the eligible expenditure
making up the claim. I understand that
this information must be provided using
an online form.
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It is likely that the form will also
require the company to provide the
name of the senior officer in the
company taking responsibility for the
claim, as well as the name of any adviser
assisting or advising the company in
respect of the claim.

Refocusing R&D relief towards
activities undertaken in the UK
The UK’s R&D relief schemes have
traditionally been quite generous in that
they did not have any territoriality
restrictions regarding where the R&D
was undertaken. This was clearly
attractive in that it allowed companies
to utilise specialised (and less costly)
expert resource that happened to be
located overseas and still benefit from
the relief.

The arguable drawback of this
approach, of course, was that the UK
exchequer was rewarding and
incentivising the development of this
specialist expertise outside the UK.
This proposal seeks to address that
concern.

The proposed changes will
cover work contracted out,
contributions to independent
R&D and externally provided
workers.

The proposed changes will cover
work contracted out, contributions to
independent R&D and the use of
externally provided workers. They will
apply to both the SME relief and the large
company RDEC relief.

Contracted out R&D
Where work is contracted out by the
company, it will only be able to include
the appropriate amount of expenditure
in its R&D claim where the expenditure
is ‘UK or qualifying overseas
expenditure’. These terms are defined in
the new section 1138A of Corporation
Tax Act 2009.

Expenditure will be UK expenditure
if itis attributable to R&D activity
undertaken in the UK.

Qualifying overseas expenditure
Expenditure will be ‘qualifying overseas
expenditure’ if the circumstances set out
in s 1138A(2) apply. These state that the
conditions necessary for the R&D are
not present in the UK but are present in
the place where the R&D is actually
undertaken; and where it would be
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wholly unreasonable for those
conditions to be replicated by the
company in the UK.

The draft legislation provides that
these conditions could be geographical,
environmental or social. There could
also be legal or regulatory requirements
that mean the R&D had to be undertaken
outside the UK.

Importantly, the legislation makes
clear that neither the cost of the R&D,
nor the availability of workers will be
considered to be relevant conditions.
Accordingly, the fact that expertisein a
particular field is cheaper to obtain
overseas, or that the expertise can only
be found overseas, will not be considered
conditions that mean the expenditure is
qualifying overseas expenditure.

This might seem a little harsh,
particularly with regard to the
availability of the expertise, but the
aim appears to be to encourage the
development of the expertise within
the UK. In a recent discussion on these
proposals, HMRC did suggest that
the inability to develop the required
expertise in the UK within a reasonable
time frame might be a ‘relevant
condition’. The Treasury can add to the
list of things that are not ‘conditions’
for the purpose of qualifying overseas
expenditure.

R&D expenditure credits: For claims
under R&D expenditure credits, the
payment to the subcontractor (which
must be a qualifying body, an individual
or a partnership of individuals) will be
eligible provided the expenditure meets
the definition of ‘UK or qualifying
overseas expenditure.’

SME relief: For claims under the SME

relief, the qualifying amount will depend

on whether or not the company and the

subcontractor are connected (i.e. where

the subcontractor is under common

control with the company contracting

out the work):

©® Where the parties are connected,
the definition of the subcontractor’s
relevant expenditure in s 1134 is
extended to include the requirement
that it also be ‘UK or qualifying
overseas expenditure’.

® Where the parties are not connected
- and no connected party election
has been made under s 1135 - the
definition of the qualifying element
of the subcontractor payment is
amended to be ‘65% of so much of the
subcontractor payment as comprises
UK or qualifying overseas
expenditure’. If it is necessary to
apportion any expenditure for this
purpose, this should be done on a
just and reasonable basis.
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In order to comply with these
additional conditions, companies that
contract work out will need to ensure that
they can correctly identify any element
of the work done by the subcontractor
that is not UK or qualifying overseas
expenditure. This should not be a
problem where the parties are connected,
but contracts with unconnected parties
should take account of this requirement.

Externally provided workers
There will also be a restriction where
companies are using externally provided
workers to undertake R&D. In this case,
rather than the restriction being by
reference to where the work is
undertaken, it will be by reference to the
place of taxation of the relevant earnings
of the individual externally provided
worker. The legislation will introduce a
new section 1132A in the Corporation Tax
Act 2009, which will provide a definition
of ‘qualifying earnings’ in relation to
externally provided workers. These will
be any amount of the worker’s earnings
where either:
® the staff controller has a liability, in
respect of those earnings, to account
to HMRC for an amount in respect of
income tax under PAYE and class 1
NICs; or
® the earnings are in respect of relevant
R&D undertaken outside the UK but
where the ‘conditions’ defined in
s 1138A (2) apply (see above).

This definition then feeds into the
calculation of the expenditure on
externally provided workers that can be
included in the R&D claim.

Connected parties: Where the connected
party provisions in s 1129 apply, the
eligible expenditure remains the lower of
the actual expenditure and the staff
controller’s relevant expenditure. The
definition of the staff controller’s relevant
expenditure is amended to include a
requirement that it also be ‘qualifying
earnings’ of externally provided workers.

Non-connected parties: For
non-connected party cases, s 1131(2) is
amended so that the reference to 65% of
the staff provision payment will now be
to ‘65% of so much of the staff provision
payment as is incurred in respect of
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The legislation will provide a
definition of ‘qualifying
earnings’ in relation to
externally provided workers.

qualifying earnings of externally
provided workers.” Again, if expenditure
needs to be apportioned in order to satisfy
this requirement it should be done on a
just and reasonable basis. This means
that companies will need to confirm that
the earnings of the externally provided
workers are relevant earnings so that they
can be sure they only claim the correct
amount.

As aresult of the way the definitions
of R&D contracted out (both connected
and unconnected) are drafted for the
purposes of calculating the R&D fraction
for patent box, the changes above will not
have any impact on that relief. To ensure
consistency in that calculation, this draft
legislation includes a provision that
ensures the new rules relating to
externally provided workers do not flow
through for patent box purposes.

Contributions to independent
research

This applies to claims by large companies
and Corporation Tax Act 2009 s 104L will
be amended to include the requirement
that the expenditure is UK or qualifying
overseas expenditure.

Changes to eligible expenditure
The intention is that Corporation Tax Act
2009 s 1125 will be amended to also allow
expenditure on data and cloud computing
costs to be included in R&D claims.
Currently, companies may include
the cost of relevant computer software,
which HMRC considers means the cost of
software licences. However, the software
world has moved on considerably, with
more and more software being provided
by means of ‘software as a service’ (SaaS),
rather than by licensing copies of the
software. In addition, R&D is increasingly
undertaken using datasets that are
acquired specifically for the purposes of
the R&D activity, with processing being
undertaken via remote, cloud-based

resource. These changes seek to better
reflect the current needs of businesses
undertaking this type of R&D.

Data

Relief will be given for the costs of a data
licence. For this purpose, a data licence
will be alicence to access and use a
collection of digital data within an R&D
project.

There will be some limitations on the
eligibility of data costs. The company
acquiring the licence must not have the
right to sell that data, or to publish or share
the data with a third party, other than as
part of the R&D activity. Finally,
expenditure on a data licence will not be
eligible expenditure if the licence is
attributable to a qualifying indirect activity.

Cloud computing
Relief will be given for expenditure on
cloud computing services to the extent
that they are directly relevant to
qualifying R&D activity. Cloud computing
services include the provision of access to,
and maintenance of, remote data storage,
operating systems, software platforms or
hardware facilities.

The same limitations as above will
also apply to expenditure on cloud
services.

Rate changes

In his Autumn Statement the Chancellor
announced that the rates were being
changed for both the SME relief and for
RDEC. The changes will apply to
expenditure incurred on or after 1 April
2023.

The rate of superdeduction for the
SME relief is to be reduced from 130% to
86%, while the rate that losses can be
surrendered for payable credit is being
reduced from 14.5% to 10%. It is clear that
this is, at least in part, an attempt to make
the SME scheme less attractive to the sort
of fraud attacks recently foiled by HMRC.

At the same time, the RDEC rate will
rise from 13% to 20%. The RDECis a
taxable credit so the forthcoming
increase in the main rate of corporation
tax to 25% would have reduced the
effective benefit of the relief if the
headline rate had not been increased.

An increase to 14% would have been
sufficient to maintain the effective
benefit, so an increase to 20% shows the
intent to make the RDEC more attractive.

The changes taken together will close
the gap between the two schemes in
terms of the benefit to claimants,
although the SME scheme is still
marginally more attractive. This is
unsurprising when you realise that the
government is considering a move to a
single scheme, which is likely to be based
on the existing RDEC.
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Spring Virtual Conference 2023

SAVE THE DATE

Chartered
Institute of

Wednesday 26 and Thursday 27 Taxation.
April 2023

The Spring Virtual Conference will offer a range of
topical lectures presented by leading tax speakers and
offers access to CPD opportunities from the comfort of
your own home or the office.

The virtual conference will include:
Conference materials provided in advance

Opportunities for live delegate questions with alll
e®®°.

sessions .° ..
) : : : . Further B
Recordings of the sessions will be made available S detailsand  °,

to all delegates afterwards enabling you fo enjoy * speakers will *

. e . L] L]
flexible access to all content when it is convenient . be announced ,
e sogm®

to you

Visit: www.tax.org.uk/svc2023 for more information.

Women in Tax Annual Debate:
Taxing the wealthy - what is fair? Chartaed

Institute of
Taxation.

Date: 12 January 2023

Time: 17:30 - 20:00 GMT

Location: Reynolds Porter Chamberlain LLP,
London E1W 1AA

The Women In Tax Annual Debate, hosted by RPC LLP and chaired by Tasneem Kadiri, Chair of
Women in Tax will welcome a great line up of speakers including:

Robert Waterson, Tax Partner, RPC LLP

Catherine Grum, Head of Family Office Services, BDO LLP

Dr. Ben Tippet, Lecturer in Economics at The University of Greenwich

Kristina Johannson, director of the Solberga Foundation, Co-founder of Resource Justice, and a
Founding member of Patriotic Millionaires UK.

The debate will explore whether the wealthy are paying their “fair share” of tax.

Join us and register to attend at: www.tinyurl.com/ypy4z8kf
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THE CONSTRUCTION INDUSTRY SCHEME

Businesses going mainstream

One of the potential pitfalls involved

in the Construction Industry Scheme
revolves around the issue of whether a
contractor is a mainstream or deemed
contractor. We examine why it is so
important to get this right.

What is the issue?

Following on from our previous Tax
Adviser article on the Construction
Industry Scheme in October 2022, we
consider one of the potential pitfalls in
more detail; namely, the issue of whether
a contractor is a mainstream or deemed
contractor, and why getting this right is so
important.

What does it mean for me?

If a business does not identify it is a CIS
contractor when applicable, then it will be
at risk of failing to operate CIS. This could
potentially result in the business being
held liable for under-deducted CIS tax,
HMRC penalties and HMRC interest
charges.

What can | take away?

Businesses undertaking construction
operations and incurring construction
expenditure must properly consider how
CIS applies to their business and the issue
of whether mainstream or deemed
contractor status applies is central to this
analysis.

by Lee Knight and James Walkerdine

he Construction Industry
TScheme (CIS)isatax

withholding and reporting
regime that applies to payments
from contractors to subcontractors,
made under contracts which include
construction operations undertaken
in the UK or within UK territorial
waters. An important question that
businesses brought within the
scheme as contractors need to
consider is whether they are
‘mainstream’ or ‘deemed’
contractors.

Mainstream or deemed
contractor status

The terms mainstream and deemed
are HMRC terms which are not
specifically defined in legislation,
but there accepted meanings can be
briefly summarised as follows:

A mainstream contractor

A mainstream contractor is a business
which includes the carrying out of
construction operations and might
include a construction business or
property developer.

It will need to register as a CIS
contractor with HMRC, regardless of the
level of its construction expenditure,
before making its first payments to
subcontractors.

A deemed contractor

A deemed contractor is a business

(or other organisation) that is nota
mainstream contractor but whose
cumulative VAT exclusive expenditure
on construction operations within the
previous 12 month period exceeds

£3 million. Ongoing monitoring of
construction expenditure against the
threshold is therefore required.
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It will need to register as a CIS
contractor with HMRC only when it has
exceeded (or is expected to exceed) this
threshold. Furthermore, for deemed
contractors the following factors apply:
1. HMRC can allow a period of grace

before the business needs to start

operating CIS, recognising that it can
take time for such a business to set
up the appropriate procedures to
operate CIS correctly. Since 6 April

2021, this period of grace has been

included in legislation, allowing

deemed contractors to agree an
extension of up to 90 days with

HMRC before they must operate CIS.

This period of grace is not available

to mainstream contractors.

2. Deemed contractors can deregister
from the CIS if their construction
expenditure falls below the
£3 million threshold in the previous
12 month period, and the business
does not expect to incur more
construction expenditure in the
future which would cause it to
exceed the £3 million threshold
again. Deemed contractors can do
this by writing to HMRC or calling
HMRC’s CIS helpline but should
continue to operate CIS until HMRC
has approved the deregistration.
The ability to deregister for the CIS
when construction expenditure
falls below the £3 million threshold
does not apply to mainstream
contractors.

3. Under Regulation 22 of the Income
Tax (Construction Industry Scheme)
Regulations 2005, certain deemed
contractors do not need to operate CIS
on construction expenditure relating
to premises that are used in its
business, the business of another
company within the same group,
or another company in which the
deemed contractor holds at least 50%
of the shares. This is provided that
the premises are not for sale, let out
(unless the letting out is incidental)
or otherwise held as an investment.
Regulation 22 does not apply to
mainstream contractors.

Establishing whether a business
is a mainstream or deemed
contractor

The terms mainstream and deemed
contractor are used by HMRC to add
context to and try and make sense of the
legislative definitions at Finance Act 2004
s 59(1). The main distinction between the
two contractor types is whether the
contractor’s business includes the
carrying out of construction operations
or not. If it does, mainstream status
applies; otherwise deemed contractor
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status applies if the construction
expenditure exceeds the £3 million
threshold.

The problem is understanding what is
actually meant by the term ‘includes the
carrying out of construction operations’.
HMRC'’s guidance does not clearly explain
its interpretation of this term, nor is it
defined in the primary legislation within
ss 57 to 77 and Schedules 11 and 12 of
Finance Act 2004 or the secondary
legislation within the Income Tax
(Construction Industry Scheme)
Regulations 2005.

So, what does the term mean? In our
experience of dealing with this point,
the key consideration is whether the
carrying out of construction operations
is fundamental to or incidental to the
business being carried on.

If the carrying out of construction
operations is fundamental to the business
model, then the business ‘includes the
carrying out of construction operations’
and mainstream contractor status
applies. If the construction expenditure
a business incurs is incidental to its
business model, the business does not
‘include the carrying out of construction
operations’ and deemed contractor status
applies but only if construction
expenditure is large enough.

Sometimes the position will be clear.
Take the example of a building company
which builds new homes for others.

The carrying out of construction
operations is clearly fundamental to its
business of building homes, and if it
uses subcontractors to undertake
construction work it will need to register
as a mainstream contractor.

Contrast that with a retail company
whose main business is retail. It has many
stores and a head office which it uses in its
retail business, all of which need to be
maintained (repairs to the structure of
the building, painting and decorating,
light refurbishments, etc.), meaning that
it will incur construction expenditure.

Its main business is retail and the
construction operations undertaken are
incidental to that main business activity.
It is not a mainstream contractor but if
its construction expenditure is large
enough and exceeds the deemed
contractor threshold, it will need to
register as a deemed contractor. There is
then an additional consideration as to
whether Regulation 22 can apply to its
construction expenditure.

There will, however, be
circumstances and cases where the
distinction is not as clear. The classic
problem area is the issue of property
investment and property development
businesses, and when property investors
start to undertake activities attributable
to property development.

Property investment vs property
development

At the time of writing, HMRC'’s guidance
(at CISR12080) states the following about
property developers:

‘Property developers are included
within the meaning of mainstream
contractors because their business
activity is the creation of new
buildings, or the renovation or
conversion of existing buildings, or
other civil engineering works. The
same is true of a speculative builder.’

The same guidance goes on to say the
following regarding property investment
businesses.

‘A property investment business
acquires and disposes of buildings for
capital gain or uses the buildings for
rental; it need not be involved in the
construction, alteration or extension
of buildings. Even so, if its property
estate is substantial enough, its
expenditure on construction
operations may well cause it to fall
within the meaning of a “deemed
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contractor”.

This guidance is clear up to this point.
For a property investment business,
construction operations undertaken in
keeping its investment properties in good
repair (such as painting and decorating,
and minor repairs) are incidental to its
main business as a property investor, and
it therefore should only register as a
contractor if it exceeds the deemed
contractor threshold.

The position is more complicated
and less clear when a property investor
starts to undertake property development
activities. The HMRC guidance at
CISR12080 goes on to say that where a
business that is ordinarily a property
investor undertakes some activities
attributed to those of ‘property
development’, they will not usually be
considered a mainstream contractor
during the period of that development.
This is because the usual nature of the
business is ‘property investment’ and not
‘property development’.

However, the guidance continues:

‘Where the property investment
business enters into multiple or
substantial contracts relating to
construction operations for the
purposes of development of one or
more properties, you will need to
decide if the nature of that business
has now changed from “property
investor” to “property developer”,
in which case they would now be
considered to be mainstream
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contractors as the nature of their
business has changed.’

HMRC clearly accepts that some
limited activities of property development
undertaken by a property investment
business would not usually cause its
business to change such that it should be
treated as a mainstream contractor. But
once it enters into multiple or substantial
contracts relating to construction
operations for the purposes of
development of one or more properties,
mainstream contractor status could be
triggered.

How this works in practice

The HMRC guidance goes on to provide
an example of a property investor
becoming a mainstream contractor.

Example: Property investment
business

‘A property investment business acquires
anumber of properties which it intends
to let, but before letting, minor
refurbishment is required to bring the
properties up to a suitable standard to be
able to let them. For CIS purposes, we
would see this as the normal activities of
a property investor, and where the
expenditure on such activities exceeds
£3 million in a rolling 12 month period
then CIS applies.

‘The property investment business
then acquires a large dilapidated hotel
to add to its portfolio, and decides to
convert the building into a series of flats
which it will then individually let out.

As aresult, substantial development is
required to the property to change the
building to its new use.

In respect of this particular
development and contract, we would
regard the property investment business
as having taken on the mantle of a
mainstream contractor as its business
activity is now that of construction
operations.’

What to draw from this

This example confirms that HMRC
regards ‘minor refurbishment’ works

as incidental to a property investment
business. However, where construction
works are undertaken to enable a change
in the use of a building, HMRC would
view the construction work as then being
fundamental to its business and regard
the property investor as having become
a property developer and mainstream
contractor for CIS purposes during the
development.

Itis important to note in this example
that the property investment business’s
intention to let these converted flats out is,
in HMRC’s view, unimportant. Neither do
the property investor’s longer-term
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intentions appear to be important to
HMRG; there is no mention in this example
of whether the property investor intends to
undertake similar projects in the future,
or whether this is a one-off. It is the fact
that substantial works have been carried
out (even without a view to sale and
without needing to understand the
property investor’s longer term intentions)
that triggers mainstream status.

In this example, which involves
a substantial project to develop a
dilapidated hotel and change the use
of the building to residential flats, it is
understandable that HMRC would regard
the property investor as having changed
its business model and become a
mainstream contractor. But these are two
very different situations at either end of a
scale and there will be other cases in the
middle ground which might not be
so clear and which the HMRC guidance
does not address. In these circumstances
it may be appropriate to obtain HMRC's
view on the position.

Why is it important to get this
right?

If the business does not identify thatitisa
CIS contractor, then it will be at risk of
failing to operate CIS.

This could potentially result in the
business being held liable for under-
deducted CIS tax, HMRC penalties, and
interest charges which HMRC could, if
the business did not exercise reasonable
care, recover within a six-year time limit
(from the end of the relevant tax year).

Not identifying that it is a contractor
over an extended period could therefore
be an expensive mistake for a business to
make. While claims under Regulation 9
of the Income Tax (Construction Industry
Scheme) Regulations 2005 could mitigate
the liabilities due to HMRC (for example,
under Regulation 9(5) HMRC may direct
that a contractor is not liable to pay CIS
tax if HMRC is satisfied that the
subcontractor paid by the contractor is
not chargeable to tax on those payments,
or has included those payments when
computing profits liable to income tax
and Class 4 NIC/corporation tax), such
claims are by no means guaranteed and
cannot be relied on.

The issue of underpaid CIS liabilities,
penalties and HMRC interest charges are
a key risk where a business incorrectly
determines that it is a deemed rather than
mainstream contractor. There are several
areas of risk; for example, the business
making this mistake might:
® never register as a contractor if it

never exceeds the deemed contractor

threshold (this threshold would not
apply to a mainstream contractor);

® recognise that it exceeded the
threshold and register as a contractor,

but there could be a period before
registration when it was incurring
construction expenditure and paying
subcontractors where it has not
correctly operated CIS (i.e. the
business registers too late);

® incorrectly applying Regulation 22
to construction expenditure on
property it uses in its own business
(for example, a property investment
business which applies Regulation 22
to construction expenditure it
incurs on refurbishing its own head
office at a time when it would be
regarded as a mainstream
contractor);

® deregister because its construction
expenditure drops below the
£3 million threshold in a 12 month
period after registration
(deregistration for these reasons
would not be open to a mainstream
contractor); -or

® cause VAT issues because of the
interaction with the VAT reverse
charge for building and construction
services.

Summary

Businesses undertaking construction
operations and incurring construction
expenditure must properly consider how
CIS applies to their business and the issue
of whether mainstream or deemed
contractor status applies is central to this
analysis. Getting this wrong can be a
major headache and an expensive
mistake.
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Pillars One and Two
Global tax reform

We examine the tax rules that lie behind Pillar One
and Pillar Two, and ask where we are now in the
move towards a new global framework.

by Alison Lobb and Lisa Shipley

political agreement was reached by
more than 135 of the G20/Inclusive
Framework on BEPS (‘the Inclusive
Framework’) member countries on the
‘two-pillar’ approach:
Pillar One: rules for reallocating profits
to market countries; and
® Pillar Two: introducing global
minimum tax rules.

:[t has been just over a year since

Significant work has been undertaken
by the OECD Inclusive Framework over the
last 12 months and, as 2023 will see a move
into the implementation phases of the
work, it is important to take stock of the
latest developments on the different
workstreams.

Pillar One

Amount A: nexus and profit
allocation rules

Progress has been made over the last

12 months on the development of draft
model rules from a technical perspective,
but political challenges remain -
particularly in relation to US domestic
approval of the changes, which will be
essential for implementation.

Amount A is, at least for now, of
relevance only to the very largest groups as
it applies to multinational businesses with:
® global annual turnover above

€20 billion; and
® profitability above a 10% margin.

Exclusions apply for businesses in the
extractive and regulated financial services
sectors. The rules are initially expected to
apply to around 100 businesses globally,
but the global annual turnover threshold
may be reduced to €10 billion in the future,
depending on a successful implementation
of Amount A.

The ‘Amount A’ proposal reallocates
taxing rights in favour of market countries
through the creation of a new taxing right.
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In-scope businesses will reallocate 25% of
their residual profit above a 10% profit level
to market countries using a revenue-based
allocation key. A progress report
containing draft domestic model rules was
released in July and followed seven earlier
smaller consultations on the ‘building
blocks’ of the rules. A second progress
report, released in October, set out
proposals for the tax administration and
tax certainty aspects of Pillar One.

There remain a number of open issues
and points of detail to be developed and
agreed, including in relation to withholding
taxes (in particular on royalties), which
already give taxing rights to market
countries. Further work is also being
undertaken on the proposed marketing
and distribution safe harbour to address
‘double counting’ issues where a market
country already taxes the same item of
residual profit. Elimination of double
taxation swiftly and efficiently remains key
to the ‘reallocation’ objective of Amount A
and is a significant concern for businesses.

The intention is for the Amount A rules
to be included in a multilateral convention,
which will enter into force only after
ratification by a ‘critical mass’ of countries.
This includes countries of the parent
entities of a substantial majority of in-scope
groups (e.g. the US, Japan, Germany,
the UK, France), as well as key additional
countries (the ‘investment hubs’) that will
have the obligation to provide double tax
relief. The OECD has indicated that the
multilateral convention will be available
for signature in the first half of 2023.

If ratified by sufficient countries, the
OECD’s intention is for the Amount A rules
to enter into force in 2024.

Interaction with digital services
taxes

A key component of the Inclusive
Framework political agreement remains
the commitment for the implementation of
Pillar One to be coordinated with the
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removal of unilateral digital services taxes
and other relevant similar measures. This
will apply for all companies irrespective of
their size and is not limited to those in the
scope for Amount A.

If Amount A fails to be implemented by
the end of 2023, countries will be free to
introduce new digital services taxes if they
wish. Canada has already introduced
legislation for a digital services tax to apply
from 1 January 2024 if the Amount A rules
are not in force which would be backdated
to 1 January 2022. Similarly, agreements
made between the US and other countries
such as the UK, France, Italy, Spain,
Austria, India and Turkey - to allow offset
of excess digital services taxes against
future Amount A tax in return for the
suspension of trade sanctions in respect
of existing digital services taxes — applies
until 31 December 2023 (and 31 March 2024
for India).

As part of the ongoing work on the
definition of digital services taxes and
other similar measures that will be
repealed, the OECD will produce, by the
end of 2022, a draft list of digital services
taxes and relevant similar measures using
factors such as whether the regimes:

impose tax based on market-based

criteria,

are ring-fenced to foreign and foreign-

owned businesses;

are outside the income tax system/tax

treaties.

Amount B: Fixed transfer pricing
return for marketing and
distribution activities

Amount B, which is an amendment to
existing transfer pricing rules, is expected
to apply much more widely than Amount A.
Amount Blooks to establish a definition

of ‘baseline marketing and distribution
activities’ undertaken by group
distributors.

The proposal is that Amount B would
set a fixed benchmarked return for
in-scope activities, potentially varying by
industry and/or region. These rules might,
and logically would, be implemented as
part of the OECD’s Transfer Pricing
Guidelines. A consultation document on
how Amount B will work is expected to be
released by the end of 2022. This will
include information on the scope of
Amount B, including whether it will apply
only to buy/sell distributors that take legal
title to goods, or more broadly.

Pillar Two: global minimum tax rules
The Pillar Two global minimum tax rules
are the most developed component of the
OECD’s two-pillar approach, with OECD
model rules published in December 2021
and subsequent OECD commentary
published in March 2022. The rules apply
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to large multinational groups with annual

consolidated group revenue of at least

€750 million (broadly those in the scope of

country-by-country reporting) and have

two key components:

® Anincome inclusion rule: This rule
applies on a ‘top-down’ basis. In most
cases, including for most UK headed
groups, any tax due is calculated and
paid by the ultimate parent company to
the tax authority in its country. The tax
due is the ‘top-up’ amount needed to
bring the overall tax on the profits in
each country where the group operates
up to the minimum effective tax rate
of 15%.

©® Theundertaxed profits rule: This rule
(sometimes referred to as the
undertaxed payments rule) will apply
as a secondary (backstop) rule in cases
where the effective tax rate in a country
is below the minimum rate of 15%,
but the income inclusion rule has not
been fully applied. The top-up tax is
allocated to countries which have
adopted the undertaxed profits rule
based on a formula.

The OECD model rules use a mixture
of accounting and tax concepts and will,
in effect, require businesses to keep a third
set of books for Pillar Two effective tax
rate calculation purposes. The result is
inevitably complex, and there remains a
number of areas which are not addressed
by the OECD commentary and/or where
further clarity is needed.

The OECD held a public consultation in
March 2022 and received extensive
feedback on areas where internationally
agreed certainty is needed to allow
businesses to efficiently prepare for the
introduction of the rules. Key areas include:
® situations where there is aloss in the

year but a top-up tax arises under

specific rules;

® the data source for deferred taxes (this
is expected to be group consolidated
financial statements but the language
of the model rules suggests individual
entity statutory accounts);

® clarification in respect of transition
rules, including the meaning of ‘basis’
for assets transferred between group
entities and what to do with tax paid on
exit when assets are transferred; and

® clarification of when thereisa
requirement to hypothesise different
parent consolidated financial
statements when consolidated
financial statements are already
prepared, e.g. trusts or foundations.

Itis hoped that these, and other issues,
will be addressed when the OECD
publishes an ‘Tmplementation Framework’
for Pillar Two, expected to be released by
the end of 2022. However, it is likely that
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regular updates will be needed to address
areas of uncertainty as they emerge.

This approach would be in line with that
taken for the OECD Guidance on the
Implementation of Country-by-Country
Reporting, where regular updates played
an important role in ensuring consistent
application by different countries.

Implementation

The Inclusive Framework political
agreement does not require countries to
implement the Pillar Two rules but those
that do must do so on a consistent basis.
Many governments, including the UK, are
currently working towards implementation
for accounting periods beginning on or
after 31 December 2023.

In the UK, HMRC published draft
legislation in respect of the implementation
of an income inclusion rule in July 2022.
The UK’s ‘multinational top-up tax’ will
operate as a new tax, separate from the
existing corporation tax regime. The draft
legislation covers scope, determination of
covered taxes and the tax base for the
effective tax rate calculation, the
calculation of top-up tax amounts, and
administration. The UK government has
confirmed that a UK qualified domestic
minimum top-up tax will also apply
alongside the income inclusion rule. There
will be a later update on the undertaxed
profits rule, which will apply no earlier
than accounting periods beginning on or
after 31 December 2024.

The UK government approach is to
closely follow the OECD model rules. There
remain gaps in the UK’s draft legislation,
particularly in relation to areas where the
OECD is continuing its work, such as on
potential safe harbours. The draft
legislation includes powers for the
amendment of the UK rules to align with
the OECD framework, including any future
guidance or commentary published by
the OECD. Because UK legislative terms
and ordering have been used and these
differ from the OECD model rules, it is
hoped that HMRC will publish a ‘map’
cross-referencing the UK legislation to the
OECD model rules to help other tax
authorities as well as businesses.

A draft directive for the
implementation of Pillar Two in the EU
was published immediately after the OECD
model rules were released, but it has not
yet been possible to obtain the required
unanimous agreement from all 27 EU
member states, in particular due to current
objections from Hungary.

The five largest EU countries -
Germany, France, Italy, Spain and the
Netherlands - issued a joint statement in
September 2022 to say that they will
implement the Pillar Two rules directly
if unanimity cannot be reached for a
directive. This will be achieved through

domestic legislation. The Netherlands has
subsequently published draft legislation to
implement the income inclusion rule,
undertaxed profits rule and domestic
minimum tax rules.

An increasing number of other
countries are also in the process of
considering how to introduce the rules
into their domestic legislation and/or have
issued public consultations, including
Australia, Canada, Ireland, Hong Kong,
Japan, Malaysia, Singapore, South Korea
and Switzerland.

In respect of the US, the Biden
Administration legislative proposals to
amend the GILTI rules to align more closely
with the Pillar Two rules have not been
passed. Although the Inflation Reduction
Actincluded a corporate alternative
minimum tax of 15%, it does not apply on
the same basis and is not a qualified income
inclusion rule in Pillar Two terms. US
headed groups will be subject to overseas
income inclusion rules at an intermediate
holding company level where one exists,
with the undertaxed profits rule applying to
any remaining low-taxed profits, including
in respect of activities in the US itself.
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The Inclusive Framework
political agreement does
not require countries to
implement the Pillar Two
rules but those that do
must do so on a consistent
basis.

Qualified domestic minimum
top-up taxes

The OECD model rules allow for countries
to introduce domestic minimum top-up
taxes based on the Pillar Two rules.
Top-up taxes due in respect of any
low-taxed profits of a group’s entities
within that country would then be paid to
the local tax authority, rather than being
collected by other countries under either
the income inclusion rule or undertaxed
profits rule mechanisms. Qualified
domestic minimum top-up taxes are
perhaps expected to closely follow the
OECD model rules but it is not yet clear
whether any local country differences
will emerge.

The UK government has confirmed
that it will implement a UK domestic
minimum top-up tax for accounting
periods beginning on or after
31 December 2023. It will apply to groups
operating in the UK with global revenues
over the Pillar Two €750 million revenue
threshold, including those operating
exclusively in the UK. Other countries
are also exploring the introduction of a
domestic minimum top-up tax, including
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Australia, Canada, Hong Kong, Ireland,
Malaysia, the Netherlands and Singapore.

Development of safe harbours

For many businesses, the biggest
challenge will be compliance with the
complex new rules and collection of the
necessary data. The OECD has therefore
been working on the development of safe
harbours to limit the compliance and
administration burden for operations that
are likely to be taxable at or above 15% on
ajurisdictional basis.

Consideration is being given to the
use of country-by-country reporting data,
potentially on a temporary basis. The
final design of any safe harbours will be
reflected in an Implementation
Framework, due to be released by the end
of 2022.

Reporting process and
administration

Pillar Two will require a step-change for
in-scope businesses in terms of global tax
compliance - including understanding
the rules, collating data, performing

and processing the calculations,
understanding accounting treatments
and adjusting for changes in prior
periods, as well as filing additional Pillar
Two calculation returns and notifications.

The approach to reporting processes
and administration will be set out in the
OECD Implementation Framework due to
be released by the end of 2022, and will be
open to public consultation. A standard
template will be developed for an
‘Information Return’ which will include
information on: group members;
corporate structure; elections and
‘information necessary to compute’ the
effective tax rate for each country and
top-up tax allocated to each country/
group member. Comments from
governments indicate that the draft
return is lengthy and detailed. It will be
important for businesses to provide
feedback to assist in developing
streamlined approaches wherever
possible.

Administration will follow a similar
approach to that taken for country-by-
country reporting, with the ultimate
parent company filing the ‘Information
Return’ with its local tax authority, who
will then exchange the return with other
tax authorities where a qualifying
competent authority agreement is in
place. The deadline for filing the return
will be 15 months after the last day of the
accounting period, extended to 18 months
for a group’s first return.

Local registration and filing
requirements will also be required.

The UK rules include an annual short
domestic return to confirm entities’
UK top-up tax liabilities, to be filed with
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HMRC via a digital service outside of the
corporation tax return process. The filing
deadline will align with the group’s Pillar
Two ‘Information Return’. Following
consultation, top-up tax is to be paidin a
single instalment with the payment date
also aligned with the filing date for the
‘Information Return’.

Subject to tax rule

The political agreement also included a
‘subject to tax’ rule to allow developing
countries to deduct tax from payments of
intra-group interest, royalties and a
defined set of other payments. Countries
that apply nominal rates of tax below a
minimum 9% rate to such receipts will be
required to amend tax treaties on request
by developing countries. The taxing right
will operate as a top up to the minimum
rate of 9%. No further details have yet
been published by the OECD.

What's next?

There have undoubtedly been significant
developments throughout 2022 and the
pace is set to continue in December,

with updates expected from the OECD in
many areas, including the Pillar Two
Implementation Framework (including
safe harbours), Amount B, and digital
services taxes and other similar measures.
Countries are continuing to work on the
domestic implementation of the OECD
model rules for Pillar Two and more
countries are expected to release draft
legislation over the coming months. 2023
will be a key year for businesses to ensure
that they are ready to comply with the
rules as they begin to take effect in 2024.
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Changes to alcohol tax
Roll out the barrel

We examine the changes to the duty
structure for alcohol that are to be
introduced by the new Alcohol Duty Bill,
as well as the reduced rates for smaller
producers and low alcohol products.

by Alan Powell

any years ago, HM Customs
| \ / | and Excise’s Revenue Duties
Divisions found themselves
relocated from the South Bank of the
Thames to the south bank of the River
Irwell. There was an ongoing major
programme called the Excise and
Inland Customs Strategy to bring the

(mainly excise) control in line with then

best practice in indirect tax; namely,
systems-based controls.

In 1995, a key objective was to
replace the consolidated 1979 excise
duty Acts with a modern, simplified
and unified Act, encompassing all the
excise products (alcohol, tobacco and
hydrocarbon oil), their classification,
duty rates and simplified
administration. The project was
derailed when Labour took office in
1997 and had no legislative space for
such a big change.

However, a few years ago, Boris
Johnson’s government committed to a
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‘fairer’ alcohol tax system, free from the
constraints of EU law (which was largely
based on what had been UK law). There
was intense lobbying from the big
spirits industries for a lower spirits duty
rate, or equivalent taxation with other
alcohol products. This led to the Alcohol
Duty Review in 2020, and to a draft
Alcohol Duty Bill which when enacted
will repeal the Alcoholic Liquor Duties
Act 1979 and be the first of the excise
product taxes to be modernised.

The Alcohol Duty Bill

As an overview, the Alcohol Duty Bill
has a simplified structure and has
discarded otiose law that clutters up the
Alcoholic Liquor Duties Act 1979. It also
incorporates fragmented excise
legislation, such as duty drawback
provisions and alcoholic ingredients
relief to relieve excise duty on alcohol
used in soft drinks or food manufacture.
Alcoholic ingredients relief is currently

What's the issue?

The Alcohol Duty Bill planned for the
next Finance Bill will repeal the
Alcoholic Liquor Duties Act 1979 to
bring into effect a new alcohol duty
structure and replace archaic law.

What does it mean to me?

The new Act will make changes to the
duty structure for alcohol, moving from
product-specific duties and bands to
(nearly) a single duty on all alcoholic
products and a standardised series of
tax bands based on alcoholic strength.

What can | take away?

Aswell as a new duty structure, the
current fragmented law for approval of
alcohol producers will be much
simplified under a fairer uniform
‘drinks factory’ approval in a
modernised and simplified package.
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contained in Finance Act 1995 s 4.

‘Alcohol’ is defined succinctly as
‘ethanol’ but an alcohol product is not
subject to duty if it does not exceed
1.2% alcohol by volume. The alcohol
product classifications are identified in
the initial clause of the Alcohol Duty Bill
and specifically defined by reference to
a schedule. HMRC can change or add
classifications by means of regulations.

The historic definitions under the
Alcoholic Liquor Duties Act 1979 are
retained for spirits, beer, wine and
cider. However, the definition of
‘made-wine’, a confusing term, will be
changed to ‘other fermented products’,
which is also the heading of 2206 for
the Harmonized System for such
products.

What is really significant is that
under Chapter 5 of the Alcohol Duty
Bill, producers of all alcohols in duty
suspension may be authorised by HMRC
to produce and store any type of alcohol
‘under the same roof’ - what we called a
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‘drinks factory’ 30 years ago. An
authorised manufacturer of alcohol
products may also receive equivalent
bulk goods to package in the approved
premises (currently restricted to
brewers).

The ‘drinks factory’ will encompass
traditional distillers and maturation
processes, as well as the production of
gin or flavoured alcohol (‘rectifying and
compounding’) from high strength
grain neutral spirits. Currently, such
maturation and production has to take
place in a highly regulated excise
warehouse approved by HMRC either
under the Alcoholic Liquor Duties Act
1979 s 15 or the Customs and Excise
Management Act 1979 s 92.

This consequentially means that
there will no longer be the archaic
requirement for the licensing of
distillers, rectifiers/compounders of
spirits, wine producers and made-wine
producers. Similarly, the rectifying and
compounding of duty-paid spirits
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(e.g. to make gin outside duty
suspension) will no longer require a
licence or the ‘making of an entry’.

The details of the registration and
approval of alcohol producers will be by
regulations. According to HMRC, there
will be a single duty return for all
products that are released to home use
(i.e. at the duty point) and with the duty
‘deferment’ period for payment to be a
maximum of six weeks. (This is the
period for beer duty and will extend by
two weeks the current deferment period
for wine, made-wine and cider, and for
spirits released from an excise
warehouse.)

The potential fly in the ointment will
be any requirement for a deferment
guarantee, which spirits businesses in
particular may not be able to provide
due to cost of indemnifying the
guarantor. There will need to be an
option (as currently) to ‘pay on the day’
when goods are released for
consumption (or ‘brew by brew’ as it is
called in the beer regime).

Duty charge and rates

As is the case under the Alcoholic
Liquor Duties Act 1979, alcohol products
will be charged with duty when they are
produced in or imported into the UK
(subject to reliefs or exemptions for
qualifying products such as ethanol
used for scientific purposes). The
applicable rates of duty are set out for
all products in a schedule, except for
products that are subject to small
producer’s relief and relief for product
in draught (i.e. larger containers for use
in the ‘on’ trade), which are subject to
individual clauses.

The new alcohol duty rate and reliefs
will take effect in August 2023. There
still isn’t uniformity of tax treatment for
alcohol products but, overall, things are
much fairer. The structure is actually
fairly simple with four duty bands in
which rates for each product are to be
applied:

Alcoholby  Duty per litre of
volume alcohol in the
(ABV) product (LPA)
Under 3.5% £8.42

3.5%t0 8.5% The rates diverge:

e cideris £8.78

e beeris £19.09

« wine, other
fermented
products and

spirits is £22.50
£25.88
£28.74

8.5% to 22%
Over 22%
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‘Plain’ cider has a very significantly
lower duty rate than other products;
however, flavoured cider will still be
classified as a ‘made-wine’ and taxed at
that much higher rate. There will also
be transitional provisions for a period of
18 months to enable wine of fresh grape
between 11.5% and 14.5% ABV to adapt
to the strength-based system.

Draught alcohol relief

The Bill introduces a relief that applies to
all alcoholic products under 8.5% ABV
intended to be sold ‘on draught’. This
relief is relatively straightforward,
applying a small duty reduction on
products which, at the excise duty point,
are packaged in large draught containers
(minimum 20 litres capacity).

Small producer relief

The Bill also replaces and extends small
brewers relief with a small producer
relief that will apply to alcoholic
products under 8.5% ABYV, produced by
those making less than 4,500 hectolitres
of pure alcohol per year.

The provisions take up considerable
space in the Bill and the details are
complicated. All products under
8.5% ABV will be eligible; therefore
including beer, cider, flavoured cider
and other fermented products (and some

ready-to-drink spirits) but excluding
wine of fresh grape and full strength
spirits. The Treasury has indicated that
producers of ready-to-drink spirits made
from ‘bought in’ high-strength spirits
would already benefit from the benefits
of scale of the original large producer/
supplier, so may be excluded from small
producer relief. It will be taking views
from the industry.

Producers of all alcohols in
duty suspension may be
authorised to produce and
store any type of alcohol
under the same roof.

The other contentious element to
small producer relief is that all alcohol
production is to count towards the
maximum production (the ‘taper
calculation’), instead of each type of
product having access to the relief.

This means that a small brewer who
also produces spirits would have to total
all the litres of alcohol produced and
could exceed the taper.

Excise warehousing

Finally, it should be noted that the
excises warehousing regime provided
for by the Customs and Excise
Management Act 1979 s 92 (‘bonded
warehousing’) will not be changed
fundamentally, since excise warehouses
enable private and third party duty
suspension for all excise goods, not just
alcohol after production. Excise
warehousing is a crucial element of
alcohol, tobacco and, in particular,
hydrocarbon oils storage on import or
immediately after refining.

The changes won't be to everyone's
liking but if it’s not a wholly brave new
world, it’s a less timid one and generally
fairer and clearer. I'll drink to that!
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The golden dgﬁ‘e?
Enterprise zone

allowances

We revisit a case which looks at the viability of

enterprise zone allowance claims on the basis of

a ‘golden contract’.

by Keith Gordon

February 2020 issue of Tax Adviser,

I discussed the Upper Tribunal’s
decision in favour of the taxpayer in the
case of Cobalt Data Centre 2 LLP and Cobalt
Data Centre 3 LLP v HMRC. HMRC
appealed against the decision and the
case has now been heard by the Court of
Appeal ([2022] EWCA Civ 1422).

:[n my article ‘A golden contract’ in the

The facts of the case

At the heart of the case is a provision in
the Capital Allowances Act 2001 s 298,
which concerns expenditure on the
construction of a building situated within
an enterprise zone.

Enhanced capital allowances
(enterprise zone allowances) were
ordinarily available in respect of
expenditure incurred within ten years
of the site being included in the zone.
However, s 298 provided a slight
relaxation of this rule. Provided that the
expenditure was incurred under a
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contract entered into within that ten year
period (colloquially referredto asa
‘golden contract’), qualifying expenditure
could actually be incurred any time
within 20 years of the site first being
included within the relevant enterprise
zone. In other words, these golden
contracts effectively doubled the period in
which the favourable capital allowance
regime was available in enterprise zones.

The case concerns a site which, since
February 1996, was located within the
Tyne Riverside Enterprise Zone. Just a day
before the ten year period was due to
expire (i.e. in February 2006), a contract
was entered into between a developer
and a contractor in respect of the site.
Rather than specify a single development
project, the contract proposed various
options in relation to three different areas
on the site.

Subsequently, in accordance with a
clause of the 2006 contract, the entered
parties varied the nature of the work to

CAPITAL ALLOWANCES |

Key Points

What is the issue?

Enterprise zone allowances were
ordinarily available in respect of
expenditure incurred within ten years
of the site being included in the zone.
However, under the Capital Allowances
Act 2001 s 298, ‘golden contracts’
effectively doubled the period in which
the favourable capital allowance regime
was available in enterprise zones.

What does it mean for me?

The decision in this case looks as if it fully
vindicates HMRC'’s views that there is
only so far that one can stretch a golden
contract.

What can | take away?
The question of whether the golden
contract has been rescinded is not always

that relevant: what matters is whether or
not the revised contractual terms form
part of that contract or whether they are
the result of a fresh agreement.

be undertaken on the site. Furthermore,
in 2011, it was agreed that the
construction should now be of a data
centre for £54 million plus VAT instead of
what had been previously agreed, being
the construction of a semiconductor
manufacturing facility.

Shortly after this change, Cobalt Data
Centre 2 LLP (Cobalt) acquired an interest
in the project for £153 million. HMRC
argued that Cobalt’s expenditure did not
qualify under s 298.

The Court of Appeal’s decision
The case came before Lord Justice
Lewison, Lord Justice Newey and Lady
Justice Andrews. All three gave
judgments, although the main judgment
was given by Lewison LJ. Although all
judges reached the same conclusion, the
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reasoning differed slightly, with Newey L]
being in a minority.

Lewison L] disagreed with the first
limb of HMRC'’s case. HMRC had tried to
suggest that to qualify for allowances
under s 298, expenditure had to have
been something that the payer was
unconditionally obliged to pay under the
original ten year period. (This would
mean that the golden contract must
commit the payer to incur the
expenditure, even if the actual incidence
of the expenditure would arise outside the
ten year period.)

The judge felt that this was to put in
restrictions that were not found in the
legislation itself. Therefore, as argued for
by Cobalt, it was sufficient to show that
the expenditure was incurred under the
golden contract within the extended ten
year period: the golden contract itself did
not have to make that expenditure
inevitable.

However, as the judge made clear, the
actual expenditure had to be under the
original contract. For example, it would
not be appropriate for a golden contract to
lead to one building being constructed
(within the normal ten year period) and
then that contract purportedly varied ata
later date so as to lead to the construction
of a second building. That purported
variation, the judge said, would in fact
amount to a fresh contract (and, if made
outside the normal ten year period, would
not attract enterprise zone allowances).

Furthermore, the judge considered
the relevance of the parties’ subjective
intentions; i.e. whether their revised
agreement should be treated as a
variation of the original contract or a
wholly new agreement. Agreeing with
the Upper Tribunal, he held that those
subjective intentions were relevant to the
nature of any varied agreement. However,
disagreeing with the Upper Tribunal,
he held that they were not determinative:
instead, they would be relevant only in
borderline cases. It is for a court to decide
the categorisation of the parties’ revised
agreement. (In those few cases, such as
the present, where it actually matters, itis
ordinarily of little consequence for the
parties themselves as they would usually
be more concerned with their respective
rights and obligations under the revised
agreement and not the legal classification
of the change.)

As to how this applies in any
particular case will ultimately depend on
the precise circumstances and whether
the revised terms can be reconciled with
the previous agreement between the
parties. Referring to the facts of the
present case, the judge remarked that
‘a contract to construct a materially
different building on a wholly different
site and at a substantially different price
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... results in a new contract rather than a
variation’. That is what happened in this
case and therefore Lewison LJ allowed
HMRC'’s appeal.

Lord Justice Newey reached a similar
result but by a marginally different route.
Of particular interest was his conclusion
that a desire to fall within (or outside) a
particular tax treatment can be a relevant
determination when ascertaining the
parties’ subjective intentions. However,
on the facts of the case, the tax position
was considered not to be sufficiently
significant to justify a conclusion that the
revised agreement was merely a variation
of the original contract.

Lady Justice Andrews said that she
agreed with Lewison LJ. However, in a
short concurring judgment of her own,
she summarised the essence of the court’s
decision in the present case:

‘Since the developer was requiring the
contractor to carry out building work
which was wholly outside the existing
scope of the golden contract, for a
consideration not mentioned in that
contract, and on a part of the site not
covered by the works option which it
had already exercised, then if the
contractor agreed to do the work for
that price, in my judgment the correct
analysis is that they made a fresh
contractual bargain.

For these reasons, HMRC’s appeal was
allowed.

Commentary
This decision therefore looks as if it fully
vindicates HMRC’s views that there is
only so far that one can stretch a so-called
golden contract. However, HMRC'’s
victory is likely to be Pyrrhic. AsI
explained in my earlier article, specialists
who had been working in the world of
enterprise zones and their HMRC
(previously, Inland Revenue) counterparts
had long had a joint understanding that
would permit enterprise zone allowances
to be claimed in such circumstances. It
was only a change of HMRC'’s approach in
around 2011 that put the previous practice
in doubt. However, HMRC then sought
to apply its new (and now vindicated)
interpretation to prior expenditure.
AsTIsaid in 2020, there is something
unedifying about governments
encouraging expenditure to be incurred
(adisadvantaged area gets the desired
investment and the investor gets tax
relief) only for the tax relief to be
withdrawn retrospectively. Quite
sensibly, the taxpayers in the present
case launched judicial review proceedings
in order to preserve the benefit of the
previous HMRC position (irrespective of
its correctness in law).

At the previous hearing, the Upper
Tribunal allowed the judicial review claim
and that decision was not subject to further
appeal. As aresult, it looks as if the Court
of Appeal’s decision will be of benefit to
HMRC only in respect of those cases where
ajudicial review was not commenced or to
those cases (if any) where expenditure was
incurred after HMRC’s change of position
became known.

One of the interesting features of
this case is the fundamental difference
between the approach of the Upper
Tribunal and that of the Court of Appeal
and, in a similar vein, between the
respective approaches of the parties.
Accordingly, a lot of the arguments had
focused on the question as to whether
the golden contract had been rescinded
(i.e. on the assumption that the revised
terms were so different from those
previously agreed) so that the revised
agreement represented a new contract
altogether.

However, the Court of Appeal has
shown that matters are a little more
nuanced than that. As the court made
clear, the question of whether the golden
contract has been rescinded is not always
that relevant: what matters is whether or
not the revised contractual terms form
part of that contract or whether they are
the result of a fresh agreement. Even in
the latter scenario, the original contract
might continue in effect.

What to do next
Advisers with similar enterprise zone
allowance cases will, of course, realise
that the Court of Appeal’s decision means
that the allowances are not strictly
available. However, they should first
ascertain whether their clients are
protected by judicial review proceedings.
The court’s decision will also be
relevant if new legislation is ever
introduced to replicate the enterprise
zone rules. However, at the time of
writing (shortly before the 17 November
Autumn Statement), the fate of the
proposed investment zones lies somewhat
in the balance.
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Which way

are we headed?
The IR35 hokey cokey

The IR35 rules have always been complex but

the back and forth changes in recent months are
unprecedented. We take a look at where we are
now — and a brief explanation of how we got here.

by Matt Parfitt

What is the issue?

Then Chancellor Kwasi Kwarteng’s
announcement in the ‘mini budget’
on 23 September that the off-payroll
working reforms were to be scrapped
from April 2023 took most of us by
surprise. They were followed almost
immediately by Jeremy Hunt’s
reversal to the April 2021 position.

What does it mean for me?
This article attempts to clarify the
position as it stands at the time of
writing, as well as explaining how
we got here and where we could yet
go regarding this complex and
controversial legislation.

What can | take away?

Taking the time to accurately assess
engagements and consider an
appropriate approach to the rules
holistically may end up more than
paying for itself.

e rules relating to off-payroll
| working and IR35 have long been a
contentious issue for self-employed

(or not) contractors and, more recently,
organisations utilising their services.
This is truer than ever in recent months,
following the farce of the ‘mini budget’
and some misleading information in the
public domain.

In this article, I attempt to clarify the
position as it stands at the time of writing
- as well as explaining the hokey cokey
legislative dance behind how we got here
and where we could yet go regarding this
complex and controversial legislation.

2000: Intermediaries legislation
The intermediaries legislation was first
mentioned in a 1999 Inland Revenue press
release named ‘TR35’ - which was how it
was known colloquially when it became
law in 2000. It was introduced to combat
the growing issue of contractors
(particularly in IT) working through
their own limited company in order to
prevent an employment relationship with
an organisation using their services,
even if they were ostensibly working in an
identical manner to their employed peers.
In addition to the genuine flexibility
and apparently reduced employment
rights, there was a motivation for
employers to be complicit in such
arrangements due to the NIC savings. A
personal service company (PSC) avoided
PAYE withholding and Class 1 NIC for
both the contractor and the engager. The
contractor could structure their affairs in
amore tax and NIC efficient manner by
taking a small salary (up to the NIC
primary threshold) and dividends, as well
as potentially claiming relief on
commuting costs and other expenses to
which an employee would not be entitled
(this was stopped more recently). Some
would even pay a small salary to an
otherwise non-earning spouse in order to
utilise their tax-free personal allowance.
The original IR35 legislation required
contractors operating through a PSCto
self-assess their deemed employment
status by reference to a hypothetical
contract existing between the contractor
and the engaging entity. They were
required to ignore the existence of the
PSC and look through the contractual
arrangements to determine the substance

of the arrangement and whether the
relationship between the contractor and
engager was akin to employment.

As the tests for what constitutes an
employment relationship are based upon
amyriad of case law, this was a highly
complex and subjective test, despite
HMRC'’s supporting guidance and later
its online tool to check status (which had
severe limitations, including the ease by
which it could be manipulated).

The more artificial arrangements
would no longer be effective under the
new legislation. Those contractors
genuinely operating as a business for
commercial reasons and the flexibility of
working as a self-employed consultant
were technically unaffected. However,
honest and compliant contractors were
being tarred by the same brush so
unsurprisingly IR35 proved unpopular
with almost all contractors. Ignorance
of the new rules or more deliberate
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non-compliance led to numerous
challenges from HMRC, which took up a
lot of resource for limited success.

During this era, the standard advice to
organisations engaging with contractors
was that there was no tax risk to them
aslong as there was a genuine B2B
relationship with a (UK) PSC. However,
organisations had to be wary of additional
future legislation which could potentially
interact with some arrangements,
including the 2007 managed service
companies (MSC) legislation and the 2014
‘offshore intermediaries’ legislation, which
strengthened the host-employer rules.

Later, the much maligned 2019 loan
charge was a particular challenge for
contractors using some umbrella company
arrangements. A detailed discussion of
these other legislative regimes and their
interaction with IR35 is beyond the scope
of this article and would not make light
reading.
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2017: Public sector responsibilities
April 2017 saw the introduction of new
legislation building upon the existing
provisions in Income Tax (Earnings and
Pensions) Act (ITEPA) 2003 Part 2
Chapter 8. The new ITEPA 2003 Chapter 10
legislation was known as the off-payroll
working rules but the term ‘IR35’
continued to be used. It only applied to the
public sector and primarily changed who
was responsible for assessing the deemed
employment relationship. Where the
engager was a public sector body, that ‘end
client’ was obliged to assess status and
inform the contractor of the result. If the
engagement was deemed to be an
employment (‘inside IR35’) then the end
client (or the entity paying the fee to the
contractor and their PSC) was required to
operate PAYE on related payments to the
contractor or their PSC.

Failing to assess IR35 status accurately,
or to operate PAYE correctly where
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necessary, would result in the end client
being responsible for any under-
withheld PAYE and NIC. However,
instead of undertaking balanced and
accurate assessments, public sector
bodies took a more prudent approach to
compliance. Numerous contractors
were deemed to be inside IR35 when
they should perhaps have been outside
if accurately assessed. Worse, many
organisations deemed all of their
contractors as inside IR35, regardless of
the facts, or simply putin place a ban on
working with PSCs outside of PAYE.
This wasn’t helped by the revamped
HMRC tool now known as Check
Employment Status for Tax (CEST),
which appeared to give over-prudent
results, did not give an answer on
borderline cases when certainty was
most needed, and failed to take into
account the concept of (the potential lack
of) mutuality of obligation (MoO).
Additionally, results from the short
questionnaire were easily modified by
simply changing the answers.
Contractors completing CEST would
often obtain a different result than an
end client. The statutory right of appeal
for contractors was perhaps another
reason that many organisations
completely blocked PSC engagements.
The expanded legislation was widely
seen by many as a stepping stone to roll
out the reforms to the private sector.

2020: Plans to expand to the
private sector
It was announced that in April 2020 the
off-payroll working reforms would be
expanded to the private sector. To
combat concerns about the compliance
burden, the rules would only apply to
medium and larger businesses. This led
to more complexity regarding defining
a small business and the transition from
small to ‘not small’ and vice versa.

The updated legislation also
introduced some changes to Chapter 10
which would impact the public sector as
well. The legislative right for a contractor
to appeal was tweaked and some
ambiguous transfer of liability provisions
were introduced, as well as the need to
exercise ‘reasonable care’ on assessment.

Similar results emerged in the private
sector as had previously been seen in
the public sector: rationalisation of
contractors and blanket bans. There was
also a growth in the use of umbrella
company arrangements, often opaque
or even unknown to the end client.
HMRC issued increasing warnings about
non-compliant arrangements and
guidance for end clients to undertake
appropriate supply chain due diligence to
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avoid liabilities for non-compliance being
passed up the supply chain.

Many businesses appeared to struggle
with the issue of even identifying what
contractors they used. The common
business practice was highlighted of
limiting headcount by using a contractor
as a pseudo-permanent member of a
department, thereby raising the question
of whether they should be treated as an
employee. Other ambiguous scenarios
included the use of outsourced services or
‘Statement of Work’ contractors. At what
point is an outsourced service actually a
supply of labour and personal service
needing to be assessed for IR35? Is it when
the same individuals spend significant time
delivering the service, or when they are
named, perhaps vetted or requested by
name by the end client?

Another key challenge was
understanding how far to go regarding
supply chain due diligence. Was it sufficient
to take an agency’s word that there were no
PSCs further down the chain or that PAYE
was being operated? Businesses were
baffled due to the uncertainties in the rules
and the insufficient published guidance,
although this has been expanded since.

When the Covid-19 pandemic arrived,
the expansion of the rules to the private
sector was delayed by one year. This was
universally welcomed and gave businesses
more time to prepare, albeit it is doubtful
whether many used the time to do so with
other priorities taking their focus. The
legislation took effect from April 2021.
HMRC did offer a ‘light touch’ approach to
compliance during the first year.

September 2022: The Liz Truss
curveball

More recent events have caught most of
us by surprise. Even with Liz Truss saying
that she wanted to review IR35, I don’t
think many were expecting the curveball
announced by the then Chancellor Kwasi
Kwarteng, who announced in the ‘mini
budget’ on 23 September that the
off-payroll working reforms were to be
scrapped from April 2023.

Most businesses appeared to welcome
the news, although some were likely
irritated by the now irrelevance of all the
hard work they had put in to be compliant.
HMRC was perhaps somewhat confused
and silent on the issue. Many questioned
the opportunity for contractors to evade
tax, as well as the impact on the Criminal
Finances Act 2017 and the corporate
criminal offence of failing to prevent the
facilitation of tax evasion.

Many contractors took to social media
to herald the death of IR35. Thiswas a
potentially misleading statement, however,
as it was only the 2017 and 2021 changes -
i.e. Chapter 10 - that were to be repealed.
Aswe understood at the time, the original
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Chapter 8 rules would still apply from
April 2023, meaning that contractors would
again have the obligation to assess their
own IR35 status. This would mean that the
risk moved back to contractors and threw
up a number of questions, including how
HMRC would regard an arrangement
suddenly flipped from being seen as inside
IR35 to outside IR35. Regardless, the
conjecture was short lived and we didn’t
have long to consider these questions.

October 2022: The next swift U-Turn
By 17 October, Jeremy Hunt was Chancellor
and announced the reversal of much of the
mini budget announcements of his
predecessor. This included the repeal of the
IR35 changes and hence we were back to
the April 2021 position. At the time of
writing, the expanded IR35 rules continue
to place the onus on end client engagers in
the public sector and also in medium and
large private sector businesses to assess the
IR35 status of the PSC contractors in their
supply chain.

So what does this mean?
It’s possible that there could be another
reversal, but the political damage of
constant flip-flopping on policy, combined
with the fact that such a move would be
expected to increase the budget deficit even
further, probably makes that unlikely in
the immediate future. For now, the
April 2021 legislation continues to apply.
The main thing for organisations and
contractors is to keep calm and carry on.

However, there could be some tweaks
around the edges of the legislation and
supporting guidance. Business might
welcome more certainty regarding the
widely drafted transfer of liability
provisions, how this applies to outsourced
or contracted-out services, and more
complex supply chains. We continue to
have a regime which requires end users to
assess status, often without full visibility of
all of the facts applying to a contractor and
their PSC. They may be forced to make
assumptions or rely on potentially
misrepresented facts by the contractor or
agency. And CEST continues to have
serious flaws and provide false assurance.

One argument often made about IR35
is that it is only necessary because the UK
tax regime differentiates between the
employed and self-employed. Another
challenge is the sheer complexity and
ambiguity of status case law. A statutory
employment test or an alignment of the tax
treatment for employed and self-employed
hasbeen ruled out but is perhaps
something that a future government might
revisit. In my view, this is an area which
needs to be properly reviewed and
simplified.

Regarding HMRC’s approach going
forwards, we will have to wait and see how

itenforces IR35 compliance but any
organisation taking a laissez-faire
approach would be well advised to rethink
and ensure that they take the rules
seriously.

Be aware that some agencies don'’t fully
understand the rules or are deliberately
vague about the use of PSCs further down
the supply chain. For anyone entering into
agency and Statement of Work contracts,
the importance of supply chain due
diligence cannot be underestimated.
Contracts are often unfortunately drafted,
which can lead to the engagement being
directly between the individual and the
engager, instead of a B2B contract with the
PSC or agency. I would also urge any
organisation with a policy that prohibits
the use of PSCs to consider whether this is
the right approach. This could actually
increase the risk of non-compliance by
driving PSC use underground. A ban on
PSCs could also lead to the mistaken belief
that appropriate governance and controls
in this area are not required.

Any public or private sector
organisation must consider how to assess
arrangements in scope of the off-payroll
working legislation, whether knowingly
entered into or due to indirect PSCs in the
supply chain. Using HMRC'’s CEST is likely
better than doing nothing and constitutes a
valid Status Determination Statement (SDS)
but you should also consider its limitations.
There are also commercial status
assessment tools in the market which could
be a good option but need to be well
researched and understood.

Specialist external professional advice
can be an option, both in terms of assessing
individual arrangements and regarding the
suitability of existing policies, processes
and governance. Whatever the chosen
route, taking the time to accurately assess
engagements and consider an appropriate
approach to the rules holistically may end
up more than paying for itself. Regardless
of what the future may hold, one thing is
certain: IR35 remains a great example of
the complexity and ambiguity in the UK tax
system, the challenges for businesses in
complying, and the challenges for HMRC
in enforcing compliance.
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The impact on traders
with lower profits

What is the issue?
From 2022/23, self-employed individuals
with profits falling between the small
profits threshold and lower profits limit
benefit from Class 2 NICs ‘treated as paid’.
Those with profits below the small profits
threshold may need to make voluntary
Class 2 NICs to secure a qualifying year.

What does it mean for me?
Traders may wish to understand whether
they can bring their profit level over the

small profit threshold.

workers was increased to align with the Class 2 NICs are important for the

personal allowance. For the self-employed, | self-employed, as they are the

this change resulted in an annualised determining factor for having a

lower profits limit (the point at which both ‘qualifying year’ for state pension

Class 4 and Class 2 NICs becomes payable) entitlement and contributory state

of £11,908 for the 2022/23 tax year, but this benefits.

will follow the personal allowance from The effect of the Spring Statement

2023/24 onwards. changes for self-employed individuals is
With all of the above, it is easy to as follows:

overlook a lesser discussed change that ® Situation A: Those with tax adjusted

came out of the Spring Statement relating profits over the lower profits limit
National Insurance contributions to Class 2 NICs for lower earning (£11,908 for the 2022/23 tax year and
(NICs). Following Rishi Sunak’s Spring self-employed individuals. For these in line with the personal allowance in

Statement, in April 2022 we saw the rates of | purposes, ‘self-employed individuals’ future years) will be required to pay

both Class 1 and Class 4 NICs increase by means sole traders and individual partners Class 2 NICs as normal, at a rate of

1.25 percentage points as a precursor tothe | in partnerships. In the government’s Spring £3.15 per week.

(now abandoned) Health and Social Care Statement document, the measure was ® Situation B: Those with tax adjusted

Levy. The rates were then brought back described as follows: profits below the lower profits limit,

What can | take away?
A trader’s overall tax position should
always be borne in mind, as should their
potential access to NI credits already
given under the benefits system.

:[ thasbeen a busy year for changes to

down again following Kwasi Kwarteng’s

September 2022 ‘Mini Budget’ - one of the

few measures not reversed by his
replacement, Jeremy Hunt! For the
self-employed paying Class 4 NICs on an
annual basis, the rate has been set atan
averaged 9.73%.

Planted in the middle of the rate
changes, in July 2022 the National

Insurance payment threshold for employed
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‘The government is also taking steps to
ensure that self-employed individuals
with lower earnings fully benefit. Spring
Statement announces that from April
2022 self-employed individuals with
profits between the small profits
threshold and lower profits limit will
continue to build up National Insurance
credits but will not pay any Class 2 NICs.

but more than the small profits
threshold (£6,725 for the 2022/23 tax
year), will not be required to pay
Class 2 NICs, but will be treated as
having paid Class 2 NICs for the year.
(We discuss below exactly what is
meant by this.)

Situation C: Those with tax adjusted
profits below the small profits
threshold will not be treated as
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having paid Class 2 NICs, so may
need to pay voluntary Class 2 NICs
(at the same rate of £3.15 per week)
if they wish to maintain their
entitlement to contributory state
benefits.

Consequently, those with the very
lowest profits (situation C above) will
potentially need to pay voluntary Class 2
NICs if they are to secure a qualifying
year for National Insurance purposes,
whereas a person with slightly higher
profits, up to £11,908 (situation B), will
not need to pay anything to have a
qualifying year.

So what could this mean in practice?

TAXADVISER | December 2022

National insurance: ‘credits’
versus ‘treated as paid’

As noted above, the Spring Statement
documents all referred to National
Insurance ‘credits’. However, the National
Insurance Contributions (Increase of
Thresholds) Act 2022 s 3(2) sets out the
intention that those with profits below
the lower profits limit will be treated as
though they had paid Class 2 NICs. This is
actually quite different to receiving a
National Insurance credit.

Note that the legislation referenced
above merely provides that the Treasury
may make provision that a person with
profits under the lower profits limit is
treated as having made Class 2

7

contributions, and that these regulations
can apply with retrospective effect to no
earlier than 6 April 2022. The regulations
themselves have not yet appeared.

What are National Insurance
credits?

There are two types of ‘National
Insurance credits’: Class 1 NI credits and
Class 3 NI credits. They are available in
certain circumstances where people are
not able to work or might only have a
limited ability to work; and where they
receive certain means-tested benefits
(including working tax credit). The type
of credit received will dictate the benefit
that the recipients will obtain:
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Class 1 NI credits count towards state
pension entitlement and some other
state benefits.

Class 3 NI credits count towards state
pension entitlement only.

A list of the different circumstances
qualifying for each type of National
Insurance credit is available on GOV.UK
(see bit.ly/3TTmNNE).

What is National Insurance ‘treated
as paid’?

The concept of National Insurance being
‘treated as paid’ was already in existence
for Class 1 NICs. Employees earning over
the lower earnings limit but beneath the
primary threshold are treated as having
paid Class 1 NICs without actually having
to physically make a payment.

The concept now being introduced for
Class 2 NICs purposes is broadly similar.
However, it could be argued that the
opportunity to fall inside or outside the
band in which it applies (between the small
profits threshold and the lower profits
limit) depends on rather more subjective
principles, since the calculation of taxable
trading profit relies on certain decisions
being made relating to allowable
expenditure and tax adjustments.

It is worth pointing out here that
chargeability to Class 2 NICs is aligned with
the profits as chargeable to income tax
under the Income Tax (Trading and Other
Income) Act (ITTOIA) 2005 Part 2 Chapter 2.

How is profit calculated?

Consider an individual who has gross
self-employed income in excess of the
small profits threshold, but where after
expenses and tax adjustments their net
profit falls below the threshold. In this case,
it can be easy to see that the trader might
question whether it would be sensible not
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to claim all of their business expenses on
the tax return. In doing this, the trader
might be able to ‘engineer’ a higher profit
figure for the purposes of the tax return
and, by extension, qualify for Class 2 NICs
treated as paid. But is this sort of profit
engineering legitimate or permissible?

ITTOIA 2005 s 25 says that profits of a
trade must be calculated in accordance
with generally accepted accounting
practice (UK GAAP).

Under UK GAAP, the accounts must
be a true reflection of the financial
performance of the business. Therefore,
assuming that we are dealing with a trader
who is not using cash accounting or the
trading allowance, it seems that a trader
cannot decide not to declare business
expenses simply to inflate the taxable profit.
So is there anything else to consider?

Review tax adjustments

It can be the case that tax adjustments for
private use are carried forward each year
with little consideration given as to whether
the position might have changed. It might
therefore be advisable, when a trader
prepares their 2022/23 accounts, to give
these adjustments some renewed attention
to ensure they continue to be realistic and
supportable.

Another thing to bear in mind is that
traders do have a choice when it comes to
capital allowances. Might the trader be
better off disclaiming allowances?

Of course, care would need to be
taken for any newly acquired plant and
machinery, bearing in mind that if the
annual investment allowance is not
claimed in the year the expenditure is
incurred, the trader will not be able to
claim the 100% deduction in later years,
and would only be entitled to less generous
writing down allowances. This may or may
not be in the trader’s favour depending on

the overall circumstances in both current
and future tax years.

Alternative ways of calculating
taxable profit
What other ways might there be to
legitimately increase the profit figure on
the self-assessment return? There are a
few other options to consider:

a possible switch to cash basis

(or vice versa to accruals basis);

the use of simplified expenses; and

claiming the £1,000 trading allowance.

Use of the cash basis

Under the cash basis (see ITTOIA 2005
Chapter 3A Part 2), income and expenses
are only recorded when actually paid and
received. This could provide the trader
with the opportunity to plan purchases or
delay paying bills until just after the year
end so that the expense falls into the
following tax year.

In addition, a trader who uses the
cash basis of accounting is restricted to
£500 of allowable finance costs. This
restriction to finance costs may prove
beneficial to the trader if their actual
finance costs are higher than this and
they are hoping to legitimately increase
their taxable profit for Class 2 NICs
purposes.

Once a trader has elected to use the
cash basis of accounting, then they must
generally continue to do so unless they
have a commercial reason to return to the
accruals basis (or the level of their
turnover exceeds the permitted turnover
limits). There are also transitional rules
that apply on entering the cash basis.

Use of simplified expenses
Simplified (or fixed rate) expenses (see
ITTOIA 2005 Chapter 5A Part 2) mean that
traders are able to make certain flat rate
deductions for three key categories of
business expense:

motor vehicles;

use of home for business purposes;

and

private use of business premises.

Using these could be of use to a trader
whose actual expenses exceed the flat rates
allowable under the simplified method.

As a reminder, simplified expenses cannot
be used for motoring expenses if capital
allowances have already been claimed in
respect of a particular vehicle. Further, if
simplified expenses are used in respect of
a particular vehicle, then the trader must
stick with that approach for the duration of
that vehicle’s use in the business.

Use of the trading allowance

Another way that a lower income trader
might legitimately create a higher taxable
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WINDOW CLEANER TIMOTHY:
CHOOSING WHETHER TO CLAIM
TRADING ALLOWANCE

Timothy is a window cleaner who lives in England and makes
his accounts up to the 5 April each year. His turnover for the year
ending 5 April 2023 is £8,000 and his total business expenses are £2,500. After tax

<

adjustments of £200, Timothy’s taxable profit is £5,300 — below the small profits threshold.

He also inherited two rental properties in 2021. The profit from his property business is

£12,700 for the year ending 5 April 2023.

Timothy wants to know if he would be better off claiming the trading allowance to
bring his trading profit above the small profits threshold.

Claim for trading allowance

£

Trading income (8,000 less frading allowance) 7,000
Property income 12,700
19,700

Less: Personal allowance (12,570)
Taxable income 7,130
Income tax at 20% 1,426

In this case, Timothy’s level of profit will fall within the small profits threshold and lower
profits limit. Therefore, Class 2 NICs will be treated as paid, without him having to actually

make a payment.

No claim for trading allowance

£

Trading income (under usual principles) 5,300
Property income 12,700
18,000

Less: Personal allowance (12,570)
Taxable income 5,430
Income tax at 20% 1,086

In this case, Timothy would pay less income tax overall, but his profits would fall below the
small profits threshold. He would therefore need to make voluntary Class 2 NICs to ensure
that he had a qualifying year for his National Insurance record. Taking Timothy’s combined
income tax and voluntary Class 2 NICs liability (£3.15 x 52 = £164), his total liability for the
year is £1,250, compared to £1,426 where a claim for the trading allowance is made. In this
case, Timothy is better off accepting that his profits are less than the small profits threshold
and paying voluntary Class 2 NICs contributions to secure a qualifying year.

PODCAST AVAILABLE

Interview with Susan Ball

Angela Partington interviews
Susan Bell, president of the CIOT, about
her role: https://spoti.fi/3UozX5N

profit figure is by making use of the
trading allowance (see ITTOIA 2005
Chapter 1 Part 6A).

This might be an option where the
allowable expenses and tax adjustments
are more than £1,000. By claiming partial
relief of the trading allowance, the trader
is only allowed a flat deduction of £1,000
against their gross trading income,
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meaning a higher taxable profit where
their actual expenses are greater than
this.

The bigger picture

Of course, when thinking about any of the
above methods to increase the trader’s
profit so that it falls between the small
profits threshold and the lower profits
limit, consideration must be given to the
trader’s other income. It could be
counterproductive to secure a saving of
Class 2 NICs (by removing a trader’s need
to make voluntary contributions), but then
face an even higher income tax liability
overall.

NATIONAL INSURANCE |

e Benefits claimants

As always when advising those on lower
incomes, it is important to bear in mind
any interaction that planning might
have with benefits entitlements.

As already discussed above, if a trader
is receiving means-tested benefits
(including working tax credit or universal
credit), then they may also be entitled to
Class 1 or Class 3 NI credits. Traders in this
situation will be less likely to be concerned
about securing Class 2 National Insurance
‘treated as paid), as they might already have
a ‘qualifying year’ for National Insurance
purposes.

It cannot, however, be assumed that a
trader with low profits will be otherwise
receiving means-tested benefits that will
provide Class 1 or Class 3 NI credits. For
example, a trader might have low self-
employed profits and low levels of overall
income but have a wealthier partner,
which may mean they are ineligible for
means-tested benefits based on their
household income. This trader’s priority
may be to ensure they are still entitled to a
full state pension on retirement and so will
be very keen to ensure that they have a full
contribution record.

It is worth remembering that child
benefit claimants will also be entitled to
Class 3 NI credits, unless they elect for the
credits to be allocated to another family
member providing childcare as ‘specified
adult childcare credits’. Indeed, on the
flipside you might be dealing with a trader
who is entitled to claim specified adult
childcare credits if they provide care for a
related child under the age of 12, and the
person who claims child benefit for that
child does not need the associated NI
credit. These are all potential areas to
explore before considering the Class 2
NICs position.

In summary

It is probably safe to say that in the grand
scheme of tax savings, spending a lot of
time looking at this issue is unlikely to be
terribly high priority for many advisers.
However, it is useful to highlight these
changes to Class 2 NICs as, for some
traders, ensuring they have a qualifying
year for NI purposes is important.

Name: Antonia Stokes
Position: Technical Officer
Employer: Low Incomes Tax
Reform Group

Contact details: astokes@litrg.
org.uk

Profile: Antonia Stokes is a chartered tax
adviser and member of STEP. Particular

areas of interest include the taxation of savings
and property income, pensions tax issues,
National Insurance for employees, and tax
issues connected with bereavement, including
trusts and estates.
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It's time to complete your o
2022 Annual Return. @

Don’t get caught out.
Stay compliant.

Chartered
Institute of
Taxation.

All members (excluding those who are students or fully retired) are required
to complete an Annual Return confirming their contact and work details, plus
compliance with legal and membership obligations such as:

» Continuing Professional Development

e Anti-Money Laundering supervision

e Professional Indemnity Insurance.

Please check that you have completed your return before the deadline of 31
January 2023 by logging on to the Members portal (https://pilot-portal.tax.org.uk)
then click on the banner ‘Annual return 2022 now open'’.

Or you can navigate to Secure area/Members Area/Compliance/Annual Return and select 2022 Annual Return.

STEP BY STEP GUIDE TO COMPLETING
YOUR 2022 ANNUAL RETURN
1. Login 2. Portadl 3. Submit

On the ATT or CIOT website To access your account on Click on the banner
click ‘Login’ located in the top the portal please use your: ‘Annual return 2022
right corner of each home e member number now open’.

page. e email address

www.tax.org.uk

Portal

Chartered
. Institute of Enter your search term..

Taxation.

LogIn
Student / Membership Number

www.att.org.uk

Password

The leadina orofessional bodv for those

Questions on how to complete the form? Please see our FAQs:
https://www.tax.org.uk/annual-return-guidance | https:/www.att.org.uk/annual-return-guidance.

31January 2023 is the deadline for submission. Failure to complete an Annual Return is contrary to
membership obligations and will result in referral to the Taxation Disciplinary Board.
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What is the issue?

In cases of separation and divorce

of individual parties, a financial
provision order may require detailed
capital gains tax analysis
accompanied by computations from
an independent tax expert. In order
to calculate the likely tax burden on
personal assets that require disposal,
anumber of questions need
clarification.

What does it mean for me?

The Court’s Procedure Rules must be
adhered to when this information is
provided by the expert.

What can | take away?

The provision of such capital gains
tax calculations to the court entails
an in-depth understanding of the
parties’ assets with adjunct latent tax
problems.

uring a marriage ceremony,
D we are likely to have heard the

phrase: ‘...let no man put
asunder’. Following the Covid
lockdown, it may have been that many
couples spent too much time together
and this is leading them to separate
and divorce. Currently, the new rules
on ‘no fault divorce’ as detailed in the
Divorce, Dissolution and Separation
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Separation

CAPITAL GAINS TAX |

and divorce
Let no CGT put

asunder!

We consider the complex issues that impact
the calculation of capital gains tax on property
in cases of separation and divorce.

by Jon Golding

Act 2020 came into force on 6 April
2022, allowing for new legislation that
avoids the acrimony associated with
the previous rules. Note that new
terminology applies now so that a
‘decree nisi’ is termed a ‘conditional
order’ and a ‘decree absolute’ is a ‘final
order’.

Whilst this is very welcome after
years of campaigning by many, it still

does not avoid the cost associated
with the financial negotiations that
follow the decision to part. In this
regard, there has always been
‘negotiation’ as to assets held by each
party and the values of those assets in
financial remedy proceedings before
the Court’s Family Division. One of
the areas that will be addressed is the
capital gains tax that would be
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payable by each party on assets
(commercial and private property,
shares, etc.) they each hold should the
assets need to be liquidated. The
Finance Bill 2022/23 has been issued
with draft capital gains tax changes
expected to apply from 6 April 2023.

There are additional
matters requiring
clarification by advisers
which may affect the
subsequent calculations.

It is common for a capital gains
tax specialist, when provided with the
relevant information, to calculate the tax
that would be due, the payment date and
any possible mitigations of that amount of
capital gains tax. Also, when advising the
court of the findings, reference must be
made to the Court’s Procedure Rules:
Practice Direction 25B with special
attention paid to para 9.1. Invariably, the
capital gains tax specialist will require
answers to many seemingly mundane
and irrelevant follow-up questions on
assets held by the parties!

However, to get a clear picture and
hence the correct capital gains tax
liability of the applicant (formerly the
petitioner) and respondent for the court,
this process must be accomplished (see
Example: Gina - issues to consider).

Preliminary capital gains tax

issues

There are additional matters requiring

clarification by advisers which may affect

the subsequent calculations:

® Estimated deductions for costs of sale
- say, equal to 3% of the value in
respect of all properties to be included
in the calculations - are normally
included.

® The mortgages and loans outstanding
on the properties are deemed not to
be part of the capital gains tax
computations (see CG12706) and
therefore are not included.

® Hasany part of any of the properties
been used exclusively for business
purposes at any point and therefore
attract certain capital gains tax
reliefs?

® Have there been any capital
enhancement costs in respect of any
of the properties?

® Provide any details of capital losses
of the couple to set off against any
capital gains liabilities.

® The value of any foreign property.

46

® Ifthe yearly income of the two parties
in the tax year exceeds the personal
tax allowance and the basic rate
band, this will result in the parties
being charged to capital gains tax
at the higher property rate of 28%
and not the lower rate of 18%.
Also, assets other than property
(e.g. shareholdings) may be subject to
10% or 20% capital gains tax.

® Theindividuals’ capital gains tax
annual exemption of £12,300
(2022/23) each may be deducted
in these computations. Following
the Autumn Statement, the
allowance will be reduced to £6,000
in 2023/24 and to £3,000 in 2024/25.

Mitigating the capital gains tax
The capital gains tax adviser may also be
asked to address possible methods of
reducing the amount of capital tax due and
to advise on the likely effects of any
mitigation on the amounts of tax due.

Transfers between spouses and
civil partners

The Taxation of Chargeable Gains Act
(TCGA) 1992 s 58 provides that where
spouses are living together, transfers of
interests in assets from one to the other
that are chargeable to capital gains are
deemed to take place on a ‘no gain/

no loss basis’. Effectively, the
transferee obtains the asset for the
same base cost for which the transferor
acquired it.

From 6 April 2023, following
government acceptance of a
recommendation from the Office of Tax
Simplification, s 58 is amended to include
sub-sections (1A) and (1B), ensuring that
this applies where the disposal is made
while the parties are married or are civil
partners and are living together.

Transfers between spouses and
civil partners ceasing to live
together

By virtue of TCGA 1992 s 286(2), whilst
the couple remain married, the two
individuals are ‘connected persons’ and
market value is used. From 6 April 2023,

EXAMPLE: JIM AND CHARLES - CEASING
TO LIVE TOGETHER

Jim and Charles, a couple in a civil partnership, separate in the year ending 5 April 2023.
Barring the earlier issue of the final order (previously decree absolute) or a court
order dissolving or annulling their partnership, then assets may be transferred
between them until 5 April 2026.
This extension is a welcome change as the Family Courts throughout the country
currently have substantial delays.
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EXAMPLE: GINA - ISSUES TO CONSIDER

Gina (the applicant) owns 50% of a property in Rome. Gina’s brother in Italy owns the
other 50% of the property. The property was owned originally by their mother who died
on 25 June 2017 and is now valued at €500,000.

The shared discount on the property of 10% to 15% in market value where a
property is owned jointly as tenants in common must be taken into account.

Any pound to euro exchange rates must be calculated at the spot rates on the
appropriate dates.

An original death valuation in June 2017 was made at €335,000. In Italy, if a
property has been owned for more than five years, there is normally no Italian
capital gains tax payable. Gina’s domicile and UK residence position should also be
addressed prior to undertaking the capital gains tax calculation.

s 58(1C) provides for a transfer of assets
on a ‘no gain/no loss basis’ whilst the
parties are married or civil partners but
have ceased to live together, when the
disposal is made before the earlier of:

a) thelastday of the third year of
assessment after the year of
assessment in which the parties
ceased to live together (see Example:
Jim and Charles); or

b) the day on which a court grants
the order or decree for the parties
divorce, annulment of their marriage,
dissolution or annulment of their civil
partnership, judicial separation, or
their separation in accordance with a
separation order.

Additionally, from 6 April 2023,
TCGA 1992 s 58(1D) states that the assets
transferred are treated on a ‘no gain no
loss’ basis where the parties ceased or are
ceasing to be married or civil partners;
and disposal of the asset is in
accordance with an agreement or

order under s 225B(2)(a) or (b)
(‘Disposals in connection with
divorce, etc’).

Deeming the former marital home
as a main residence under s 225B
The election enabled by TCGA 1992 s 225B
provided for the right to receive continuing
principal private residence relief on the
previously shared family home. Where an
individual ceases to live with their spouse
or civil partner in what was their only or
main residence, a s 225B claim means
principal private residence relief is given
for the former family home. This means
therefore that principal private residence
relief would be lost on the other
subsequent occupied properties. In view of
this, it was always recommended that care
should be taken when calculating the
benefit of an s 225B election.
From 6 April 2023, TCGA 1992,

s 58(3) amends s 225B and

extends the principal private
residence relief claim until it is
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eventually disposed of to someone other
than the former spouse; i.e. sold to a
third party. Separately, a disposal to the
former partner is in any case to be
treated on a ‘no gain/no loss basis’ within
new s 58(1D).

Deferred property proceeds paid
Currently, the court order may require
that the family home is transferred to,
say, the applicant, such that a deferred
sum is due to the respondent at a later
date when the family home is sold or
transferred (e.g. Mesher or Martin
orders). Any future payments are

capital sums derived from assets (under
TCGA 1992 s 22) which are specifically not
a debt under TCGA 1992 s 251. Once the
future payment is paid to the respondent,
itis subject to capital gains tax with a base
cost of that right being a sum that the
respondent was originally assessed on,
notwithstanding part was covered by
principal private property exemption.

It was recommended that
care should be taken when
calculating the benefit of an
s 225B election.

However, from 6 April 2023, the new
capital gains tax rules at s 225BA state that
if, in accordance with the deferred sale
agreement or order, say, the respondent
receives a sum in respect of a share of any
profit made upon disposal by the applicant
of the dwelling house (i.e. main residence),
the receipt of that sum would be treated
as a disposal falling within TCGA 1992
s 22 (capital sums derived from assets).
That receipt is to be treated as a gain
attributable to the respondent’s initial
disposal attracting principal private
residence relief or, as the case may be in
s 58 (1A)-(1C), on a ‘no gain/no loss basis’.

So, it seems that the new Finance
Bill 2022/23 provisions if enacted ‘let no
capital gains tax put asunder’.

Name: Jon Golding
Position: Tax Consultant
Company: Tax Matters, Tring
Tel: 07852 529264

Email: goldingjonathan@
yahoo.com "
Profile: Jon Golding is an author, speaker and
consultant on taxation matters. He is a Fellow
of the Association of Taxation Technicians and
a member of STEP. In recent years he worked in
the Far East advising on expatriate taxation and
has subsequently co-authored two books for
Claritax Books on this specialist area.
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Some things

change...

CPD and PII
Regulations

We set out the key changes to CIOT and
ATT regulations and guidance relating

to our Continuing Professional Development and
Professional Indemnity Insurance Regulations.

by Jane Mellor

T\he last update to the Continuing
Professional Development (CPD)
regulations and guidance was in
2017 and represented a considerable
change to our previous approach. The
‘hours’ requirement was removed and
since then members have been required
to perform such CPD as is appropriate
to their duties. As more than five years
have passed since the introduction of
those regulations, it has been timely to
review their operation and refresh the

number of members choose to do some
consultancy work in the run up to full

retirement; many also give something back

to the community by providing their
expertise on a pro bono basis. Of course, a
number of members who are not retired
are also committed to providing pro bono
services.

Where individuals are holding

themselves out as our members, the public

will expect a high standard of work from
them, even where it is provided without

What is the issue?

Members are required to undertake CPD
where they provide tax services or hold
themselves out as a CIOT or ATT member,
or an ADIT Affiliate, by use of the
designations. Members in the business of
providing tax services (referred to as
‘members in practice’) are required to
have PII. Updated regulations and
guidance apply to both CPD and PII
requirements from 1 January 2023.

What does it mean to me?
Members should ensure they meet the
Professional Standards requirements

charge. It was therefore important to address
the protection of the public, and of members,
by making it clearer what we expect by way
of CPD and PII cover in relation to those
undertaking such voluntary work.

regulations and guidance.

The Professional Indemnity
Insurance (PII) Regulations and
guidance have been in place in their
current form since 1 January 2013. Our
exit from the EU meant that we have
had to update the document to remove
the out of date references.

We have also seen changes over
this period in how our members
operate. With far more individuals
working as subcontractors or based
overseas than before, it became clear
that the regulations and guidance
needed to include more in relation to o
these kinds of activities. Those working
on the update were also conscious of the

relevant to their situation. Requirements
are still relevant to those who may have
retired or provide pro bono work, act as
subcontractors or are based outside

the UK.

What can | take away?
This article covers the key changes made
to both CPD and PII requirements.

CPD: what remains unchanged and
what is new?

The overall approach to CPD required by
members remains the same:

©® The rules apply to those working in tax
or who hold themselves out as tax
professionals through the use of the
designations.

There are no minimum hours or
‘structured’ versus ‘unstructured’
requirements.

The wording of the regulations has
been updated to provide more clarity to
members. In particular:
©® The regulations apply to those

who work providing tax services.

This includes those providing

current ‘hardening market’ for our
members in obtaining cover.

In addition to the above, far fewer
of our members now retire in the
traditional sense. This is not only

Members are required to perform such
CPD asis appropriate to their duties.
Compliance is checked through the
Annual Return and each year a number
of members are asked to submit their

complementary accounting and
legal services (regulation 1.2.1).

©® Those using the designations and
undertaking pro bono work must
undertake CPD. This includes those

reflected in the fact that an increasing records. retired members using the

© Getty images/iStockphoto
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designations (regulation 2.4). It follows
that if a member does pro bono work
and does not undertake CPD, they must
not hold themselves out as a member by
using the designation after their name.

® Those doing pro bono work and not
using designations should still consider
whether CPD would be beneficial. If it is
not undertaken, then they are required
to be transparent about this with those
to whom they provide services.

Subject to the above, retired members
and honorary members are exempt.

It has also been timely to update
the guidance provided to members to
accompany the regulations. Much of the
updated guidance reflects the results of
the annual CPD checks undertaken on a
selection of member records and addresses
member queries arising out of the Annual
Return questions.

Given that the hours requirement for
CPD was removed over five years ago,
references to this have now been completely
removed from the guidance. We have also
slimmed down the guidance and included
further clarification for ATT members
studying for their CIOT exams, and for
members taking a career break.

What help is available to members
so they can meet their CPD
requirements?

Members should ensure that they review
the updated regulations and guidance
which are available on the CIOT website
(bit.ly/3TDPi0OM) and the ATT website
(bit.ly/3UVX3Ah).

In many cases, members will be
employed by firms that will arrange the
CPD required for the individual. Those who
do not have CPD provided in this way may
find it helpful to look at the resources listed
on the CIOT website (bit.ly/3EbmEPa) and
ATT website (bit.ly/3GIHKgj). These pages
include links to materials which members
may find of assistance in meeting their CPD
requirements. They should not be taken as
arecommendation of particular providers.

CPD record forms are also available
and there are links from the main CPD
webpages.

Pll: What remains unchanged and
what is new?

The new regulations apply from 1 January
2023. Those with an annual policy with a
renewal date before 1 January will need to
ensure that they are aware of the updated
regulations when they renew. We would not
envisage this causing significant changes
for most members as the overall approach
remains unchanged and membersin
practice are still required to obtain PII.

We continue to see this as an important
part of protecting the clients of tax advisers
and in protecting our members.
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The main changes to the regulations and
guidance are set out below:

1. Retired members and pro bono
work
Pro bono work continues to be exempt from
PIL. However, in line with the changes to the
CPD regulations and guidance, members
have to consider whether it is beneficial to
put PIIin place. Where they do not do so,
they must be transparent with those whom
they are assisting. The definition of pro bono
work was also looked at again and honoraria
are no longer included in the definition.
Retired members are exempt from PII
requirements (other than PII ‘run off’
cover) but where they undertake pro bono
work they should follow the procedure
outlined in the previous paragraph.

2. EU reference and excess limit
update

A small amendment was required to the
regulations to remove a reference to
insurers being authorised in any EU state.
The excess limit has also been brought in
line with ICAEW requirements to assist
those who are members of both ICAEW
and CIOT/ATT. The excess limit is now
£30,000 per principal (previously £20,000
per principal).

3. Subcontractors
When reviewing the regulations and
guidance, we were aware of the increasing
number of individuals who operate as
subcontractors. Feedback from PII brokers
indicated that we needed to tighten the
PII regulations for subcontractors.
Subcontractors are members in practice
and all require PII under the regulations.
They can claim an exemption but only if
they have written confirmation from the
contracting firm that:
@ ithasnamed the subcontractor on its
own professional indemnity policy; and
® theinsurer has waived its right to
subrogation in relation to the
subcontractor. This means they have
agreed not to pursue the subcontractor
ifa claim is made against the firm in
relation to that individual’s work.

We will be contacting members to
specifically follow up on these updated
requirements where they indicate on their
2022 Annual Return that they were
subcontractors for the year and PII was
provided by the contracting firm.

4. Members based overseas

Overseas work has become more popular
given the rise in remote working. On
review of the regulations and guidance,
we were aware that they were silent on
territorial scope and the requirement on
members based overseas. Amendments to
the regulations now make clear that:

PROFESSIONAL REQUIREMENTS |

® The regulations apply to those based in
the UK and those in any other countries
providing services to clients based in
the UK.

® Overseas firms which cannot obtain
compliant cover must obtain the
nearest equivalent.

® Overseas firms not servicing UK clients
are encouraged to seek PII of an
equivalent standard to that set outin
the regulations.

Again, we will be following up overseas
based members in practice to make them
aware of these changes when reviewing the
2022 Annual Return answers.

What help is available to members so
they can meet their Pll requirements?
Members should ensure that they review
the updated regulations and guidance
which are available on the CIOT website
(bit.ly/3061zu3) and the ATT website
(bit.ly/3UFWwmn).

Whilst the CIOT and ATT cannot
recommend that members take out a
particular PII scheme, both bodies have
an arrangement with insurance providers
that, by virtue of their membership, any
quote provided to a member will be
compliant with CIOT and ATT
requirements. The relevant links are CIOT
(bit.ly/3E86dTO) and ATT (bit.ly/3TFgZGP).
Note that included with this information is
detail about a low cost policy for those with
fees of less than £5,000, including those
undertaking pro bono work only.

Conclusion

For most members, it will be ‘business

as usual’ in relation to CPD and PII during
the forthcoming year. However, some
important changes have been introduced
which are of particular relevance to the
retired and those doing pro bono work.
In relation to PII, members based overseas
or acting as subcontractors will need to
take particular care to ensure they meet
the requirements of the updated
regulations.

Any members with queries should
contact the Professional Standards team
at standards@tax.org.uk or
standards@att.org.uk.

Name Jane Mellor

Position Head of Professional
Standards

Employer CIOT and ATT

Tel 020 7340 2785

Email jmellor@ciot.org.uk
Profile Jane Mellor is is the Head of
Professional Standards at the CIOT and ATT.
She leads the team which produces member
guidance on professional and ethical matters
and undertakes anti-money supervision. She is
both ATT and CIOT qualified with experience in
Big Four firm and a large independent practice.

49


http://bit.ly/3TDPi0M
http://bit.ly/3UVX3Ah
http://bit.ly/3EbmEPa
http://bit.ly/3GlHKgj
http://bit.ly/3O61zu3
http://bit.ly/3UFWwmn
http://bit.ly/3E86dTO
http://bit.ly/3TFgZGP
mailto:standards@tax.org.uk
mailto:standards@att.org.uk
mailto:jmellor@ciot.org.uk

Technical newsdesk

WELCOME

December

Technical newsdesk

announced one day to become out of

date just a short while later. But we
are not in normal times, and recent
events have shown that this can indeed
happen. And again, the perils of writing
an introduction a fortnight prior to
publication came back to bite me after
I stated in last month’s column: ‘If you are
quick off the mark reading Tax Adviser,
you will currently be pondering the tax
measures within the Chancellor’s
Medium-Term Fiscal Plan announced
on 17 and 31 October.” Of course, the
Medium-Term Fiscal Plan didn’t take
place on 31 October after all, but on
17 November, where it formed part of the
Autumn Statement. More on that below
and as further developments occur.

Tax is already complicated and,
arguably, it would be boring if it didn’t
change from time to time. But the
feedback we hear from businesses tends
to follow the same theme; that stability
and certainty is more important than any
particular incentive or rate of relief.
Boring can be good.

Frequent changes make it nigh on
impossible to keep up to date - not just
with the underlying rules, but the
administrative processes, too.

Thinking about the daily updates I
get from GOV.UK (four of them because
one subscription doesn’t seem to cover all
potentially relevant sources), I wonder
how anyone can read them all and get a
day’s work done.

:[t’s not normal in tax for something
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This reminds me of the COVID
support schemes, and the recent inquiry
by the Public Accounts Committee on
which we report below. In an 18 month
period, there were around
50 substantive changes to one of the
several guidance pages about the
Coronavirus Job Retention Scheme
(CJRS). This means that there were
probably several hundred individual
iterations of guidance over the life of the
CJRS, soit’s no surprise that there was a
high rate of errors. But at least now we
return to the traditional Budget cycle
with the Autumn Statement.

Speaking of which, we weren’t overly
surprised at the announcements on the
day. A further freezing of allowances,
more windfall taxes, and a reduction in
the additional rate threshold had been
rumoured in advance, and the changes
to R&D relief and SDLT were not
unexpected. Some of these measures
will bring more people within the scope
of various taxes, causing more
administrative burdens and costs for
those affected, and more ‘customers’ for
HMRC to deal with. Can we all cope?

Unfortunately, two hoped-for
announcements were missing from
the statement. First, a reversal of the
decision to disband the Office of Tax
Simplification (no u-turn is coming),
and some relaxation of the scope or
introduction of Making Tax Digital for
income tax. Maybe we’ll hear something
on the latter soon.”

NEWSDESK ARTICLES

CORPORATE TAX OMB

House of Lords inquiry on R&D draft
Finance Bill measures

Sacha Dalton, Emma Rawson p51
GENERAL FEATURE

PERSONAL TAX

Public Accounts Committee inquiry
into the COVID-19 Employment
Support Schemes

Richard Wild p51

Office of Tax Simplification: Review
of hybrid and distance working
Matthew Brown, Tom Henderson,
Emma Rawson p52
GENERAL FEATURE

CIOT input to European Commission
work on tackling the role of enablers
Jane Mellor p52
GENERAL FEATURE

Improving the data HMRC collect
from customers: HMRC consultation
Margaret Curran, Joanne Walker,

Will Silsby p53
MANAGEMENT OF TAXES

Offshore corporates owning UK
property: HMRC letter campaign
Margaret Curran p54

Employment Taxes Forums

Matthew Brown p55
PERSONAL TAX MANAGEMENT OF TAXES

UK Property Reporting Service:
update

Helen Thornley, Chris Thorpe,

Tom Henderson p55

Joint VAT Consultative Committee:
VAT rates review project
Jayne Simpson, Emma Rawson p56

VAT: Modernising the partial
exemption special method
application process

Jayne Simpson p56
GENERAL FEATURE

Wales consults on a visitor levy

Kate Willis p57

To contact the technical team
about these pages, please email:
Sacha Dalton,

Technical Newsdesk editor
sdalton@ciot.org.uk

December 2022 | TAXADVISER


mailto:sdalton@ciot.org.uk
http://GOV.UK

CORPORATE TAX OMB

House of Lords inquiry on
research and development
draft Finance Bill
measures

Representatives from CIOT and ATT gave
evidence to a House of Lords committee
on research and development tax reliefs
in October. They argued that HMRC could
use risk profiling more effectively to
target claims likely to be ineligible, set out
concerns around the proposed new advance
notification measures for research and
development claims and discussed how
standards could be raised amongst those
giving advice in relation to research and
development.

Representatives from the CIOT and ATT
gave evidence to the House of Lords
Finance Bill Sub-Committee’s inquiry
into the draft Finance Bill 2022-23 (see
tinyurl.com/5abrmvce). The Finance Bill
Sub-Committee is appointed annually

by the Economic Affairs Committee to
consider the draft Finance Bill from a

tax administration, clarification and
simplification point of view. This year, the
sub-committee has decided to focus on
the reforms to research and development
(R&D) tax relief in the draft Bill.

The inquiry will produce a report
containing conclusions and
recommendations. Based on previous
inquiries, we anticipate that this will be
published in December or January.

In the oral evidence session,
discussion covered areas including how
effective R&D relief is in encouraging
R&D, whether changes are needed to it,
whether it can be simplified and how
abuse of the relief can be tackled.

It was agreed that too many claims
were getting through which should not,
and this is tainting the system. Lack of
HMRC resource to check claims was cited
as a factor. It was suggested that there
needs to be a more effective process of
triaging claims, building on HMRC'’s risk
assessment processes, looking at both
taxpayers and their advisers.

Both CIOT and ATT supported
HMRC’s efforts to tackle abuse. It was
agreed that abuse of R&D relief puts a
strain on relationships between tax
advisers and their clients, particularly
when they see others putting in R&D
relief claims that are accepted while they
are being advised not to.

However, it was generally considered
that the Finance Bill proposals would not
help to tackle abuse in any significant
way. We said that some of the measures
could assist from an information
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perspective if the additional information
can be used effectively by HMRC.

The measure that will require
advance notification of an R&D claim
was considered to be the most damaging,
as it would affect both genuine and
non-genuine claimants equally. The
representatives said that it will put
another hurdle in the way which will
impact on all claimants. It is likely to
prevent genuine claimants from
accessing the relief to which they are
entitled, while not necessarily leading to
a significant reduction in abuse. We said
that it will not be enough to put off the
minority of agents who use high
pressure sales techniques - they are
likely to change their approach to meet
pre-notification deadlines. On the other
hand, smaller and newer businesses who
need support in the early days from R&D
relief are the most likely to lose out.
Neither the CIOT nor ATT support this
measure.

In terms of other things that could
help, representatives said that there was
scope for better guidance from HMRC,
particularly around what does and does
not qualify for R&D. It was also suggested
that there should be more integration of
R&D claims in a company’s tax account
with HMRC. It was noted that currently
the process is only ‘digital’ because it is
submitted online; multiple forms will still
need to be completed following the
changes in the Finance Bill - if anything
the changes are going to complicate the
system.

The sub-committee also asked about
awareness of R&D tax relief amongst
small businesses. We said that this varied
across the smaller companies. There is a
lack of understanding of what is meant by
R&D. It was suggested that HMRC could
do more to raise awareness. If businesses
understand more about what is and what
is not R&D, it might make them less
susceptible to unscrupulous agents.

We suggested there should be some
way for regular tax advisers to report
inappropriate promotional materials
or dubious practices. This happens
informally at present, but generally the
agent/representative body that makes the
report does not hear anything back from
HMRC, which leads to a sense that little is
being done.

A recording of the evidence session is
available at tinyurl.com/2s4ja6x5 and the
discussions are summarised in our blog
atwww.tax.org.uk/311022_rd_relief.

The CIOT and ATT also provided written
evidence to the sub-committee, which
can be found at: www.tax.org.uk/ref1039
and www.att.org.uk/ref411.

Sacha Dalton
Emma Rawson

sdalton@ciot.org.uk
erawson@att.org.uk

Technical newsdesk |

GENERAL FEATURE
PERSONAL TAX

Public Accounts
Committee inquiry into
the COVID-19 Employment
Support Schemes

The CIOT provided written evidence to the

Public Accounts Committee’s inquiry into the
COVID-19 Employment Support Schemes.

On 14 October, the Public Accounts
Committee (PAC) opened an inquiry into
the COVID-19 Employment Support
Schemes; namely the Coronavirus Job
Retention scheme (CJRS), and the
Self-Employment Income Support
Scheme (SEISS) (see tinyurl.com/
bd8d9y9y).

The call for evidence broadly
addressed three topics:

a) whether the schemes achieved their
objectives to support incomes and the
labour market and reached those
previously excluded from the
schemes;

b) how the government managed the
delivery of the schemes through their
later iterations, including attempts to
improve the value for money of the
schemes by making them more
targeted while managing the risk of
error and fraud; and

¢) how HMRC have estimated the level
of error and fraud and undertaken
compliance work to detect error and
fraud.

Our written evidence focused
principally on the second question,
though we did make some brief
comments on the first and third
questions.

We recognised that the CJRS and
SEISS were introduced at short notice,
in a time of crisis, and inevitably the
government had to balance speed of
delivery with the likelihood of fraud and
error. We feel that HMT and HMRC
should be commended for the speed with
which they rolled out these schemes, and
continued to prioritise their delivery
during the pandemic.

Notwithstanding this, both schemes
were complex, particularly the CJRS
because it required the claimant to
determine both eligibility and the
amount to be claimed. SEISS increased
in complexity as attempts were made to
better target support.

Given the complexity of the CJRS, the
speed of its introduction, and frequent
changes to its rules, we are not surprised
at the level of errors. It was particularly
hard for smaller employers to obtain
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Office of Tax Simplification: Review of hybrid and distance working

The ATT, CIOT and LITRG have responded to the Office of Tax
Simplification’s call for evidence reviewing the trends and tax implications
arising for hybrid and distance working.

The ATT, CIOT and LITRG have responded
to the Office of Tax Simplification’s (OTS)
review looking for evidence of the
emerging trends and tax implications

of hybrid and distance working
(tinyurl.com/2s6jshex). Our responses
also consider whether current tax and
social security rules are flexible enough
to cope, as new ways of working become
business as usual.

In its response (www.litrg.org.uk/
ref2692), LITRG reported that they
have received an increasing number
of queries from members of the public
in respect of a wide range of cross-
border working arrangements. In their
evidence to the OTS, LITRG commented
that there is a high level of confusion
and uncertainty among unrepresented
taxpayers in understanding the tax and
related consequences of cross-border
working. In particular, unrepresented
taxpayers can find it difficult to
determine their own residence position
and understand the ‘source’ of income
in a cross-border working situation.
Also, social security is often overlooked
and can be incorrectly assumed to
follow the tax position.

LITRG added that they expect the
complexity and lack of guidance in
this area leads to non-compliance,
or otherwise to decisions taken by
employers based on a misunderstanding
of the risks involved. They hoped that
the OTS’s review will prompt HMRC

reassurance from HMRC that they were
claiming correctly, and we regret that the
Treasury Directions given to HMRC
provided no discretion for them to
exercise their care and management
powers, particularly for cases where
employers were acting in good faith and
in pursuance of the stated objectives of
the CJRS.

We stated that more could have been
done to limit the number of ineligible
claims for SEISS, such as introducing
more ‘red flags’ into the eligibility checker
and the claims process itself. Agents were
unable to make claims on behalf of their
clients, and we believe this contributed to
an increase in ineligible claims. HMRC
should reflect on why it was not possible
to promptly deliver agent functionality in
this instance.
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to fill this general guidance gap so
that, should current trends continue,
cross-border working generates less
of a compliance ‘headache’ for all
concerned.
The CIOT response (www.tax.org.uk/
ref1010) follows up on a meeting with
the OTS in September. Bearing out
LITRG’s evidence, the CIOT noted that
member feedback also indicates that
it is becoming increasingly common
for employees to want to work more
flexibly and to choose where they
work from, which is leading both the
employer and the employee to face
several tax compliance issues. The CIOT
highlighted three key areas:
® for employees temporarily working
in a country other than where they
normally work, how tax and social
security in that country comes into
play;

©® for a UK resident employee working
from home or hybrid-working, what
expenses and benefits-in-kind are
taxable or tax exempt; and

©® for an overseas business with a
UK-based employee, in what
circumstances could the employee’s
presence in the UK cause a UK
permanent establishment (PE) to be
established.

In replying to these points, the
CIOT’s response discusses the current
trend towards a more flexibly based

While welcoming the limited
extensions to both schemes, we remain
disappointed that the government did not
do more to fill the gaps in support.
Inevitably, the schemes had some hard
edges and design flaws, but it appears that
the government chose not to commit the
necessary resources either to fill
significant gaps, or to introduce more
targeted support schemes which were
safer from abuse. This resulted in some
individuals receiving little or no support
for up to 18 months.

Our full submission will be published
on the technical submissions page of
the CIOT website (www.tax.org.uk/
submissions/1) once the PAC has itself
published our evidence.

Richard Wild rwild@ciot.org.uk

workforce, and then raises a number

of practical issues that members have
reported in relation to working across
international borders, travel and other
expenses for hybrid and home-based
employees, and PEs. The CIOT also
included recommendations to address
these issues, such as improving guidance
and using technology to speed up HMRC
decision making. Our suggestions are
aimed at making it easier for employers
to account for the correct taxes from
the outset and allow HMRC to focus
their resources on higher-risk areas.

The ATT also met with the OTS to
discuss their review (though they did
not submit a written response). At this
meeting, many of the issues highlighted
above by the CIOT and LITRG were
discussed. In particular, the ATT noted
that there continues to be confusion
over the taxation of employee benefits
and expenses in the context of hybrid
and distance working. The difference
in tax treatment between employer
provided benefits and reimbursed
benefits was also flagged as an area of
complexity. The government should look
to provide more guidance for employers
and employees. Consideration could
also be given to legislative changes, such
as putting the (now expired) temporary
relaxation for employers reimbursing
employees for home office equipment
purchases on a more permanent footing.

Matthew Brown mbrown@ciot.org.uk
Tom Henderson thenderson@litrg.org.uk
Emma Rawson erawson@att.org.uk

GENERAL FEATURE

CIOT input to European
Commission work on
tackling the role of
enablers

An update on CIOT input in relation to the

European Commission call for evidence in
tackling the role of enablers.

The European Commission launched a
public consultation in the summer on
the policy options being considered to
‘improve the regulatory framework for
tax intermediaries’. Their aim is to tackle
the role of ‘enablers’ that facilitate tax
evasion and tax planning in the
European Union.
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The Commission set out their view
that tax evasion and aggressive tax
planning continue to be a significant
problem and the options currently being
considered are:
® Option 1: requirement for all

enablers to carry out dedicated due

diligence procedures;

® Option 2: prohibition to facilitate tax
evasion and aggressive tax planning
combined with due diligence
procedures and a requirement for
enablers to register in the EU; and

® Option 3: code of conduct for all
enablers.

Whilst the UK is no longer a member
state, any legislation brought in looks
likely to impact tax advisers providing
advice to European entities or
individuals.

CIOT is a member of CFE Tax
Advisers Europe (CFE) and provided
input on the response they submitted to

the Commission (tinyurl.com/pm7dvy8t).

In particular, the CFE:

® recommends further analysis of the
nature and extent of the problem
which the Commission are seeking
to address before the introduction
of any new legislation. The
Commission’s view appears to be
based on data before changes arising
as a result of the base erosion and
profit shifting project and the
European Union mandatory
disclosure regime (DAC 6);

® expresses the view that any
European Union proposals should
not have a disproportionate impact
on reputable tax advisers, for
example through additional due
diligence requirements; and

® draws attention to the CFE work
on Professional Judgment in Tax
Planning.

Given that the Commission’s
published evidence referenced the
regulatory position in the UK, the CIOT
also worked with ICAEW on a further
joint response to the Commission
(www.tax.org.uk/ref977) to provide some
further feedback on UK experiences.
This joint response:
® calls for the Commission to build a

robust evidence base to establish the

true extent of the problems and in
particular makes the suggestion that
member states should be encouraged
to develop and publish detailed
information on tax gapsina
consistent format;

® draws the attention of the

Commission to work undertaken in

the UK on developing tax planning

principles as set out in Professional

Conduct in Relation to Taxation
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(PCRT) (www.tax.org.uk/
professional-conduct-in-relation-to-
taxation-pcrt). The Commission were
encouraged to review PCRT
alongside the CFE work on
Professional Judgment in Tax
Planning;

® refersto UK legislation which seeks
to prevent aggressive tax planning,
including the promoters of tax
avoidance legislation and the penalty
regime for enablers of defeated tax
avoidance; and

® echoes the response given by the CFE
that additional burdens placed on
advisers should be reasonable and
proportionate and that any
legislation should be targeted
directly at those who engage in
unprofessional behaviour.

We now await the response from
the Commission and will keep members
updated.

Jane Mellor jmellor@ciot.org.uk

GENERAL FEATURE

Improving the data HMRC
collect from customers:
HMRC consultation

CIOT, ATT and LITRG have responded to a
recent HMRC consultation which proposed
several potential options for improving the
range of data that HMRC collect, use and
share across government.

In a consultation published by HMRC on

improving the data HMRC collect (see

tinyurl.com/46wba7w4), six areas were

identified where HMRC believe their

data could be improved, along with

specific implementation options. These

are:

® the business sector of the self-
employed;

® the occupations of employees and
the self-employed;

® thelocation of an employment or a
business;

® the hours that employees work;

® dividends paid to shareholders in
owner managed businesses; and

® the start and end dates of self-
employment.

Noting that the COVID pandemic
brought into sharp relief how little the
government knows about its citizens and
businesses, the consultation claims that
improving the administrative data
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collected by HMRC and other
departments can provide an accurate
and up to date picture to help build a
trusted, modern tax administration
system and improve government policy
and operational decision making.

The consultation sought views on the
proposals before the government makes
final decisions regarding which data to
collect, from whom and from when.

CIOT response

In its response, the CIOT said it was
concerned that gathering this additional
data will place significant extra
administrative burdens on employers
and businesses, for little or no direct
benefit to them. However, we said that
we are mindful that the government is
hoping to use the data to target
investment and support to grow the
economy and deliver improved policy
outcomes. The better targeting needs to
be evidence based and if the underlying
data does not exist, it must be collected
somehow. We also recognised that there
may be situations where the tax system
is as sensible a way as any other of
collecting this data; however, some of
the data, for example employee
occupation and location data, may be
difficult to collate and provide to HMRC
in a cost-efficient way.

There may be potential tax benefits
in collecting some of the data; for
example, in helping to target HMRC’s
compliance activity better. However,
we questioned whether HMRC have the
resources to handle the collection and
processing of this amount of additional
data and indeed whether this is a good
use of HMRC’s limited resources, as
much of the data is intended for use by
other government departments. Unless
additional resources are going to be
made available specifically to cope with
the additional data, HMRC need to
prioritise improving the delivery of their
existing services and compliance activity
before taking on further responsibilities.
Even if additional resource will be made
available, we suggested that it would be
better used in bringing service standards
back to an acceptable level.

We noted that additional powers will
have to be granted by Parliament to
HMRC before the data can be collected.
The collection of this sort of data (for
example, business sector, occupation
and location) on a mandatory basis is
currently outside the core functions of
the Commissioners for HMRC, as
contained in Commissioners for Revenue
and Customs Act 2005 s 5, since it is not
relevant to the collection and
management of revenue or tax credits.
Additionally, there will need to be
legislative changes to Taxes Management

53



http://tinyurl.com/pm7dvy8t
http://www.tax.org.uk/ref977
http://www.tax.org.uk/professional-conduct-in-relation-to-taxation-pcrt
http://www.tax.org.uk/professional-conduct-in-relation-to-taxation-pcrt
http://www.tax.org.uk/professional-conduct-in-relation-to-taxation-pcrt
mailto:jmellor@ciot.org.uk
http://tinyurl.com/46wba7w4

| Technical newsdesk

MANAGEMENT OF TAXES

Offshore corporates owning UK property:

HMRC letter campaign

HMRC launched a letter campaign in November 2022 to tackle
non-compliance linked to offshore corporates owning UK property.

HMRC have reviewed data, including
from the Land Registry, and have
identified non-resident corporate
owners of UK property that may not
have met certain UK tax obligations.
Depending on the circumstances, HMRC
may issue one of two letters, the purpose
of which is to prompt recipients to
review their affairs and encourage those
who need to rectify mistakes to make
voluntary disclosures to HMRC.

The letters are accompanied by a
Certificate of Tax Position and a Notice
of Intention to Disclose. They explain
that disclosures must be made by
completing the certificate and notice
and sending them to one of two
dedicated email addresses, or by post
to the address provided in the letters.
The Worldwide Disclosure Facility via
the Digital Disclosure Service must not
be used.

While the letters are addressed to
the corporates, both also recommend
that the companies should ask
connected UK resident individuals to
ensure their personal tax affairs are
up to date in respect of the related
anti-avoidance provisions.

One letter will be issued to
non-resident companies that own
UK property and may need to disclose
income received as a non-resident
corporate landlord or a liability to the
annual tax on enveloped dwellings.
Under the transfer of assets abroad
legislation, UK resident individuals
who have any interest in the income
or capital of a non-resident landlord,
whether directly or indirectly, may be
within the transfer of assets abroad
income charge provisions at Income
Tax Act (ITA) 2007 s 721 and s 727.

A UK resident who has not personally
transferred assets but benefits from a
transfer made by somebody else (for
example, occupation of property) may
be within the transfer of assets abroad
benefits charge at ITA 2007 s 731.

The letter recommends that any such

Act 1970 to cover data which has nothing
to do with tax that will be collected via
the self-assessment tax return. (For
example, s 8 currently states thata
person may be required by notice to
deliver a return ‘for the purpose of
establishing the amounts in which a
person is chargeable to income tax and
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individuals should seek professional
advice to ensure their affairs are up to
date.

The other letter will be issued
to non-resident companies that
appear to have made a disposal of
UK residential property between
6 April 2015 and 5 April 2019 without
filing a non-resident capital gains
tax (NRCGT) return. Between 6 April
2015 and 5 April 2019, disposals of UK
residential property by non-resident
companies were subject to NRCGT.
Where the company purchased
the property before April 2015 and
the whole of any overall gain is not
charged to NRCGT (or otherwise), then
that part of any gain not charged may
be attributable to the participators in
the company under TCGA 1992 s 13
(these rules have since been relocated
to TCGA 1992 s 3). Additionally, such
corporates may also be liable to pay UK
tax on rental profits, income tax under
the transactions in land rules and/or
annual tax on enveloped dwellings.
Again, the letter suggests that any
individual participators should seek
professional advice to ensure their
affairs are up to date.

The letters have not been copied to
agents because HMRC have no way of
knowing if the company has an agent,
since they are non-filers.

The CIOT has published guidance
to assist members should a client, or
potential client, receive one of these
letters from HMRC. This includes
guidance on how to respond to HMRC's
letter, whether or not there is anything
to disclose, and whether the client
should sign and return the certificate
in view of the serious consequences of
making a false declaration.

The letters and guidance can be
found on the CIOT website at:
www.tax.org.uk/offshore-corporates-
owning-uk-property-hmrc-campaign.

Margaret Curran  mcurran@ciot.org.uk

capital gains tax for a year’.) There would
appear to be several other knock-on
effects to the tax administration
compliance framework that, we suggest,
will need to be consulted on further if it
is decided that any of these proposals are
to be implemented and the requests for
new data made mandatory.

We also had concerns about the
penalties that taxpayers may face if the
collection of this data is made
compulsory. While HMRC say they will
take a reasonable and proportionate
approach to penalties, we think that
there should be a separate penalty
regime, which is not tax related, if
taxpayers omit or provide incorrect data
unrelated to their tax liability. If you fail
to provide a business sector code, for
example, that should not make the whole
tax return incomplete.

LITRG response

The LITRG response recognised that
there can be benefits from HMRC
gathering additional data that is relevant
to taxpayers’ tax liabilities. However, we
raised a few concerns in relation to the
proposals in the consultation document.

We noted that HMRC could make
more use of the data in its possession to
improve the taxpayer experience, rather
than focusing purely on minimising the
tax gap. Use of data that results in HMRC
assisting taxpayers to benefit from the
reliefs, allowances and deductions they
are entitled to will help to build trustin
HMRC and the tax system. This in turn
will help to improve compliance.

LITRG is concerned that HMRC do
not currently make best use of the data
they already gather. While we accept
that there are sound arguments in some
cases for gathering more data, in general
we think the starting point should be to
focus on making best use of the data it
already collects.

In relation to most of the options put
forward in the consultation document,
the foremost argument for collecting the
data is to assist the government in other
areas of policy, rather than tax. We have
requested clarification as to whether
HMRC is the appropriate body to collect
and use the various types of data
included in the consultation.

Finally, the HMRC consultation
proposed that it will be mandatory to
provide the data and that penalties will
apply where it is not provided. We raised
a few questions, including whether
HMRC have the appropriate resources or
expertise to exercise judgement as to
whether a piece of data is accurate or
complete.

ATT response

The ATT response made many of the
same points as CIOT and LITRG. It also
noted that the consultation concerned
two very distinct types of data: data
which (in the words of the consultation)
could contribute to building a trusted,
modern tax administration; and data
which could contribute to improving
government policy making. We noted
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that the two categories raised different
considerations. We also noted that
turning attention to the collection of
additional data could adversely impact
HMRC's existing data projects, such as
the further development of the Single
Digital Account.

ATT said that there needed to be a
clearer articulation of the intended
application of the additional data and its
value within that context to determine
whether the additional burden imposed
on those required to provide the data was
proportionate to that value.

In relation to the collection of data
other than for the purposes of tax
administration, we made the case for
separate and early consultation on the
legislative framework required to enable
that collection. We noted in particular
that this should consider the relevance
and design of sanctions for non-
compliance, the related safeguards and
the GDPR implications. We added that
this separate consultation on the
framework should be brought forward
before the wider data collection project
was progressed.

The CIOT’s full response can be
found here: www.tax.org.uk/ref989.

LITRG's full response can be found
here: www.litrg.org.uk/ref2690.

The ATT response can be found here:
www.att.org.uk/ref404.

Margaret Curran
Joanne Walker

mcurran@ciot.org.uk
jwalker@litrg.org.uk

Will Silsby wsilsby@att.org.uk
Employment Taxes
Forums

A brief overview of employment tax forum
meetings attended by representatives of
the CIOT, LITRG and ATT.

In this article, we summarise the main
points from meetings of various groups
that took place this autumn, which are
attended by CIOT, LITRG and ATT
volunteers. HMRC publish the minutes
of meetings on GOV.UK.

Employment and Payroll Group
(EPG)

This group (tinyurl.com/mr24bnu6) is
the main HMRC forum for employment
tax related matters. The forum is
attended by representatives of CIOT and
ATT and meets quarterly. The main
topics of discussion at the last meeting
were the national minimum wage,
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scholarships, PAYE settlement
agreements and the starter checklist.

Share Scheme Forum

CIOT and ATT representatives attend
this forum (tinyurl.com/5a5wwf3s). The
main topics discussed at the last meeting
were updates to HMRC’s guidance, the
Vermilion case, possible changes to next
year’s employment-related securities
annual returns, and the SAYE bonus rate
mechanism.

Employment Status and
Intermediaries Forum

This forum (tinyurl.com/mr3fjdef) is
attended by the CIOT and met prior to
September’s announcements. HMRC

PERSONAL TAX MANAGEMENT OF TAXES
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provided an update on its work following
the National Audit Office’s and Public
Accounts Committee’s reports on the 2017
Off-Payroll Working reforms.

Collection of Student Loans
Consultation Group

CIOT, LITRG and ATT representatives
participate in this group (tinyurl.
com/3vcvkdrs). Topics discussed
included a potential update to the P45
to include student loan deduction
information, the updated starter
checklist, and common employer issues
with processing student loan deduction
start and stop notices.

Matthew Brown matthewbrown@ciot.org.uk

UK Property Reporting Service: update

The latest updates on the UK Property Reporting Service.

In October, ATT, CIOT and LITRG met with
HMRC as part of our ongoing engagement
on the UK Property Reporting Service.
This service is the standalone, online
portal for taxpayers and their agents to
report certain disposals of UK land and
property within 60 days of completion.

One of the big issues earlier this year
was how to correct the position where
a property return was not submitted,
with reports that many taxpayers were
still unaware of the rule changes. In
September’s edition (tinyurl.com/
2p88cf2a), we set out HMRC’s position
that anyone in self-assessment who
has reported and paid the required
CGT via self-assessment but who has
failed to file a property return should
retrospectively file a paper return to
satisfy that obligation. (Those outside
self-assessment who have yet to file
a property return can do so via the
online service before considering if
they need to be within self-assessment
for that year.)

HMRC have now confirmed that the
usual penalties will apply to such late
returns. This is despite the fact that it
was not possible to file a late property
return after having already reported the
disposal via self-assessment and prior to
HMRC allowing such taxpayers to file on
paper. However, taxpayers can appeal
the penalties if they have a reasonable
excuse. Work is ongoing within HMRC to
identify taxpayers who should have filed
a property return but did not. HMRC
noted that individuals who have missed
a property return in that period ‘should
not be complacent’.

Regarding paper returns, HMRC
confirmed there is a backlog in
processing these. As at mid-October,

they were working through returns from
May. We are hoping to receive a formal
response shortly to our request that
paper returns should be made more
accessible, and that agents and taxpayers
should be allowed to download these
from GOV.UK. While we are hopeful
of progress, HMRC are concerned that
this might drive agents away from the
online service. We hope that, given the
processing delays with paper returns
—and that it is easier to both amend
returns and track payments using the
online service — whenever clients can
complete the digital handshake, agents
will continue to use the online service
rather than resorting to paper.

HMRC are continuing to update
the manual pages within appendix 18
of their CGT manual. The latest
updates add more detail on obtaining
repayments, payment by instalment
in case of disposal by way of gift, and
include a clarification of how the various
payment references work. Now that the
manual is in place, we have asked HMRC
to look at improving and expanding the
guidance for the public on GOV.UK. In
the meantime, ATT will keep updating
their guide (www.att.org.uk/UKCGT) as
and when we learn new things about
the service.

October’s meeting was the last of
our regular meetings and from now
on, meetings will be on an ad hoc basis
as further issues arise. Please do keep
sending queries to us at the emails
below, or raising them directly with
HMRC on the Agent Forum.

Helen Thornley hthornley@att.org.uk

Chris Thorpe cthorpe@ciot.org.uk

Tom Henderson thenderson@litrg.org.uk
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Joint VAT Consultative Committee: VAT rates

review project

HMRC's Joint VAT Consultative Committee has formed a sub-group tasked
with reviewing VAT rates for the reduced rate, zero-rate and exempt
schedules to the VAT Act. The stakeholder group includes the CIOT and

ATT.

In the Office of Tax Simplification (OTS)
report ‘Value added tax: routes to
Simplification’ (tinyurl.com/4w8pa5wt)
published in 2017, recommendation 4
was: ‘HM Treasury and HMRC should
undertake a comprehensive review of
the reduced rate, zero-rate and
exemption schedules, working with the
support of the OTS.

In the OTS evaluation report in
October 2019 (tinyurl.com/3xwhvhje)
at paragraphs 1.33 and 1.34, it was
noted that EU Member States may be
given greater flexibility about using
different rates of VAT and that the
recommendation would progress once
the terms of the UK exit were clearer.
At that point, we did not know that
the world was about to enter a global
pandemic so that, combined with
Brexit in the UK, the progress of many
tax projects was impacted as focus was
shifted to dealing with COVID issues.

The OTS recommendation was
recorded on the issues log for the
Joint VAT Consultative Committee

VAT: Modernising the
partial exemption special
method application
process

Following HMRC's launch of a new online
application process when requesting

a partial exemption special method,
representatives from the CIOT met with
HMRC's Partial Exemption team to discuss
how the new system works and what
benefits it brings to partially exempt
taxpayers.

HMRC have modernised the application
process for a partial exemption special
method (PESM), with the recent launch
of an online application (tinyurl.com/
ykztmé69j) via a G-form. The online
process digitalises the list of PESM
requirements set out in Appendix 2 of
VAT public notice 706: Partial exemption
(tinyurl.com/yps3akj7), in the ‘What you
need to upload’ page of the online
application. It is worth noting all of the
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(JVCC), and now that the focus on tax
issues arising from the pandemic has
subsided, the JVCC has formed a sub-
group. The JVCC sub-group members
can present HMRC with expertise and
analysis on items in the reduced rate,
zero-rate and exemption schedules.
The OTS recommendation covers
many complicated areas of VAT,
and the sub-group, which has been
meeting regularly, has agreed to
initially work on a very limited number
of items within the relevant VAT
schedules. The intention is that these
topics will be considered further by
smaller focus groups of niche VAT
specialists. Once the sub-group agrees
best practice going forward, the scope
of work will be widened. More focus
groups to consider more sectors and
topics will be formed in due course.
We will report further details on the
project over 2023.

jsimpson@ciot.org.uk
erawson@att.org.uk

Jayne Simpson
Emma Rawson

requirements on this page as you need to
have the right upload ready for the
particular area of the online application
before progressing to the next question.

The HMRC email addresses formerly
used for PESM applications (including
the COVID PESM email address) have
been decommissioned. As stated in the
public notice, those who are digitally
excluded may still use the written
application route.

Once a PESM application is
submitted, there are several HMRC
teams that may become involved.
Initially this will be the PESM
caseworker, though they may seek input
from several sources: the Customer
Relationship Manager (large
businesses), an industry sector VAT
specialist or partial exemption
specialist, or from VAT policy. As the
various VAT specialists can be in
different locations, the online
application creates a single focal point
for the PESM application, meaning that
the input is recorded in a single place,
the officers all have access to the input
from other teams, and the timelines for
actions are more visible. Whilst a

written submission will go through a
similar process, if the application has
not included all the information
requested in the online application or
Annex A, this will slow the application
down as HMRC will have to enter into
correspondence to request that more
information is provided.

The CIOT asked questions about
how the online application may impact
typical PESM experiences:
® Agentinvolvement: It was noted that

if an agent completes the online

application, the business is still
responsible for making a fair and
reasonable declaration. The signed
declaration by the client can be
uploaded via the G-form as part of
the application process.

® Impact to timelines: There are
experiences of PESM applications
taking a long time to be approved,
with some more extreme examples
taking over two years. HMRC noted
that receiving the online application
via the G-form allows the application
to be added to their database of
method proposals, which greatly
assists with the visibility of long
running cases in the internal
dashboard statistics and allows extra
resources to be allocated.

® PESM with exempt and
non-business activities: HMRC
confirmed that the online
application route can be used when

a taxpayer wants a PESM for both

exempt and non-business activities.
® Adjusting a PESM: Where a business

changes (including changes to a

group membership) and the method

remains fair and reasonable, there is
no need to request a new PESM.

However, any changes which mean

that the method is no longer fair and

reasonable or where the client wants
to use a different calculation will
mean a new proposal is required.

©® Reasons for a PESM rejection: The

CIOT highlighted that it was crucial

in communications to understand

the reasons why a PESM application
had been rejected, particularly for
complex PESMs where it was
rejected for only one or two areas of
non-agreement. As the PESM can
take of lot of time for the taxpayer
and agent to prepare, understanding

HMRC's precise reservations is

important. HMRC said that they

would always want to see
correspondence clearly detailing the
areas of concern and internal
training supports that outcome.

If you have any feedback about the

online application process for a PESM,
do let us know at technical@ciot.org.uk
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with ‘PESM online application’ in the
email title.

Jayne Simpson jsimpson@ciot.org.uk

out in the consultation, are to:

GENERAL FEATURE

Wales consults on a
visitor levy

The CIOT would like your views on the

Welsh government’s proposals to introduce
a discretionary visitor levy in Wales.

The Welsh government is consulting

on the design of a visitor levy, a self-
assessed tax for visitor accommodation
providers in Wales based on overnight
stays. It will be for the 22 local
authorities in Wales to decide whether to
introduce it in their area.

detailed design of the levy including;

The aims of the visitor levy, as set

® ensure a more even share of costs to
fund local services and
infrastructure that benefit visitors
between resident populations and
visitors;

® provide local authorities with the
ability to generate additional
revenue that can be invested back
into local services and
infrastructure that can support
tourism; and

® support the Welsh government’s
ambitions for sustainable tourism.

The consultation considers the

® the scope (overnight visitors or day
visitors?);

©® whether to implement the levy viaa
national framework or with full
local discretion, or a combination of
the two;

® when to collect the levy, for example,

Technical newsdesk |

at point of arrival or departure, or
when booking?;

® which accommodation providers to
exclude;

® the use of the proposed statutory
licensing scheme for visitor
accommodation, or other
mechanisms to provide a
comprehensive list for local
authorities of the visitor
accommodation in their area;

® frequency and nature of returns by
accommodation providers; and

® enforcement and compliance.

The consultation is at tinyurl.com/
3n4u34zn and closes on 13 December
2022. The CIOT’s Welsh Technical
Committee will respond and would
welcome your views. Please email Kate
Willis at kwillis@ciot.org.uk with your
views on the consultation, or any aspect
of it.

Kate Willis kwillis@ciot.org.uk

CloT Date sent
Treasury Committee inquiry into Tax Reliefs 20/09/2022
www.tax.org.uk/ref987

Improving the data HMRC collect from its customers 11/10/2022
www.tax.org.uk/ref989

Tax evasion and aggressive tax planning in the EU: tackling the role of enablers 11/10/2022
www.tax.org.uk/ref977

Public Accounts Committee inquiry into HMRC Annual Report and Accounts 24/10/2022
www.tax.org.uk/ref1012

Review of hybrid and distance working 04/11/2022
www.tax.org.uk/ref1010

House of Lords Finance Bill Sub-Committee inquiry into R&D tax relief 8/11/2022
www.tax.org.uk/ref1039

ATT

Treasury Committee inquiry into Tax Reliefs 19/09/2022
www.att.org.uk/ref403

Improving the data HMRC collect from its customers 10/10/2022
www.att.org.uk/ref404

House of Lords Finance Bill Sub-Committee inquiry into R&D tax relief 8/11/2022
www.att.org.uk.ref411

LITRG

Improving the data HMRC collect 07/10/2022
www.litrg.org.uk/ref2690

Welsh government consultation on A Fairer Council Tax 12/10/2022
www.litrg.org.uk/ref2691

Office of Tax Simplification Call for Evidence: Review of hybrid and distance working 17/10/2022
www.litrg.org.uk/ref2692

Treasury Committee: Cryptoasset industry: Call for Evidence 27/10/2022
www.litrg.org.uk/ref2695

Treasury Committee inquiry: Tax Reliefs 03/11/2022

www.litrg.org.uk/ref2696
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| News from CIOT and ATT

Peers hear from experts on R&D relief

epresentatives from ATT, CIOT and
Rother professional bodies gave
evidence to a House of Lords
committee on research and development
tax reliefs on Monday 31 October. The
committee, chaired by chartered tax
adviser Lord Leigh of Hurley, is looking
into the R&D reforms in draft Finance
Bill 2022-23. They are expected to
produce a report in December.

David O’Keeffe, an R&D specialist
and member of CIOT’s Corporate Taxes
Committee, told the peers that the
compliance process for R&D relief is
ineffective. Too many claims are getting
through that shouldn’t, which
is tainting the system, he said.

He suggested that some kind of
triage system, building on HMRC’s risk
assessment process and looking at both
taxpayers and their advisers, could be
effective in identifying incorrect claims
while not holding up genuine ones.

But he warned against a ‘draconian
clampdown’ which would defeat the
purpose of the relief.

Responding to Lord Turnbull, a
former Treasury Permanent Secretary,
who had pointed out that the amount
being paid out in R&D credits had more
than trebled in seven years, O’Keeffe
suggested that revised ONS
methodology could be a factor, in
addition to claims being allowed
through that shouldn’t be.

Technical Officer Emma Rawson
gave evidence for ATT. She told the
committee that ATT has serious
concerns about the proposal to require
pre-notification of R&D claims. It won'’t

Political update

Witnesses at the Lords hearing, including David O’Keeffe (front right) and Emma Rawson (back right)

be enough to put off the minority of
agents who use high pressure sales
techniques - they are likely to change
their approach to meet pre-notification
deadlines, she thought. On the other
hand, smaller and newer businesses are
the most likely to lose out.

Rawson suggested there should be
some way for regular tax advisers to
report where they see inappropriate
promotional materials or become
aware of dubious practices.
Additionally, she explained that the

)

CIOT, ATT and LITRG work with politicians from all parties in pursuit of better

informed tax policymaking.

IOT President Susan Ball has
‘ written to the new Chancellor

encouraging him to reconsider
his predecessor’s decision to abolish
the Office of Tax Simplification. Susan
has also written to the new tax
minister Victoria Atkins, welcoming
her to her post and inviting her to meet
with the Institute to discuss issues of
concern, including HMRC service
levels.

It has been a busy time on the

parliamentary committees front, as
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articles elsewhere in this section
indicate. Both ATT and CIOT have
provided written and oral evidence to
the House of Lords inquiry into draft
Finance Bill 2022-23 (see report above).
CIOT has been cited in questioning of
HMRC officials by the Public Accounts
Committee and in a report from a
Scottish Parliament committee (see
opposite).

Head of External Relations George
Crozier has contributed an article on
tax simplification to a pamphlet

current situation puts professional body
members in a difficult position. They
abide by PCRT. There are agents out
there who don’t. Clients may have
engaged an R&D specialist who
prepares an inappropriate claim, then
asks their regular agent to putin a tax
return. This puts the member in an
awkward position.

You can read a liveblog of the
evidence session at tax.org.
uk/311022_rd_relief

published by the All-Party
Parliamentary Group on Anti-
Corruption and Responsible Tax, on
‘What is Fair and Responsible Tax?’.
George also took part in a roundtable
organised by the group in October on
‘Tax in the age of crises’. CIOT Director
of Public Policy John Cullinane took
partin a separate roundtable organised
by the group on tackling aggressive tax
avoidance.

LITRG has written to financial
services minister Andrew Griffith
suggesting improvements to the
government’s proposals to make
‘top-up payments’ to low-income
pension savers who currently miss out
on government retirement savings
incentives.
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CIOT tells MPs of concerns
over HMRC service levels

MRC'’s performance
standards need to
be improved, CIOT

has told MPs on the House
of Commons Public
Accounts Committee (PAC).
In a submission to the
committee ahead of its
hearing with HMRC bosses
on 20 October, CIOT said it
continued to be concerned
about the difficulties that
both advisers and
taxpayers face getting
timely responses and
action from HMRC. The
Institute added: ‘We are
concerned that staff
numbers within HMRC are [NV IZSEIEEN
being cut in anticipation of
securing savings from digitalisation when | ® The government should take a more

Conservative
MP Olivia Blake

these savings have not yet been realised.’ systematic approach to the evaluation
During the hearing, SNP MP Peter of tax reliefs.
Grant challenged the HMRC officials over | ® Thereisan apparent lack of consistency
the decline in HMRC customer service in decision-making following time to
levels, and asked when ‘efficiency savings’ pay arrangement requests.
become cuts in customer service levels.
In the submission, CIOT also told the The Institute’s comments on R&D
MPs that: credits were picked up by Conservative

® Proposed changes to R&D tax credits | MP Olivia Blake, who put them to the
will prevent some genuine claimants officials. Responding, HMRC chief

from accessing the relief. executive Jim Harra acknowledged that
® Complexity and frequent changes to policing error and fraud risks while

the Coronavirus Job Retention making sure that legitimate claimants

Scheme were the cause of many can access them ‘is a balancing act’.

taxpayer errors in relation to the The short inquiry is expected to lead

scheme. to areportin December or January.

MSPs note CIOT
concern in report

new report from the Scottish by CIOT that there is a lack of evidence

A-Earliament’s Finance and thus far of sustained behavioural change
onstitution Committee draws as a result of existing differentials.
attention to the CIOT’s suggestion that an However, it acknowledges concerns that
annual Finance Bill for the Scottish the potential still remains for tax
Parliament be explored. The committee differentials to deter investment.
published its pre-budget inquiry report on The committee also acknowledges
3 November, ahead of the planned Scottish | comments made by CIOT and the David
budget on 15 December. Hume Institute around the prospects for
Amid concerns around the prospect the reform of council tax, which the

of further income tax divergence that Scottish government has already
could have resulted from September’s UK | acknowledged is unlikely in the current
mini-budget, the report notes comments parliament.
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In the news @
Coverage of CIOT and ATT

in the print, broadcast and
online media

‘We urge HMRC to keep this issue as a priority
and review all repayment agents’ practices,
not just in relation to assignments, but other
areas of consumer protection. Where agents
fall short, HMRC should use all existing
powers open to them to take immediate
action to protect taxpayers.’

Victoria Todd, Head of LITRG, quoted in
the Daily Mail after HMRC’s announcement
it will refund people who lost money to one

refund company, 4 Oct

‘What is needed is a more strategic review of
the taxation of labour to address the factors
which make this so contentious. The aim
should be to minimise the differences
between being taxed as an employee, as
self-employed and contracting via a company;,
or at least making the distinctions clearer.’

John Cullinane, CIOT Director of Public
Policy, quoted in The Times on changes to
off-payroll working, 17 Oct. ATT’s Emma
Rawson was quoted in the Financial Times,
21 Oct, on the same topic.

‘The government is limited on tax changes by
the Conservative manifesto. The government
may just create new taxes to get around it or
even a possible freeze on thresholds.’

Emma Rawson, ATT Technical Officer,
BBC News Channel, 1 Nov. Additionally
Emma’s colleague, Helen Thornley,
appeared as a guest on Radio 4’s
Money Box, 19 Oct.

‘We are contacted by people saying they have
received three or four letters from different
reclaim agents and they want to ask for our
opinion. Sometimes they are a complete
non-starter. These agents are often just firing
off letters on the off chance.’

Marc Selby, Chair of CIOT Property Taxes
Committee, quoted in the Daily Telegraph
on a surge in falsely claimed SDLT relief,
23 Oct

‘Susan Ball, President of the Chartered
Institute of Taxation, has written to
Kwarteng’s successor Jeremy Hunt, arguing
that keeping the OTS as an independent
organisation would help prevent the risk of
in-house tax simplification efforts retreating
to “group-think”.

Financial Times, 2 Nov
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Charities

Christmas campaign

Valerie Boggs, CEO of TaxAid and Tax
Help for Older People on how you can
support people in poverty and debt to
cope with the cost-of-living crisis.

axAid and Tax Help for Older
| People provide free tax advice for

people on low incomes who need
professional advice but can’t afford to
pay for it. The people we help have
nowhere else to turn, and demand for
our support is increasing. No other
charities can or do provide the help we
do - thanks to our amazing volunteers
from the tax profession who give their
time and expertise free of charge.

Tax debt brings enormous stress and

anxiety and is often another burden on

top of low income, disability,
bereavement, frailty or poor mental
health. Calls to our helplines have
increased significantly this year as the
cost-of-living crisis pushes more people
into poverty and debt.

We have helped more than
20,000 people across the UK this year,
ensuring they understand their
liabilities and that they pay the right
amount of tax. Our beneficiaries often
find that as well as their tax problem
being resolved, their tax debt is
remitted or refunded. For those living in
poverty, this can make a life-changing
difference.

Margaret (not her real name) called
Tax Help for Older People as she was
unable to verify her identity for her
online tax return. She spent hours going

round in circles, but as she did not have
a passport or a credit card, she was
unable to prove her identity. She
contacted HMRC by phone, by letter and
via web chat and was told she couldn’t
be verified. She found this very
distressing - she is 63 and has worked
since she was 16, and to be unable to
verify her identity made her feel
invisible.

Our adviser submitted an appeal,
advised her on filling in a new tax
return and was successful at
overturning her late fees. Margaret
wrote to her adviser: ‘Tam so over the
moon. I am crying happy tears. You've
turned everything upside down and
made it alright again. I don’t know how
I can ever thank you enough.’

Many more people like Margaret
will need help and support with their
tax over the next few months. Please
help us to support them with the
independent expert advice they need
by donating to the charities’ joint
campaign at: cafdonate.cafonline.org/
18211. Thank you.

Technical

Spotlight on the CIOT’s Indirect Taxes Committee

e Indirect Taxes Committee (ITX)
| focuses on VAT, customs duty and
import/export process, excise duty,
insurance premium tax, and
environmental taxes/levies and it meets
quarterly for half day meetings. The
committee is chaired by Gabby Donald,
the vice-chair is Nick March, and the CIOT
technical officer is Jayne Simpson. Our
committee volunteers are from a wide
range of backgrounds, including practice,
legal, industry, HMRC and public sector,
aswell as from other representative
bodies, which brings significant indirect
tax experience to the group.
ITX is represented on several HMRC
indirect tax forums including:
® Joint VAT Consultive Committee (VAT);
® Land and Property Liaison Group
(VAT);
Insurance Liaison Group (VAT/IPT);
Finance Liaison Group (VAT);
Split Payments Working Group (VAT);
Joint Customs Consultative Committee
(customs duty/import export
processes);
® Joint Customs Consultative Committee
Guidance Sub-group (customs duty/
import export processes); and
® Joint Alcohol and Tobacco Consultative
Group (excise).
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We regularly engage with the Joint VAT
Consultative Committee outside of the
quarterly meetings, raising issues of VAT
policy, for example on postponed VAT
accounting, and highlighting member
feedback, which for this period has been
largely focused on service issues.

ITX volunteers have also been engaged
with HMRC on specific issues such as VAT
service levels, the VAT aspects for
uncertain tax treatment rules, the new
penalty reform system, Making Tax Digital
for VAT, the new online VAT registration
system, VAT and electric cars, employee
expenses, the online application system
for partial exemption special methods,
and the plastic packaging tax.

Outside of HMRC engagement, we are
represented on the indirect tax committee
of the CFE Tax Advisers Europe and also
attend other representative bodies’ VAT
and indirect tax committees, such as the
ATT, Charity Tax Group and the Institute
of Chartered Accountants of England and
Wales.

Recent submissions include our
response to the proposed online sales tax
(tinyurl.com/4n44hbuc), to which we
voiced our opposition. Gabby debated our
position as a panel member in the joint
event with the Institute of Fiscal Studies

(tinyurl.com/4t9tayw6). We also submitted
comments on the online sales tax to the
Treasury Committee inquiry for the
Autumn Budget and Spending Review
2021, along with comments on the alcohol
reform review. We contributed to other
indirect tax consultations in 2021/22,
including the independent customs
regime, treatment of the aggregates levy
in construction works, and simplifying
the land exemption for VAT. We raised
significant concerns with the VAT and
value shifting proposals, and the project
has now been placed on hold.

Every year, ITX runs a VAT conference,
an all-day training event with leading
experts in their field discussing current
and upcoming VAT topics. After two years
of hosting the conference online due to the
pandemic, we returned to an in-person
event in London. Topics included VAT and
cryptocurrency, HMRC’s new penalty
system, topical VAT cases, VAT and
property, international trade, and
considerations for VAT groups with
overseas branches. The event was chaired
by Gabby, and it was great to meet with
CIOT members and VAT specialists on the
day.

Jayne Simpson
jsimpson@ciot.org.uk
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Qualifications

CIOT introduces the new Diploma in Tax Technology

Diploma in Tax Technology modules

Introduction
The first four modules are
designed to kick start and

refresh candidates with the
current tax landscape:

MODULE 1 Understanding
tax technology and its
impact: an overview

MODULE 2

Types of tax technology
data

MODULE 3

Data ethics, governance &

data security

MODULE 4
Emerging technologies

MODULE 6
Managing and handling tax

Skills for the tax technologist
The second group of modules
underpins the programme

where you choose either
module 7 or 8.

MODULE 5 Choose either module 7
Introduction to project and or 8:
product management

MODULE 7

Deep Dive into tax

MODULE 8

Essential technology tools

for data handling

The new distance learning programme is designed to give
candidates a solid grounding in the use or administration of tax

technology.

Diploma in Tax Technology
|

technology management

e future of tax is digital. The tax
| landscape is changing and
advances in tax technology are
increasing efficiencies. Tax advisers can
work faster, more accurately and respond
better to regulatory and reporting
changes. It’s critical that tax
professionals keep up with the rapid pace
of change and this is why we are
delighted to launch our first ever digitally
focused qualification.
The Diploma in Tax Technology
(DITT) launched via webinar on
21 November, with a debate about the
tax tech environment, provingtobea
popular subject, attracting nearly
1,500 attendees. Aimed at existing tax
professionals, systems specialists aligned
to tax, those working in the tax software
and tax tech industry, and tax
professionals returning to work after a
career break, as well as those looking to
join the tax tech profession, the syllabus
for the DITT is set at educational Level 4.
Itis available online and on demand.
Tolley Academy has been chosen as
the course host by CIOT to deliver this
distance learning course and facilitate
the assessments. There are eleven
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modules with two routes which can be
followed, depending on whether the
candidate wishes to get a solid grounding
in the use of technology or in the
administration of technology. The
modules are a mix of webinars, reading
material and questions to practice.

The syllabus has been designed as a
broad-based instructional programme to
give candidates a wide foundation in this
area. Assessments are inbuilt to the
programme, and it is necessary to pass
them in order. Technology is a fast-
moving discipline, and the modules will
be reviewed and updated annually to
ensure the qualification remains highly
relevant.

Skills and recognition in tax

technology

The Diploma, as shown in the diagram,

consists of three layers of learning:

® Modules 1to 4 are designed to
kickstart and/or refresh candidates
with the current tax landscape.

® Modules 5 to 8 underpin the
programme, where you choose
either Route 1 (Deep dive into
technology management) or Route 2

Skills for the tax practice
department

The third and final set of
modules are designed to reflect

the application of what has
been learnt in the earlier
modules, and enhance existing
professional tax knowledge:

MODULE 9
Understanding the shift to
digital tax administration

MODULE 10
HMRC'’s ten-year strategy

MODULE 11

Opportunities for delivering
a more holistic, proactive
service

(Essential technology tools for data
handling).

® Modules9to 11 are made up of the
Making Tax Digital (MTD) modules,
the syllabus for which is designed to
reflect the application of what has
been learnt in the earlier modules,
and existing professional tax
knowledge.

Learning outcomes
Learning outcomes have been developed
for each module.

The overall learning outcome that
candidates can expect to gain following
the course is to be able to converse
confidently about tax technology with
experts, and to be able to work within
tax technology project teams (although
not, at this level, to lead such a project).
Candidates will also know how to
research and assimilate relevant data.

Gaining the Diploma will help to
ensure that tax professionals are better
equipped to provide relevant tax practice
and governance updates for their clients,
and will open the door to a tax digital
future.

The DITT provides learning and
certification for tax professionals facing

the challenge of digitalisation in taxation.

- To find out more about the DITT
programme, learning and details on
how to register visit: www.tax.org.uk/ditt
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Membership

Membership Requirement:
Your 2022 Annual Return

n Annual Return must be

Aﬁ:mpleted by all CIOT and ATT

embers and ADIT Affiliates each
year (excluding students or those who are
fully retired). All members and affiliates
should receive an email reminder to
complete the return and pay any
subscriptions due. If an email is not
received, members must still ensure they
fulfil this important membership
requirement.

Why do we require an Annual
Return?

CIOT and ATT members and ADIT
Affiliates are required to meet high
professional standards as these are
essential in retaining our reputation for
excellence in tax, and maintaining trust
in the tax profession by the public, HMRC
and others. The Annual Return is one of
the tools we use to ensure that standards
are being followed as we ask you to
confirm that you are meeting a number
of membership and legal requirements.

Here are our ‘Top 10 Tips’ to help

you to complete this year’s form:

1. The form can be accessed at
https://pilot-portal.tax.org.uk and it

works best accessed through the
following browsers:

® Microsoft Edge v86 or higher
® Google Chrome v86 or higher

Some members have previously
experienced problems using Firefox and
Internet Explorer so these browsers are
best avoided where possible.

2. The deadline for submission of the
return is 31 January 2023.

3. Remember that you are answering
questions about compliance during
the year to 31 December 2022.

For your information, there will

be some minor updates to the

continuing professional development

(CPD) and professional indemnity

insurance (PII) regulations and

guidance applying from 2023, but for
this annual return you should answer

based on the requirements in 2022.

4. Members are asked whether they
work in tax. Make sure you answer
this correctly so that the form
generates the correct questions which
need to be answered. You are working
in tax if you provide tax compliance or
tax advisory services in private

Technical

practice, the public sector, commerce,
industry, not for profit sector or in any
other form.

5. Ifyouundertake more than one
activity - for example, you are in
employment and also run your own
business - please remember to select
all the appropriate options so that
you answer the required questions
relating to each role.

6. Ifyouare working in tax and have your
own business, you will be asked to
confirm your anti-money laundering
(AML) supervisor. If your supervisor
is not on the drop-down list please
answer ‘No’ to the question: ‘Does your
practice/firm/partnership have an
anti-money laundering supervisor?’
and give an explanation in the box
provided.

AML supervision is not provided
as part of your membership
subscription and requires separate
registration. Members are not
meeting their legal requirements if
they are in business providing tax
services and are not registered for
AML supervision.

Further information about
registration is available on the
websites of CIOT at www.tax.org.uk/
amlsreg and ATT at www.att.org.uk/
amlsreg.

7. The return asks members providing
tax services by way of their own
business to confirm they have PII in
place and there is a new question in
the 2022 form asking which insurer is

The Journal of Tax Administration

he Journal of Tax Administration
(JOTA) was launched in January 2015

by CIOT and the University of Exeter,

inspired by the establishment of the Tax
Administration Research Centre (TARC)
and funded by the Economic and Social
Research Council (ESRC).

The vision for the Journal was to
become an independent academic
periodical, drawing together a range of
academic disciplines and research, and

making them relevant to the practice and
problems of tax administration and related

policy throughout the world. To date, we

have published 13 issues and the next one

is coming out in a few weeks. CIOT will
feature strongly in the upcoming issue,
with an article, a book review and a
commentary directly linked to the CIOT
staff or affiliates.
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The founding editorial team was
comprised of Professor Lynne Oats,
Dr Miguel Fonseca and me, Professor
Nigar Hashimzade. After Lynne and
Miguel stepped down, I continued as the
Managing Editor and was recently joined
by Dr Stephen Daly. Ms Justine Davis is
our Editorial Assistant.

Thanks to the generosity of CIOT,

JOTA provides full open access online to its

content, and has not charged contributors
any submission fees since its inception.
This makes JOTA particularly attractive
to both authors and readers in developing
countries. Not surprisingly, the paper
‘Improving tax administration in
developing countries’ by Richard Bird
(April 2015) is the second most cited paper
published in JOTA (with 21 citations) and
also the second most downloaded paper

Ll JOTA

Journal of Tax Administration

(with 5,123 downloads so far). Atthe same
time, the geography of our authors goes
beyond the developing world and to date
spans 35 countries across the globe.

We publish regular and special issues
twice a year (with Covid-19 years being an
exception), and to date we have published
special issues on Shadow Economy,
Taxpayer Rights, Cooperative Compliance
and The Tax Profession in the Spotlight.
The latest special issue on Taxation of
Crypto Assets is under preparation.

JOTA publishes academic articles,
reviews of books and periodic literature,
and commentaries of tax administration
practitioners. All academic articles are
subject to double-blind peer review to
ensure the high-quality standards of our
publications. Our external visibility is
constantly growing. Over the last
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providing the cover. It may be helpful
to have these details to hand before
starting to complete the form.

8. Thereis further useful guidance on
how to complete the Annual Return
questions on the websites of CIOT at
www.tax.org.uk/arguide and ATT at
www.att.org.uk/arguide. Thisis a
particularly useful reference point for
those who are unsure how to answer
the PII or CPD questions as a table is
included setting out the requirements
and what you need to tell us
(depending on your circumstances).

9. The form generates a summary of
all the answers provided for you to
review and edit (if necessary) before
final submission. We recommend
checking this summary, as experience
has shown that it can sometimes be
easy to hita wrong button and give an
erroneous non-compliant answer!

10. Ifyouneed any other assistance
with completion of the Annual Return,
how to answer particular questions or
if you have concerns that you have
not met all your membership
requirements, please contact
membership@tax.org.uk or
membership@att.org.uk.

Itis important to contact us if you need
any help or are having any difficulties so
we can work with you to ensure
compliance. Ignoring reminders and
failing to meet this membership
requirement will result in referral to the
Taxation Disciplinary Board.

five years, our webpage has received
around 15,500 views per year. During
the same period the number of full
issue downloads grew from 476 to
3,512, and individual article
downloads increased from 7,939 to
19,560. According to the Web of
Science, the global citation database,
our publications have been cited

216 times to date, with an average of
27 citations per year. JOTA has also
organised several mini-conferences
attended by academic researchers and
tax administrators: The Changing
Shape of Tax Avoidance; Trends in Tax
Exceptionalism and Tax Litigation;
and The Tax Profession in the
Spotlight (which led to a special issue).
These events have been interrupted by
the Covid-19 pandemic, but we hope to
resume them in the future.

Nigar Hashimzade
Managing Editor,

Journal of Tax Administration
http://jota.website
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A MEMBERS VIEW

Henry Smith-Langridge

Founder, SHE Tax Advisers

This month we are excited to shine the spotlight on
Henry Smith-Langridge, and ask him how he came to

work in the world of tax.

How did you find out about a career
in tax?

I found out about a career in tax by pure
chance. When I was 18 years old,  had
just finished Sixth Form College and was
undecided about what I wanted to do with
my life. I saw a job opening for alocal
boutique tax firm and decided to
immediately apply. I had no backup plan
and no job prospects, so thought I would
take a gap-year to figure things out before
making any serious career decisions.
Eventually, a gap-year became two and
then three, and so on. Before I knew it, I
was studying for my ATT exams to become
a qualified Tax Technician. I decided that
actually a lot of my analytical thinking
and skills aligned themselves well with a
career in tax, so I decided to stay!

Why is the ATT qualification
important?

For me, the ATT qualification is an
excellent, well-rounded qualification to
give tax technicians a high level of tax
understanding on a wide range of tax
topics that, as professionals, we are bound
to come across at some point or another.
Therefore, it is essential for anybody
looking to develop their tax knowledge to
embark on the ATT qualification.

How would you describe yourself
in three words?
Caring, emphatic, ambitious.

Who has influenced you in your
career?

My two greatest influencers on my career
are my soon-to-be wife, Shriya, and my
first boss and mentor, Simon.

What advice would you give to
someone starting their career?

My greatest advice to any professionals
starting out is to give it time. All good
things take time to develop or achieve, and
a career in tax is no different. In my first
jobin tax, I started by scanning documents

and making cups of tea for the directors of
the firm. These types of tasks are not what
dreams are made of, but it was a necessary
learning experience for me thatI have
taken with me for the rest of my life.

What are your predictions for tax
advisers and the tax industry in the
future?

Tax, in some shape or another, has been
around for over 5,000 years: so it is safe to
say it’s not going anywhere anytime soon.
My predictions for the future are that tax
compliance will become increasingly
automated and a tax adviser’s role will
increasingly become more advisory based
-which is a great thing.

Tax advice, particularly with
individuals, requires a lot of relationship
building and big-picture thinking, which
(for now) seems quite difficult to automate.
Automating tax compliance will certainly
do away with the ‘robotic’ parts of our jobs
and make our jobs more human.

What advice would you give to your
future self?

Everything happens for a reason, even

if that reason is not obvious at the time.
Give it enough time and the reasons may
become obvious.

Tell me something about yourself
that others may not know about
you.

I absolutely love cats. My partner and I
have an adorable Siamese cat that we
adopted from our Animal Rescue, where
we volunteer. We fell in love with her when
we were rehabilitating her.

Contact

If you would like to take partin

A Member’s View, please contact
Jo Herman at:
jherman@ciot.org.uk
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Webinars

Kickstarting the ATT and CIOT Employer Webinar Series

@ Q0

Chartered
Institute of
Taxation.

Employer Webinar: 6 December | 11.00 - 12.30

Support the learning
journey of tax trainees

Register at: www.tax.org.uk/employer-webinar

n 31 October, ATT and CIOT
O jointly launched their first

virtual employer webinar in a
series of three to help employers of ATT
and CTA trainees through their
recruitment to retention journey. The
aim of this webinar series is to share
best practice and insights in the

recruitment, support, development and
retention of tax trainees.

The first webinar, ‘Attract
and recruit the best talent in tax’, was
supported by Jenny Catlin, Head
of Professional Education, and Amelia
Chapman, Early Careers Recruitment
Manager from Deloitte UK, who

Event

ATT/CIOT Sheffield Branch
50th Anniversary Dinner

Attract and recruit
" : 3 the bes! talent in tax
How to differentiate your offering

* What is your USP?

* What are you known for?

* What do you want to be known fi

* Remote working

+ Can you be location ‘agnostic’?

* What flexibility can you offer?
N - Rewrite you job spec.

Attract and recruit
the best falent in fox g8

Difficulties

* Compliance = much bigger pool of tall

* Advisory
+ Why do some people not want it?
* I made the advertisement too scary
* Need to recruitin advance

* Is there another me out there?

n 27 October 2022, the Sheffield
Branch was in full swing
celebrating 50 years of

voluntary local service with a black-tie
dinner at Tankersley Manor Hotel
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hosted by the new branch chairman
Paul Benton.

The event was exceptionally well
attended with specific thanks going
to Susan Ball and David Bradshaw,

Presidents of the CIOT and ATT; Lord
Mayor of Sheffield Sioned-Mair
Richards; Helen Whiteman and Jane
Ashton, CEOs of the CIOT and ATT;
David Wright, representing Mattioli
Woods Plc who were the primary
sponsor for the evening; past
Chairman of the branch Peter
Wingfield; and to Chris Brydone, Zoe
Roberts and Kieron Batham-
Tomkinson.

Guests were entertained
throughout the evening with magic
tricks from local magician Nigel
Francis, who kept everybody
enthralled with perfectly executed
illusions leaving many bamboozled
looks around the room! The venue was
a fabulous setting for a party and the
food fantastic; the chef should be
particularly congratulated for the
exceptional Yorkshire puddings!

Lord Mayor Sioned-Mair Richards
delivered a wonderful story of the
charitable work she undertakes under
the umbrella of the Lord Mayor’s
Charity, providing access to books and
reading stories to disadvantaged
children directly at her Chambers
each week (even allowing them to try
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candidly shared their recruitment
strategies, career pathways and
selection process.

We were joined by Barry Jefferd,
Tax Partner of George Hay Chartered
Accountants, who identified challenges
in recruitment from a small firm’s
perspective. He highlighted how to be
agile and proactive in recruitment,
given the challenges presented by the
economic climate.

Recruitment specialist Georgiana
Head also joined us to offer expert
advice on how to recruit more
effectively. She explained how to
improve response rates when
advertising on job boards and finished
with her valuable insights on salary
expectations in the current market.

If you are an employer supporting
tax trainees and missed our first webinar
you can view it at: bit.ly/3TSry9E.

Our next employer webinar will be
‘Supporting the learning journey of tax
trainees’ and will take place on
6 December. The webinar will feature
advice and guidance from our tuition
providers. Our Education team will also
provide valuable advice to help support
ATT and CTA trainees.

Reserve your place at the next
employer webinar:

www.tax.org.uk/employer-webinar

Administration

Subscription fees 2023

Briefings |

The Chartered Institute of Taxation (CIOT)

on the gowns and civic regalia),
providing support for those who
have suffered domestic abuse, and
raising funds to improve the
Palliative Care Unit at the Northern
General Hospital which carries
personal significance for her.

Donations were generously
raised for her charity on the night,
and they might just get a gift aid
bonus on top after frantic googling of
gift aid wording which was missing
from the donation envelopes!

Amit Kotadiya was the lucky
winner of the venue-sponsored raffle
prize of a bed and breakfast spa stay
at the hotel. Amit’s wife was
particularly delighted with the prize.
Have a great time Amit and Aiysha!

Overall, the night was
thoroughly enjoyed by all in
attendance until the early hours of
the morning. We Yorkshire folk
know how to party, even on a school
night!

Anyone wishing to getin contact
with the branch for photographs
from the evening or wishing to get
involved with the branch should
email: Sheffield@tax.org.uk.

TAXADVISER | December 2022

CIOT Associate £406
CIOT Overseas Associate £375
CIOT Joint Associate £406
CIOT Joint Overseas Associate £375
CIOT Joint Reduced Associate £80
CIOT Associate Reduced Rate £80
CIOT Retired Associate with literature £80
CIOT Retired Associate without literature £20
CIOT Fellow £423
CIOT Overseas Fellow £387
CIOT Joint Fellow £423
CIOT Joint Overseas Fellow £387
CIOT Joint Reduced Associate £80
CIOT Fellow Reduced Rate £80
CIOT Retired Fellow with literature £80
CIOT Retired Fellow without literature £20
CIOT Retired Life Associate (no literature) £139
Advanced Diploma in International Taxation (ADIT)

ADIT Affiliate £188
ADIT Affiliate Joint Rate £94
The Association of Taxation Technicians (ATT)

ATT Member £225
ATT Joint Member £135
ATT Member Reduced Subscription Not Working £75
ATT Member Low Income Subscription £135
ATT Retired Member with literature £135
ATT Retired Member without literature £20
ATT Fellow £245
ATT Joint Fellow £145
ATT Retired Life Member / Fellow £200

65


http://bit.ly/3TSry9E
http://www.tax.org.uk/employer-webinar
mailto:Sheffield@tax.org.uk

Think Tax. Think Tolley.

TAXATION-JOBS

Search the latest jobs in tax

S e L Visit Taxation-Jobs for all the latest tax
e vacancies and career advice.

eatured Jobe , R Do you have a tax vacancy to fill?
0T N ... GR Adver‘nser§ bene.ﬁt fron.m muI.‘u-channeI
exposure via social media, print,

= === e S enewsletters and more.

pen. @
© =rr @ o e Looking for your next tax role?

N Register today, upload your CV or just
Careerhdvice = browse the latest tax vacancies and career
T e o advice.

e Powered by
TAXATION-jobscouk ==

YOUR CAREER IN TAX
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Our team is growing. Interested in joining us?

* VAT Manager - up to £70k
* VAT Assistant Manager - up to £50k

www.thevatteam.co.uk/vat-jobs

Z THE VAT TEAM

Leading provider of white labelled VAT services for top UK accountancy firms

If VAT is your chosen career, join a team that is dedicated to it
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Chartered
Institute of
Taxation.

We are looking fo strengthen our examining teams for the 2024 exam session and future years. If appointed, work on
the 2024 papers will start in March 2023. You will be required to attend a training session on the morning of Thursday
9 March 2023 with all examiners and also an Examiner’s day with the other members of your feam on your paper
which will take place on a day to be agreed with your team. We are seeking specialists in the following areas who
would like to join us:

e Indirect Taxation

e Taxation of Owner-Managed Businesses
e Taxation of Individuals

e« Human Capital Taxes

e Inheritance Tax, Trust and Estates

e Corporation Tax

Applications are invited from those with at least three years’ post qualification experience who can offer the skills
required to help to maintain and enhance the standard of our examinations. The key requirements for the role are:

e The ability to keep to the tight timetable for the preparation and review of the exam questions and for the
marking of scripts

e Strong technical skills

e Good written communications skills

e The ability to work as a member of a team

You would be part of a feam responsible for drafting, reviewing and marking one of the Advanced Technical
examination papers and for ensuring that the examinations are of the highest possible quality. The time commitment
varies from paper to paper, but most examiners continue to work full-time and carry out CIOT work at weekends and
in the evenings. Typically, an examiner in an Advanced Technical feam will be part of a feam of four and will write and
review half of a paper once a year and will mark questions they have set.

The 2023 syllabus and recent exam papers can be found here.

Past exam papers: www.tax.org.uk/pastpapers

2023 syllabus: www.tax.org.uk/prospectus-and-syllabus

Remuneration is commensurate with the strong skill set demanded for examiners.

If you are interested then please email Jude Maidment a copy of your CV in the first instance: jmaidment@ciot.org.uk.

This will be passed to the Chief Examiner. If you would like to discuss the examiner role then please contact Jude on
020 7340 0577.
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A/ AZETS

Are you deciding on your next
career move in tax?

Discover what a tax career at Azets could look like.

A\ A4
v

When it comes to tax, we pride ourselves on our specialist knowledge and
are dedicated to supporting individuals and businesses save money, time and
inconvenience. Our extensive experience means we are able to advise on a broad range

of complex and interesting issues.

Our team is expanding, and we are looking for highly motivated tax specialists with
a desire to provide excellent client service whilst gaining exposure to a broad
entrepreneurial client base which range from individuals, SMEs to large

multinational corporations.

Get in touch

Explore our current tax opportunities by visiting our
website www.azets.co.uk/careers/current-opportunities
or get in touch with the Talent Acquisition team at

recruitment@azets.co.uk.

Follow us
im0 ® A
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In-house Assistant Manager ”
Bradford i

£50,000 to £55,000 + benefits -

In-house tax team seeks a qualified corporate tax professional. In
this role, you will deal with all round corporate tax compliance and
reporting work and assist tax directors with advisory work. Your role
will include: preparation of monthly and quarterly reporting under
US GAAP; preparation of the annual UK tax computations, including
liaising with the relevant teams in Finance and the wider business to
obtain information; preparation of tax disclosures for UK statutory
accounts under FRS101; involvement with transfer pricing reporting;
and the opportunity to get involved in VAT and employment tax
work. Would consider a full or part qualified tax professional. Free
parking and hybrid working available. Call Georgiana Ref: 3282

Group Tax Manager or Accountant
Sheffield or remote working /
To £56,000 + bonus + benefits

This is a great opportunity for an in-house tax specialist to
work mainly remotely. This business can also support a 4 day
week. The role is tax accounting biased, being a key business
partner for the international businesses in the group and
working alongside a tax compliance specialist to give cover on
tax returns. Ideally, you will be qualified - ACA, CTA, ACCA or
equivalent. You will be able to help run SAO and put controls
and processes in place for improved reporting and forecasting.
Friendly team that travel around once a month or less to
Sheffield. Call Georgiana Ref: 3316

Tax Manager
Congleton
fexcellent

Independent accountancy firm in Congleton (or East Cheshire)
seeks a tax manager to oversee a tax compliance and planning
function. This is an opportunity to develop and grow the tax
department within the practice. You will supervise a small team
and train them accordingly. The firm is looking for someone
to establish and build long term relationships with clients
including owner-managers and their businesses and high net
worth individuals.You will offer practical solutions using your
solid all round tax knowledge. Call Georgiana Ref: 3300

GEORGIANA HEAD

Director

Tel: 0113 426 6672
Mob: 07957 842 402

georgiana@ghrtax.com

Group Tax Manager
Hull or remote with travel
fexcellent

Large international group is expanding its tax team and looking
for an experienced corporate tax professional who can help run
compliance and reporting. In this role, you will business partner
with overseas entities and tax advisers to ensure compliance
deadlines are met. You will be a focal point for corporate tax
compliance on a global basis. There is also the opportunity to
deal with project work such as R&D tax and assisting the head
of tax with transaction work. Would consider someone remote
working who could travel to Hull once a week. Would also
consider a part time hire for a more experienced candidate.
Call Georgiana Ref: 3295

Corporate Tax Private Business
Leeds or Manchester
£50,000 to £80,000 + benefits  °

Our client is a large accountancy firm. They seek a manager or
Associate Director to join their team in the North of England.
Ideally, you will be a corporate tax professional who really enjoys
dealing with privately owned businesses. In this role, your clients
will range from family businesses to private equity backed. You'll
work closely with colleagues in personal tax to advise the owners
as well as the business. Perhaps you currently work for a larger
independent firm or a Top 20, and are looking for promotion
prospects and a great salary and benefits package? Hybrid and
part time working available. Call Georgiana Ref: 3305

Corporate Tax Manager
Huddersfield
fexcellent

Our client is a long standing independent accountancy firm based
in Huddersfield. This tax team seeks a corporate tax or mixed tax
manager. This role could be full time or part time. Working with a good
quality OMB client base, you will advise on all areas from compliance
to structuring. As you build in confidence, you will become a trusted
advisor to your clients. This role is office based but can be worked
on a hybrid basis. Ideally, you will have a relevant professional
qualification (ATT, CTA, ACA, ICAS, ACCA) but those qualified by
experience will also be considered. Call Georgiana Ref: 3292

www.georgianaheadrecruitment.com
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MEDICAL

ACCOUNTS - TAX - NHS PENSION

Chartered Accountant - Chartered Tax Adviser

VE Medical

Tax Senior - Medical Specialist - Wilmslow or remote working
£28,000 to £42,000 dependent on experience and qualifications

This is an exciting opportunity to be part of a
small but rapidly growing independent firm which
specialises in dealing with medical professionals.
This is a modern, forward-thinking practice which
can offer a great work life balance including
remote working, flexible working (including term
time hours).

Working directly with the principal you will have the opportunity
to learn new skills. You'll get the chance to train new graduates
and there is scope for promotion.

Your role will include:

Managing a portfolio of GP's and locum doctors. Helping
them navigate their tax affairs.
Helping them plan and save for their tax liabilities;

+ Advising on permitted expense deductions to optimise
tax relief;

Establishing and optimising their NHS Pension tiered rate;
Preparation and submission of tax returns;

Obtaining tax refunds on professional fees, subscriptions,
certain exam costs and other allowable expenses for
current and earlier years;

National Insurance Contributions review and refund
claims;

Checking Tax Coding notices to minimise any unexpected
tax at the end of the year;

+ Annual Allowance pension tax calculations, Scheme Pays
Election forms and ongoing review;

- Tax and accounting advice on property rentals and other
non-medical source income and capital gains.
Capital Gains Tax Reports for residential
disposals.

Dealing with HMRC.

Helping supervise graduate recruits.

property

Our client will consider a full or part time worker and can offer
great flexibility. The ideal candidate will have a personal tax
background with experience of dealing with small businesses
and sole-traders. Any experience of medical practitioners would
be an advantage but full training will be provided. ATT or similar
tax or accounting qualification or qualified by experience.

Call Georgiana Head on 07957 842 402

WE'RE HERE TO BE YOUR MATCHMAKER

Whether you are chasing your tail with tax recruitment
or sniffing out the perfect career.
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GUIDING YOU TO THE BEST TAX JOBS IN THE NORTH OF ENGLAND

IN-HOUSE TAX MANAGER
(PRIVATE CLIENT/ FAMILY OFFICE)

STAFFS £excellent plus bens

This is a fabulous and unique opportunity for a private client tax advisor or global mobility
advisor to move in-house within a fast growing privately owned group. The work will be varied
s0 you will need specialist knowledge in areas such as income tax, property tax planning,
capital gains tax and inheritance tax OR expat taxes. Ideally suited to someone from a large
accounting firm at manager or senior manager level ready to take on a new challenge.

Hybrid working with ideally 3 days in the office. R3412
TAX PARTNER
MANCHESTER £six figures

Our client is a dynamic, forward thinking and growing firm based in Manchester with an
exceptional team and client base. As a result of continued growth it is looking to recruit
a Tax Partner with well rounded skills to play a key role in leading and developing the tax
team alongside the other partners. This is an exciting opportunity that would suit either
an established tax partner or an ambitious director. A3415

TAX RISK & GOVERNANCE (IN-HOUSE)
STOKE ONTRENT / HYBRID £dep on exp
Brand-new tax role focused on the Group’s tax governance, risk management, tax
controls, compliance and associated processes across taxes. It will see you working with
a global team of tax experts and across the many areas of the business, developing an
understanding of how the business operates in a range of territories ensuring that tax risks
are effectively managed across the global organisation. You are likely to be operating at
senior manager level or director either in industry or practice. R3416

PRIVATE CLIENT TAX SENIOR /
ASSISTANT MANAGER

MANCHESTER To £41,000

Due to continued expansion within private dlient services this Top 20 firm is seeking
both Tax Seniors and Tax Assistant Managers to join a new function which will not
only develop your compliance skills but develop your advisory skills. Its client base
is a wide range of high-net-worth private clients, these include those with UK and
offshore property interests, property owners, business owners, partnerships and trusts.
The successful person will be at least ATT qualified for tax senior roles, or CTA part/
fully qualified for AM roles. Benefits are excellent and range from a homeworking policy
and homeworking allowance through to the firm'’s Profit-Sharing Plan. C3414

PRIVATE BUSINESS M/ SM

LEEDS To £85,000 dep on exp
Fantastic opportunity for a corporate or mixed tax specialist with experience in advising
privately owned businesses and business owners on a broad range of complex tax
advisory matters. If you are looking to take your career to the next level with a global
business this is the role for you. Flexible / hybrid working on offer and a market leading

remuneration package. Part-time roles available. A3409
CORP TAX MANAGER (IN-HOUSE)
MANCHESTER To £60,000

Reporting to the Group Head of Tax, you will have responsibility for corporate tax reporting,
tax disclosures, return preparation, compliance, tax risk monitoring, to drive performance
of the compliance function and provide other ad-hoc support. A great first move to an
established in-house tax team. Hybrid working with 2 days in the office. R3410

CORP TAX ASSISTANT MANAGER
MANCHESTER To £48,000

Do you want to work for a firm that is extremely passionate about tax and the firm
is driven by growth within Tax? Do you want to have the resources and training that
comes with a National firm but still work within a really close knit team with a great
positive culture? Our client is seeking a talented Assistant Manager (either ready to step
into this role or experienced) to join an established team of 10.With significant growth
expected over the next two years this is an amazing opportunity to gain advisory
experience across a wide breath of corporate projects. C3418

PRIVATE CLIENT AM / MANAGER
STOKE To £45,000

Due to recent growth this local firm of accountants has a vacancy for a Personal Tax
Assistant or Manager. The firm has a diverse client base and the role offers the opportunity
to work in a friendly and supportive environment. The position involves working on an
interesting portfolio of personal dlients including preparing personal tax returns and
liaising with clients and HMRC where necessary. The firm has a strong focus on personal
development and work life balance — even during the busy periods! C3413

¥
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longman

tax recruitment

Tel: 0333 939 0190 Web: wwwitaxrecrurt.co.uk

Mike Longman FCA CTA: mike @taxrecruit.co.uk; lan Riley ACA: ian@taxrecruit.co.uk; Alison Riordan: alison @taxrecruit.co.uk; Claire Randerson Smith: claire @taxrecruit.co.uk
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TAX - TECH - LEGAL

Do you work in, or have you
ever thought of working in
Financial Services?

There are so many different industries within tax, so why
would you choose to work in the Financial Services sector?

Room for career progression in this area is at a peak.
Salaries and benefits are competitive.

There is excellent capacity for support and training.
International clients create interesting work.

FS knowledge is exponentially becoming more desirable.
Gain the experience now, and boost your appeal.

Why are we telling you this?

Due to the current success of this industry, we find ourselves
working on more Financial Services Tax roles than ever before.

If you are an FS tax professional, or are considering finding out
\ more about this sector, we would love to hear from you.

Interested in finding your next opportunity?
Get in touch.

& N @B o v

inl J

Email Phone Website Social
av@andrewvinell.com +44 (0)20 3926 7603 www.andrewvinell.com @avtrrecruitment
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We are delighted to say that we have now been in operation for four
successful years, and wish to extend our thanks to everyone in our
company, all of our candidates, and all of our clients.

We hope that you all enjoy the festive season.

This year we are donating to a charity we

have continued to support across the

A 4 years. Crisis is a wonderful organisation
y
which works with homeless people
v >
year-round. ]
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Merry Christmas from all of us at AVTR!

Interested in finding your next opportunity?

Get in touch.
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av@andrewvinell.com +44 (0)20 3926 7603 www.andrewvinell.com
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