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A Member of Crowe Horwath International

About Crowe Clark Whitehill
Crowe Clark Whitehill is a leading and award winning national audit, tax and advisory firm. With nine offices across the UK, the
firm works across five strategic sector groups; Corporate Business, Non Profits, Pension Funds, Professional Practices and Private
Clients. Crowe is the UK member of Crowe Horwath International, the eighth largest global accounting network, with more than
150 independent accounting and advisory services firms, 640 offices and nearly 28,000 professionals in more than 100 countries
around the world.
Corporate Tax – Director, Partner Designate or Partner level
London
We have a unique opportunity at a senior level within our
prestigious London Corporate Tax team, taking full ownership
for the planning and execution of a market-leading corporate tax
service across a broad range of UK clients. As part of the Tax
leadership team, you will work closely with our experienced and
respected partners in helping to deliver outstanding portfolio work
across our existing client portfolio (owner managed-businesses,
through to listed plcs), provide best-in-class service on our varied
projects and oversee the delivery of an exemplary business
development strategy to match our ambition. You should be a
chartered tax professional, an already a confident leader with
extensive practical experience in all tax subjects. You will also
have a sound understanding of how a well-defined tax strategy
benefits departments across our entire firm, using this awareness
to promote additional services to your client portfolio.

Corporate Tax Manager
Reading
We have an exciting opportunity for a driven individual to join
our successful Corporate Tax team in our Reading office. You
will work closely with an experienced team of tax partners and
directors delivering Corporate Tax advice both directly to clients,
and in conjunction with colleagues from other disciplines.
You will be responsible for managing and overseeing the
Corporation Tax compliance cycle for a variety of clients across
different industry sectors, with varying ownership structures.
You should have a proven track record of providing a high level
of client service and able to develop and maintain strong client
relationships. You will have the opportunity to get involved in
business development initiatives and promotion of the firm’s
services to clients and prospective clients. You should be ACA/
ACCA or ATT qualified (or equivalent) with extensive practical
experience and up to date technical competence.

Share Plans Manager/Senior Manager
London
The Share Plans practice is a growing part of the very successful
Employers Advisory Team and is now looking for an experienced
share plans manager or senior manager to help them deliver their
exciting business plans. This is an opportunity to work directly
with the partners to deliver commercially focused, well thought
out incentives to a variety of clients across different industry
sectors with varying ownership structures. You should have a
proven track record of high levels of client service in all aspects
of the design, drafting and implementation of share plans and
other incentive arrangements, as well as the various aspects of
employment taxes. This includes management team advice on
transactions as well as share plan and other benefit reviews. You
will be encouraged to take part in the team’s business development
activity. You should be either CTA qualified (or equivalent) or a
qualified solicitor with extensive practical experience and up to
date technical competence. We’re looking for an enthusiastic
team player with excellent communication skills.

VAT Assistant Manager/Manager
Midlands/Cheltenham
Due to continued growth and development we are looking for an
ambitious VAT professional to join our well established team. Your
role will see you offer crucial support to a senior manager and
partner in our Midlands and Cheltenham offices. You will have
the opportunity to utilise your in-depth, technical knowledge of
VAT matters and apply this knowledge to develop solutions to
complex technical issues for a varied client base. You will be
expected to write high quality VAT reports and will be the focal
point for the delivery of sophisticated VAT advice to your clients.
You will have a good grounding of VAT experience providing VAT
compliance and advisory/planning to mixed clients. You will be
looking to carve a key role within a specialist team where you will
be able to see a clear path to progress your career.

Why Crowe Clark Whitehill?
As one of the UK’s leading national audit, tax and advisory firms, we are looking for exceptional people. Our ethos is to promote our
friendly, approachable and professional style as business partners, building strong and long-term relationships with our clients. We
offer you an opportunity to continue your career and work for a firm that offers stability and knowledge. In addition you can work
alongside experienced professionals who put the client at the heart of everything they do. At Crowe, you will find the expertise, the
resources and, above all, the commitment to help you build a satisfying and rewarding career. In return we can offer you continued
career development, highly competitive salaries and flexible benefits. Plus an opportunity to work for a firm that truly values its people.
For further information on any of these roles or guidance and advice on careers at Crowe, please contact:
Alicia Zarandi, National Recruiter, Crowe Clark Whitehill, DD: 0121 543 5116, Email: Alicia.zarandi@crowecw.co.uk

The demand for senior hires is extremely high as the profession continues its impressive levels of growth.
Our Partner Search team has seen their busiest quarter to date and all indicators show an expectation of
a continued rise in activity. With the Big 4 focusing on Director appointments and the Top 20 expanding
their specialist teams; it’s a very interesting market.

VAT Partner
East Midlands

Real Estate Partner
London

A Top 20 firm seeks a Partner to spearhead their
national VAT practice. VAT has been identified
as a key growth area, this appointment is the
beginning of some significant investment to build
the practice. This greenfield role is perfect for a
Director or Partner looking for a new challenge.

One of the fastest growing accounting practices
in the UK seeks to appoint a Real Estate Tax
Partner. This greenfield role will provide you with
full autonomy, investment and a strong brand.
You will be a business winner with an
entrepreneurial flair.

VAT Director
London

Private Client Director
East Midlands

Mixed Tax Partner
London

Contact Us

This Big 4’s market-leading VAT team is looking
to bolster their offering in London. They have a
track record of promoting Directors to Partner
quicker than their competitors, have an
excellent client base and are focused on hiring
Directors who will be future Partners of the firm.

An opportunity has arisen to join a tax-focused
accounting practice who have seen consistent
and continued growth over the past three years.
This firm boasts a strong brand, has a superb
reputation and offers a great platform to work
from. Joining as a salaried Partner, equity is
expected within 24 months.

WWW.PRO-TAX.CO.UK

One of the UK’s foremost Private Client advisors
seeks a Director to join an already impressive
team. Taking an advisory focus and working on
some of the firm’s leading clients, you will be a
technically talented private client advisor with
strong client skills.

Please contact our Tax Partner Search team
for
more
information
on
the
above
opportunities or for a discussion as to how we
can help you.
Will Short
Tax Consultant
Tax Partner Search
DD: 0207 269 6360
E: will.short@pro-tax.co.uk

Pro-Recruitment Group
20 - 23 Greville Street, London, EC1N 8SS.
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Welcome from the editor
chris.mattos@lexisnexis.co.uk
Editor-in-chief, Tax Adviser

What does it mean to me?

O

ur key points boxes have received a lot
of positive feedback since we introduced
them a couple of years ago. Members
often tell us that an article that at first glance didn’t
seem relevant turned out to be a timely focus.
This month we have three articles which on
the face of them might seem to be of minority
interest but which all have wider applications and
lessons to be learned for practices of all sizes.

that their actions would, or would be likely to,
enable offshore non-compliance they are within
the provisions and these could apply where their
client carelessly, rather than deliberately, failed
to comply with a tax obligation. The CIOT has
issued guidance in this area (http://tinyurl.com/
y8bh8wel) and this considers where advisers
might be at risk of conflicts arising.

Reserved legal activities

On page 38, Adrian Houston looks at a recent VAT
case on the responsibilities of Senior Accounting
Officers (SAOs). Before I read Adrian’s article I
assumed that I wouldn’t find any relevance for my
small practice. He discusses a case where HMRC
considered that a SAO, breached their main duty
by failing to conduct, or have in place any system
of, selective or ‘thematic’ testing or sampling
of figures in the VAT returns, or of individual
transactions to ensure that the figures in the
returns were correct. The legislation required the
SAO to take ‘reasonable steps’ and the question
was whether, in the circumstances of this case,
selective testing was a reasonable step. The judge
was not satisfied that it was, due to the significant
other system controls that were in place and the
work and involvement of KPMG. The case is a
timely reminder that with MTD for VAT just round
the corner, those responsible for the submission
of returns should consider whether their systems
will be sufficient to deal with the potential
obligations under this new regime.

This isn’t aimed at just the legal profession. On
page 18, Margaret Curran discusses new guidance
which the CIOT and ATT have recently produced
(http://tinyurl.com/yak9r85x and http://tinyurl.
com/y84dprt5 respectively) for members for use
when HMRC are suggesting using a deed to settle
a tax enquiry. Members should be aware that
they are not authorised to carry on a reserved
legal activity unless they are also members of the
Law Society or the Bar. The guidance explains that
the drafting, preparation and execution of deeds
is a ‘reserved activity’ under the Legal Services
Act 2007 which can only be carried out by an
authorised or an exempt person. Members should
refer to the guidance to ensure they understand
the legal implications and whether they need to
seek the help of a lawyer.

Members
often share
their thanks that
an article that at
first glance didn’t
seem relevant
turned out to be
a timely focus

Failure to prevent the facilitation of
tax evasion

This isn’t aimed at just those that specialise
in international tax or tax dispute resolution.
On page 36 Jon Preshaw considers the new
provisions for failure to prevent facilitation of tax
evasion, and looks at the next steps for advisers.
In general, consideration should be given to the
extent to which advisory work regarding non-UK
income, assets or gains could give rise to the risk
of penalties for an adviser. If an adviser knew
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A possible future

W

e keep hearing about the pace of
change so this month I thought we
might take a (slightly) light-hearted
look at the possible world of a tax adviser in
2030. I emphasise, I am not endorsing anything
that follows…
Joe Taxadviser was in a reflective mood as he
walked from his kitchen to his home office one
day in January 2030. He’d been in practice and
a member of the Chartered Institute of Taxation
for more than 30 years and he’d been thinking
a lot about how much things had changed.
Yesterday had been a typical example!
He’d started by having the first of several
scheduled meetings with clients. He was glad
no-one had to spend hours every day travelling
to and from work or clients anymore. It had
been such a waste of time! It was the roll out of
the cheap personal holographic device in 2025
coupled with the massive increase in road taxes
and rail fares that had finally killed the office
concept at last. He was still able to ‘see’ his staff
whenever he wanted but he did miss the social
contact. The monthly get together just wasn’t
the same!
He then logged on to his Adviser’s Account
with HMRC. As usual, he felt the slight warmth
as he waved his wrist with the implanted identity
chip over the sensor. It still felt weird but it
had been painless and at least he didn’t need
passwords (or keys or passports) anymore. He
looked at the communications from his personal
Automated Inspector (‘A.I.’) which dealt with all
his cases and responded as appropriate. HMRC’s
headcount had just been reduced by another
5% to only 3,200 people and he wasn’t sure how
they would cope.
He thought about the days when most of his
work had involved preparing tax returns. Now,
with all information being uploaded directly
into the client’s personal tax account (‘PTA’), his
role was instead to check the outputs to ensure
his clients were not being overcharged and
planning opportunities identified. The invention
of the hyper-computer capable of handling truly
massive amounts of data effortlessly and with
better than human intelligence had allowed the
government to abolish cash altogether. With all
payments made electronically and bank accounts
mandatory for everyone, all items in those bank
accounts were analysed and tax calculated
accordingly. HMRC’s Tax Calculator extracted
data directly from every employer’s systems.
Employers paid employees gross and the correct
tax was taken by direct debit. A similar system
applied for the self-employed with tax paid
monthly based on actual receipts and expenses.
It was clever how the system identified
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amounts that needed to be spread and adjusted
automatically.
Of course, the tax system was completely
different now. It was the absurd attempt by all
political parties leading up to the 2022 election
to ‘out-bribe’ voters that had finally persuaded
the public that determining tax policy, just like
setting interest rates, was far too important
to leave in the hands of politicians. Now,
government decided how much money it wanted
to raise in taxes and the social aspects it wished
to achieve but left it entirely to the independent
Office for Tax Policy to decide on the most
appropriate policy, taxes and rates to achieve
those goals. Despite initial hiccups, the system
seemed now to be accepted by all concerned.
The merging of NIC and income tax had been one
of the early results of this change.
The PTA also allowed timely payments of
benefits and had done away with means testing
problems as it was the individual’s personal
‘account’ with the State. As the government
knew exactly what everyone’s income was on
a real-time basis, they could impose charges at
the point of sale and credit the PTA of individuals
who merited it. For example, although everyone
paid their doctor £50 a visit, those deemed to
have insufficient income got an immediate credit
to their PTA with no-one other than them being
aware. It had allowed for comprehensive reform
of the VAT system as well.
Joe then completed his annual return to the
tax Regulator. Established in 2021, the Regulator
had ensured that only those properly qualified
and ethically compliant could practice tax. The
number of members of the CIOT had increased
as a result!
A dream, a nightmare or a curate’s egg? An
absurdity or a realistic prospect? I leave it to
readers to decide…
All the best,

John Preston
President, CIOT
president@ciot.org.uk

Determining
tax policy, just
like setting interest
rates, was far too
important to leave
in the hands of
politicians
November 2017 | www.taxadvisermagazine.com

TAXATION
DISCIPLINARY
BOARD

DIRECTOR
TAXATION DISCIPLINARY BOARD
The Association of Taxation Technicians (ATT) wishes
to appoint a Director of the Taxation Disciplinary Board
(TDB), to succeed the current ATT appointed Director
whose term of office will expire in May 2018.
The TDB was established as an independent body by
the ATT and the Chartered Institute of Taxation (CIOT)
in 2001 to handle complaints against their members
and students. The CIOT and ATT have together over
38,000 members and students, and are the leading
professional bodies in the UK concerned solely with
taxation. Their mission is to advance public education
in, and promote the study of, the administration and
practice of taxation.
In establishing the TDB, the ATT and CIOT took into
account the Human Rights Act and in particular the
need for complaints regarding breaches of professional
rules of conduct to be considered by a tribunal which
was independent of the body establishing the rules.

You must be a member of the ATT and you may be a
qualified lawyer with significant, relevant experience
of disciplinary tribunals, however applications from
suitably experienced individuals from other disciplines
are also welcome.
For further details and an application pack, please email
Faith Mulera at fmulera@ciot.org.uk
Applications must be submitted electronically.
Closing date: January 5th 2018 at 5pm.
Interviews to be held during January/February 2018.
Further information on the ATT
can be found at www.att.org.uk
on the CIOT at www.tax.org.uk
and on the TDB at
www.tax-board.org.uk

European Branch
21st Cross Atlantic & European Tax Symposium
Friday 17th November 2017
Full day conference: 08:30 - 16:45
The Auditorium, Deloitte, 2 New Street Square,
London EC4A 3BZ

Book online at:
www.tax.org.uk/21st CrossAtlantic

Topics to be discussed:
•

P olitic s, T ransparenc y and R egulation of
the T ax P rof ession
•

B E P S implementation and the return of
B E P S A c tion 1 ( D igital E c onomy)

•

Corporate T ax B ase
– U S and U K c orporate tax ref orm
– where nex t?
•

B rex it – impac t on inward investment,
c ompetitiveness, is B ritain bec oming a tax
haven?

Confirmed Speakers:
Chris S anger, E Y H ead of T ax P olic y
H elen M iller, A ssoc iate D irec tor IFS

A ndy S olomon, S ullivan & Cromwell N ew Y ork
Craig Hillier, EY Head of International Tax
A c him P ross O E CD

Conference fee: £230
Follow us on our website www.tax.org.uk and Twitter @CIOTE uropeTax for the latest updates on topics
and speakers or j oin our Facebook group. W e also have a group on L inkedIn.
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ATT welcome
page@att.org.uk
Tracy Easman

Hold on to your hats!

W

indy autumn is a period when tax
advisers and taxpayers hang on to
their macs and hats as they go about
visiting one another, to ensure things are in
place for the run up to the end of the business
year and the online self-assessment deadline.
This autumn our members may grip those hats
slightly firmer than usual as they will be hit with
a flurry of tax announcements that will impact
on their work.
Last year, we welcomed the announcement by
the Government to move to a single fiscal event
from 2018 and new timetable to bring forward tax
changes so they are legislated for before the start
of the tax year. After all, the UK is the only major
advanced economy to make major changes to the
tax system twice a year. The change should mean
that members and taxpayers face less frequent
changes to the tax system and greater certainty
and stability – but we still have to get through a
final hit of double fiscal changes in 2017 before
then, with a second full on Budget at the end of the
month.
The onset of autumn will uncover a packed
schedule for ATT. We have already seen the
publication of the second Finance Bill of the year
and the Autumn Residential Tax Update Conference
at Warwick University. I was able to attend the
joint AAT & ATT Masterclass in London. A real
interactive day for everyone with various examples
for us to work through and to get those ‘little grey
cells’ working. It highlighted, for me at least, the
many ‘quirks’ of our system – the consideration of
the Marriage Allowance and interaction with the
Savings & Dividend Allowances, the ‘opt in’ to the
Cash Basis for those who are self employed but the
need to “opt out” for landlords. How on earth to
remember them all? I know John Preston is writing
about the future of our world in tax on page 4 so
maybe our implanted identity chips will have a built
in reminder system of what to remember?
We now have the publication of the draft
legislation that relate to that second Budget. In
the background are continuing Brexit talks that
will impact on taxation, especially customs. Then
there is the continuing political fallout from the EU
Referendum.
The party conference season was lively, with
each party giving clues to varying degrees as to
their likely tax policies. You can say the battles lines
on tax have been drawn for debates in the House
of Commons in the run up to Christmas.
In March, the Treasury unveiled plans to
create a new watchdog that will tackle potential
weaknesses in the Anti Money Laundering (AML)
supervisory system that criminals and terrorists
may be trying to exploit.
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The Treasury believes the new Office for
Professional Body Anti-Money Laundering
Supervision (OPBAS) will help improve the overall
standards of supervision and ensure supervisors
and law enforcement work together more
effectively.
OPBAS will set out how professional body AML
supervisors such as the ATT should comply with
their obligations in the new Money Laundering
Regulations and ensure they do so, with the
powers to penalise any breaches of the new
Regulations.
It will be funded through a new fee on
professional body AML supervisors and legislated
for by the end of the year. We are still waiting for
final details including costs, but we will update our
supervised members when we know more. The
Professional Standards team have been speaking at
some branches and have also run some informative
AML Seminars at Artillery House. These cover the
new AML regulations that came into effect on 26
June this year and I would recommend that you
review the guidance on our website to ensure that
your firm is up to date with these new rules.
The Government has replaced the existing
Apprenticeship scheme with a new employer
designed Trailblazer scheme and the ATT is proud
to confirm it is part of the Level 4 Professional Tax
Technician Apprenticeship standard. Examples
of roles available as a Professional Tax Technician
include, but are not limited to, tax investigations
officer, and personal tax assistant and business tax
assistant.
Another positive note is that the ATT is proud
to have launched its online Foundation Papers
in Personal Taxation and Business Taxation. The
online Foundation Papers are ideal for those that
work in tax, accountancy and related professions.
For members, it is an ideal opportunity to invest in
junior members of staff to extend their knowledge
and broaden the work they can do. It will also be
attractive to anyone looking for the first step to a
formal and prestigious tax qualification, which can
be furthered later with the full ATT Qualification.
Hold on to your hats until I am back next month!

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

We still have
to get through
a final hit of double
fiscal changes in
2017, with a second
full on Budget at the
end of the month
November 2017 | www.taxadvisermagazine.com

Thames Valley
December 2017 Budget Conference

Saturday 2 December 2017

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

Robert Maas will give a résumé of the main
points of the 22 November 2017 Budget
Half-day conference at:
Windsor Racecourse (Paddock Pavilion), Maidenhead Rd,Windsor, SL4 5JJ
9.00am refreshments for 9.30am start, concluding at 12.30pm (3hrs CPD)
£80 per delegate (Member) or £85 per delegate (Non Member)
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PARTY CONFERENCES

Now here’s a puzzling thing.

A

t a party conference season four
months after a general election,
the party that won that election
(most votes, most seats, forming the
government) hardly mentioned the policies
it was elected on and what economic
debate there was started from the premise
that it was losing the arguments and
needed to reboot them. Meanwhile the
parties that lost the election showed few
signs of revisiting the policies they had
fought on and, in the case of the party that
came second, presented themselves as
moral victors, in the argument stakes at
least.
Yes, the politics of 2017 are a little
peculiar. But what does it mean for tax?
Conservative Party
Well, the starting point has to
be that the Conservatives, for all
their internal soul-searching and party
management challenges, are in power
and will probably remain so for a full five
year parliament. That makes it all the
more remarkable that they were silent,
not just on new tax announcements
but even on the policies they were
elected on. Of course the absence of
dramatic new (unconsulted on) policy
announcements will be welcomed with a
sigh of relief by most tax professionals.
But it is strange that, while there
was some acknowledgement of past
achievements, no minister referred to
the government’s future plans for, in
particular, income tax and corporation
tax cuts. Will the proposals be dropped?
Probably not. The corporation tax
proposals (cut to 17 per cent by 2020)
have already been legislated for and are
a key part of the appeal to businesses
post-Brexit. The income tax cuts (raising
the personal allowance to £12,500 and
the higher rate threshold to £50,000
by 2020) have cross-party support
and a failure to deliver would be seen
as a major u-turn. But it may be that
the government are preserving some
room for flexibility on the timing of the
changes, should economic circumstances
demand.
Despite the absence of clear
statements from ministers the preBudget rumour mill was in full swing at
the conference. Following the dropping
of a number of money-saving or raising
proposals (e.g. means-testing the
winter fuel payment) as well as extra
expenditures (e.g. raising the threshold
at which graduates start repaying their
tuition fee loans) some believe that
the Chancellor will need to raise taxes.
If Philip Hammond does need to raise
serious money the hot tip appears to be
changes to pension tax relief, possibly
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A puzzling th

George Crozier looks at what this year’s conference season
tells us about the parties’ tax and economic plans
even going so far as scrapping higher
rate relief. National insurance might have
been an option, but the government has
ruled out going back to the withdrawn
proposal to raise class 4 NICs. This is
just one illustration (the delay to Making
Tax Digital is another) of the constraints
on the government in this Parliament
and how wary they will be of bringing
forward anything controversial.
In the absence of policy specifics the
‘traditional Conservative principles’
of low taxes, deregulation and free
markets loomed large in a non-specific
way at the Manchester conference. PM
Theresa May, the Chancellor and Foreign
Secretary Boris Johnson (who refloated

the idea of eastern European-style flat
taxes) were among those making this
case as part of a general defence of
market-based capitalism. This reflects a
widespread view that this case has not
been adequately made in recent years,
leading to increased public support for
higher taxes, state planning and big
government, reflected in the showing
of Jeremy Corbyn’s Labour Party at this
year’s election.
Labour Party
It was not only Labour’s
election result that spooked the
Conservatives, the scale (its largest ever,
reportedly), buoyancy and youthful
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detailed implementation plans.’
‘Giant corporations’ that fail to pay
their fair share of taxes continue to be
a favourite target for Labour’s ire, with
variations on this theme coming in the
keynote speeches of both Corbyn and
McDonnell, as well as many others.
This appears to cover both a view that
such firms avoid taxes (hence various
anti-avoidance measures including a
stronger GAAR) and that the overall rate
of tax faced by these businesses is too
low (hence raising corporation tax to 26
per cent (21 per cent for small profits)).
Labour repeated their desire to see
regular reviews of tax reliefs, particularly
for business tax, where they think that
‘at least £4 billion’ could be saved.
Beyond vows to make the rich ‘pay
their way’ personal taxation was mostly
absent from debate at the conference.
Manifesto policies of a 45p rate
beginning at £80,000 per year and a 50p
rate on income above £123,000 were reendorsed as was the promise to ‘reverse
Conservative giveaways to the wealthy’
on Capital Gains Tax (among others).

© IStockphoto/serts

son

vigour of the socialists’ conference
in Brighton was a stark contrast to
the more sombre and corporate Tory
gathering. Think Glastonbury versus
Davos. There was little new on tax
(or most other areas) from Labour
but that is because the party is happy
with the manifesto it fought this
year’s election on. Rather than the
rethinking of policy which might be
expected of an (admittedly narrower
than expected) election defeat
any policy work is expected to be
incremental and developmental, thus
Shadow Chancellor John McDonnell’s
announcement that, ‘For each policy
in our Manifesto, we are preparing

Liberal Democrats
As a former professional
economist, fiscal policy is a
specialist area of new Lib Dem leader
Vince Cable, and it is clear that he is
driving policy development in this
area personally. An early theme of his
leadership is tackling inequality. He
suggested using the proceeds of a wealth
tax to support all young people with an
endowment or learning account ‘which
they can use at any stage in life’. For
low earners his view is that raising the
income tax personal allowance has now
run its course and future tax cutting
should concentrate on lifting the NI
threshold. The party continues to favour
increasing all rates of income tax by 1%
to boost health and social care funding,
but does not share Labour’s keenness
to reintroduce a 50p top rate. Cable has
set up a review to look at whether the
current system of student loans should
be replaced by a graduate tax.
Cable is sympathetic to the idea
of taxing businesses based on their
turnover. He told the conference that he
had a group of business people looking
at this area and that he hoped to bring
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proposals to the next conference. The
Lib Dems defend the Coalition’s cutting
of the corporation tax rate to 20% while
regarding further cuts as the wrong
priority. On personal and business
tax, therefore, the Lib Dems are now
positioned clearly between Labour’s
proposals for substantial tax increases
and Conservative plans for cuts.
Scottish National Party
The SNP conference in Glasgow
was once again light on tax policy,
but all signs appear to point towards
more divergence from the rest of the UK.
A discussion document on the future of
Scottish income tax will shape thinking
in advance of the Scottish Budget,
with Finance Secretary Derek Mackay
pledging a ‘responsible’ and ‘progressive’
approach to taxation. Mackay confirmed
that the Scottish Land Commission would
examine options for introducing a land
value tax. Recent reforms proposed
by the Barclay review into business
rates would make the regime ‘fairer
and geared towards growth’. But, with
only ‘half the lego set’ of tax powers
available, he warned that Scotland would
have ‘one hand tied behind our back’
when it comes to tax policy making.

Policy trends

The SNP are not the only party looking
at land and property taxation. Labour also
continue to look at a land value tax and the
Lib Dems already favour replacing business
rates with such a tax. Both Labour and Lib
Dems want levies on properties bought by
overseas residents for speculation.
Tax policy scrutiny, particularly in the
context of the CIOT/IFS/IfG Better Budgets
paper, got some consideration on the
fringes. Labour spokesman Peter Dowd
praised the report, in particular the need
for expert witness sessions during the
Finance Bill process. Matthew Taylor, fresh
from his report on modern employment
practices, also praised Better Budgets
and said that with sufficient effort the
public can be engaged. New Treasury
Committee chair Nicky Morgan said that
her committee were looking at taking their
hearings around the country.
The issues around Matthew Taylor’s
report got plenty of debate at all the
conferences. In general a more positive
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view on the ‘gig economy’ was heard at the
Conservative conference. Business Secretary
Greg Clark said the UK was the first country
to think seriously about how it could drive
economic success. At Labour, the talk was
more focused on enhancing employment
rights in the sector. At a number of the
conferences the idea that an ‘internet
economy’ might mean fewer jobs, less job
security, greater inequality and therefore
make a case for a universal basic income was
heard. This idea is gaining increasing traction
on the left in particular, though when
examined (as by a recent Lib Dem policy
group) it has so far been found unfeasible.

Conclusion

So there we have it. Not a lot new on tax but
with a little detective work it is possible to
discern some trends and patterns. On tax
and economics at least we are continuing
to move away from political cross-dressing
and back to a clear left-right divide, with
the Lib Dems back in their traditional role
in the centre. With Brexit, and a minority
government, this will not be a parliament
for radical reforms. But perhaps it will be a
parliament when the call of Better Budgets
– for governments to do less, but do it more
carefully, will be heeded. We can but hope.
Longer reports on each of the four
conferences can be read at: www.tax.org.uk/
media_centre/blog

READ TAX ADVISER
ONLINE
You can read the latest issue of Tax Adviser at
www.taxadvisermagazine.com from the first of
the month – featuring all of the monthly features
and technical content, and accessible for desktop,
tablet and mobile.
You can also find our iOS and Android
apps in the app stores now.

10

November 2017 | www.taxadvisermagazine.com

CIOT CONFERENCE REPORT

The missing Act

KEY POINTS
zz
What is the issue?

The CIOT Autumn residential
conference was held on 2-10
September 2017. Speakers addressed
the latest changes in tax and other
issues affecting advisers.
zz
What does it mean to me?
The conference ran sessions on
MTD, Multiple Dwellings Relief, the
Substantial Shareholdings Exemption,
Finance Act analysis and PCRT, to name
a few topics.
zz
What can I take away?
The CIOT residential conferences offer
an opportunity to listen to experts
on a variety of tax topics and enjoy
networking with other advisers.

© IStockphoto/massimo1g

Mike Truman reports on the CIOT Autumn Residential Conference
at Warwick University, 2–10 September 2017

F

or some of us, the rhythm of the
year is punctuated by our halfyearly pilgrimages to Cambridge and
Warwick Universities for the spring and
autumn CIOT residential conferences.
Others, of course, have a life instead…!
However, if, like me, you regularly
attend these CPD-fests, you will know the
programme perennials. In March or April
(depending on the timing of Easter), some
luckless speaker gets a week or two if they
are lucky, a couple of days if they are not,
to digest and present cogent analysis of the
Budget and/or Finance Bill. In September
someone draws the normally rather longer
straw of analysing the Finance Act passed
in the previous July.
The latter was problematic last
year with a delayed Royal Assent, and
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downright impossible this September as
the only Finance Act already passed said
nothing of any great interest. In future
years, on the new timetable, presumably
the Easter conference will look at the Act
that either has been, or is about to be,
passed, and September (as was the case
this year) will look more widely at topical
issues.
UK residential property is perennially
topical, and Robert Jamieson of Mercer
& Hole looked at the extension of IHT to
enveloped UK residential properties from
6 April, albeit that the legislation will be
in the No 2 Act. The provision was based
on the CGT definition of a residential
property, but Robert pointed out that,
unlike CGT, IHT does not operate on the
basis of annual tax years, so there were
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questions about whether property was
included if it were no longer residential
but had been in the past.
Originally the proposal was for a
‘look-back’ period of two years, with the
property caught if it had been residential
at any time in that period. Robert
explained that this had been dropped,
and it was only the use at the time of the
chargeable occasion that would matter.
He did, however, remind delegates that
there is to be a Targeted Anti -Avoidance
Rule neutralising arrangements with a
main purpose of securing a tax advantage.

Heard it through the grapevine

Anyone who has heard Peter Rayney
speak will know that, while his examples
are drawn from his consultancy work
(Peter Rayney Tax Consulting Ltd), he
anonymises them with names from
his encyclopaedic musical knowledge.
No surprises, then, that Marvin is
incorporating his residential property
business into Grapevine Properties
Ltd, but that’s still no excuse for one
of the houses to be 67 What’s Goingon
Avenue…
Peter’s point was that he has come
across several conveyances where
the use of Multiple Dwellings Relief
(MDR) for SDLT purposes had been
overlooked. Because the transactions in
an incorporation are linked, not claiming
MDR can result in significant amounts
being taxed at higher SDLT bands.
His example had three properties going
into the company, at £200k, £400k and
£500k respectively. SDLT on the total
consideration of £1.1m would be £86.750.
However, by making a claim for MDR, tax
is first calculated on the average value of
the properties, £366,667, then multiplied
by the number of properties. The effect of
the banding system is that the tax charge
is only £19,333 per property, £58,000
overall, a saving of £28,750. If this has
initially been missed, the time limit for a
correction is twelve months from the SDLT
1 filing date – the four-year overpayment
relief rules do not apply.
Bob Trunchion, of MHA MacIntyre
Hudson, examined the tangled web that
is now pensions tax relief. The constant
reductions in annual allowance have
caused a significant problem for those
in final salary schemes. The complex
calculation of the amount treated as
having been contributed is very sensitive
to significant salary increases after long
service. An increase of £10,000 in salary
after 15 years of service for someone
on a relatively modest £50,000 could
still give an annual contribution of over
£50,000, some £10,000 in excess of
the current annual allowance. Carried
forward annual allowance may cover
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it, but this has to be checked to avoid
unwelcome tax bills.
The problem gets even more complex
for health professionals who often
have both NHS final salary pension
entitlements and money purchase
entitlements from private work.
Accessing the latter flexibly will not
change the annual allowance (calculated
on their total annual contribution)
insofar as it affects the final salary
scheme, but it will result in a Money
Purchase Annual Allowance applying
to the personal pension. This will be
retrospectively reduced to £4,000 from
6 April 2017 by the Finance No 2 Act,
and any excess contribution would be
taxable.
Pete Miller, of the Pete Miller
Partnership, had some mostly positive
news about the changes to Substantial
Shareholdings Exemption (SSE). One of
these is particularly helpful for those
trying to construct earn-outs.
The substantial shareholding
requirement is that the investing
company must have had a 10% stake
(defined as usual in relation to share
capital, distributable profits and assets
distributable in a winding up) throughout
a twelve-month period. Prior to 1 April
2017 this had to begin not more than two
years before the day of the disposal. From
1 April 2017 this is extended to six years.
It is therefore possible to leave, say, a 5%
holding in the company with a purchase
price set by earn-out provisions for a
period of up to five years, and still qualify
in full for SSE.
One of the other major changes to
the SSE from 1 April 2017 is that the
requirement for the target to continue
trading as a qualifying company after the
transaction has been dropped. However,
as Pete pointed out, subsequent changes
to the company’s trading position had no
effect on the tax exemption, so it was an
easy test to meet and arguably achieved
nothing.

UK GAAP

Bill Telford, of Telford Financial Training,
explained what ‘every tax practitioner
needs to know about new UK GAAP’. Since
I haven’t paid much attention to financial
reporting standards since they stopped
being SSAPs, that was a tall order, but Bill
concentrated on the practical issues that
affect tax computations.
The critical issues are the calculation,
and then the taxation implications, of
the adjustments made on first adopting
new UK GAAP and then in future sets
of accounts. The tax legislation for
the former has now been in place for
some time, applying to any changes
in accounting policy, and ensures that

any receipts are taxed, and deductions
relieved, once and once only. The latter
requires the adviser to know whether
the changes made by new UK GAAP
change the taxable profit or merely the
accounting profit, requiring readjustment
in the tax computation.
Bill provided a useful table of the
main changes. For example, changes in
amortisation of goodwill arising from a
change in useful life made by new UK
GAAP will change both the accounting
and taxable profit, but fair value gains
on shares (under FRS 102, but not the
micro-entities standard FRS 105) will be
deducted again in the tax computation
and will not, therefore, affect taxable
profit.

IR35

Paul Mason, of Abbey Tax, gave an
overview of IR35 and how we got to
where we are today, but concentrated
on the more recent provisions requiring
the engaging business to operate IR35
when the contractor was working for the
public sector. He pointed out some of the
anomalies in the guidance, in particular
the need to make bookkeeping entries
that reduced turnover or taxable profit
with no obvious justification for doing so
except that it makes the figures work.
He also gave some anecdotal evidence
about the initial response of both the
public sector bodies and the contractors.
Initially many of the bodies had simply
said that all PSCs would be subjected to
IR35, but this had resulted in workers
walking off the job. Only the MoD is
apparently sticking to the hard line, with
other bodies now prepared to at least
use the HMRC status tool to determine
whether IR35 should apply.
Jeremy Mindell, of Primondell, gave a
wide-ranging review of some recent and
forthcoming employment tax changes.
The new salary sacrifice changes come
in from 6 April 2017 but with different
transitional provisions dependent on
the benefit – one year for most, but four
years for living accommodation, cars etc
and school fees. Although changing the
benefit during the transitional period will
normally mean the new rules apply, this
does not affect school fees provided the
employer, school and child remain the
same.
Jeremy also alerted delegates to
increased activity from HMRC on
a spouse’s wages. The significantly
increased personal allowance, together
with the national insurance employment
allowance, has resulted in many business
proprietors increasing the salary paid to
a spouse or other relative accordingly.
HMRC have a historically good record of
challenging such payments as not being
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wholly and exclusively for the purposes of
the business, and a recent case, McAdam
v HMRC [2017] UKFTT 838. Although
the deduction claimed for wife’s wages
here was only £90 per week, HMRC were
not satisfied that the typical duties of
answering the telephone and a small
amount of administrative work justified
this. They suggested three hours per week
plus a further two hours a month; at £8
per hour (for 2014) this came to £1,344 a
year, which was the figure they eventually
assessed. Mr McAdam was not able to
displace this in the tribunal.

Time to relax?

Nichola Ross Martin, of Ross Martin Tax
Consulting, explained the new relaxation
of the rules for corporate losses from 1
April 2017, which allows new losses to
be carried forward against total profits
rather than just those of the same trade.
Although it is coupled with a restriction
on the use of carried forward losses,
this only applies where the profits being
relieved are over £5m. Since most of the
delegates at these conferences are from
comparatively smaller practices, the
positives substantially outweighed the
negatives for most.
However, Nichola also pointed out
some of the pitfalls,. In general, losses prior
to 1 April 2017 are restricted, and there

PROFILE
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he was the editor of Taxation. He has won the 2015 Taxation
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then Inland Revenue as a graduate-entrant inspector in Holloway
District, when there still were such things as local districts, which
shows you how long ago it was. He worked in the tax departments of international,
national and local accountancy firms before setting up his own sole practice and
tax consultancy.
are restrictions on group relief when
a company can use brought forward
losses against its own profits.
With the unenviable job of closing
the conference, John Cullinane looked
at the new rules for Professional
Conduct in Relation to Taxation (PCRT).
The need to know this guidance should
be clear to all readers, but in case it is
not, these are the principles accepted
by most of the bodies representing tax
advisers to assist their members in how
to act professionally, particularly in the
tripartite relationship of member, client
and HMRC.
Although the guidance covers the
whole scope of professional practice,
it is fair to say that the section on tax
avoidance has attracted a great deal of
attention. Advisers who do not want
to give tax planning advice that they

Accountants’ Defence
& Advisory Services Ltd

do not consider to be appropriate or
within their own principles or ethics,
do not have to do so. However, they
must be careful to ensure that they
have excluded it from the scope of
their engagement with their client.
Where a client does enter, or is
considering entering, into a tax planning
arrangement, the member’s involvement
will require a consideration of whether
the planning has a ‘sustainable basis’ for
reporting on a tax return.
And so another residential
conference came to an end, with the
delegates collating the planning points
they needed to apply to clients on
their return to the office. The Spring
Residential Conference is the weekend
of 22–25 March at Queens’ College
Cambridge; why not put the dates in
your diary now?

A unique service for accountants
www.accountantsdefence.co.uk

• Hotline access to our team of specialist advisers on ethical/technical/
regulatory/legal issues.
• Advice re complaints. We can handle them on your behalf.
• Forensic/legal advice on complex complaints. We cover fees to £5,000.
• Disciplinary proceedings. We cover fees to £25,000.
• Quarterly newsletter.
And the cost? Less that £4 per week per partner/director.
Can you afford NOT to be a member in such a hostile business
and regulatory world? You WON’T get this service elsewhere.
Telephone/email Chris Cope today on 01769 580041
or email lifeline@accountantsdefence.co.uk
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Sending a man
to the moon
Georgiana Head considers the skills needed for a future in tax
KEY POINTS
zz
What is the issue?

The UK is about to enter a period of
great change and to survive and thrive
we need to also think about what will
be the equivalent of ‘new metal alloys’
for our profession.
zz
What does it mean to me?
Advisers need to become increasingly
technologically confident as well as
maintaining their technical skills.
zz
What can I take away?
The tax industry is changing rapidly, and
advisers should be analysing what new
skills they need to stay up to date.

I

n September 1962, seven years before
they put a man on the moon, US President
John F Kennedy gave a speech at the
Rice Stadium about his plans to reach the
moon, and the technology they would need
to develop to do this: ‘We shall send to the
moon, 240,000 miles away from the control
station in Houston, a giant rocket more
than 300 feet tall, the length of this football
field, made of new metal alloys, some of
which have not yet been invented, capable
of standing heat and stresses several times
more than have ever been experienced,
fitted together with a precision better than
the finest watch, carrying all the equipment
needed for propulsion, guidance, control,
communications, food and survival, on an
untried mission, to an unknown celestial
body, and then return it safely to earth’.
Two years on from the announcement
of MTD (Making Tax Digital), I think the tax
profession in the UK is about to enter a
period of great change and to survive and
thrive we need to also think about what will
be the equivalent of ‘new metal alloys’ for
our profession.
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The in-house perspective

I spoke to Lee Holloway, Group Head of
Tax at Next Plc. He gave me an insight into
the in-house perspective, as he explained:
’Currently year-end tax work is focused on
getting data from accounting systems and
analysing what elements of this are “good”
or “bad” data and then taking it through
spreadsheets and tax software to be able
to filter out the tax numbers and tax notes.
The UK government’s plan under MTD is
that this information is mined on a quarterly
basis – but the reality is that the accounting
systems in for example some of the FTSE
100 are vast, cumbersome beasts often as
much as 10 years old, they cost millions of
pounds and can’t simply be uprooted. We,
the tax profession desperately need better
tax technology as there isn’t yet anything
which can properly link in to these systems.
Firms like Alphatax are developing software
that can link in to accounting systems but
we are some way off from a system that can
link neatly into your accounting software and
produce what is needed for the accounts’.
Holloway feels that this is actually an
opportunity for ‘both sides’ of the tax
profession: so both the accountancy firms
and the in-house teams to ‘create almost a
new type of tax person, a tax technologist
who can sit alongside R&D specialists and
capital allowance specialists’. He would:
‘gather programmers and train them in
tax’. He sees the ATT as a great base level
qualification which would help get these IT
literate individuals an understanding of tax.
He likens it to how in the in-house team at
Next he has taken accounting specialists with
strong IT skills to retrain in tax as he says;
‘In an in-house team of 10 tax professionals
you can shelter some lack of tax knowledge
initially but not a lack of IT knowledge so a
diverse team needs some really IT literate

people’. Holloway is however adamant that
better IT doesn’t mean complete automation
and the loss of jobs: ‘ You still need tax
advisers, you still need people to interpret
data, people who can update the system
when a new court case comes in, who can
interpret the case for their specific industry,
people who can sit alongside the CFO and
give an answer to why the businesses’ tax
rate is different to the standard rate for
example, and why the capital allowances
are different numbers to the depreciation
figures. The CFO wants to be able to walk
down the corridor and have a conversation
with someone about forecasting and up
and coming risks for the business or what
happens from a tax perspective if they invest
in a new region. Then there’s dealing with
tax audits and enquiries. To get a computer
system to do all this is practically ‘West
World’ levels of technology.

Training the future

So what should we be advising today’s
graduates and school leavers about a career
in tax? If accountancy firms aren’t able to
charge the same amount for tax return
work – if HMRC are effectively collating the
information themselves from bank feeds and
other digital sources and telling the client
what to pay – surely there will be a sharp
decline in income from compliance work? In
the past I would have always suggested that
a good grounding in compliance was a great
starting point to most roles in tax. Indeed,
in the past I have frequently counselled
junior candidates to knuckle down and stay
put in a role, explaining how they needed
to get on and serve their ‘apprenticeship’
in compliance and reporting before moving
on to more advisory work. Nowadays, with
pure advisory teams, you don’t need to train
in compliance – but this doesn’t mean that
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experience of tax reporting and compliance
can’t still have a place.
I asked John Whiting, former PwC partner,
OTS tax director and CIOT President & tax
policy director on his thoughts about the
future of the tax profession and how he
could counsel someone who was considering
a move in to tax: ’I think working in the tax
profession is as valid a career choice today as
it was for me all those years ago. Key aspects
such as intellectual challenge, dealing with
practical problems and regular change are
always going to be there. But as we all know,
the pace of change is ever-increasing and
that, combined with digitisation and AI surely
means that tomorrow’s tax professional will
need to be more flexible in what they do, and
be more prepared to develop and reinvent
themselves in different directions as their
career evolves.’

So what does the future look like?

I talked to Adam Owens from Diagnostax,
one of the new breed of tax technologists.
Speaking about his experience, he explained
that he had: ‘trained in a tax boutique where
from day one, it was straight in to advisory
work, specialising in property related tax
issues’. Owens accepts that ‘expertise and
experience counts for a lot in tax’, but sees a
divergence from the traditional ‘compliance
first’ view. Given that ‘successful tax advisors
have to move with the times as legislation
changes’ he explains that ‘where given the
opportunity, young, bright and ambitious
people can quickly upskill in advisory work’.
Both he and Holloway agree that the key to
being a successful modern tax professional is
to have ‘people facing skills’ and Owens asks
whether ‘years of compliance is really the
best way to hone these talents?’.

But what does Owens’ role as a tax
technologist involve? Owens works at
Diagnostax, a relatively new business which
promotes a very clever piece of software.
This system can be used by accountancy
firms to help diagnose tax issues for their
clients. By asking a series of questions such
as turnover, profits, industry sector, and
current objectives (e.g. employee retention,
business investment, exit and retirement) it
creates a profile of a client. Then, following
a series of tailored questions, it diagnoses
potential tax issues, statutory reliefs and
advisory opportunities. The system adapts
and learns, so it constantly updates through
a combination of tax and software expertise.
Owens explains its function: ‘In practice
we all have our best clients for whom we
provide a great service, who we know inside
out; but it’s very hard for a tax adviser to
know every detail of every one of their
clients. Tax is very broad and complicated;
no one tax adviser can identify every
opportunity available to every client. This
helps you get a complete scope of your client
and is much more structured and scalable
than having a tax partner do constant
preliminary meetings to try and identify
opportunities. Its role isn’t to replace the
adviser, but assist them, ensuring their time
can be better spent actually delivering this
work’. He continues: ‘The software is backed
by a panel of experts who can work with the
accountant to help him provide advice to
his or her client on areas that may not be his
or her normal specialism’. As such, Owens’
role comes out of his background in tax
and has seen him help develop a tool which
can move tax professionals from focusing
on the preceding year to focusing on the
future. I can see that it would be useful
for any tax practice that is worried about
losing compliance fees and identifying new
advisory work streams. As Owens says: ‘This
is all about vanilla tax planning, statutory
reliefs and allowances – we steer clear of tax
products or tax avoidance’.
Marc Jacobson, who is working on Grant
Thornton’s response to MTD in their North
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West Offices, also sounds a note of caution
about MTD meaning less billable work for
the tax profession. He gives the example:
‘Those of our clients who are US owned
corporates already report tax information on
a quarterly basis for internal purposes, they
like us to help with this and interpret the data.
Although MTD will mean quarterly reporting
of income, it will still need professionals who
can also identify the reliefs due, advise on
the R&D claim or the capital allowances ‘.
Jacobson sees a key risk being: ‘the fact that
we don’t currently know what system will be
available for quarterly reporting whether it
will be free or whether businesses will have to
pay for it. He wonders if there may be some
form of tax allowance available to cover the
costs – particularly for small businesses ‘.
He feels the tax profession will have to learn
from their colleagues in audit; ‘bringing in
data analytics to help identify and flag risks
from quarterly reports before HMRC notice
and investigate‘.
Gary Brothers, MD of Independent Tax
and a leading tax investigations specialist,
trained with the Inland Revenue and
worked as an Inspector of Taxes before
moving in to the profession. He feels
that HMRC: ‘Still offer a good career
track and training that – it’s a great place
to learn tax deeply and to get some
unobtainable experiences too. Just don’t
think they are always right though as the
current training gives a rather singleminded approach to tax’. He does feel
that HMRC will help lead on the new
technology and that starting with HMRC
can help if you want to head for a career
in tax investigations. A field which, as
he says: ‘tax disputes provides, I think,
the most interesting work – intellectual
and practical challenges. I’d go down that
route every day!‘
So it would seem that MTD could provide
opportunities for the tax profession but
only if we can develop new technologies,
and, as Kennedy also said back in 1962: ‘do
all this, and do it right, and do it first before
this decade is out – then we must be bold.’
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PROFILE

AGENT FORUM

The new
‘Working Together’

Noel Flanagan explains why agents should get involved
with the new Agent Forum
KEY POINTS
zz
What is the issue?

How agents interact with HMRC
has changed, with face to face
and telephone contact reducing.
Therefore, when systemic problems
arise, it can be difficult for agents to
know who to tell.
zz
What does it mean to me?
The new Agent Forum is precisely that
outlet. This gives a direct route into
an interactive discussion with other
agents and HMRC about potentially
widespread problems with HMRC’s
systems and processes.
zz
What can I take away?
A smooth-running tax system
benefits taxpayers, agents and HMRC.
Understanding current problem areas
and work-arounds also ensures you
deliver an improved client service.
So what are you waiting for? Get
involved.

16

B

X9 1AS, as most tax professionals
will know, is HMRC’s default
address: anonymity personified (if
that is not an oxymoron)! In my old Inland
Revenue days, any issues would possibly
have been dealt with by a letter to the D.I.
(District Inspector, for those who do not
stretch back that far) at HMIT Barnet, with
a possible follow up call to a local 01349
1234 number – no 03000 numbers in those
days. While my current correspondence is
now sent from the other side of the fence,
the primary concern is still the same: the
inability to have any direct or continuing
contact point of engagement with HMRC
(unless you are dealing with those in the
upper HMRC echelons on a serious enquiry
or very technical case). Even ‘routine’
enquiry work seems to be handled by a
rotation of HMRC personnel.
The clock is unlikely to ever be turned
back (nor, perhaps, should it be). The
current HMRC migration to 13 Regional

‘super’ hubs is well under way, but I doubt
very much that this will result in better
direct communications with them. So, if
that is the case, how should and can we
interact better with HMRC, either when
things do go wrong (as they frequently
do) or perhaps if we have that Eureka
moment when we come up with an idea or
suggestion that will help both sides work
better? Maybe even HMRC may want to do
the same?
Enter Working Together – or perhaps to
give it its current form, the ‘Agent Forum’.

The Agent Forum

Jon Stride gave a summary of the history
of Working Together (in its old guise) in
his article ‘Piloting a new course’ in the
February 2017 edition of Tax Adviser so I
do not intend to cover the same ground
again in this article, which aims to provide
more a summary of where we are with the
new Agent Forum, in giving feedback on
issues to HMRC. This is now a totally online
Forum and, in reality, is now our only direct
way to feed back suggestions, comments
or reports of issues to HMRC. It also allows
the agent community to see if other agents
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zz
PAYE
zz
SA
zz
VAT
There are then three further Subheadings:

zz
Others
zz
Cleared issues
zz
Ideas and suggestions

are having the same issues or to see if
some resolution has been provided to an
ongoing problem (very useful if you are a
sole practitioner or part of a smaller firm).
Joining the Agent Forum (if you are
not already signed up) is easy and Richard
Wild summarised the simple, two stage
registration process in his brief article
on page 49 of the October edition of Tax
Adviser. The forum is currently only open
to professional body registered agents but
it is hoped that this will be widened once
the forum is fully established.

How does it work?

When you initially log in, you are taken
to the gov.uk ‘Small Business Forum’ site.
You then proceed to log in to the Agent
Forum site via the login header. The site
is merely headed up ‘Forums’ (with a sub
title Agent Forum). There are then various
sub-headings, the first two being general
Announcements and T&Cs, followed by a
further specific seven Subheadings:
zz
CGT
zz
CT
zz
MTD
zz
NI

The forerunner trial of the current Agent
Forum had no real defined sub-categories
and that made it very difficult to locate or
post comments made on a wide variety
of issues. To their credit, HMRC took away
all the feedback from the trialists and
professional bodies (PBs) and produced the
current, revised layout. Even now, this is
very much a work in progress but I am sure
that with regular feedback and comment,
the Forum will continue to be improved.
The Forum aims to be a positive,
proactive tool to help the agent
community (and HMRC) to address and
resolve issues which come up in our
daily working lives. There will always
be a fine line (after being motivated to
make a post on the Forum as a result of
some frustrating issue) between posting
that comment as a ‘rant’ or a ‘positive
suggestion’. HMRC are not asking for all
emotion to be totally removed but we do
strongly recommend that the language and
context is kept totally professional. There
are enough other outlets on the internet
for the other type of comments, none of
which are condoned by the PBs. In fact,
due to the potentially sensitive nature of
all comments, HMRC do have an initial
‘moderation’ review process before any
comments ‘go live’.
Clicking on any of the ten subheadings
above will then open up and reveal
further subheadings and issues relevant
to that Head of Duty where the history of
discussions on that topic can be read. The
commenting agent’s name appears against
the post and any responses from HMRC are
also shown (generally as HMRC and then
a number). Current topics can either be
searched by scrolling down the list or by
using the ‘search’ facility under the banner
heading ‘Post’ at the top. You can then post
a comment regarding that particular topic
or you can create a new topic if one is not
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there already. Remember to try to use a
topic heading that will make your post easy
for others to find and comment on.
The previous trial of the Forum did also
have a facility whereby an email alert was
received each time a new post was made
to a topic in which you had registered an
interest or had made a post but that option
is not currently available in this version,
although there is the facility to view the last
posts added since you last logged in to the
Forum. Currently, to review updated posts
on any topic, you can use the ‘posts – recent’
drop down tab which will then show later
activity. HMRC are keen to receive feedback
on the Forum, particularly where additional
functionality would be helpful.
We have asked HMRC to run a Talking
Points session on the new Agent Forum
where all aspects and options of the Forum
can be demonstrated in the form of on
screen demonstration.

A call to action!

One request which is continually being
made by HMRC in connection with any
issues/problems is to provide them with
EVIDENCE to support the issue and the
problems it is creating. This is reasonable
in that HMRC need to assess whether the
issue is ‘one off’ or widespread in nature.
An example of the latter might be the
numerous incorrect P800s that are being
issued. Please be prepared to provide any
evidence requested – anonymised where
appropriate.
A call for evidence sounds like a crime
has been committed but the only crime
will be if we, the agent community, do
not rise to the challenge to make this new
Agent Forum work. The current version of
the Agent Forum is not perfect, but it is
continually being reviewed and updated.
HMRC have committed both resources
and manpower to this project and there
is no doubt that they wish to see it work
too.
Too much time is lost on both sides
of the divide trying to resolve issues and
if we are to maintain any semblance of
communication lines with each other, then
we need to be doing this through Working
Together/the Agent Forum and not by
letters to BX9 1AS – wherever that is!

17

DEEDS OF SETTLEMENT
DEEDS OF SETTLEMENT

Reserved
activity

KEY POINTS
zz
What is the issue?

The guidance explains that the drafting,
preparation and execution of deeds is
a ‘reserved activity’ under the Legal
Services Act 2007 which can only be
carried out by an authorised or an
exempt person.
zz
What does it mean to me?
In general, members of the CIOT and ATT
are not authorised to carry on a reserved
legal activity unless they are also
members of the Law Society or the Bar.
zz
What can I take away?
Members should refer to CIOT and
ATT’s guidance if HMRC propose using
a deed to settle a client’s tax enquiry
to ensure they understand the legal
implications where a deed is being used
and whether they need to seek the help
of a lawyer.
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Margaret Curran discusses the new guidance
recently produced by CIOT and ATT for
members to use when HMRC are suggesting
using a deed to settle a tax enquiry
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A

short while ago the CIOT started
to receive reports from members
that HMRC were sometimes using a
deed to settle tax enquiries, rather than a
more usual contractual agreement.
This led us to decide to produce some
guidance for members to help them
recognise a deed and be aware of the
implications of advising clients when a
deed is being used to settle a tax enquiry.
We have recently published the guidance
on both the CIOT and ATT websites (http://
tinyurl.com/yak9r85x and http://tinyurl.
com/y84dprt5 respectively).
In producing our guidance we
established contact with staff at HMRC and
their Solicitors Office, and as a result of our
discussions HMRC are also updating their
guidance on contract settlements in their
Enquiry Manual (EM 6001) and adding new
material on issues involving deeds.
We have shown our guidance to HMRC
and have agreed with them the description
of the circumstances in which HMRC may
suggest the need to use a deed rather than
a standard contract, and why.
Our guidance explains that HMRC will
typically use a deed as a practical solution
in cases where there may not be sufficient
consideration to support a contract. The
guidance describes the sort of case where a
deed might be used.
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Summary of advice

Members should be aware that the drafting,
preparation, amending, inserting of any
additional terms, execution and signing of
a deed which relates to the settling of an
individual’s liabilities to tax and interest fall
within the statutory definition of a ‘reserved
legal activity’ and should not be carried on
by any member unless they are specifically
authorised to do so or are exempt under the
terms of the Legal Services Act 2007 (‘the
Act’).
The guidance explains when a member
will be authorised to carry out a reserved
legal activity, or when they might be
exempted under the terms of the Act.
In general, members of the CIOT and ATT
are not authorised to carry on a reserved
legal activity unless they are also members
of the Law Society or the Bar.
Members who are ‘public officers’,
which would include working for HMRC,
are exempt persons under the Act. An
exemption is also provided if a member
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carries on the reserved activity at the
direction and under the supervision of
an authorised person who is either an
employer, manager or fellow employee. An
example would be a tax adviser working inhouse at a law firm. In this example, the tax
adviser could lawfully prepare a deed if they
are instructed and supervised by one of the
authorised lawyers in the firm.
It is likely that simply providing advice to
a client as to the taxation consequences or
implications of entering into a settlement by
way of a deed which has been prepared by
HMRC would be outside of the definition of
a reserved legal activity and can be done by
a non-legally qualified tax adviser.
Members should note that HMRC
will not necessarily alert taxpayers and
agents to the fact that the preparation
of a deed is a reserved activity under the
Act, although HMRC will often indicate
if a deed is being used. In some cases
it may not always be clear whether the
documentation provided by HMRC is in
the form of a legal deed, or whether it
is simply a contractual agreement. The
guidance explains what a deed is and how
to recognise one, and accompanying the
guidance is an example of a document
that HMRC have actually used as a deed.
Examples of standard letters of offer used
in contract settlements for individuals,
partnerships and companies are included
in HMRC’s Enquiry Manual at Appendix 1
(EMAPP1).
It is a criminal offence to carry on a
reserved activity when not authorised
to do so. Conviction for such an offence
could lead to a fine or a prison sentence
or both. Carrying on a reserved legal
activity without entitlement would
also be a breach of the CIOT and ATT’s
Professional Rules and Practice Guidelines
and a member is likely to face disciplinary
action by the Taxation Disciplinary Board.
Sanctions run from an admonishment
through to expulsion.
If there is any doubt about whether a
member is entitled to carry out certain
work, it is recommended that the member
should consider taking specialist legal
advice on the matter.
The CIOT and ATT are grateful to
Ximena Montes Manzano of Temple Tax
Chambers and Rupert Shiers of Hogan
Lovells for their technical input and
assistance in drafting our guidance.
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INTERCOMPANY AGREEMENTS

Documenting
it right

AGRE
EMEN
T

Paul Sutton provides guidance on what tax
professionals should insist upon when documenting
intercompany agreements for transfer pricing
KEY POINTS
zz
What is the issue?

Transfer pricing is widely regarded as
one of the most significant and complex
areas of tax risk affecting multinational
groups. The recent case of Google
highlights just how financially – and
reputationally – damaging transfer
pricing disputes can be.
zz
What does it mean to me?
As with many areas of tax, transfer
pricing is closely related to legal
structures and the contractual terms
upon which intra-group transactions
are conducted. Groups which do not
have appropriate, signed intercompany
agreements in place are on the back
foot in discussions with local tax
authorities about their transfer pricing
compliance.
zz
What can I take away?
Putting in place and regularly updating
intercompany agreements can seem
like a complex and costly process.
Failing to do so, however, is usually a
false economy.

T

ransfer pricing is widely regarded
as one of the most significant and
complex areas of tax risk affecting
multinational groups. It is also one of the
main areas of focus for tax authorities and
supranational organisations, such as the
OECD. In 2016/17, the UK transfer pricing
yield resulting from HMRC challenges
was over £1.6 billion, nearly twice that
of the previous year. The recent case of
Google highlights just how financially –
and reputationally – damaging transfer
pricing disputes can be. The group has been
embroiled in transfer pricing disputes for
several years and recently made a €306m
settlement with the Italian tax authorities,
having previously settled with HMRC in the
UK. Disputes are ongoing in France and Spain.
As with many areas of tax, transfer
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pricing is closely related to legal
structures and the contractual
terms upon which intra-group
transactions are conducted.
This has recently been
underscored by the OECD in
the latest edition of its Transfer
Pricing Guidelines. The 2017 edition reemphasises the fundamental importance of
legal analysis and intercompany agreements
as part of the resolution of transfer pricing
issues. It is worth quoting verbatim what
the 2017 guidelines say: ‘Importantly, ex
ante contractual assumption of risk should
provide clear evidence of a commitment to
assume risk prior to the materialisation of risk
outcomes. Such evidence is a very important
part of the tax administration’s transfer
pricing analysis of risks in commercial or
financial relations, since, in practice, an audit
performed by the tax administration may
occur years after the making of such up-front
decisions by the associated enterprises and
when outcomes are known.’
Intercompany agreements (ICAs) are legal
agreements between related parties. They
define the legal terms on which services,
products and financial support are provided
within a group. ICAs can cover a wide
range of matters, including head and back
office services, revenue and cost sharing,
intellectual property licences, and so on.
The value of ICAs, like many compliance
documents, often only becomes apparent
when a group is required to respond to
a tax or regulatory audit at short notice.
Businesses frequently take the view that the
relationship between corporate entities in a
group is unlikely to come under scrutiny and
so neglect to invest in clear, legally robust
intercompany agreements. Even when such
agreements do exist, they are often badly
drafted, incomprehensible and out-of-date,
so that they do not reflect the commercial
reality of how the group operates. It is
therefore beholden on tax advisers to

international groups
to ensure that legally
binding intercompany agreements
are in place and any transfer pricing risks
minimised. Failing to do so is akin to giving
tax authorities access to the group’s bank
accounts so they can withdraw what they
consider fair. The consequences of not having
ICAs can be serious. Fundamentally, groups
which do not have appropriate, signed ICAs
in place are on the back foot in discussions
with local tax authorities about their transfer
pricing compliance. This is because they
are unable to present a clear statement
as to what intra-group supplies are being
made (and for what price), how relevant
assets are held, and how risks are allocated
between group companies. In certain
jurisdictions, corporates are routinely subject
to fines and penalties, simply for failing to
produce signed ICAs when requested. Other
problems include expenses potentially
being disallowed, post year-end ‘true up’
type adjustments being subject to challenge
and local tax authorities attempting to recharacterise a transaction as something other
than that claimed by the taxpayer.
While the tax reasons for properly drafted
intercompany agreements are compelling
enough, there are strong non-tax drivers, too.
ICAs can be an important tool for regulatory
compliance (such as complying with the
new General Data Protection Regulation,
or where one or more members of the
group are regulated entities in the financial
services and insurance sectors); ring-fencing
assets and liabilities from risk; improving the
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corporate governance
of companies
throughout the
group; reducing
personal liability risks
for directors; supporting
the external and internal
audit of group entities and
ensuring that intellectual
property rights can be
enforced and monetised
appropriately.
When putting together
intercompany agreements of
transfer pricing, tax advisers
should bear in mind the following:
zzIf systems for creating and
maintaining intercompany
agreements are not established
on a holistic, cross-functional basis,
there is a high risk that different
functions within a group will create
contradictory sets of documentation
which do not take into account the
needs of all stakeholders. Tax advisers
should therefore urge their clients to
ensure that all relevant stakeholders are
involved in the creation and maintenance
of intercompany agreements.
zz
It is important to achieve the governance
and transfer pricing benefits of having
robust legal documentation for intragroup supplies. In relation to any
given intra-group supply, the relevant
intercompany agreements obviously
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Profile Paul is the co-founder of LCN Legal, an independent
law firm specialising in advising clients on the legal design and implementation of
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intercompany agreements for transfer pricing.
need to be consistent with the group’s
transfer pricing policies as regards
the nature of the supply, the terms of
supply (including the allocation of risk)
and the pricing of the supply. They also
need to be consistent with the reality
of how the arrangements are operated
and managed in practice. Complicated
change control or reporting provisions
which have been imported from an
arms’ length commercial contract will
do nothing to enhance a group’s transfer
pricing position if they are not followed in
practice.
zz
The terms of the intercompany
agreements must be consistent with the
legal and beneficial ownership of any
relevant assets and the commercial reality
of intra-group transactions. For example,
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an intra-group agreement where a
company purports to grant a license
over intellectual property which it does
not actually own, may be likely to create
confusion and misleading accounting
entries, rather than promoting the group’s
transfer pricing and other commercial
objectives.
zz
The legal agreements should reflect
an arrangement which the directors of
each participating company can properly
approve as promoting the interests of
that particular company. This means
that some proposed arrangements can
be problematic – such as arrangements
which would involve a particular entity
incurring ongoing losses; being exposed
to liabilities or cashflow demands which
it does not have the financial resources

TEN-POINT CHECKLIST FOR REVIEWING INTERCOMPANY AGREEMENTS
The following checklist can be used for
reviewing an intercompany agreement,
whether it is a new arrangement being put
in place or an existing agreement that may
need to be updated.
1. Parties: Are the parties correctly
described? It is generally better to
use company registration numbers in
addition to the company names, as
names may be more likely to change.
2. Consistency with functional analysis:
Check that the terms of the agreement
are aligned with the functional analysis
underlying the transfer pricing policies
which the group intends to operate. This
includes:
zz
Subject matter: the nature of the goods,
services or finance to be provided;
zz
Warranties and indemnities: including
service levels, warranties as to standard
of care or specification of goods, etc;
and
zz
Limitations on liability: the presence
or absence of any limitations on the
recourse of one party against the other.
3. Term and termination: Check the
proposed commencement date for
the agreement, and any termination
date or provisions for terminating the
arrangements on notice. Pay particular

attention to any attempt to ‘backdate’
arrangements. Review the provisions
for terminating the arrangements on
notice. Notice periods should achieve an
appropriate balance between allowing
the group flexibility to vary the structure
in the future, while also reflecting
arrangements which are commercially
justifiable for all participating entities
(see further item 10 below).
4. Legal ownership of pre-existing
intellectual property: If the agreement
deals with or relies on pre-existing
intellectual property (such as rights in
technology or trademarks), ascertain
where the legal and beneficial ownership
of that intellectual property actually
resides. Make sure that the terms of
the agreement are consistent with that
position.
5. Legal ownership of intellectual property
created in the performance of the
agreement: Check that this is clearly
stated, and that the identity of the owner
is consistent with the group’s intellectual
property objectives.
6. Vertical consistency: Where the
agreement forms part of a chain of
supplies of goods, services or licences,
check that the draft agreement is
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consistent with what is happening
in the chain above and below the
agreement. This includes the ultimate
supply of goods, services or IP licences to
customers where relevant.
7. Horizontal consistency: Where the
pricing of the supply being made under
the agreement needs to be aligned to,
or differentiated from, other similar
supplies, make sure that the terms of
the agreement are appropriately similar
or differentiated, as the case may be.
This applies particularly to internal
comparables.
8. Governing law and formal requirements:
Check that the agreement contains a
clear choice of law provision, and that
legal advice has been obtained on
any areas of uncertainty as to formal
requirements.
9. Administrative and reporting provisions:
Check that any administrative provisions,
such as change control clauses or preapproval of budgets, matches what
actually happens in practice.
10.Corporate benefit: Check that the
arrangements as a whole make
commercial sense from the individual
perspectives of each of the participating
entities.
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to meet (such as indemnities for product
liability, or an obligation to repay loans on
demand); or ‘giving away’ assets or value,
especially if it is to a parent undertaking.
Although these considerations should be
addressed in the functional and economic
analysis required for transfer pricing,
often they are not.
zz
Finally, the intercompany agreements
must be capable of being legally
binding, which means that the key
terms of the arrangement must have
‘legal certainty’. This principally
applies to the description of what is
being supplied and the price of the
supply, so that those provisions must
be objectively ascertainable from the
terms of the agreement. We see a lot
of intercompany agreements where
there is no price stated or the price
is set by some vague reference to
comparable turnover or net profits
of the subsidiary. This approach can
raise issues from the point of view of
legal certainty and from a transfer
pricing compliance perspective.
Other common mistakes include
agreements being too complicated; not
matching ownership and flow of IP; not
adequately reflecting group structures;
failing to guard against inappropriate
termination provisions; and overlooking
the importance of making provisions

ACTION POINTS
Key action points for transfer pricing functions within multinational groups and their
advisers:
zz
Establish what template intercompany agreements are currently used within the group,
and whether they need to be updated
zz
Consider which intra-group supplies would most benefit from intercompany agreements
to support the group’s transfer pricing objectives and should therefore be prioritised
zz
Identify all relevant stakeholders who need to be involved in the design and
implementation of intercompany agreements
zz
Establish clear accountabilities for creating and maintaining appropriate templates,
arranging signatures and archiving signed intercompany agreements.
zz
Choose the appropriate contracting model (e.g. global agreements, bilateral
agreements, hybrid, contract schedule / standard terms)
zz
Exercise caution as regards proposals to ‘backdate’ arrangements. As is highlighted in
the OECD’s 2017 Transfer Pricing Guidelines, risk cannot be allocated after the event
for allocation of cost between multiple
service recipients.

Conclusion

The OECD’s Transfer Pricing Guidelines
are primarily intended to help tax
administrations and multinational
enterprises resolve transfer pricing ‘cases’,
and to provide a common framework for tax
administrations to adopt.
The task facing multinational enterprises
is different: it is to design, implement and
maintain appropriate corporate structures,
effective ICA terms and ongoing systems
to facilitate continuing transfer pricing
compliance. It is also important that those
structures and systems should support

Streamline
Your Financial
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PwC And Tolley

not only the group’s transfer pricing
compliance objectives, but should also
meet its commercial, regulatory and
corporate governance needs. This means
that a holistic, cross-functional approach is
essential.
Putting in place and regularly updating
intercompany agreements can seem like a
complex and costly process. Failing to do
so, however, is usually a false economy.
Intercompany agreements do not have
to be complicated – in fact they need
to be simple so that stakeholders fully
understand them – but, like anything
else, they need to be properly planned
and implemented, and supported by
appropriate ongoing systems.

Illustrative IFRS Consolidated Financial Statements
for 2017 Year Ends
This publication presents model accounts for a fictitious listed company complying
with IFRS as issued at 31 May 2017. To help improve your quality of reporting, the
financial report has been streamlined to reflect some emerging best practices. It
includes commentary and illustrative disclosures of standards available for early
adoption as well as industry-specific disclosures.
This latest edition includes:
>

New appendix with illustrative disclosures for IFRS 16, ‘Leases’

>

Updated disclosures about expected impact from the adoption of IFRS 9 and IFRS 15

>

Illustrative disclosure about changes in liabilities arising from financing activities
(‘debt reconciliation’) - mandatory for first time in 2017

To order now visit: lexisnexis.co.uk/illustrativeIFRS

RELX (UK) Limited, trading as LexisNexis®. Registered office 1-3 Strand London WC2N 5JR. Registered in England number 2746621. VAT Registered No. GB 730 8595 20.
LexisNexis and the Knowledge Burst logo are registered trademarks of RELX Inc. © 2017 LexisNexis SA-0817-034. The information in this advert is current as of
September 2017 and is subject to change without notice.
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TAXING DIGITAL PLATFORMS

A new role
O

ne of the most amazing inventions
in recent years is the digital
platform. The purpose of the
platform is to connect two parties – typically
sellers and buyers of services and goods.
Older readers may recall the grubby
newsprint of titles such as Exchange & Mart.
Businesses or individuals with something
to sell posted off a form to place an advert,
paying for it with a cheque or postal order.
Buyers avidly scoured the weekly magazine’s
pages and telephoned the seller to enquire
if the item was available, before visiting
with the necessary cash. Today’s technology
is so much more versatile – and of course
Exchange & Mart now lives online.
Platforms can take the place of travel
agents and connect people with holidays;
the takeaway menus from local restaurants;
insurers and those seeking to compare
costs; car buyers with a range of dealers;
local tradespeople and customers wanting a
household repair. The list is almost endless
and there are thousands of platforms
available to consumers and businesses.
Platforms have enabled small and micro
businesses to reach customers remote from
their physical locations. Platforms boost
economic growth, by making a much wider
range of services (and goods) available.
The major new role taken in the economy
by platforms means that we need to consider
their role in the tax system, too. The UK
tax system functions on the basis that a
relatively small number of businesses collect
tax and provide information to HM Revenue
& Customs. Less than one third of individuals
liable to income tax currently file a Self
Assessment tax return – and the plan is that
this should be reduced significantly over the
next few years.
HMRC has powers to collect data from
certain intermediaries. In 2013 HMRC
obtained new powers to collect data from
merchant acquirers (businesses that process
credit and debit card transactions). HMRC
say this has helped them identify businesses
not declaring their profits, as well as those
under-declaring. Research has shown that
taxpayers are much more likely to submit

accurate tax returns when they are aware
there is a check in the form of third party
data provision.
In 2015, the government consulted on
extending those powers to data held by
electronic payment providers and business
intermediaries. The new law was included in
Finance Act 2016 (sections 176-177).
Electronic payment providers are
‘businesses that perform a similar function
to merchant acquirers by handling monetary
transactions, but not necessarily in relation
to credit and debit cards (increasingly these
transactions are online and take different
digital forms).’
Business intermediaries ‘provide services
to enable or facilitate transactions between
business suppliers and their customers or
clients (other than services provided solely
to enable payments to be made)’ where the
intermediary receives information about the
likely quantity or value of transactions.
HMRC said during the consultation that
they would work with data providers on
exactly what data should be provided and
in what format. Although this is obviously
helpful, part of the difficulty for businesses
is that HMRC have not set out a data format
they would like platforms to adopt – and
allowed time for the necessary systems
changes to achieve this. It will also not be
easy for some platforms to distinguish
between business and personal suppliers.
If I offer a room to rent in my house, am I a
business?
Estonia has an interesting voluntary
regime. It asks platforms to provide
information about business suppliers to the
tax authority. This requires the agreement

of the supplier, but many value the ease of
preparing tax returns that this provides – as
data fields are then pre-filled on tax returns.
To date, three platforms have signed up and
the tax authority hopes to encourage others
to join the initiative.
Many platforms operate internationally
– which leads to the obvious point that
this could be an area for the BEPS Inclusive
Framework (now 103 jurisdictions) or
the Global Forum on Transparency (146
jurisdictions) to set a global standard. Such
a global standard should consider data
format as well how data should be passed
to all the countries in which the platform
serves sellers. It would also need to define
the circumstances in which data should be
provided by platforms to tax authorities
and deal with important issues such as data
privacy. Without a global approach, platforms
with a physical presence in a particular
jurisdiction could be liable to gather and
provide data whilst those outside the
jurisdiction would not.
The next issue to consider is whether the
platforms could be asked to play a role in tax
collection. This would be highly controversial
and, as with information provision, could
encourage some suppliers to use platforms
outside their jurisdiction. There would
also be an obvious difference between
those platforms that collected money from
customers and those which acted as a
booking agent or other intermediary, leaving
money to be collected by the supplier.
Interestingly, the well-known accommodation
platform Airbnb says it collects tourism or city
taxes for some 50 EU cities.
What is clear is that platforms have an
important role to play in the tax system.
It would help many comply with national
obligations if there was international
agreement on how this should work, leading
to common standards.

PROFILE
Name Bill Dodwell
Position Head of Tax Policy
Company Deloitte LLP
Tel 020 7007 0848
Email bdodwell@deloitte.co.uk
Profile Bill Dodwell is head of tax policy at Deloitte’s tax policy
group, responsible for consultations and representations to the OECD, HM Treasury
and HMRC. He is the Immediate Past President of the CIOT.
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Bill Dodwell examines the ways in which digital
platforms are taxed, and considers alternatives

CAPITAL ALLOWANCES

Clad safely
David Rees considers how the tragedy at Grenfell
House may affect the tax treatment of replacement
cladding on residential buildings

KEY POINTS
zz
What is the issue?

Cladding systems are a standard building
solution utilised across most sectors of
the economy. The tragedy at Grenfell
House will be a catalyst to regulatory
change, and retrofit improvements may
be required to existing buildings.
zz
What does it mean to me?
The replacement of cladding has gained
in importance as the first generation
of these buildings have needed to
be updated. In many cases replacing
cladding has typically formed part of
a complete refurbishment, and so the
cost has become part of the new capital
expenditure incurred and not been taxrelieved.
zz
What can I take away?
Replacement cladding can be treated as a
revenue deduction provided it performs
the same function as its predecessor and
is being claimed by an established owner
or occupier. If in due course, the renewal
of an existing cladding system becomes
necessary via a change in regulation
rendering it non-compliant (e.g. poor
fire resistance), then this should also be
allowable as a revenue deduction.

T

he Grenfell Tower tragedy was
an unexpected wake-up call for
everyone associated in some
capacity with the property industry.
We have grown up in a highly-regulated
country and it has been a given assumption
that our system of building control was at
least as good as, if not better than, those
of most other developed countries. It has
therefore come as an unpleasant surprise
to find that the UK might have in some way
failed to maintain adequate diligence in
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this area, particularly where it relates to an
obvious need for the safety and security of
residents in their homes.
Plainly, what can now be anticipated
is change. It may be some time before we
learn how this will present itself, but a
review of Building Regulations is expected.
While this will change the approach to new
buildings or major refurbishments, the
treatment of the existing building stock
will be significant if regulatory changes
are introduced requiring costly retrofit

changes. This is likely to focus first on
the external cladding, and secondly, the
internal fire resistance requirements and
safety systems.
It is worth commenting that even
if there were to be no compulsory
requirement to upgrade existing
buildings, those structures which have
any identifiable shortcomings, could face
other problems. The most obvious being
difficulty in letting, with potential tenants
deterred either by the perceived risk
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(which presumably will have to be declared
by a landlord), or by the possibility of
works having to be carried out during their
tenancy. Other areas of concern might be
insurance premiums and investment value,
which may both be casualties of such
uncertainty.
Cladding systems are a standard
building solution utilised across most
sectors of the economy. Probably only
individual residential houses avoid this
type of construction, as our enduring love

PROFILE
Name David Rees BSc FRICS
Position Principal
Company DavidRees.Co Capital Allowances Consulting
Tel 07736 900172
Email davidrees@davidrees.co
Profile David qualified with the District Valuers Office before in
mid-career joining the original Capital Allowances advisory specialists Crosher & James.
Following their merger with Davis Langdon, he ran their south of England tax team
for 12 years and was national head of healthcare. He set up DavidRees.Co in 2012 and
during his career David has advised on tax relief claims totalling almost £500m.
affair with traditional brick and tile, or
slate, is unlikely to end in the foreseeable
future. External cladding systems are
largely a post-World War II introduction
which during years of austerity utilised
mass-production of components to
reduce cost. Early examples of the
concept are now generally considered
unlikely to become treasured examples
of our architectural heritage. Many
buildings from the 1960s and 70s went
from being new to somewhat dated,
bypassing any period of comfortable
maturity. This aesthetic decline,
compounded with low performance
standards which made them difficult
to heat or cool, meant obsolescence
loomed sooner than architects might
have anticipated.
Since their inception, however, the
technical quality and appearance of
cladding solutions has much improved,
and by the 1990s were supplanting
bricks & mortar construction for
even comparatively smaller buildings
such as doctors’ surgeries and motor
dealerships. A key attraction has been
that where the building has a steel
or concrete frame, then the cladding
is an outer shell which provides
weatherproofing, but is also an aesthetic
finish which can relatively easily be
renewed in the future to extend the life
of the asset.
From the tax perspective, the
replacement of cladding has gradually
gained in importance as the first
generation of these buildings have
reached an age where updating becomes
desirable. In many cases replacing
cladding has typically formed part of
a complete refurbishment, and so the
cost has become part of the new capital
expenditure incurred and not been taxrelieved. Before their demise in 2010
Industrial or Hotel Buildings Allowances
could have been available in those
specific sectors to mitigate expenditure
on the external shell, but their removal
has meant there is no direct depreciation
allowances on exterior elements.
With respect to the treatment of
repairs, in the 20 years prior to HMRC’S
2013 update of its guidance, claims
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by taxpayers had gradually become
more contentious, with the Revenue
maintaining a stance that replacements
should be like-for-like. In other words a
steel-framed single-glazed window could
only be replaced with a similar frame.
Double-glazing became a focus issue
because HMRC argued that it was an
improvement and should therefore be
capitalised – accordingly meaning no tax
relief. Nevertheless, the growing focus
on carbon reduction meant that in 2008
Capital Allowances were introduced to
include the addition of insulation to an
existing building. For double-glazing
this immediately meant that it could be
included in a Capital Allowances analysis
of an improvement package. It was,
however, something of a halfway house
for cladding and meant where a system
was replaced, and the new panelling
was pre-insulated, then a proportion of
the cost might be claimable. Additional
insulation to existing building could
(and still can) be written down at the
same rate as the Special Rate Pool
(Integral Features). The timing of the
introduction of this new category of
allowances coincided with the impact of
the economic downturn in 2009 and thus
ensured that subsequently hardly any
claims have been made on this basis.
In the meantime, two other factors
were eroding the Revenue’s position
on like-for-like repairs. Firstly, changing
standards in Building Regulations were
raising performance criteria and meant
that where a submission to Building
Control was required, it might simply
not be permissible to install a like-forlike replacement. Secondly, advances in
material technologies and construction
methods meant that the original installed
item was no longer available and a
modern equivalent would have to be
used.
Ultimately HMRC published new
guidance on repair in 2013 and the
test applied now is functionality. If
the replacement item fulfils the exact
function of its predecessor, then it
can be treated as a repair or renewal
qualifying as a revenue deduction. The
most minor change is, however, counted
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Figure 1: What qualifies for tax relief in building upgrades (excluding cladding)?
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qualifie
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relief

Example value of tax saving
Total project cost
£1,000,000
Allowances on plant & machinery £500,000
Enhanced Capital Allowances
£100,000
Eligible repairs items
£100,000
Total
£700,000
Tax savings @ 20%
£140,000
as an improvement requiring the cost
to be capitalised. There is an inevitable
desire by users to make changes in any
renovation to optimise a building and this
can easily become problematic, requiring
a very detailed apportionment of the
cost between items qualifying as revenue
deductions and the other non-qualifying
items. In some instances there may still
be another avenue available – which
for internal fit-out is the possibility of
qualifying for Capital Allowances as Fixed
Plant & Machinery. To see what qualifies
for tax relief in building upgrades, see
figure 1.
To return to replacement cladding,
this can accordingly now be treated as a
revenue deduction provided it performs
the same function as its predecessor and
is being claimed by an established owner
or occupier. If in due course, the renewal
of an existing cladding system becomes
necessary via a change in regulation
rendering it non-compliant (e.g. poor
fire resistance), then this should also be
allowable as a revenue deduction. Having
to replace a cladding system will clearly be
an unwelcome cost for property owners
and investors, but factoring in the bottomline tax saving to cost projections may be
some mitigation.
Plainly there will be various scenarios
that may influence the position; such as

Tax relief on
sprinkler,
alarm, and
security
systems

Plus


 Energy savings and lower
running costs


 Investment value futureproofed

the responsibilities of tenants who hold
full repairing and insuring leases. Here
a different set of arguments will apply
– potentially whether non-compliant
cladding is a pre-existing defect and
whether it should be outside a tenant’s
liabilities. There would seem to be no
definitive answer on this question, either
in legislation or in case law and so the
particular wording of a lease may be
important (Bristows LLP published a very
useful article looking at this in some detail
in the Estates Gazette). While neither
landlord or tenant will be likely to want
to meet the renewal cost of a modern
functional cladding which becomes noncompliant – there is some communality of
interest which may help see a negotiated
outcome. A landlord might prefer to see
the full repairing and insuring tenant meet
the cost, but will also have an eye to the
future investment value of the asset and
so will probably want to influence final
specification or aesthetic choices for
the replacement. The chances are that a
compromise will be needed which could
divide the cost.
There is an important distinction when
an existing property is newly acquired as
its condition will dictate the availability of
revenue deductions. The HMRC position
(see HMRC Manual BIM35450) is that
when a building is purchased allowable

repairs should be no more than items
which would be considered normal
maintenance – not major works. Where
a complete renovation is planned postpurchase then HMRC’s stance is likely to
be that the price paid must have been
discounted to reflect the poor condition
and the taxpayer has already benefited
from that saving to contribute to the cost
of works. Accordingly, where a building
is purchased in poor order then the fallback is a Capital Allowances claim on the
cladding on the basis of added insulation.
Another potential cost to be
anticipated will be requirements for
upgraded fire protection systems, in
particular sprinkler systems. Such items
are unlikely to be contentious in terms
of qualification for tax relief, but an
important consideration will be s.25
works under the Capital Allowances
Act. This allows for all works associated
with the renewal of plant items to be
added to the claim for allowances.
The scope can be considerable with all
costs of stripping-out, making-good,
and installation costs being admissible.
An extreme example is where it is
necessary to open up an external wall to
enable access for removal of old plant
and new installations. In some instances
the associated works can be as much as
the cost of the plant. A detailed analysis
and breakdown of the costs under the
heading ‘building works’ will be needed
to identify the appropriate amounts.
Lastly, those familiar with the history
of Capital Allowances will be aware of
the demise of section 29 which was
removed from the act in 2008. This
related to what were generally known as
‘Fire Officers instructions’ and allowed
works carried out under the Fire
Precautions Act at the behest of the fire
officer, to be added to the taxpayer’s
pool of Capital Allowances. The deletion
may seem an irony if it is likely that new
provisions for works relating to fire
safety are introduced in coming years
and that these requirements may lead
to a reconsideration of the provision of
the relief.
In summary. the necessary and
unavoidable aftermath of Grenfell
Tower will be more cost for building
owners or occupiers, either to replace
unsatisfactory cladding systems, or if
required, to upgrade internal fire safety
installations. Nobody will welcome
this unexpected cost but equally few
will be likely to strongly contest its
need. Nevertheless, tax relief may help
sweeten the pill and if at all possible,
necessary expenditures should be preplanned in order to maximise tax reliefs
and make the best use of available
revenue or capital funds.
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New limit
KEY POINTS

PROFILE

zz
What is the issue?

Name Adeline Chan
Position Senior Policy and Technical Adviser
Company HMRC
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Email adeline.chan@hmrc.gsi.gov.uk
Profile Adeline is the current Product Owner, responsible for all
aspects of the Corporate Interest Restriction legislation. She joined HMRC in 2003,
having trained as a chartered accountant at PricewaterhouseCoopers and a chartered
tax adviser at KPMG.

The new Corporate Interest
Restriction rules impose a limit on
the amount of finance costs that
companies can deduct for corporation
tax purposes
zz
What does it mean to me?
Any group with net financing costs
of more than £2 million per annum
may be affected. A group may need
to appoint a reporting company by
31 March 2018 and file an interest
restriction return by 30 June 2018.
zz
What can I take away?
Even if there is no interest restriction,
appointing a reporting company
and filing an abbreviated interest
restriction return may be beneficial.
Most other rules limiting interest
continue to apply, including transfer
pricing.

S

ubject to the provisions in the Finance
Bill passing through Parliament and
receiving Royal Assent, the new
Corporate Interest Restriction rules will
be effective from 1 April 2017. They will
impose a limit on the amount of finance
costs that groups can deduct for tax. These
rules reflect the recommendations of the
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Adeline Chan and Roger Muray
provide an HMRC perspective on
the corporate interest restriction
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a tax partner from 1992 to 2010. He re-joined HMRC in 2012 and is a member of the
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OECD Base Erosion and Profit Shifting
Project and the requirements of the EU
Anti-Tax Avoidance Directive.
In a classic example of UK base
erosion through excessive funding costs,
a lowly-geared multinational funds
its UK operations with a high level of
internal debt. The Worldwide Debt Cap
(‘WWDC’) rules targeted such situations,
but allowed the group to deduct interest
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in the UK up to the group’s overall gross
external interest cost. The new CIR
rules replace the WWDC rules. These
go further by limiting Corporation Tax
deductions for net financing costs to a
percentage of ‘tax-EBITDA’. This is the
UK taxable profits, before deduction
of interest, capital allowances (the tax
equivalent of depreciation in the UK) and
amortisation of intangible fixed assets.
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A single limit applies to the worldwide
group.
A modified debt cap is retained in the
new rules. This is more stringent than
the WWDC because deductions for net
‘tax-interest’ (see step 2 in the table
opposite) are limited to the external net
accounting finance costs rather than the
gross under the WWDC.
All groups may calculate their
interest allowance using the fixed ratio
method, which sets the limit at 30%
of tax-EBITDA, subject to the debt
cap. An optional group ratio method
prevents the CIR rules having an overly
restrictive impact on groups that are
highly leveraged. This allows the group
to replace the 30% fixed ratio with
a ‘group ratio’ based on the group’s
consolidated financial statements.
There are also specific rules for public
infrastructure companies which meet
strict conditions.

What do you need to do?

Groups need to decide between three
main options:
1. Do nothing, because no interest
restriction arises and this is likely
to be the case for future periods of
account, for example, because net
tax-interest for the group is expected
to remain below £2 million per
annum.
2. Appoint a reporting company
which files an abbreviated Interest
Restriction Return (‘IRR’), which
identifies the group members.
This would be prudent where no
restriction arises in a period of
account but the group may face a
restriction in a later period. In that
eventuality, the group can replace
the abbreviated IRR with a full IRR
to carry forward unused interest
allowance up to five years.
3. Appoint a reporting company
which files a full IRR. For groups
that are subject to a restriction
for the period, appointing a
reporting company simplifies the
administration and allows the group
flexibility in how any restriction is
allocated. A full IRR is also necessary
to reactivate amounts of previously
disallowed tax-interest.
Can a group do nothing?
If a group has ‘aggregate net taxinterest expense’ of less than £2 million
per annum (‘the threshold’), it cannot
suffer an interest restriction. If this is
likely to be the position going forward,
it can ignore the CIR rules, i.e. take
option 1 above. The threshold amount is
not an ‘interest allowance’ that groups
can deduct.
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Other corporation tax rules that can
restrict the deductibility of interest
remain in place. For instance, transfer
pricing and unallowable purpose rules
will continue to restrict finance costs
that exceed arm’s length amounts or
are tax-motivated. They apply first to
determine the amount of tax-interest
that is tested by the CIR rules. It may be
that these other rules limit tax-interest
to below £2 million.
What if the £2 million threshold
amount is exceeded but no restriction
arises?
Groups with net tax-interest expense in
excess of the threshold amount but for
which no restriction arises do not need
to appoint a reporting company or file a
full IRR. However, the group may choose
to appoint a reporting company and file
an abbreviated IRR.
This has two main benefits. Firstly,
if it subsequently turns out that there
is a restriction for the period then
the reporting company can exercise
flexibility in allocating the restriction
between group companies. Secondly,
it allows the group to subsequently file
a full IRR in place of the abbreviated
IRR. This permits a group faced with
a restriction in a later period to go
back up to five years and file full IRRs
calculating and carrying forward unused
interest allowance.
Where a reporting company has
been appointed then it must file an IRR
for the period. However, if the group
does not suffer a restriction in the
period, it has a choice between filing an
abbreviated or a full return.
Even if the threshold amount is
exceeded, the group may not have to
perform a full CIR calculation if it can
conclude that a restriction is highly
unlikely based on reasonable estimates
of ‘aggregate net tax-interest expense’,
‘aggregate tax-EBITDA’ and ‘adjusted
net group-interest expense’. A record
of the approximate calculations should
be kept together with other records to
show the group has taken reasonable
care in arriving at the conclusion that
there is no restriction.
Groups with interest restriction
Groups which have an interest
restriction can take option 3 above.
While not obligatory, appointing
a reporting company will simplify
administration as well as giving the
group greater flexibility in allocating the
restriction.

Reporting company

The ‘reporting company’ should
normally be appointed within six

months of the end of the group’s
period of account. However, for
periods of account ending before 30
September 2017, the time limit has
been extended to 31 March 2018. The
appointment has to be authorised by
at least 50% of non-dormant group
companies within the scope of UK
Corporation Tax. It rolls over to future
periods of account, unless revoked.
The reporting company is
responsible for filing original IRRs and
any revised IRRs, allocating restrictions
and reactivations of tax-interest across
the group companies, and dealing with
any related HMRC enquiries. If the
group does not appoint a reporting
company, HMRC has the power to do
so.
The rules give a reporting company
discretion to allocate interest
restrictions between group companies
as long as all the disallowed amount
is allocated. However, to protect
minority interests, the CIR rules limit
the amount that can be allocated to
companies which choose to be ‘nonconsenting’.

Filing an IRR

Where a reporting company has been
appointed and the group suffers a
restriction in the period then the reporting
company must submit a full IRR.
The normal time limit for filing
a return is 12 months after the end
of the period of account or if later,
three months after appointment of
the reporting company. After this a
penalty can arise. However, the filing
deadline for an IRR in the first year has
been extended so that it cannot be
before 30 June 2018.

Contact with HMRC

Groups can discuss their situation with
their HMRC customer relationship
manager (‘CRM’) if they have one. For
groups without CRMs, the main point
of contact with HMRC for technical
queries is via the CIR mailbox (interestrestriction.mailbox@hmrc.gsi.gov.uk).

Conclusion

This article provides a very brief
introduction to the new CIR legislation.
Draft guidance is already publicly
available on gov.uk. Although the new
rules are lengthy, few groups will have
to engage with many of the sections.
Much of the complexity stems from a
desire to protect groups from unfair
outcomes while maintaining the policy
objective of ensuring that tax relief on
financing costs is commensurate with
the activities of the group that are
subject to corporation tax.
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HOW TO CALCULATE THE RESTRICTION
The following steps can be followed to determine whether a group has an interest restriction.

Step 1: Identify the ‘ultimate parent’, the members of the ‘worldwide group’ and the relevant ‘period of account’
The worldwide group is the ultimate
Financial Reporting Standards (IFRS) are
determine the group’s period of account.
parent (wherever resident) and all
applied.
Otherwise a default 12-month period
entities that would be consolidated
If the group prepares consolidated
applies with an option to elect for a
subsidiaries assuming that International
financial statements, these will typically
different year-end.
Step 2: Calculate the ‘aggregate net tax-interest’ for the group
Tax-interest includes loan relationships
debits and credits (excluding impairments
and foreign exchange) and other interestlike amounts relating to derivative
contracts, finance leases, debt factoring
and service concession arrangements.
It comprises amounts that are brought
into tax, and therefore excludes amounts

that have already been disallowed by
other tax rules, such as transfer pricing,
unallowable purpose or the new hybrid
mismatch rules.
Tax-interest needs to be determined
for each group company that is within
the charge to Corporation Tax (i.e.
UK resident companies and foreign

companies with UK branches), and then
these amounts need to be aggregated
across the group.
If the aggregate net tax-interest
expense for the group does not exceed £2
million per annum, there is no restriction
under the CIR rules. If it does exceed £2
million per annum, move to Step 3.

Step 3: Calculate the ‘aggregate tax-EBITDA for the group’
Tax-EBITDA is based on a company’s
taxable profit (or loss) for the period. It is
calculated before the deduction of losses
from other periods, group relief from within

the worldwide group, tax interest expense
amounts, capital allowances, certain debit
amounts relating to intangibles and specified
tax reliefs. Corresponding credit amounts are

also excluded. Like tax-interest, the aggregate
tax- EBITDA of the group is calculated by
aggregating amounts brought into account for
corporation tax by the UK group members.

Step 4: Calculate the basic ‘interest allowance’ using the fixed ratio method
This is the lower of:
(i) 30% of the ‘aggregate tax-EBITDA for
the group’
(ii) The ‘fixed ratio debt cap’
The fixed ratio debt cap is based on

adjusted net group-interest expense
(‘ANGIE’), a measure of the group’s external
funding costs, quantified by reference
to amounts recognised in the group’s
consolidated financial statements, subject to
certain upward and downward adjustments.

Step 5: Calculate the basic ‘interest allowance’ using the group ratio method
This is the lower of:
The group ratio percentage is computed
(i) The ‘group ratio percentage’ of the
by dividing the group’s qualifying net
‘aggregate tax-EBITDA’
group-interest expense (‘QNGIE’) by
(ii) The ‘group ratio debt cap’ (based on
its group-EBITDA for the period. This
QNGIE)
percentage is capped at 100%. The QNGIE
is based on the ANGIE but excludes some
The group can elect to use the group
expense amounts, such as amounts arising
ratio method in place of the fixed ratio
on liabilities owed to related parties.
method where this gives a better result for
Group-EBITDA is calculated by reference
them.
to amounts recognised in the group’s

If the aggregate net tax-interest
expense for the group does not exceed the
basic interest allowance calculated using
the fixed ratio method then there is no
restriction under the CIR rules.
Otherwise move to Step 5.

consolidated financial statements.
If the aggregate net tax-interest expense
for the group does not exceed the basic
interest allowance calculated using the
group ratio method then there is no
restriction under the CIR rules, so long as
a group ratio election is in force for the
period. To make the election the group
must appoint a reporting company and file
at least an abbreviated return.

Step 6: Consider any brought forward unutilised interest allowance from an earlier period
If there is an excess at step 5 there will,
prima facie, be an interest restriction for
the period.

The group should then consider any
brought forward unutilised ‘interest
allowance’ in calculating the restriction.

This will not be relevant in the first period
of account to which the CIR applies.

zz
Disallowed tax-interest can be carried

calculate the surplus interest allowance for the
period. This can be used to reactivate amounts
that have been disallowed in a previous
period or it can be carried forward to prevent
a restriction in a future period. Note that the
£2m threshold does not itself give rise to
surplus interest allowance. Finally, note that a
group cannot opt to carry forward disallowed
interest which should fall to be restricted by
the application of transfer pricing.

Carry forward rules
The CIR rules contain ‘carry forward’
provisions to mitigate possible effects of
fluctuations in profitability and funding costs.
zz
A group can carry forward unused interest
allowance for up to five years. This is
a group attribute. It does not matter if
members of the group change. However,
where the ultimate parent of a group
changes, any interest allowance of the
original group is lost.

forward and potentially reactivated in
a later period where there is available
capacity. This is a company attribute
which can normally be carried forward
indefinitely. Since it is a company attribute,
it doesn’t matter if the company becomes
a member of a different group.
Where a group does not have a restriction
for a period, it may use the above steps to
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EMPLOYEE SHARE SCHEMES

Encouraging
growth

KEY POINTS
zz
What is the issue?

Our erratic and illogical tax rates on
income mean that bonuses paid in
a single year for performance over
number of years can suffer unfairly
high marginal rates of tax which
can seriously detract from their
effectiveness as incentives.
zz
What does it mean for me?
This is a problem for middle managers
and lower paid employees and will
become an increasingly acute problem
for young graduates who face very
high marginal tax rates on their income
because of the Disguised Graduate
Income Tax.
zz
What can I take away?
Well designed share schemes can
substantially moderate the distortions
which have accumulated in our tax
regime on income over the past 30
years. But they are too often overlooked
and undervalued for moderately or
averagely paid workers.
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William Franklin and Alan Garrod consider the importance of robust share scheme
incentives in rewarding employees of all salaries and ages

I

n the UK our tax system is often said
to encourage the use of employee
share schemes. That view is based on
the existence of a number of government
tax favoured schemes such as CSOP,
SAYE, SIPs and, in particular Enterprise
Management Incentives (EMI) (see figure
1). Broadly speaking, these schemes seek
to put employees in a similar position to
the owners of companies and align the
interests of employees and owners. They
aim to encourage and reward growth and
achieve parity of tax treatment by taxing
growth as a capital gain, in much the same
way as the owner would be taxed.
However, these schemes mask the
underlying harshness of the overall
‘employment tax regime’ when these
government schemes or other structures,
such as Growth Shares or Joint Share
Ownership Plans (JSOP) (see figure 2 for
summaries) are not available, or are not
used. We have a tax regime on employment
income, which as a result of cumulative
changes over more than a couple of decades

has become for many key employees rather
arbitrary and harsh. In particular, for many
younger working people on whom growth
in the economy depends, the employment
tax regime could actually discourage them
from participating in share based incentives
if these tax favoured arrangements were
not available.
An option which is granted outside one of
these schemes has no tax on its grant. Such
options are known in outdated tax jargon
as Unapproved Share Options. However,
once such an option is exercised a harsh tax
regime begins. The gain on exercise, (which
is the difference between the market value
of the shares on exercise and the exercise
price of the option which the employee
pays to acquire the shares) is taxed as
income. Very often the shares at the time
of exercise will fall within the now widely
drawn definition of ‘readily convertible
assets’ bringing them also into the regime
of PAYE. As a result, the ‘gain’ will be subject
to National Insurance (Employee’s and
Employers) as well as income tax. Because
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FIGURE 1: BRIEF SUMMARY OF SIP SAYE CSOP AND EMI

FIGURE 2: BRIEF SUMMARY OF GROWTH SHARES AND JSOPS
Growth shares involve the creation of new classes of shares which only allow the
participants to receive value from a subsequent sale if the value of the Company has
grown above its value at the time the growth shares were awarded. In fact they usually
strengthen the incentive effect by requiring growth above a threshold increase in value
as well. They are designed to reward and incentivise growth. The growth shares are an
employment security and so the original award of the shares gives rise to an Income
Tax charge reflecting the hope value of the growth shares when awarded, but growth
afterwards is taxed as capital as an owner is taxed. JSOPs are economically similar to
growth shares and allow a similar tax treatment of growth using ordinary shares where
it is difficult to create a new class of shares.

FIGURE 3: CHART OF TAX ‘RATES’ ON INCOMES BETWEEN
£0 - £200,000 PER ANNUM
50%
46%
Percentages in Income

PAYE applies these employment ‘taxes’ have
to be paid to HMRC within a few weeks of
the exercise of the options by the company
which then has to recover the income tax
and Employee’s National Insurance from the
employees otherwise there is an additional
penal tax charge.
If the option is exercised without the
employee having the opportunity to sell the
shares, because the company is unquoted,
the employee not only has to fund the
exercise price to acquire the shares but also
has to pay tax on an unrealised gain. This is
an example of a dry tax charge because the
employee has a tax liability from an event
(exercise) but no cash proceeds from the
event with which to pay the tax. It is hard
to imagine a tax regime less conducive to
employees wishing to become long term
shareholders in unquoted companies that
are not planning an imminent sale or other
liquidity event. For a wealthy individual a
dry tax charge might be just about tolerable
but for a young worker hard pressed with
student loans, rent or mortgages, the
costs of starting a family and providing for
retirement as well as normal living expenses,
such as a dry tax charge is about the last
thing one could want. This tax regime
reinforces the UK’s business culture which
has for many years encouraged unquoted
companies to seek early exits rather than
long term independence, organic growth
and the creation of large scale companies.
One way of alleviating the dry tax charge
would be for the income tax and National
Insurance to be deferred until the shares
were actually sold and the employee had
the money to pay the tax. Ideas along these
lines were proposed to the Office of Tax
Simplification a few years ago but fell on deaf
ears at the Treasury, who were apparently
more concerned about the risk of losing

These are the four government tax favoured schemes which in different ways allow
employees to have capital growth taxed as a capital gain or entirely tax free, rather
than have the gain subject to Income Tax and NICs. CSOPs and EMI are discretionary
option schemes. The awards that can be made under CSOP are much smaller, but can
be made by much larger companies and with less complex rules, than awards made
under EMI.
SAYE and SIPs are all employee non-discretionary schemes, so companies cannot
select who benefits and the schemes have quite low individual participation limits.
SAYE has been around for over 30 years and is a common feature of the remuneration
structures of larger UK quoted companies. Employees are required to save regular
amounts from monthly salaries over a three year period to have the funds ready to
allow them to exercise options when the options mature. SIPs involve employees being
given or buying shares (with a tax subsidy) and requires the shares to be held in a
special purpose trust for at least five years to get the full potential tax free benefits.
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immediate tax revenue than encouraging
long term employee share ownership.
In addition to the harshness of taxing
unrealised gains, the employment tax regime
can also cause employees to pay seemingly
disproportionate amounts of their gains
as tax. An employee who participates in a
share scheme will usually receive the gains
in a lump in a single tax year. But it would
have been a long term incentive, which was
intended to reward long term performance
and contribution over a number of years. If
the taxable value of the share based gain for
an employee is large relative to the person’s
annual income in a particular year and is
taxed as income not capital it can push the
employee’s total income in that year through
the erratic ‘tax’ bands on employment
income that now exist (see figure 3 for a
graphical illustration of 2016/17 tax rates).
A surprisingly large proportion of gains will
then be taken by the taxman, detracting
significantly from the incentive effect of
the equity incentives. It is not surprising
therefore that, share schemes, such as EMI,
which protect the gain from being taxed as
income are so keenly sought by companies
offering employee share based incentives.
How is it that we have such erratic and
irrational tax bands on income? While
income tax rates have generally fallen since

the 1970s National Insurance contributions
have been increased and now the total
revenues raised by the government from
income tax and National Insurance is
approaching parity. Other changes to the tax
and benefits system such as the clawbacks of
family allowances (child benefits) for incomes
over £50,000 and of personal allowances for
incomes over £100,000, the restrictions on
working family tax credits and pension tax
reliefs contribute to creating high, complex
and erratic combined marginal rates of
income tax and National Insurance.
There are age based effects as well that
add to the distortions. Employee National
Insurance is not payable after reaching
retirement age. By contrast, the new
generation of graduate workers who went
to university after 2012 (‘new graduates’),
are now burdened with even higher levels
of student debt than their immediate
predecessors. For post 2012 students it is
hard not to conclude that (because the loans
are much larger and will normally increase
each year by interest charges of about 3% +
RPI) the student loan regime is effectively an
additional Disguised Graduate Income Tax of
9% on most of their earnings for at least the
first 30 years of their working lives.
For employees on less than twice national
average earnings even a modest gain can

FIGURE 4: EXAMPLE OF EMPLOYEES WITH DIFFERENT INCOMES
Mr A is over 70 (so does not pay employee’s NICs) and continues to work as a part-time nonexecutive director and is paid a salary of £50,000 a year. Some unapproved share options
mature and he exercises his options with a gain of £50,000. He has to pay income tax on this
unrealised gain of £20,000. If the options had been CSOPs and he had no other gains in the
relevant tax year he could have paid capital gains tax only after the shares were actually sold
through self-assessment of £7,780 and there would have been no employers NICs.
Mr B is 32 and has two children and is highly qualified engineer working for a large
company. His salary is £45,000 a year. He was granted unapproved options a few years ago
which he can now exercise and these are standing at a gain of £50,000 but he would have
to pay Income Tax and NICs of £22,800 on this unrealised gain and lose his child benefit for
his two children of about 1,800 if he exercises these options. His employer would also have
to pay Employers NICs on the unrealised gain of £2,760. If the options had been granted
as CSOPs he would only have paid tax after selling the shares and the amount payable
(assuming he had no other gains in the tax year) would have been £7,780 and he would not
have lost his child benefit.
Ms C is a new graduate who has to pay the Disguised Graduate Income Tax. She works
for a tech start up and is paid a salary of £25,000 but was granted unapproved share
options which have now matured giving a gain of £50,000. But she has to pay income tax,
NICs and Disguised Graduate Income Tax of £23,700 on this gain through PAYE. Had the
options been granted as EMI options she would have paid £3,890.
Ms D is Mr B’s boss. She has an annual salary of £100,000. She receives the same
unapproved option gain of £50,000 and would have to pay income tax and NIC on this of
£25,400.
Mr E is the managing director of the Mr B and Ms D’s company and earns over £200,000
a year. On the same unapproved gain of £50,000 he would have income tax and NICs of
£23,500.
Mrs F works for a large retailer and is paid £12,000 a year. After five years some
unapproved options mature and she makes a gain of £10,000 but has to pay income tax
and NICs on that of £3,200 and can suffer reductions in working family tax credits. Had
the options been granted as CSOP or SAYE options she would have no extra employment
income and paid no more tax because the gain would have been covered by the CGT annual
exemption. Had she been over the retirement age she would have paid no NICs and the tax
on the unapproved options gain would have been £2000.
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be sufficient to push an employee into the
higher rate 40% tax band and if they have
children trigger the clawback of child benefit
or family allowances, giving eye-wateringly
high effective marginal rates of ‘tax’ on their
remuneration from work.
This is a very different and much more
complex overall employment tax regime than
a basic rate of 20% and a higher rate of 40%
established in the late 1980s when the then
Chancellor Nigel Lawson cut higher income
tax rates but failed to integrate National
Insurance with income tax.
The jargon of National Insurance can
mislead people into thinking that they have
paid into a fund. Over the years various
Chancellors (e.g. Lawson and Osborne)
have raised the possibility of recognising
reality by consolidating income tax and
National Insurance into a single combined
tax on income but have backed away from
making changes from the fear of the political
backlash of vested interests such as the
retired who escape National Insurance on
their retirement income.
When Lawson changed the rates of
income tax he also equalised the rates of
income tax and capital gains tax. However,
subsequent, governments in order to
encourage growth and entrepreneurial
activity reduced the tax rates on capital
gains significantly and after 2000, EMI
options were introduced which allowed
option gains to be taxed as capital and
encouraged the use of options among
smaller companies with growth potential.
As is illustrated in the examples of
employees with different incomes in
figure 4, a capital gains tax treatment
considerably moderates the harsh effects
of lump sum options gains being taxed as
income.
Faced with a seemingly intractable
deficit and growing demands for increased
spending, the pressures on government
to raise more taxes show no sign of
abating. But as Britain approaches Brexit
and the pressures on our companies to
compete in global markets intensify our
political leaders would be well advised
to remember that our tax system needs
to encourage and reward growth and
enterprise and work, rather than penalise
them; and do this for the many and not just
the few.
Share schemes have an important
role to play in encouraging growth and
softening the basic harshness of a tax
regime which would otherwise treat
unrealised lump sum gains as income and
subject them to the complex and distorted
system of ‘taxes on employment income’
which the UK now has. It is important
that they do because if an award falls
outside these favoured schemes it suffers a
treatment reminiscent of the tax regime of
the 1970s stagflation era.
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IHT traps
Jacquelyn Kimber examines the new
rules for residential property and also
points out some traps and anomalies
in the Business Property Relief rules

KEY POINTS
zz
What is the issue?

Since 6 April 2017, inheritance tax
has become relevant to owners of UK
residential property, irrespective of
domicile and residence. Outside the realm
of residential property, this complex tax
can produce some surprising results.
zz
What does it mean to me?
Trustees of excluded property trusts
are now within the scope of inheritance
tax, and will need to contend with the
relevant property rules for the first time.
For businesses, there are some common
scenarios which cause headaches for
those wishing to pass on business assets.
zz
What can I take away?
There is a real question mark over how
the new residential property regime will
work in practice, particularly for nonresidents. On the business side, a review
of shareholder or partnership agreements
could avoid unexpected liabilities.

T

he Finance (No 2) Bill 2017 is currently
passing through Parliament and is
expected to receive Royal Assent in
December. F(No2)B 2017 enacts provisions
relating to inheritance tax (IHT) affecting
any non-UK domiciled individual owning
UK residential property through a non-UK
company or partnership. The changes will
particularly affect ‘excluded property’ trusts
owning, directly or indirectly, residential
property portfolios. All references are to
IHTA 1984 unless otherwise stated.
These provisions were first published
in December 2016 with the expectation
that they would become law with effect
from 6 April 2017 when the Finance Bill
2017 was meant to become the Finance
Act 2017. However, large swathes of the
original Bill were cut following the shortened
parliamentary timetable necessitated by the
general election. Many people, including
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Company Newby Castleman
Tel 020 7334 9191
Email jmk@newbyc.co.uk
Profile Jacqueline has more than 15 years’ experience advising both
corporate and non-corporate clients on a broad range of UK and international tax
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some advisers, thought the residential
property provisions would be gone for
good, or at the very least, delayed. Given the
strength of HMRC’s views that there should
be a level playing field between UK and
non-UK domiciliaries owning UK residential
property, the only real question was whether
the changes would be deferred until 6 April
2018. Clearly not.
First, a reminder of the basics: UK
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domiciled individuals are within the scope
of IHT on their worldwide assets. Pre 6 April
2017, non-UK domiciliaries were within
the charge to IHT only in respect of UK
assets (unless they had become ‘deemed
UK domiciled’ through the 17/20 rule in s
267). Foreign situs property held by a nondomiciliary is ‘excluded property’ (ss 6 and
48), and is therefore outside the scope of
the charge. It was common practice for non-
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TABLE 1

IHT Pre 6 April 2017

Own
name


IHT Post 6 April 2017 

Offshore
company

Offshore
trust

Offshore property
fund

x



x





x

EXAMPLE 1
An offshore company owns a UK residential property plus three commercial units. A
loan of £1m is secured on the UK property. The market value of the properties is as
follows:
UK residence
£2m
Commercial units
£9m
The value of the residential property attributable to the shares is not £1m (£2m less
the £1m debt secured on the property), but ((£11m–£1m) x 2/11) = £1.8m.
domiciled individuals to hold UK situs assets
– usually property – through an offshore
company, ie a foreign asset. The company
was normally owned by an offshore trust (an
‘excluded property trust’). From 6 April 2017,
there is no practical difference from an IHT
perspective between holding UK residential
property directly or through a company. The
position is summarised in table 1.
The changes are contained in new Sch
A1, to be inserted by F(No2)B 2017 cl 33 and
Sch 10. They work by removing from the
definition of excluded property any value
attributable to UK residential property,
whether that is directly held, or through
a non-UK company/partnership. This
article focusses on property held through
a company, as that is the more common
structure.
A charge under the new rules will occur
on any of the normal IHT chargeable events,
such as death, a lifetime transfer to a
trust etc. As it is the shares in the offshore
company which are removed from the
definition of excluded property, the value to
be charged to IHT is that of the shares to the
extent it relates to UK residential property,
and not the value of the underlying property
itself. Using HMRC’s example: ‘…a non-dom is
the sole shareholder of an overseas company
whose sole assets consist of a UK residential
property. The company has no liabilities. At
the individual’s death, their estate will consist
of the overseas shares which have an open
market value of £950,000. At the same time,
the UK property has an open market value
of £1 million. In such a situation, the value
of the estate is £950,000, and this is derived
wholly from the UK residential property. This
would mean that IHT would be charged on
the entire estate which has an open market
value of £950,000.’
The position will be more complex where
the company also holds foreign assets (which
will continue to be excluded property), or
there is debt. In the case of foreign assets,
an apportionment is required on a ‘just
and reasonable basis’ of the value to be
attributed to the company’s shares. Any
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valuation will also need to take into account
other relevant factors, such as inherent
liabilities (CGT, ATED) and discounts for
minority interests.
Debts of the offshore company are
apportioned across all assets, even if a loan
is secured on just the UK property. See
example 1.
Sch A1 also catches the value of
loans made to finance the acquisition,
maintenance or enhancement of UK
residential property, and security
arrangements. Further, there is a two year
time lag before the proceeds of a sale of
(for example) a close company owning UK
residential property, or the repayment of a
debt, will be considered excluded property
even if invested offshore.
Unlike the ATED rules, there is no
escape from an IHT charge if the residential
property is let on a commercial basis to
third parties, or is used to provide employee
accommodation. The scope of Sch A1 is
broadly similar to the Non-Resident CGT
introduced from 6 April 2015, and borrows
key definitions such as ‘interest in UK land’
and ‘dwelling’ from those rules (TCGA 1992
Sch 1B). In practice, the majority of corporate
structures will be caught unless the company
is diversely held such that it is not a ‘close’
company (CTA 2010 s 439), or the interest
falls within a 5% de minimis limit.
There are practical issues. If a nondomiciled individual ultimately owns foreign
company shares deriving their value from UK
residential property, an IHT charge arises on
his death. But when an individual dies in a
foreign country, it is unlikely that payment of
UK IHT will be at the forefront of the personal
representatives’ minds. The usual method of
enforcement of IHT is that one cannot obtain
a grant of probate or letters of administration
without first paying the IHT for the estate.
However, the property can be sold by the
entity owning it without restriction, so unless
there is some intricate tie up with the PSC
register, international death records and the
Land Registry, then how likely is it that HMRC
will ever know? HMRC’s response is that a

charge will be imposed on the UK residential
property in their favour, however, that
doesn’t entirely solve the information gap.
For trustees with offshore property
companies, the changes are an unwelcome
introduction to the IHT relevant property
regime, particularly if the trust was settled
in a year ending in 7 or 8. On the next tenth
anniversary of the establishment of the trust,
the trustees will be liable to a periodic charge
in respect of their relevant property. Broadly,
the rate of IHT is 6% (30% of the lifetime
rate) multiplied by the value of the ‘no longer
excluded property’, net of any allowable
deduction for debt, multiplied by the number
of quarters since 6 April 2017 divided by 40.
HMRC are of the view that s 65(4) does not
apply, so that the first quarter of the relevant
property period is not excluded and the
periodic charge clock started on 6 April 2017.
Exit charges under s 65 will also apply,
although there is no charge where property
ceases to be non-excluded property (for
example, at the expiry of the two year ‘tail’
following a disposal of residential property (s
65(7C), (7D) as amended).
IHT arising under Sch A1 should be eligible
for the instalment option (s 227) even if
the property is owned by a company (note
though that the overseas company will need
to have share capital, so take care with US
LLCs or similar vehicles).
There are no plans to add loans to the
list of property eligible for payment by
instalments in s 227, so IHT will be due within
six months of the 10 year anniversary date.
Whilst it seems harsh that related party
loans are treated less favourably than the
residential property itself for the purposes
of IHT, this is in line with the position of UK
domiciled individuals and trusts which were
settled by a UK domiciled person, who are
similarly not entitled to the instalment option
on related party debt. For those hoping to
make use of double tax treaties, unless the
other country levies a similar tax on the value
of the UK residential property at a rate other
than 0%, treaty relief won’t apply. The UK has
limited IHT double tax treaties, and although
much planning has historically taken place
using the UK:India IHT DTT, as India abolished
estate duty some time ago, it offers no
protection from UK IHT in this case.
HMRC maintain that there are no plans
to introduce measures facilitating the deenveloping of residential property structures.
If ‘de-enveloping’ is being contemplated,
there is a clear incentive to do this sooner
rather than later, to minimise both capital
gains and IHT charges. In any case, a review
of the available options, together with wills
and trust deeds is probably due.

Business Property Relief

Ensuring a business is able to continue as
smoothly as possible following the death of
a shareholder or partner requires careful
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thought. In many cases, the deceased’s
family will have no interest in becoming
involved in the business and the natural
successors are fellow shareholders or
partners. Further, the Partnership Act
1890 s 33(1) provides for a partner’s
death to dissolve the partnership unless
there are provisions to the contrary in
the partnership agreement. The sensible
commercial solution is to ensure that there
is a written agreement in place securing
that the deceased’s share passes to the
continuing owners. The problem here is s
113 which states that property subject to
a binding contract for sale at the time of a
transfer of value is not relevant business
property and does not therefore qualify
for Business Property Relief (BPR) under s
105. Many pre-emption rights included in
(for example) a company’s articles may be
effective in securing the right commercial
result, but could be fatal to a BPR claim.

Statement of Practice 12/80 sets out
HMRC’s view that a right in a company’s
articles to buy out the shares of a deceased
shareholder means that the deceased has
lost beneficial ownership of the shares, and
therefore BPR is not available. The same
analysis applies to rights under a partnership
agreement. For this reason, it is standard
planning to arrange for cross options to
be granted, under which the surviving
shareholders or partners have the option
to buy and the deceased shareholder or
partner’s personal representatives have the
option to sell within a stated period after
the individual’s death. Although an option
is a contract for sale, HMRC have confirmed
their view that the contract is conditional
upon exercise by the option holder, and until
that happens, the deceased shareholder has
retained ownership of the shares (Spiro v
Glencrown Properties Ltd [1991] 1 All ER 680).
Given the potential amounts at stake, it is

EXAMPLE 2
Three individuals carry on a printing business through the XYZ partnership, splitting
capital and income profits equally. The business is growing rapidly and the partners
decide to transfer the business to a new UK company, XYZ Limited. The partnership
assets consist of stock, debtors, cash, a few items of plant and machinery and the
freehold of the business premises. The large SDLT liability which would arise on the
transfer of the property to XYZ Limited leads the partners to decide to retain the
premises in their own names rather than transfer it to the new business. The remaining
assets are transferred to XYZ Limited in exchange for an issue of shares to the three
individuals, who now each own a third of the company.
Prior to the transfer, each individual would have been entitled to business property
relief at 100% in respect of their interests in the XYZ partnership, assuming the two
year qualifying ownership period had passed. BPR would therefore have been available
to each individual in respect the whole value of the business. Following incorporation,
not only is the BPR ‘clock’ reset so that no relief at all is available during the first two
years of share ownership, the 50% rate of BPR which can apply to assets held outside
the business is also lost, as no shareholder has control of XYZ Limited. This point can
trip up many shareholders, not only when contemplating incorporation but also as
part of succession planning, particularly where new shares are issued to incoming
shareholders, perhaps as part of share incentive arrangements for senior management.
A controlling shareholder’s interest can easily be diluted below the 50.1% threshold
required to secure BPR on assets used in the business.
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worth a thorough check of the articles or
partnership agreement to ensure that the
arrangement has been properly structured.
Another pitfall is the treatment of assets
held outside a business, typically property.
See example 2.
The IHT legislation is also anomalous
in treating partnership interests as what I
shall hesitantly refer to as ‘opaque’ for the
purposes of BPR. On death, the property
comprised in the deceased partner’s
estate is the chose in action representing
the partnership interest itself, and not
the underlying partnership assets. This
can catch out taxpayers and advisers
alike, so familiar are we to the concept of
partnerships as ‘transparent’ (again, the
term is used as convenient shorthand).
The trap is that shares in unquoted trading
company (say) which would qualify for BPR
if held directly by an individual will lose the
relief if held through a partnership.
This treatment also (in HMRC’s view
– see IHTM 25094) extends to LLPs,
notwithstanding the wording of IHTA
1984 s 267A which states that for IHT
purposes ‘property to which a limited
liability partnership is entitled, or which
it occupies or uses, shall be treated
as property to which its members are
entitled, or which they occupy or use,
as partners…’. HMRC’s logic here is that
the LLP’s holding of shares represents
an investment activity and hence the
prohibition at s 105(3) applies. Although
HMRC’s view is questionable, especially
in the light of the decision in HMRC v
Nelson Dance Family Settlement Trustees
[2009] STC 802 where it was held that the
value transferred was attributable to the
value of relevant business property, no
change of view is likely without further
litigation. Advisers should therefore be
alert to the issue and look to restructure
to avoid unexpected IHT bills.
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Careful steps
KEY POINTS
zz
What is the issue?

New legislation introduced in last year’s
FA imposes civil penalties on those
who ‘enable’ offshore non-compliance.
These rules are wider in scope than the
new offence of failing to prevent the
facilitation of tax evasion.
zz
What does it mean to me?
The provisions can apply in a broad
range of circumstances and advisers
will need to consider the extent to
which their own position, as well as the
position of their clients, is impacted.
zz
What can I take away?
The provision raise significant challenges
for advisers when they act for clients
making disclosures to HMRC where
the issue involves an offshore matter.
Careful consideration will need to be
given to the extent to which a conflict
of interest may arise. The rules present
risks for those advising on offshore
matters more generally. Processes
should be put in place to ensure that any
penalty risk is addressed.

T

here has been considerable discussion
in the professional press and the media
more generally about the new penalties
and criminal sanctions which have been
introduced to deal with those who ‘facilitate’
tax avoidance or tax evasion. Particular
focus has been given to the Criminal Finance
Act 2017 provisions which impose criminal
liability where there has been a failure to
prevent the facilitation of tax evasion.
Responsible advisors may feel that these
measures should be of no concern to them,
however, they can apply in a broad range of
circumstances where the advisor will wish to
ensure they act professionally and of course
advisors may need to advise their own clients
who themselves may need to take account
of them.
One key measure which has been
subject to less discussion is at Schedule 20
Finance Act 2016. Schedule 20 introduced
civil penalties which can apply to advisers
in circumstances where their clients fail
to comply with their tax obligations. The
penalties apply in respect of conduct
which takes place after 1 January 2017.
The measures form an important part of
HMRC’s broader efforts to combat offshore
tax evasion and sit alongside the criminal
sanctions which were introduced for failing
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Jon Preshaw considers the
new provisions for failure
to prevent facilitation of
tax evasion, and looks at
the next steps for advisers

to prevent the facilitation of tax evasion
in Criminal Finances Act 2017 and the civil
penalties which are to be imposed for failing
to correct historic offshore errors which
are to be introduced in the Autumn Finance
Bill. The Schedule 20 penalties could apply
in some of the same circumstances as the
Criminal Finances Act provisions, but they do
not overlap precisely.

How do the provisions apply?

Schedule 20 provides that a person (‘P’),
which would include an individual or body
corporate, will be liable for a penalty where
that person has enabled another person (‘Q’)
to carry out offshore non-compliance. The
penalties apply where the non-compliance
involves income tax, capital gains tax or
inheritance tax. Although there was some
discussion as to whether the provisions
should extend to include corporation tax
during consultation on the measures, it
appears that a decision has been made that,
for the time being at least, this will not be
the case.
Non-compliance is defined as conduct
which constitutes a relevant tax offence
(cheating the public revenue, fraudulent
evasion of income tax or the new strict
liability offences at s106B-D TMA 1970)

or conduct which would give rise to a tax
penalty for either carelessly or deliberately;
zz
failing to file a tax return,
zz
failing to notify chargeability, or
zz
filing an incorrect return or other
document with HMRC.
Before the Schedule 20 penalties can
apply, it is necessary for a taxpayer to have
been convicted of the relevant criminal
offence, to have been assessed to the
penalty, or to have entered into a contract
settlement with HMRC which includes the
penalty.
The reference here to civil tax penalties
is significant. This means that, unlike the
provisions in the Criminal Finances Act 2017,
the Schedule 20 penalties can apply where a
taxpayer carelessly, rather than deliberately,
fails to comply with their tax obligations.

Some key definitions and scope

Conduct involves an offshore matter where
it involves an offshore asset, offshore income
or offshore gains, where income or gains are
treated as arising offshore, or where there
has been a transfer of assets offshore or
between offshore jurisdictions. The provision
could therefore apply to a broad range of
circumstances where either offshore income
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Consequences of the application of the
regime

In the event that the penalty provisions
apply, there are a series of consequences;
zz
A tax-geared penalty will be chargeable.
zz
P’s details may be published in the event
that the Potential Lost Revenue (the
amount on which the penalty calculation
is based) exceeds £25,000.
zz
Where P is a company, the provisions
at s108 TMA 1970 can apply to transfer
liability for the penalty to an officer of
the company.
The Potential Lost Revenue here will be
calculated by reference to the error which
has been enabled. The penalty itself is
the greater of 100% of the Potential Lost
Revenue or £3,000, with a further penalty
of the greater of 50% of the Potential
Lost Revenue or £1,000 where a penalty
under Schedule 21 FA 2015, in respect of
an offshore asset move, has been levied.
Normal appeal rights apply in respect of
the penalty, but there is no specific right
of appeal against the decision to publish
P’s details, which would clearly have very
significant reputational consequences.
Broadly, in line with other civil penalty
provisions, the penalty can be mitigated
to the extent that P discloses information
about the non-compliance to HMRC or
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assists HMRC in an investigation which leads
to Q being charged with a relevant criminal
offence or a civil tax penalty. However, the
penalty cannot be reduced to less than the
greater of 10% of the potential lost revenue
(where disclosure is unprompted) or £1,000,
or 30% of the potential lost revenue (where
disclosure is prompted).

How are HMRC likely to apply the
provisions?

It can be expected that HMRC will seek
to apply these penalties more frequently
than the criminal sanctions in the Criminal
Finances Act 2017. This is because the
provisions require a civil standard of
proof to be applied and it appears that
the threshold conduct which will give rise
to sanctions under Schedule 20, enabling
offshore non-compliance, dos not involve
the same level of knowledge and intent as
the sanctions under the Criminal Finances
Act 2017. It could therefore be anticipated
that the civil penalty regime will be less
resource-intensive for HMRC to apply than
the criminal sanctions.
It would be prudent to assume that
HMRC will consider whether to apply
the penalties in any instance where a
taxpayer is subject to a tax-geared penalty
in connection with income tax, capital
gains tax or inheritance tax, and where the
liability arises in connection with offshore
assets, income or gains. The outline
disclosure forms which taxpayers are
required to complete in order to formally
accept HMRC’s offer under the Contractual
Disclosure Facility (‘CDF’) process now
specifically requires details of other parties
involved in the tax fraud which is disclosed,
which will include those who provided
assistance to the taxpayer. The information
supplied in CDF outline disclosures is likely
to form the basis for much of HMRC’s
compliance activity around enablers and
facilitation.
It is also worth noting that there is no
specific reason why the provisions could not
apply extra-territorially. The imposition of
a penalty on a non-UK resident would be
unusual given the difficulties in enforcing it.
However, HMRC may well regard the ability
to publish the details of a non-UK provider
as a useful tool in their wider efforts to
combat offshore non-compliance. With that
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or gains are realised by clients or are treated
as arising under a variety of complex antiavoidance provisions.
‘Enable’ is not specifically defined in
the legislation and so must be assumed
to take its ordinary meaning, being “to
make someone able to do something, or to
make something possible”. As a result, the
conduct which can give rise to a penalty
will encompass a wide range of behaviour
including both acts and omissions.
The potential scope of the provisions are
narrowed somewhat by the requirement that
P must have known that their actions would,
or would be likely to, enable the offshore
non-compliance. It therefore appears that
it will not be possible to enable offshore
non-compliance carelessly. However, it is
also clear that it will not be necessary for P to
have specific knowledge that their conduct
will give rise to specific non-compliance.
A further key difficulty with the
definitions is that the provisions clearly
indicate an adviser could be liable to a civil
penalty in circumstances where their client
carelessly, rather than deliberately, failed to
comply with a tax obligation.
In these respects, the Schedule 20 penalty
regime contrasts with the provisions in the
Criminal Finances Act 2017, which require
there to be a criminal act of facilitation and a
criminal act of tax evasion before the offence
is triggered (with the requisite knowledge
and intent in both cases).

in mind, it may well be the case that HMRC
seek to apply the provisions in connection
with enablers based outside the UK.

Specific implications for advisers

The provisions raise significant challenges
for advisers when acting for clients who
are either making disclosures to HMRC
in respect of offshore non-compliance,
or where HMRC allege that such offshore
non-compliance has taken place. In such
circumstances, there is a risk that the
adviser could be subject to penalties under
the Schedule 20 regime. As a result, the
adviser will need to consider the extent
to which the provision of information to
HMRC about their own firm’s conduct will
impact on any Schedule 20 penalty which
might arise. Such situations could give rise
to a conflict of interest between an adviser
and their client. The CIOT’s guidance on the
new Criminal Finances Bill addresses this
issue in the context of the Criminal Finances
Act provisions. The guidance indicates that
advisers should very carefully consider their
position in the event that a risk of conflict
might arise, and should refer matters
on to another adviser in appropriate
circumstances. It is certainly clear that equal
consideration should be given to the risk
of conflict arising as a result of these civil
penalty provisions
More generally, consideration should
also be given to the extent to which
advisory work in connection with non-UK
income, assets or gains could give rise to
the risk of penalties for an adviser. The
provisions will only apply where Q knew
that their actions were, or were likely
to, result in offshore non-compliance.
In circumstances where Q is an advisory
firm, and where ‘reasonable prevention
procedures’ for the purposes of the
Criminal Finances Act 2017 offences were
in place and being applied consistently,
it seems unlikely that the requisite
knowledge could be demonstrated.
Therefore, although there is much around
the legislation which is unclear, it would
certainly appear to be a worthwhile
practical step for advisers to consider the
extent to which Criminal Finances Act 2017
‘reasonable prevention procedures’ could
be extended to mitigate the risks around
Schedule 20 penalties.
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Predator and prey?
Adrian Houstoun looks at the challenges faced by SAOs

KEY POINTS
zz
What is the issue?

HMRC considered that the appellant,
a SAO, breached the main duty in
paragraph 1 of Schedule 46 by failing
to conduct, or have in place any system
of, selective or ‘thematic’ testing or
sampling of figures in the ICE VAT
returns, or of individual transactions to
ensure that the figures in the returns
were correct.
zz
What does it mean to me?
It is clear that HMRC considers test
checking to be a requirement, and all
SAOs should at least consider whether
they need a system of test checking,
and also consider whether they should
use an external firm to test that their
tax systems are appropriate, which will
at least make someone else culpable.
zz
What can I take away?
With Making Tax Digital just round the
corner, especially for VAT, SAOs should
also consider whether their tax systems
are sufficient to deal with obligations
under this new regime

I

n one of David Attenborough’s TV
programmes, he featured a giraffe being
stalked by a pair of lions but, despite their
cunning trap the giraffe escaped and the lions
left empty-handed. The odds were heavily
in favour of the lions and stacked against the
isolated giraffe, but the lions were let down
with their execution, and perhaps also with
the selection of their target. The same might
be said of HM Revenue & Customs (HMRC)
which, in 2009, received considerably
enhanced powers for dealing with the senior
personnel of large companies, where there
are tax issues, but have HMRC, unlike the
lions succeed or have they failed?
HMRC’s updated powers first came into
force in 2010 and, in a particular recent case,
they used them and alleged that a finance
director had breached his duty as the senior
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accounting officer (SAO) of the group, under
the new regulations. However, the Judge
in this case decided that HMRC’s penalties
should be rescinded. The Judge, Sarah Falk,
also criticised HMRC for the manner in which
it conducted the process and its handling of
the SAO’s appeal to the Tribunal.
The Finance Act 2009 introduced
the concept of SAO and their personal
responsibility for tax accounting systems
and accurate tax returns. SAOs of qualifying
companies and groups became responsible
for taking reasonable steps to establish,
maintain and monitor the adequacy of the
accounting systems used for creating tax
returns and settling tax liabilities. The SAO
also became responsible for providing a
certificate to HMRC on the adequacy of
their systems for each financial year. During
the period following the publication of the
Finance Bill and before the passing of the
Act, the definition of a qualifying company
was relaxed so that, when enacted, it applied
to UK companies in the same group whose
turnover is £200 million, or whose gross
balance sheet assets are £2 billion. Failure
to comply with the legislation results in
a £5,000 personal liability of the SAO. As
only cases that go to Court are in the public
domain, there is no information available as
to whether any SAOs have been assessed
and paid their liability; however, a case has
now been heard and the decision released
in respect of a particular SAO who did not
accept the penalties assessed on him and
appealed the penalty to the First tier Tax
Tribunal.
The appellant was Kreeson Thathiah who
was finance director of the Lenlyn Group, a
private group of companies, whose members
included International Currency Exchange plc
(ICE), and which provided currency exchange
and other financial services. ICE was also
the representative member of the VAT
group, which was partially exempt for VAT
purposes and operated a partial exemption

special method (PESM) for determining its
recoverable input tax.
Mr Thathiah ceased working for the
Lenlyn Group in Spring 2014 and, following
his departure, KPMG, on behalf of ICE, made
an error correction notification for the VAT
returns from March 2010 to January 2014,
with an estimated under declaration of
VAT of £1.36 million. Mr Thathiah met with
HMRC in January 2015, following which
HMRC issued him with two assessments of
£5,000 each, for the years to 29 February
2012 and 28 February 2013. It was against
these two assessments that Mr Thathiah
appealed, perhaps in part due to the impact
that having such assessments might have
on his CV and reputation as an accountant
who operated in the highly regulated area
of financial services, a point upon which the
Tribunal made comment. Mr Thathiah was
unrepresented and conducted the appeal
at Tribunal on his own. He had received no
assistance, information or other support
from the Lenlyn Group. Concerns within
HMRC in relation to taxpayer confidentiality
also appear to have been the cause of Mr
Thathiah not receiving any details of the
contents of KPMG’s error correction notice
until it was provided as an exhibit to a
witness statement during the course of the
appeal. No additional detail in relation to the
VAT position of the ICE VAT group or the final
outcome of the error correction notice had
been provided to him beyond some limited
comments in oral evidence and submissions
at the hearing.
HMRC’s case was in essence a very simple
one. It was that the appellant breached the
main duty in paragraph 1 of Schedule 46
by failing to conduct, or have in place any
system of, selective or ‘thematic’ testing or
sampling of figures in the ICE VAT returns, or
of individual transactions to ensure that the
figures in the returns were correct. Instead,
he relied excessively on variation testing,
i.e. simply comparing figures with those in
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PROFILE

Judge Sarah Falk also expressed her
concern about several aspects of HMRC’s
handling of the case:
zz
Although the Tribunal was appreciative
that HMRC had concerns about
taxpayer confidentiality, in denying

the appellant any real detail of the errors
identified by KPMG, until a late stage of
the appeal, was unfair to the appellant.
zz
Placing significant reliance on what was
said at the meeting in January 2015 in
respect of which Mr Thathiah had no
chance to prepare, and had not seen
the error correction notice, meant that
HMRC’s attempt to rely on that meeting
had to be treated with caution.
zz
Careful allowance needs to be made
due to the HMRC officer who dealt with
the case, as well as with the appeal, not
having been involved with ICE at the time
the errors took place.
zz
It was not clear to the judge that HMRC
had made sufficient allowance for the
fact that Mr Thathiah was unrepresented
and had had no access to support or
information from ICE or Lenlyn Group.
zz
HMRC’s evidence did not draw a
distinction between different sizes
of financial services businesses, and
assumed that all companies over the
Schedule 46 threshold would be judged
by the same standard, whether they
were just over the threshold, or a major
financial institution with a large tax
department.
zz
The legislation required the SAO to take
‘reasonable steps’, but instead HMRC first
focused on whether or not Mr Thathiah
had a ‘reasonable excuse’ which was
incorrect.
As mentioned above, HMRC’s case was
that by not performing or arranging for
selective testing, Mr Kreeson had failed to
take a reasonable step. However, the Judge
said that the absence of selective testing
can lead to errors becoming embedded and,
therefore, in principle such testing must
be desirable. However, the question was
whether, in the circumstances of this case,
selective testing was a reasonable step. The
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previous returns. By not undertaking any
selective testing, consistent errors will not
be picked up and can become embedded
in the system.
The Tribunal made the following
findings:
zz
Mr Thathiah joined the group in 2005,
became group finance director in 2007,
and his departure in 2014 was due to a
disagreement which had nothing to do
with the VAT errors.
zz
In or around 2010 there had been a
restructuring designed to increase
senior management oversight, and
an employee Marc Gil had been
appointed tax manager. He was sent
on a KPMG training programme
and given a £7,500 per quarter
tax training budget with that firm,
which was usually fully utilised, and
approximately seventy calls to KPMG
concerned VAT.
zz
Mr Thathiah also relied on another
senior employee, Kerry Penfold, who
became group financial controller, and
had been trained by a big four firm,
and had experience of working in a
large banking business–although she
was not a tax specialist.
zz
Mr Gil was responsible for the VAT
returns which Ms Penfold was
responsible for checking.
zz
The appellant relied on KPMG’s annual
audit, which included a full substantive
review of VAT calculations
zz
KPMG was engaged to handle
negotiation and agreement of a new
partial exemption special method with
HMRC.
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judge was not satisfied that it was, due to
the significant other system controls that
were in place and the work and involvement
of KPMG, in respect of which the Judge
observed that when HMRC decided to raise
the penalty there was no discussion by HMRC
at that meeting of the work that KPMG had
done in connection with VAT. The judge
therefore cancelled the two assessments.
Hopefully, Mr Thathiah has ended up with
a clean record and a CV unsullied by the
Lenlyn experience, much like the giraffe who
escaped unscathed from the lions.

Lessons to be learned

What should other SAOs learn from the case,
and should all SAOs make certain that their
company has a system involving selective
testing? That will materially depend on what
other controls the company has in place to
generate accurate tax returns, and settle its
liabilities on a timely basis. It will also depend
on the size of the organisation, if a company
is over the threshold by a relatively small
amount it will have different requirements
to those of a massive organisation. If, like
Lenlyn Group, the company has a retainer
with a professional tax adviser firm – and
the retainer is made good use of – and also
has several tax staff with segregated duties,
it may be possible to ensure accurate tax
returns without test checking. It is clear,
however, that HMRC considers test checking
to be a requirement, and all SAOs should at
least consider whether they need a system
of test checking, and also consider whether
they should use an external firm to test that
their tax systems are appropriate, which will
at least make someone else culpable. With
Making Tax Digital just round the corner,
especially for VAT, SAOs should also consider
whether their tax systems are sufficient to
deal with obligations under this new regime.
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KEY POINTS
zz
What is the issue?

An individual started his own business
and applied for working tax credits,
but had to take the case to four
stages of appeal before the UT judged
that he should be allowed to claim
working tax credits.
zz
What does it mean to me?
In this case, persistence was
necessary to take the matter to the
Upper Tribunal which, in tax credits
cases, will not put the appellant at
risk of having to pay the other side’s
costs.
zz
What can I take away?
Although Judges will always
endeavour to do the best that they
can with the material before them, an
oral hearing is undoubtedly going to
allow more facts to emerge.

Reality bites
Keith Gordon considers a recent
tax credits case which turns
on the definition of carrying on
a trade

I

n the interests of simplification,
there should be some grateful
acknowledgement of the fact that
many of the concepts well known from the
income tax legislation are replicated in the
tax credits code. However, I do wonder
whether the political expediency of having
two entirely separate procedures is really
justified and helpful.
Whatever the merits of that decision,
this article discusses a case which concerns
the meaning of self-employed for the
purposes of tax credits. Until 5 April 2015,
the tax credits definition more or less
reflected an income tax practitioner’s
understanding of the term which was to
be ‘engaged in the carrying on of a trade,
profession or vocation’ (Working Tax
Credit (Entitlement and Maximum Rate)
Regulations 2002, SI 2002/2005, regulation
2(1)). However, presumably in order to
reduce the availability of tax credits, the
test was revised from 6 April 2015, adding
the requirement that the activity be
carried on ‘on a commercial basis and with
a view to the realisation of profits’.
Although the words are new for tax
credits purposes, they are of course
familiar and were no doubt taken from
the rules which restrict the availability
of trading losses in what is often known
as ‘sideways relief’ claims. In the context
of income tax, the test is to ensure that
losses can be set off against income from
other activities only if the losses were
incurred in the course of an activity in
which (taxable) profits were intended and
likely to be made. It is not hard to see a
similar rationale for the narrowing of the
definition of self-employed in cases where
the carrying on of a self-employment is one
route to entitlement to tax credits.
There is some limited authority
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on the meaning of these words in the
income tax context. The Upper Tribunal
(Administrative Appeals Chamber) has
now had to consider their meaning in the
context of tax credits in the case of JF v
HMRC [2017] UKUT 334 (AAC).

Facts of the case

JF had been on jobseeker’s allowance (‘JSA’).
He then decided to try to make a go of it
and become a self-employed painter and
decorator. He sought to generate work by
advertising on Gumtree (which, for readers
less familiar with the virtual world, is an
online classified advertisements service, akin
to Loot) as well as handing out leaflets on a
door-to-door basis.
To assist cash flow (presumably part of
the purpose of the tax credits legislation) and
to make up for the loss of JSA, he claimed
working tax credit. In response to the
question as to whether there was any other
information considered to be relevant, JF’s
application included the statement that he
was ‘just happy to be off JSA and hopefully
make a go of something’. In addition, JF
included copies of his advertising leaflets,
his CITB skills certificates and some rough
preliminary accounts (handwritten) showing
a list of jobs including dates, addresses and
prices charged, as well as his outgoings.
Rather surprisingly (I say from reading
the facts as opposed to recent experience
in this field) the application was rejected.
The refusal letter asserted that there
was insufficient information to show that
the activity was regular and organised,
commercial or carried on with a view to
profit. As the Judge noted with some alarm,
the letter also included the (presumably
standard) wording that the decision does
not preclude HMRC from taking further
action if they suspect that the applicant has
committed a criminal offence.
Showing the determination which one
hopes will stand JF in good stead in his
business endeavours, JF was minded to press
on despite officialdom’s initial shot across
his bow. He addressed each of HMRC’s
complaints in his request for a mandatory
reconsideration (which since 2014 has
been a required precursor to any Tribunal
proceedings).
As did the Judge, I reproduce JF’s
response in its entirety (without correction
for any typos etc) because it is only his words
which can precisely convey the facts of the
case:
‘Point 1, my business is not regular/
organised My business is still in very early
stages of trade. to say I’ve only been trading
for about 2 months I’m taking bookings well
into next month, building up a customer base
and getting my business in the public eye. I
don’t know how much more organised i can
be? my business is a simple idea, there is no
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need for complex and expensive business
plans. For a first time sole trader work is
coming in and organised as can be.
Point 2. my business is not commercial I’m
offering a service that can be bought by the
public, that is making a profit. what exactly is
your definition of commercial?
Point 3, my business is not carried out with
a view to profit Why would i even bother with
any of this if i didn’t intend to make a profit?
Do you think i’m doing this for fun? After
being on Job Seekers alowance with no sight
of a job, I decided to try and make a success
of something instead of waiting for other
people to give me a chance. i want to do it
for myself. I’m in this for the long haul with
the intention of being successful and making
a profit. To summarize, i thought working
tax credit was supposed to help people on
low incomes. It’s difficult to forcast what my
earning will be come the end of the tax year
but i would greatly appreciate help in trying
to make my business a success. From what
I’m being led to believe my income are not
high enough to be classed as a low income
which makes no sense. I’m working the
required hours and the required age for WTC
and don’t see no reason why i don’t qualify
for financial help.’
It appears that even this did not work
because the case eventually found its
way to the First-tier Tribunal. JF chose
not to have an oral hearing (as the Upper
Tribunal Judge explains ‘presumably as he
was too busy to make a go of his fledgling
business’). The First-tier dismissed the
appeal and upheld HMRC’s refusal. In
doing so, it highlighted a number of
apparent deficiencies in JF’s case. For
example, it commented upon the absence
of evidence of:
zz
written quotations to prospective
customers, invoices and payments for
work done,
zz
a business bank account, or
zz
business insurance (vehicle and/or
public liability).
It also remarked upon the lack of
business plan but said that that was not
determinative of the Tribunal’s decision.
Finally, the Tribunal analysed JF’s first
three months’ trading income and, on the
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assumption that he was working 30-hour
weeks, calculated that he was working at
a rate of just £2.39 per hour. The Tribunal
concluded that this was evidence that JF
was not engaged in remunerative work for
at least 30 hours per week and therefore
not entitled to the Working Tax Credit.
Still dissatisfied, JF then notified his
further appeal to the Upper Tribunal.

The Upper Tribunal’s decision

The case came before Judge Wikeley who
had earlier granted JF permission to appeal.
However, it should be noted that (perhaps
unusually) the officer representing HMRC
at the Upper Tribunal actually supported
JF’s appeal, pointing out some procedural
errors that had arisen at the First-tier.
In any such appeal, there are two stages.
First, the Upper Tribunal has to decide
whether there has been an error of law in
the First-tier’s decision. Secondly, and only
if the first stage is overcome, the Tribunal
then has to decide whether to ‘remit’
the case back to the First-tier for a fresh
decision or whether it can remake the
decision itself.
Judge Wikeley quickly considered that
an error of law had indeed occurred (in fact,
more than one). He noted that First-tier
had not adopted a sufficiently inquisitorial
approach to the case (the Social Entitlement
Chamber is supposed to take a more active
approach in eliciting facts from parties
than has traditionally been the case with
the Tax Chamber, although recent case law
shows that the latter should not avoid such
an approach where justice dictates): this
was compounded by the fact that HMRC
had omitted some business receipts from
the bundle of documents prepared for the
First-tier hearing. Secondly, the First-tier
had wrongly disregarded the time spent in
setting up the business and going door-todoor when applying the 30-hour test. He
therefore set aside the First-tier’s decision.
So far as what to do with the case as a
result, the Judge considered that (even with
the limited paperwork before him) there
was sufficient evidence to satisfy him on the
balance of probabilities that JF was indeed
self-employed within the meaning of the
test. As the Judge noted, JF’s own words
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explained that he was seeking a profit; it
was also organised and regular – the fact
that it was rudimentary was unsurprising
as the business had only just been
commenced. Most importantly, it seems,
was the fact that JF showed a regular time
commitment to the work. The Judge also
noted that JF had an accountant, although
he stressed that this was not essential (but
reinforced his view).

Commentary

If you are surprised (or shocked) that JF
needed to take the case to four stages
before he got this outcome, you will not
be alone. The Judge himself was not
happy with how JF had been treated. His
criticism of the First-tier (which can also
be extended to decision-makers within
HMRC) was that they need to ‘get real’
– the evidence which typical tax credits
claimants are likely to have to demonstrate
their business activities is likely to be far
‘more modest’ than that that would be
needed to ‘pass muster on an MBA course
or to withstand scrutiny in an episode of
Dragons’ Den’. It is hard to say any more
than that.
As the Judge noted, however, the
case should be treated with an element
of caution. First, it was not contested
by HMRC and, therefore, there has not
been the benefit of full legal argument to

consider the new statutory test. Secondly,
there is no guarantee that future Tribunals
will equate the statutory test with its loss
relief equivalent, given the (slightly)
different statutory context.
From my perspective, however,
I consider that the two tests should
be interpreted in precisely the same
way as they are broadly serving the
same essential purpose. Of course,
the typical tax credits claimant is
likely (but not necessarily) to be
running a business different from
that which might be the subject of a
sideways loss relief claim. However,
it does not mean that the tests
have different meanings; instead, the
different factual scenarios should merely
lead to different expectations as to the
kind of documentation that should exist
to support an assertion that a business
is being conducted commercially and
with a view to profit. That, after all, is
the application of reality to the statutory
words.

What to do next

Ultimately, this is a further example of
a case where what appears to be the
obvious outcome seems to be constantly
just out of reach. In this case, persistence
was necessary to take the matter to the
Upper Tribunal which, in tax credits cases,

will not put the appellant at risk of having
to pay the other side’s costs. One possible
lesson, however, is to hesitate before
taking up the option of having a case
decided on the papers. Although Judges
will always endeavour to do the best that
they can with the material before them,
an oral hearing is undoubtedly going to
allow more facts to emerge. The First-tier
might not thank me for saying this, but
perhaps the exceptional circumstances
of this case should serve as a warning not
to take what might seem like the easy
option.

The Tony Arnold Library contains books, articles
and case law on taxation issues and policy.
The Tony Arnold Library is the library of
the CIOT and ATT.

It is for the use of all members and students.
To gain access you must have your membership or
student card.

Tony Arnold Library
Tax information at your fingertips

Alternatively documents can be faxed, posted or
e-mailed to you for a small fee.
King’s College London
Chancery Lane
London WC2A 1LR
library@tax.org.uk
or 020 7848 2568
Nearest underground stations :
Chancery Lane or Temple
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I’m going to start this month’s Technical
Newsdesk with a confession. Before I
started working for the CIOT, I’d no real awareness of the
Technical Team, what it did, or that I could get involved. Yes,
I used to read Tax Adviser and the Technical Newsdesk pages
(and still do of course), but it never really ‘clicked’ what the
technical teams do. Well, November 2017 marks my two-year
anniversary as head of the CIOT’s technical team and, for those
of you who can relate to what I’ve just confessed, it’s about
time I explained.
The CIOT, ATT and LITRG each have a technical function,
supported by an ‘in house’ team, and groups of volunteers.

CIOT

The CIOT carries out the vast majority of its technical
work through its various technical sub-committees. These
sub-committees, and the Technical Officers for those subcommittees, are as follows:
There are also a number of working groups set up within
or alongside these sub-committees, a good example being the
Digitalisation and Agent Strategy Working Group (or DASWG
for short) which reports into the Management of Taxes SubCommittee, but there are also others in the field of dispute
resolution, pensions, and Welsh taxes.
All the sub-committees report up to an overarching Technical
Committee. See www.tax.org.uk/TCwho for more information
on ‘who’s who’.

Sub-Committee

Technical Officer(s)

Capital Gains Tax & Investment
Income

Kate Willis

Corporate Taxes

Sacha Dalton

Employment Taxes

Matthew Brown

EU & Human Rights

Sacha Dalton

Indirect Taxes

Angela Fearnside and
Jayne Simpson

International Taxes

Sacha Dalton

Management of Taxes

Margaret Curran

Owner Managed Business

Matthew Brown and
Margaret Curran

Property Taxes

Kate Willis

Kate Willis

Succession Taxes John Stockdale John Stockdale
Scottish Technical Committee

Joanne Walker

Working Together

Richard Wild
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ATT

The ATT’s wide-ranging technical work is the responsibility
of its Technical Steering Group (TSG), supported by three
Technical Officers: Will Silsby, Emma Rawson and Helen
Thornley. The TSG’s single sub-group, the VAT sub-group,
focuses (as its name suggests) specifically on VAT matters.
Details of the TSG and the VAT sub-group can be found at www.
att.org.uk/TSGwho.

LITRG

LITRG, like Technical, is a committee of the CIOT. It is not a
separate organisation. LITRG undertakes a wide variety of work,
both through its Committee, but also more widely through
provision of information and guidance on its website (https://
www.litrg.org.uk/tax-guides), and through working alongside
the tax charities Tax Aid and Tax Help for Older People.
Details of LITRG volunteers can be found at www.litrg.org.uk/
volunteers. A fuller account of LITRG’s work can be found in
‘The evolution of LITRG’ from June’s Tax Adviser (https://tinyurl.
com/yasgqhqk).
LITRG’s technical work is supported by eight Technical
Officers: Claire Thackaberry, Diane Maddison (seconded from
HMRC), Gillian Wrigley, Jane Booth (seconded from HMRC,
working on www.revenuebenefits.org.uk), Joanne Walker (part
time, also CIOT’s Scottish Technical Officer as above), Meredith
McCammond and Sharron West. It also has two Senior
Technical Managers, Victoria Todd and Kelly Sizer, although we
shall shortly be saying goodbye to Kelly, and we wish her every
success in her future career.
It would be a very career-limiting omission if I failed to
mention a number of other key members of the technical teams
– particularly my boss, John Cullinane, who is the CIOT’s Tax
Policy Director, Jane Ashton, the ATT’s Executive Director, and
Robin Williamson, LITRG’s Technical Director – all of whom help
steer the technical ‘ship’. And we are all ably supported by Ruth
Mace and Sophia Bell, who seem to ensure everything works
seamlessly, without us really noticing!

How you can help

But that’s enough about us. The CIOT, ATT and LITRG Technical
teams, through the various committees and sub-committees,
are supported by a large number of volunteers – people
just like you, who work in practice, industry or HMRC. Their
expertise and day-to-day experiences help inform and shape
the work we undertake. Without our volunteers our technical
work would be much more limited and less effective.
Our volunteers contribute in a variety of ways, such
as attendance at meetings (usually held quarterly) of the
committee/sub-committee which they have joined, providing
input into written consultations, and representing their
respective body at meetings with HMRC, HMT and other
stakeholders. All of this is undertaken to support the charitable
objectives of the CIOT (of which LITRG is part) and the ATT.
But this isn’t just a one-way street. Volunteering brings its
own rewards – not just the warm glow that you are ‘putting
something back’, but that you are really using your skills and
experience in helping to make the tax system better, and
ensuring that you are at the forefront of policy and legislative
proposals.
So for example, if you are a VAT specialist, you might think
about getting involved with the CIOT’s Indirect Taxes SubCommittee, or the ATT’s VAT sub-group. Provided you are CIOT
or ATT qualified (as a student you already have enough to focus
on!), you can apply to join any committee or sub-committee where
you feel you can make a valuable contribution. And remember,
the CIOT and ATT are charities, so if your employer has a policy of
supporting charitable work, then this should qualify.
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If you would like to know more about getting involved with
our technical work, take a look at the technical pages of the
CIOT, ATT and LITRG websites, or send me or the relevant
Technical Officer an email. We’d be delighted to hear from you.

Consultation on the Business
Risk Review
MANAGEMENT OF TAXES OMB

HMRC have recently issued a consultation document ‘Large
Business compliance – enhancing our risk assessment
approach’.
For the last decade, the Business Risk Review (BRR) has been
a core feature of how HMRC manage the tax compliance of the
largest businesses – defined as those with a turnover of more
than £200m.
Most large businesses are managed by HMRC’s Large
Business Directorate which allocates a Customer Relationship
Manager (CRM) for each business it manages. CRMs currently
conduct a periodic BRR of each large business, assessing their
risk profile and placing them into a binary ‘low risk’/‘non-low
risk’ category so HMRC can target resources on those taxpayers
who represent the greatest risk. This process is set out in their
Tax Compliance Risk Management manual.
This assessment is a key determinant of the level of scrutiny
and resource the business receives from HMRC. The process,
while still considered effective by HMRC, has undergone limited
change since its introduction 10 years ago.
Currently HMRC define a low risk taxpayer as a taxpayer
who has an open and transparent relationship with HMRC,
effectively manages their own tax compliance risk and who
HMRC trust will not engage in aggressive tax planning. HMRC
define all other large business taxpayers as non-low risk.
Taxpayers who are non-low risk cover a wide spectrum of tax
compliance behaviour. In HMRC’s view, the current approach
has been effective in identifying and managing tax risk,
encouraging large businesses to adopt a lower risk approach
to tax compliance, and encouraging them to resolve any issues
early. However, HMRC do not consider that the current low
risk and non-low risk segmentation adequately defines the
differences across the spectrum of the population in a useful
way, seeing it as too blunt to highlight significant differences
across the population.
HMRC are therefore seeking views on how a refreshed BRR
approach, potentially with more (eg 4–5) risk categories tailored to
the tax risks encountered in the large business population, will:
1. support HMRC in maintaining a shift in large business
compliance behaviours
2. provide greater clarity and confidence for large businesses – for
example, the BRR could involve greater segmentation, placing
businesses into a low risk, low-moderate risk, high-moderate
risk, high risk and significant risk category
The full consultation, which runs until 6 December 2017, can be
found at http://tinyurl.com/y984hq78.
If you have any comments on the consultation that you would like
us to include in our responses, please send them to technical@ciot.
org.uk or atttechnical@att.org.uk.
You can also send comments directly to HMRC at
largebusinessconsultation.mailbox@hmrc.gsi.gov.uk.
Margaret Curran
mcurran@ciot.org.uk
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Making Tax Digital
GENERAL FEATURE

Secondary and tertiary legislation has been published for
consultation

Following the publication in September of the Finance (No 2) Bill
2017 which contains the enabling legislation for Making Tax Digital
(MTD) for both Income Tax and VAT, the government has launched
a consultation on the proposed MTD for Business secondary and
tertiary legislation, and they have also published the ‘Making Tax
Digital for VAT: legislation overview’. Whilst we expect the Finance
Bill clauses to be enacted, the Regulations will not be laid before
Parliament at this stage.

The Income Tax (Digital Requirements) Regulations

Found at https://tinyurl.com/yb69pos8, these require businesses
to use functional MTD compatible software to keep and preserve
digital records, make quarterly updates and an end of period
statement or partnership return. They define ‘digital records’
and set out the deadlines for making updates to HMRC, as well as
how corrections and omissions will be dealt with. The Regulations
also detail how retailers and partnerships will comply with MTD.
Finally, the exemption for the digitally excluded is also continued
in these Regulations, as are other exemptions such as those based
on income thresholds and the size of business.

The Income tax (Digital Requirements) Notice

Found at https://tinyurl.com/ydyoltf8, this provides information
about the obligations businesses will have to meet. It explains what
information businesses will need to include when providing their
update information to HMRC each quarter. It also explains what
additional information businesses will need to provide to finalise
their taxable business profits (or losses) as part of their end of period
statement or partnership return. It also explains the varied digital
record-keeping requirement for those businesses that have made a
retail sales election under the Regulations.

The Income and Corporation Taxes (Electronic
Communications) (Amendment) Regulations

Found at https://tinyurl.com/ydz4purq, these update existing
regulations concerning HMRC’s use of electronic communications
so that HMRC is permitted to use electronic communications to
deliver communications related to MTD to a person or partnership
who is subject to the requirements of MTD.

The Making Tax Digital for VAT: legislation overview

Found at https://tinyurl.com/yawlyw87, this provides an overview
of the primary and secondary legislation required to enact MTD
for VAT, which will come into force from April 2019. It specifies
the electronic record keeping requirements for VAT and what VAT
return information will be required to be submitted to HMRC. The
paper also sets out how MTD for VAT will work for retail schemes,
the flat rate scheme, annual returns and amendments/error
corrections.
If you have any comments on the consultation that you would
like us to include in our responses to HMRC, please send them to
technical@ciot.org.uk or atttechnical@att.org.uk.
You can also send comments directly to HMRC at
makingtaxdigital.consultations@hmrc.gsi.gov.uk
The deadline for all responses and comments to be sent to
HMRC is Friday 10 November 2017.
Margaret Curran
mcurran@ciot.org.uk
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Base Erosion and Profit Shifting
(BEPS): CIOT responds to recent
OECD work
INTERNATIONAL TAX

The CIOT has submitted comments to the OECD in response to its
recent Discussion Draft on BEPS Action 7 – Additional Guidance
on Attribution of Profits to Permanent Establishments (PEs) and
Request for Input on Work regarding the Tax Challenges of the
Digitalised Economy.

BEPS Action 7 – Attribution of Profits to PEs

The OECD’s Discussion Draft on Additional Guidance on Attribution
of Profits to PEs largely adopts the approach of setting the highlevel general principles in relation to the attribution of profits to PEs
resulting from changes to the model double tax treaty article 5. There
are some helpful points made in the Discussion Draft (including,
for example, the acknowledgement that double taxation should be
avoided).
However, in our response we said that more detailed guidance
than that currently drafted would better assist taxpayers and tax
authorities. In particular taxpayers brought within the rules as a
result of the changes, which lower the PE threshold, may potentially
have many more PEs than previously, and may have little previous
experience in applying profit attribution principles in practice.
Therefore, we encouraged the OECD to develop this guidance further.
By their very nature high-level principles can often be interpreted
in a number of different ways and we suggested that further, more
detailed guidance may be necessary to ensure a more certain and
consistent approach to profit attribution.
We also said that we would like to see the OECD explicitly
support adoption of the Authorised OECD Approach to attribution
of profits. We think that doing so would result in more certainty and
consistency. The aim should be for a consistent approach by as many
tax authorities as possible and, in our view, this would be better
achieved if there is support for a single approach.
We reiterated that the threshold issues associated with the OECD’s
final report on BEPS Action 7 remain a concern of businesses as a
result of the potential compliance burden and the risk of double
taxation. In additional where a company has multiple PEs in different
countries resolution of disputes will be complex. We suggested that
the OECD should monitor the position as this develops.
The OECD has recognised (in its final report on BEPS Action 7) the
administrative burden that may arise even in circumstances where
no profits are attributable to a PE. The Discussion Draft (at paragraph
19) also recognises that the ‘profits attributable to the PE may be
either positive, nil or negative (that is a loss)’. Thus, in recognition
of the considerable administrative burden (with potentially no
added benefit to tax authorities or taxpayers) we suggested that the
OECD goes further in encouraging countries to introduce domestic
legislation that would reduce the administrative burden; for example,
by the OECD developing a best practice in this area.
Our full response can be found at: www.tax.org.uk/ref331

BEPS Action 1 – Tax Challenges of the Digitalised Economy

In our response to the OECD’s Request for Input on Work regarding
the Tax Challenges of the Digitalised Economy we agreed with the
OECD’s conclusion in the 2015 report, reiterated in the Request for
Input, that it would be very difficult, if not impossible, to ring fence
the digital economy and identify digital businesses to which any new
rules should apply because of the pervasive nature of digitalisation
within the majority of businesses.
We noted that digitalisation does not produce unique BEPS issues

45

TECHNICAL

and that many BEPS Actions (particularly Actions 3, 6, 7 and 8–10)
are likely to substantially address the BEPS issues exacerbated by
digitalisation.
We said that is important to define why further work on
the challenges of the digitalised economy is required. The BEPS
project as a whole was driven by a concern that substantial profits
made by multinational enterprises (MNEs) were not taxed in any
jurisdiction, or were taxed at artificially low rates. The various BEPS
recommendations made in the final reports in 2015 were intended to
resolve such issues.
Is further work considered necessary because the BEPS proposals
are thought to be inadequate? Or is it the case that the BEPS
proposals are expected to lead to MNE profits being taxed, but the
complexity and, indeed, novelty in some cases, of the value chains of
digital businesses, mean that further work is required to ensure that
the allocation of taxation between jurisdictions is fair and reasonable?
We said that defining which of these is the primary aim of further
work is critical to arriving at the right solutions. In particular, we said
that BEPS Actions, such as Actions 3, 6, 7 and 8-10, need to be given
time to take effect, so that a clearer picture emerges of any remaining
issues that need to be addressed.
We can only see merit in further work on the digitalised economy
which considers how profits are allocated between jurisdictions.
The application of the existing arms-length principle to a digitalised
economy and whether this is appropriate is worth further
consideration, as is whether existing principles properly measure the
value chains of digitalised business. But the CIOT would like to see
a long term global solution to these questions and the challenges
should not be underestimated. Time should be taken to investigate
and consider the difficult and complex decisions that may have to be
taken in this area.
In our view two of the proposals in the Request for Input –
withholding taxes and an equalisation levy – are short term fixes that
would lead to a complexity and double taxation, and are likely have
a negative influence on further innovation. The third, (Tax nexus
concept of ‘significant economic presence’) whilst having greater
theoretical merit, has significant practical challenges around the
attribution of profits. We said that progress towards a longer term
solution is likely to be slower than some may like. But it is important
to recognise that a proper consideration of options, even if the
conclusion from doing so is that other options are required, is still
progress.
We expect that the BEPS actions which are in the process of being
implemented will go a long way towards mitigating the effect of
mismatches and missing elements of the international tax system
that some highly digitalised businesses may have been able to
take advantage of. These changes should be given time to be fully
implemented and take effect throughout the international tax system
before further changes are recommended in regard to base erosion
and profit shifting as such. Any work now should focus on considering
whether the definition of and attribution of value to supply chains
with a significant degree of digitalisation can be improved.
As noted above, the BEPS Action 7 measures have increased
the compliance burden as a result of creating additional PEs. We
noted that any further measures which would result in additional
‘digital’ PEs would exacerbate these burdens, and should be weighed
against any theoretical improvement in the accuracy of profit
attribution, especially where such attribution is likely to be small.
We suggested therefore that, if the proposals around a significant
economic presence are developed, there should be suitable de
minimis thresholds, so that the measures do not impose a prohibitive
compliance burden on companies with only very few transactions in a
jurisdiction, and that consideration is given to encouraging countries
to adopt other domestic legislation, such as remote e-filing, that
would reduce the administrative burdens.
We said that in our view both withholding taxes and the digital
equalisation levy are blunt instruments likely to lead to double
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taxation. Taxes which are directly calculated from revenues will only
reflect profit attributable to the territory where sales are made in
a minority of cases. The imposition of such taxes is likely to lead to
double taxation in many instances, as states where ‘production’ takes
place are unlikely to want to compensate for over-taxation where
sales are made. Whilst this could, in theory, be tackled by setting
the rate of tax at very low levels, this is likely to lead to a tax with
disproportionate collection and administration costs. Even then it is
likely many tax treaties would need to be revised before these taxes,
particularly a digitalisation levy, could be fully creditable. Revenue
based taxes are also likely to load additional costs onto businesses in a
start-up phase and slow down development, as they will generally be
levied before profits are made.
Our full response can be read at: www.tax.org.uk/ref371
Sacha Dalton
Sdalton@ciot.org.uk

OTS focus paper on
disincorporation relief: CIOT
and ATT responses
GENERAL FEATURE

OMB

The CIOT and ATT agree with the OTS that the time is right to
address whether disincorporation relief is achieving its purpose
and to investigate what, if anything, can be done to make it more
useful and more effective if it continues.
Members will be aware that disincorporation relief was
intended to help address the problems faced by some small
businesses that had chosen to become a limited company in the
past and may have wanted to return to a simpler legal form.
The relief allows transfers of interests in land and goodwill
to be made at cost or written down value (unless the market
value is lower), so that no gain is chargeable on the company.
However, the tax charges on the shareholders are unrelieved.
The relief is limited to businesses with qualifying assets
(goodwill or interests in land) valued at less than £100,000 at
the time of the transfer. The legislation in Finance Act 2013
contains a ‘sunset clause’, meaning that if no action is taken the
relief will automatically cease to apply from 1 April 2018.
There has been a very low take up of the relief since it was
introduced. Indeed, the OTS paper reveals that fewer than 50
claims had been made as of March 2016.
Feedback from members generally has been that they have
not considered using disincorporation relief for corporate
clients which might be contemplating disincorporation, and
one of the main reasons is because the threshold is too low,
especially given the rise in property values over the last decade.
In the view of a number of advisers, the relief also does not
go far enough in relieving tax charges. Incorporation can be
undertaken with no tax burden, but tax charges remain on
disincorporation in respect of the individual shareholders.
In their response the CIOT recognise that there will be
revenue and avoidance issues in determining how generous a
relief it should be, but it may be that a more generous relief
with some anti-avoidance provisions might play a sensible part
in a more rational overall system which tries to reverse the
current tax incentive to incorporate.
Rather than letting the relief lapse, we should search for
a solution that fits into an overall government strategy for
the taxation of small businesses, one that addresses the
differences between the taxation of different types of income,
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and between incorporated and unincorporated businesses,
particularly seen in the context of potential increases to
dividend tax rates in the future which could see interest in
disincorporation relief increase.
The CIOT suggest that the government could consider
the option of a deferral of tax liabilities as opposed to full
relief, which would minimise any eventual revenue loss to the
Exchequer.
Finally, the CIOT also note that the targeted anti-avoidance
rule (TAAR) in Finance Act 2016 section 35 has created a great
deal of uncertainty over the tax treatment of distributions in
liquidation, particularly where the taxpayer is carrying on in
the same sort of business, as would be the case where they
disincorporate in order to continue in business as a sole trader
or partnership. They echo the OTS’s plea that clarification is
needed that a straightforward disincorporation would not fall
within the TAAR.
The full text of the CIOT response can be found at www.tax.
org.uk/ref345.
In their response the ATT stress that the original policy
rationale behind disincorporation relief – that tax charges
should not act as a barrier to proposed changes in the
structure of a business – is still valid today. If anything, recent
and proposed legislative changes (including changes to the
taxation of dividends and personal service companies) mean
there may be more small companies looking to disincorporate
in the future, not less. The ATT therefore believe that a
disincorporation relief in some form should be retained beyond
1 April 2018 as a relief whose time has not yet come.
The ATT note that the current £100,000 limit creates a cliff
edge based solely on asset values, with no consideration given
to the underlying gains relieved. For example, a company with
no land and buildings, but internally generated goodwill of
£100,000, can have a gain of £100,000 exempted. By contrast a
company with qualifying assets worth £101,000 will receive no
relief at all even if the potential gain is much lower.
The ATT suggest that this cliff edge effect could be avoided
by replacing the current limit with an alternative qualifying
condition based on the amount of gains and not solely asset
values.
The full text of the ATT response can be found www.tax.org.
uk/ref259.
Margaret Curran
mcurran@ciot.org.uk

Emma Rawson
erawson@att.org.uk

Scotland update: Air Departure
Tax consultations
INDIRECT TAX

The CIOT has submitted a response to the Scottish
Government consultations on an overall 50% reduction policy
plan and an Environmental Report.
The Scottish Government undertook two consultations over
the summer in relation to Air Departure Tax (ADT), which is
expected to take effect in Scotland from 1 April 2018. ADT will
replace UK Air Passenger Duty and, like that tax, will be payable
by aircraft operators on the carriage of chargeable passengers
on chargeable aircraft by air from airports in Scotland. This
follows the Air Departure Tax (Scotland) Act 2017, which
received Royal Assent at the end of July 2017.
The Scottish Government has committed to reducing
the overall tax burden from ADT by 50% by the end of the
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current session of the Scottish Parliament, that is, by 2021.
Furthermore, the intention is to fully abolish the tax when
resources allow. This plan has the aim of boosting Scotland’s air
connectivity and economic competitiveness. Because the policy
plan is likely to have a significant environmental impact the
Scottish Government has to carry out a Strategic Environmental
Assessment: it is this which has driven the dual consultation.
According to the Scottish Government, no decisions have yet
been taken as to how to deliver the 50% reduction, including
its distribution across tax rates and bands. Indeed, the Air
Departure Tax (Scotland) Act 2017 does not contain details such
as exemptions, tax rates or tax bands, instead providing for
these to be set out in regulations.
The dual consultation focused on the environmental effects
of the policy plan and whether or not we agree with the plan
to reduce the overall tax burden by 50%. The CIOT does not
generally comment on whether or not we agree with particular
policies, and we have not offered a view on the policy plan for
an overall 50% ADT reduction.
Rather, we drew attention to two previous written
submissions we made in relation to ADT: to the Scottish
Government in June 2016 (www.tax.org.uk/ref114) and to the
Finance and Constitution Committee of the Scottish Parliament
in February 2017 (www.tax.org.uk/ref264).
We also called on the Scottish Government to take the
opportunity to outline their longer-term aspirations for ADT.
This would help provide stakeholders with greater clarity
and certainty with regards to their future liabilities and
responsibilities and enable a longer-term assessment of the
impact of the policy on future Scottish Government revenues.
We also reiterated our suggestion, made in our previous
submission of February 2017 that the Scottish Government set out
a timetable for the proposed 50% reduction in the tax burden.
The consultation responses will be used to inform decisions
on the tax bands and rates for ADT. These will be set out in
secondary legislation, which will be paid before the Scottish
Parliament in autumn 2017.
The CIOT submission can be found on the CIOT website at www.
tax.org.uk/ref326.
Joanne Walker
jwalker@litrg.org.uk

Budget representations by
the CIOT
GENERAL FEATURE OMB LARGE CORPORATE TAX

The CIOT submitted two budget representations in advance of
the Autumn 2017 Budget.
A Budget Representation is a written representation from an
interest group, individual or representative body to HM Treasury
with the aim of commenting on government policy and suggesting
new policy ideas for inclusion in the next Budget. HM Treasury
welcomes representations as part of the policy-making process.
The CIOT submitted two representations ahead of Autumn
Budget 2017; a general representation on adherence to the tax
consultation framework, and a specific representation on the tax
treatment of intangibles.

The Tax Consultation Framework

The CIOT’s representation was simple: that the government should
consult fully before making changes to the tax system, observing
closely the Tax Consultation Framework published in March 2011.
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Thorough consultation leads to better tax policy and legislation.
Inadequate consultation leads to incoherent tax policy, complex
legislation, and taxpayer confusion. It also causes problems for the
administration of the tax system by HMRC.
The government’s Tax Consultation Framework sets out five
stages to the development and implementation of tax policy:
z Stage 1 – Setting out objectives and identifying options.
z Stage 2 – Determining the best option and developing a
framework for implementation including detailed policy design.
z Stage 3 – Drafting legislation to effect the proposed change.
z Stage 4 – Implementing and monitoring the change.
z Stage 5 – Reviewing and evaluating the change.
When the early stages of the process are followed, policy is
developed in a more coherent way, and the resulting measure
is more properly focused and is more likely to translate policy
intentions into statute accurately and effectively, without
unintended consequences. The development of measures such as
partial closure notices and penalties for enablers of defeated tax
avoidance were set out to illustrate this.
Unfortunately, too many consultations begin when key
decisions have already been made, shutting off potential better
options to achieve the same goal. The implementation of
measures such as making tax digital, deduction of income tax
from savings income, implementation of the personal savings
allowance, and employee shareholder status were set out to
corroborate this.
The government should start consultations by setting out and
obtaining views on different options, or by putting out calls for
evidence to allow it to gain the widest possible understanding of
an issue.
Our full submission can be found at https://tinyurl.com/
y9a6x5zv.

The taxation of intangible assets

In relation to the taxation of intangible assets, we suggested that
the rules relating to the taxation of intangible assets should be
simplified as these are currently very complex.
The current regime for intangible fixed assets was introduced
in 2002 and gives relief for expenditure on intangible fixed
assets written off over time (amortised) to profit and loss
account, and taxes income and other credits arising from
such intangible assets. However, the regime does not apply to
pre-2002 assets so that, goodwill in respect of a business that
existed before 2002 only qualifies for relief under the capital
gains tax regime, including goodwill in those businesses created
after 2002, whereas acquired goodwill from 2002 does qualify,
resulting in a two-tier system.
The rules were further complicated by legislation in Finance
(No 2) Act 2015 which denies a deduction for goodwill and
related relevant assets acquired on or after July 2015, other
than debits or credits arising on realisation of the asset. The
result is a three-tier scheme for goodwill depending on whether
it was acquired before 2002, or relates to a business that has
been carried on since before that date, was acquired between
2002 and 2015 or after 2015.
We pointed out that this seems to be unnecessarily
complicated.
Accordingly, we suggested that consideration be given to:
zz
reinstating the deduction for acquired goodwill (and
goodwill-like assets). If the government believes that this
relief was subject to abuse, we would suggest targeted antiabuse measures are preferable to no relief at all;
zz
mandating that the tax treatment for all taxpayers should
follow the treatment required by UK accounting standard
FRS102 (generally currently used by smaller companies)
which requires amortisation of goodwill over its useful life,
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subject to the existing 4% election; and

zz
abolishing the distinction between pre-2002 and post-2002

intangibles for all future transactions. The argument for
alignment is strengthened by the complication that goodwill
generated in a business after 1 April 2002 is deemed to
be a pre-2002 asset as long as the business was carried
on at 1 April 2002 by the company or a related party; the
longer the elapse of time since this date, the more likely
it is that uncertainty will arise as to whether the business
was being carried out at that point, or whether the business
has changed so much it must be regarded as a different
business. The question of what comprises a business is also
unclear and is a potential source of dispute. This change
should, however, be subject to allowing taxpayers to elect
to continue with the existing distinction if it is important for
them to do so.

In short, this representation was echoing the
recommendations made by the OTS in their recent report
on the Simplification of the corporation tax computation in
relation to goodwill and related relevant assets (paragraphs
5.59 – 5.62). We also said that we agreed with the OTS’
recommendation that, if there are concerns about perceived
avoidance, these should be dealt with under separate, properly
targeted, anti-avoidance rules.
We included one further point in our Budget Representation,
requesting that the Chancellor considers extending to
intangible fixed assets within Part 8 CTA 2009 the exemption
from a de-grouping charge when there is a deemed disposal of
an asset held by a company upon the disposal of the company
and the corporate disposal qualifies for SSE. The general rule
is that if an asset is transferred from one group company to
another group company, this occurs on a no gain/no loss basis
for tax purposes and no charge to tax arises. However if the
transferee company leaves the group within six years of the
intra-group transfer, there is a deemed disposal and there is a
charge to tax on any gain that arises (the de-grouping charge).
In 2011 an exemption was introduced for capital assets within
the charge to corporation tax on capital gains if the share
disposal qualifies for SSE, but was not extended to intangible
fixed assets, which were subject to similar rules and a degrouping charge under the intangible fixed assets regime. We
would like to see the two regimes aligned.
Our full submission can be found at: www.tax.org.uk/ref370

OTS call for evidence: tax relief
for tangible fixed assets using
accounts depreciation
GENERAL FEATURE OMB LARGE CORPORATE TAX

The Office of Tax Simplification (OTS) has published a call for
evidence regarding whether using accounts depreciation to
provide relief for capital expenditure instead of capital allowances
would simplify the preparation of corporation tax and income tax
computations

Background to the call for evidence

In its review of the corporation tax computation (the final report
https://tinyurl.com/y8npbn5g for which was published in July 2017)
the OTS identified capital allowances as a major source of complexity,
in particular distinguishing between qualifying and non-qualifying
assets and the different writing down rates to be applied.
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Following on from this the Chancellor has asked the OTS to
undertake a review exploring the impact and challenges of replacing
capital allowances with accounts depreciation for both corporation
tax and income tax purposes.

Scope of the OTS review

The OTS will review whether using accounting depreciation to provide
relief for capital expenditure would be an affordable and practical
simplification for businesses and the Exchequer. In its simplest form,
this would remove the need to classify assets for capital allowances
purposes, with the treatment of tangible assets for tax purposes
flowing directly from that adopted in the accounts.
In its scoping document (https://tinyurl.com/ycyquorn) the OTS
outlines that this review will need to set out who the winners and
losers of such a change would be, including ways in which it could
be made revenue neutral and the practical benefits and challenges
involved.

The OTS review will:
zz
Look at tax relief for tangible assets only.
zz
Consider both incorporated and unincorporated businesses.
OTS questions

The call for evidence (https://tinyurl.com/yabnelo8) contains 16
detailed questions, though responses do not have to be constrained
to these. The areas covered by these questions include:
zz
Background information on the level of investment in fixed assets
by different businesses.
zz
The use of GAAP, including what impact different accounting
regimes may have and how depreciation policies are applied in
practice.
zz
What adjustments to accounts depreciation may be necessary.
zz
Whether the proposal would cause particular problems for income
tax returns.
zz
How to accommodate timing incentives such as the Annual
Investment Allowance (AIA).
zz
The potential impact on compliance costs and investment.
zz
Transitional issues and how to manage these.
The OTS is interested in receiving direct input from businesses as
well as from representative groups and professional bodies. They ask
for comments to be submitted by 30 November.
If you have any observations which you would prefer to feed into
the CIOT or ATT rather than responding to the OTS directly please
email atttechnical@att.org.uk or technical@ciot.org.uk as appropriate
with the subject heading OTS review of capital allowances and
depreciation by 15 November 2017.
Emma Rawson
erawson@att.org.uk

‘Patient Capital’ consultation
PERSONAL TAX

OMB INHERITANCE TAX

The CIOT responded to the Treasury consultation ‘Financing growth
in innovative firms’, part of the government’s Patient Capital
Review, considering barriers to accessing long-term investment
(patient capital) for the development of young innovative firms.
The extensive Treasury consultation ‘Financing growth in
innovative firms’ considers the lack of effective supply of patient
capital, current interventions and potential solutions. For the
purposes of the consultation, patient capital is defined as ‘long-term
investment in innovative firms led by ambitious entrepreneurs who
want to build large-scale businesses’.
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The CIOT responded to Question 12 (only) of the consultation:
What other steps could government take to make current tax reliefs
more efficient and effective, to provide the best support in line with
their policy objectives?
zz
The tax reliefs listed in the consultation were:
zz
The tax advantaged venture capital schemes (Enterprise
Investment Scheme (EIS), Seed Enterprise Investment Scheme
(SEIS) and the Venture Capital Trusts (VCT))
zz
Social Investment Tax Relief (SITR)
zz
Entrepreneurs’ Relief
zz
Investors’ Relief
zz
Business Property Relief (BPR)
Our response reiterated the points made in the joint CIOT, IFS and
IfG report ‘Better Budgets: making tax policy better’ (http://tinyurl.
com/betterbudgets) that promotes the value of post-legislative
review and evaluation of tax measures. One trigger for post-legislative
review could be ‘sunset’ clauses or mandatory re-authorisation. That
would require Parliament to make a positive decision to continue with
the reliefs providing the basis for Parliament to return to the issue
of whether the incentives are meeting their objectives, and whether
there was sufficient evidence to make that assessment.
In terms of the tax advantaged venture capital schemes, the CIOT
drew attention to the complexity (both in terms of substantive law
and the layout of the provisions) of the legislation and the resulting
difficulty for businesses and advisers in establishing the qualifying
conditions with certainty. The frequency with which the rules are
subject to relatively minor adjustments is a further reflection of that
complexity. The comparative brevity of published guidance adds
further challenges to using the reliefs. We pointed to a number of
unnecessary bear traps in the statutory conditions as illustrated
in the recent cases of X-Wind Power v CRC [2017] UKUT 290, Flix
Innovations v CRC [2016] UKUT 0301 (TCC), and Robert Ames v HMRC
[2015] UKFTT 337. We suggested that consideration might be given to
a limited form of statutory discretion exercisable by HMRC with the
essential safeguard of a right of appeal to the First-tier Tribunal, to
deal with such pitfalls.
The response noted reports of disappointing levels of take- up and
a lack of public awareness of SITR. We suggested that more is done to
raise awareness perhaps through a joint initiative between HMRC, the
charity sector and the tax profession.
We noted that there would be value in a more closely articulated
objective for Entrepreneurs’ Relief to provide greater clarity/ certainty
on the nature of entrepreneurial activity that is within its scope,
particularly in in relation to the balance between trading activity
and investments held as part of the business, and the rationale
underpinning the definition of a qualifying personal company being
at least five per cent of the ordinary share capital and voting rights.
As with EIS and SEIS there are pitfalls in the qualifying conditions for
Entrepreneurs Relief (see for example HMRC v McQuillan [2017] UKUT
344).
In respect of the relatively recent relief, Investors’ Relief, we
suggested that a post legislative review should take place soon after
the initial qualifying holding period of three years expires in 2019.
As with Entrepreneurs’ Relief, discerning Parliament’s policy
objectives in relation to BPR is less easy than it is with the tax
advantaged venture capital schemes and the more recently
introduced reliefs such as SITR and Investors’ Relief. The structure
of BPR has remained largely unchanged for twenty-five years. As
recommended by the OTS a formal evaluation should form part
of a wider review of IHT to enable the policy rationale for various
provisions to be analysed, reliefs to be reviewed and, where
necessary, either repealed, simplified or increased in line with
inflation, and a simpler system overall to be considered.
The consultation also asked for ideas for increasing effective retail
investment through the expansion of Business Investment Relief
(BIR). Our response considered some of the ideas that have been
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put forward in response to the earlier specific consultation on BIR.
We highlight that despite the amendments in the current Finance
Bill, there is a significant deterrent that remains with the current
legislative code for BIR. An extraction of value of any amount from the
target investment will potentially cause the loss of the entire relief.
We have suggested that early and serious consideration is given to
limiting the withdrawal of relief to the actual amount of any benefit
received or an overriding de minimis exclusion to take out small
amounts (a similar provision exists for the purposes of EIS).
The consultation notes that any new programmes arising from
responses to the consultation will be made at the Autumn Budget on
22 November.
Our response is at www.tax.org.uk/ref346.
Kate Willis
kwillis@ciot.org.uk

HMRC consultation:
Combatting VAT fraud on
the provision of labour in the
construction sector

Issues discussed

HMRC had received feedback from industry that it could be simpler
for those businesses obliged to account for CIS deductions, to also
apply the reverse charge for VAT purposes.
We discussed the point that deemed contractors would face an
increased burden and penalty risk in terms of costs and resource to
determine the VAT liability for mixed rate projects, and the input VAT
recovery position in partial exemption and capital goods scheme
calculations. We would like HMRC to keep the deemed contractor
outside of the anti-fraud measure.
The CIOT also raised the point that the measure may increase the
likelihood of VAT liability errors for small construction businesses
at the start of the supply chain who will be dealing with another
VAT liability as well as their usual standard, reduced and zero rated
supply work. The type of fraud being targeted by this measure is
not in this part of the supply chain but it would be small businesses
disproportionately affected by the changes.
Our feedback will be considered within the consultation process.
The implementation date for the change has not yet been decided.
Jayne Simpson
jsimpson@ciot.org.uk

The Trust Registration Service

INDIRECT TAX

INHERITANCE TAX

HMRC’s consultation, announced at Spring Budget 2017, sought
views from stakeholders on proposed policy options to prevent
supply chain fraud in supplies of labour provision within the
construction sector. The call for evidence closed on 9 June 2017 and
HMRC has been collating the feedback.
As set out in Angela Fearnside’s article in Tax Adviser in May 2017,
HMRC is experiencing organised fraud in the construction sector with
organised crime groups artificially extending the supply chains with
the intention of failing to pay VAT and making incorrect income tax
deductions.
Due to the domestic reverse charge being effective at tackling
VAT fraud in other sectors, in its recent consultation, HMRC sought
feedback on extending the measure to the construction sector.
Representatives from the CIOT met with HMRC Policy officers last
month to discuss the practical complexities of the proposed measure.
The CIOT welcomes anti-fraud measures to combat tax evasion, and
supports HMRC taking action to tackle fraud in this sector.

Due to the delayed agent access to the new Trust Registration
Service, HMRC are extending the self-assessment registration
deadline for 2016/17 for trusts.
Legislation introduced in June 2017 requires most trusts to retain a
written record of their beneficial owners. This term includes settlor(s),
trustees, beneficiaries and any person who can control the trust.
Any trust which is liable to certain taxes, including Income Tax, CGT,
SDLT, LBTT and IHT, must also report the details of their beneficial
ownership to HMRC via the Trusts Registration Service (TRS).
Following the withdrawal of form 41G in April 2017, the TRS is also
the mechanism by which trusts and complex estates who need to
register for self-assessment for 2016/17 can obtain a UTR.
HMRC will retain the data that is supplied on a Trust Register. This
can be accessed by law enforcement agencies, but not the public.
The ATT have prepared a briefing note on the TRS setting out which
trusts must report and what action trustees need to take. It can be
found on the ATT technical pages at https://www.att.org.uk/technicalarticles.
Agents will access the TRS via the new HMRC Agent Services. At the
time of writing we do not know when agents will have access to Agent
Services and hence the TRS. Hopefully agents will have access by the
time this article is published! Trustees have had access to the TRS since
July.
Given the issues over agent access, HMRC announced in August
that the deadline for any trust registering for self-assessment for
2016/17 would be extended by two months from 5 October 2017 to
5 December 2017. Both the ATT and CIOT have raised concerns with
HMRC that since agents still didn’t have access at 5 October, this extra
time has already been reduced.
For existing trusts which already have a UTR but need to comply
with the TRS reporting requirements the reporting deadline is 31
January 2018. This deadline is rapidly approaching with agents being
asked to comply with new requirements during peak self-assessment
season. Again, the ATT and CIOT have expressed their concerns to
HMRC.
Once practitioners have access to the TRS we would like to hear
how registrations are progressing. Please contact atttechnical@
att.org.uk or technical@ciot.org.uk with the heading ‘The Trusts

Who may be affected?

When implemented, the reverse charge would apply to standard and
reduced rate construction services supplied in business to business
transactions where the parties are registered for both VAT and the
Construction Industry Scheme. The VAT liability for construction
services supplied to unregistered consumers will not be affected, i.e.
the supplier will remain responsible for charging any applicable VAT.
It should be noted that when businesses not ordinarily trading in
the construction sector carry out building works of over £1million,
they must also register for CIS as ‘deemed contractors’. In principle,
this could mean that deemed contractor is responsible for
determining the VAT liability of the construction project.
Where the VAT liability of the project is simple and the deemed
contractor is able to fully recover the VAT incurred, this does not
appear to be an onerous change. However, for deemed contractors
that have a mixed liability project, who are partially exempt (e.g.
health, education, charity sectors) or both, the reverse charge
calculation could be problematic and costly as well as raising their
risks of penalties.
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Registration Service’, or feedback directly to us below, with your
experiences or to highlight any areas of concern or uncertainty.
Helen Thornley
hthornley@att.org.uk

John Stockdale
jstockdale@ciot.org.uk

HMRC complaints
MANAGEMENT OF TAXES

How HMRC plan to improve the complaints system

After the publication of the Adjudicator’s report this summer (https://
tinyurl.com/ybbgv2tb) showing that the percentage of complaints
upheld against HMRC has fallen significantly from 73% in 2015/16 to
41% in 2016/17, you could be forgiven for thinking that HMRC might
rest on its laurels. Not so. At the end of August they held a workshop
with voluntary sector representatives both to pass on information
about changes within HMRC, but more importantly to gain feedback
as to what they might do better and how they might learn better from
complaints.

HMRC structure and procedures

A complaints team in Tier 2, separate from Tier 1, now handles
complaints cases that cannot be resolved at Tier 1. These can be
cases that arrive in the post, on the phone or via a complaints i-form
(https://tinyurl.com/zhwnz7q). The team are well aware that searching
on GOV.UK may not make it easy to identify how to make a complaint
and are negotiating to try to have that customer journey made
clearer. In the meantime staff, and the voice recognition service, are
being encouraged to recognise complaints, even when the taxpayer
does not actually use the word ‘complain’.
HMRC are going to be analysing data to find out which groups
are most and least likely to complain – and, in particular, why some
people fail to complain when they may have a valid case. While a
complaint on an i-form may remove the anxiety over having to speak
to the organisation about which you are complaining, a significant

number of people do not have access to the i-form as this must be
accessed through a Personal Tax Account.
As well as dealing with complaints, HMRC know that stopping
complaints arising in the first place would represent a huge ‘win’
for the department – and are embarking on training for both new
and established staff, both technical training but also personal skills
training since some complaints are not about the technical outcome,
but instead about how they were treated.

Interaction with the Adjudicator

Taxpayers can only escalate their complaint to the Adjudicator once
it has already been dealt with by Tier 1 and Tier 2 at HMRC. It is
disappointing to note that a disproportionate number of complaints
that reached the Adjudicator in the last year are from disabled people.
The Adjudicator is completely independent of HMRC and requests
information from both parties to the complaint before making a
decision. HMRC are advised of the decision and then take steps to
implement it. Last year the Adjudicator spent some time reviewing
cases with HMRC to ensure that any themes were used for learning
purposes.

How best to complain

It was agreed it would be helpful to have top tips for complaining
easily available. These included quoting an NI number; stating
clearly what the complaint is about; referring to previous
conversations and/or advice given, quoting times of calls and dates
of letters. The i-form ensures that this information is captured
and it was suggested that HMRC might make an i-form available
for download and completion to make things easier for the
complainant.
A complaint may be upheld in whole or in part, leading to a
change in tax liability – or where the complaint is more about how
the case was handled, the taxpayer may be offered some financial
compensation for the number of times they have had to contact
HMRC, for example.
Gillian Wrigley
gwrigley@litrg.org.uk

Recent submissions

Further information

Date sent

CIOT

Air Departure Tax: Consultations on an overall 50% reduction policy plan and an
Environmental Report

www.tax.org.uk/ref326

13/09/2017

Disincorporation relief: what of the future?

www.tax.org.uk/ref345

13/09/2017

BEPS Action 7 Additional Guidance on Attribution of Profits to Permanent
Establishments
Budget representation: Consultation on tax measures

www.tax.org.uk/ref331

15/09/2017

www.tax.org.uk/ref356

22/09/2017

Budget representation: Simplifying the rules relating to the taxation of intangible assets www.tax.org.uk/ref370

22/09/2017

Financing growth in innovative firms

www.tax.org.uk/ref346

22/09/2017

Comments sent to the Department of Exiting the European Union and HMRC on the
European Union (Withdrawal) Bill
House of Lords Constitution Committee on their Inquiry into the European Union
(Withdrawal) Bill
OECD Request for Input on Work regarding the Tax Challenges of the Digitalised
Economy

www.tax.org.uk/ref349

10/10/2017

www.tax.org.uk/ref375

12/10/2017

www.tax.org.uk/ref371

13/10/2017

www.att.org.uk/ref259

15/09/2017

www.litrg.org.uk/ref278

10/10/2017

ATT

Disincorporation relief: what of the future?
LITRG

Informing Labour Market Enforcement Strategy
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CIOT

Joint conference between Nederlandse Ordre van
Belasting Adviseurs (NOB) and CIOT European
Branch in Amsterdam: 25 September 2017
EVENT

Mary Fraser
CTA reports
on the joint
conference
between
Nederlandse
Ordre van Belasting Adviseurs
(NOB) and CIOT European
Branch, which was held in
Amsterdam on 25 September
2017
The event was very wellattended by members of both
bodies, with an impressive lineup of speakers.
Anne Fairpo, Chair of
the European Branch and
past President of the CIOT
welcomed us all and introduced
the first speaker, Barry Larking.
Barry got us off to a flying start
with his presentation on the
MLI (multilateral instrument),
outlining its objective and
scope and the way HMRC has
implemented BEPS Actions
on hybrids, treaty abuse,
PE avoidance and dispute
resolution. He specialises in
clear communication of the

tax legislation, by website,
technical reports or in a
corporate briefing. He also
teaches tax for the IBFD’s
International Tax Academy.
Barry’s counterpart was Sjoerd
Douma, who gave his summary
of Dutch case law on the abuse
of tax treaties, the impact of
EU law on the abuse of tax
treaties, the principle of Union
loyalty and aspects of State
Aid, the Parent-Subsidiary
Directive, ATAD, the EU Free
movement law and Brexit.
Sjoerd is a partner at Lubbers,
Boer & Douma, Professor of
International law at Leiden
University and a Deputy Judge
in the Court of Appeals. The
session was moderated by Aart
Nolten, president of the NOB
commission for international
tax affairs and partner at
Deloitte Belastingadviseurs BV,
challenging and elucidating the
assertions of both speakers. He
pointed out that the preamble
to the treaties has been altered
and that there was a tension
between the existing treaties
and the MLI.

The next session addressed
Transfer Pricing: recent trends in
the UK and in the Netherlands,
dealing with developments
such as a more economic
approach, in the Netherlands,
delivered by Hans van Egdom,
who is the senior transfer
pricing expert at the Netherland
Ministry of Finance. He is a
delegate and co-chair of the
OECD WP6 meetings. Hans
stressed the need for a more
economic approach: what is
the real action in business, the
valuation of intangibles, is cost
plus acceptable and what is the
actual conduct. He mentioned
the ongoing work such as
guidelines and the increasing
use of Mutual Agreement
Procedures. His UK counterpart
was Peter Steeds of KPMG who,
like Hans is a member of the
OECD WP6 working party. He
has worked on BEPS since its
inception. He pointed out that
BEPS is only the start; EU and
unilateral actions have created
more impact than BEPS itself!
The impact has been the drive
to greater transparency, more

audits and diverted profits
tax, increased MAPs and
APAs. However, the reform of
international tax has shown
there is a clear rise in instances
of double taxation.
The final sessions were
delivered by Gijs Fibbs of
Baker Tilly Berk and associate
professor of the Erasmus
University of Rotterdam, Bart
le Blanc and Andrew Roycroft,
both of Norton Rose Fulbright.
Together, all three dealt with
the implementation of ATAD,
the GAAR, Controlled Foreign
Companies legislation, limiter
interest deduction and antiavoidance rules.
It was a very successful
meeting, with much discussion
afterwards at the cocktail
reception afterwards. It
remains to thank our hosts
the IBFD, who not only made
their premises available,
but invited us to view their
extensive library. Our thanks
also the organisers, Simone
Peters and Yvette Christoffel in
the Netherlands and our own
Christine Barwell.

CIOT/ATT

Bristol Branch
New Tax Professionals’
event
BRANCHES

The CIOT Bristol Branch hosted their annual New Tax
Professional event to celebrate and welcome new members
who had been successful in their recent exams. The event was
held on the evening of 14 September at the Bristol Hotel du
Vin venue and was jointly hosted by Zena Hanks, Chair of the
Bristol CIOT/ATT committee and Nathan Rollings, Chair of the
Bristol STEP committee as well as fellow CIOT/ATT and STEP
committee members.
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CIOT/ATT

Taking Digital Tax
around Scotland
EVENT

Philip McNeill, Head of
Taxation for ICAS, reports on
MTD roadshows.
The Institute of Chartered
Accountants of Scotland
(ICAS) invited the ATT, CIOT
and QuickBooks to join them
to go on a digital tax tour
round Scotland this autumn.
With eight Scottish locations
– plus London, where ICAS
have significant membership
– the tour saw more than 500
delegates introduced to the
challenge of change.
The format of five short
presentations from four
speakers provided unique
insight from a variety
of angles: tax, practice
management, business
and digital transformation.
HMRC’s digital tax agenda sits
alongside the re-organisation
of tax offices – condensed
into 13 new hubs. These
changes necessitate a
completely different way of
working between HMRC, tax
agents and taxpayers.

Digital by default replaces
face to face; agent selfserve becomes possible and
the integration of business
records with tax submissions
to reduce the journey
from source document
to tax submission, means
new ways of working with
clients. The challenge and
risks are significant. The
growing pains of bringing
in a new revolutionary way
of working should not be
underestimated, but the
direction and inevitability
of change cannot be sidestepped.
Charlotte Barbour and
Philip McNeill from ICAS
brought an update on MTD for
VAT and MTD for individuals.
An old raft of problems will
disappear, but new ways of
working will bring different
bottlenecks and challenges for
practitioners and their clients.
With draft legislation in place,
the timescale is short. Can
HMRC deliver a ‘want to use’
service accessible to all on
terms the taxpayer wants?

CIOT/ATT

Christmas
carol service
EVENT

The CIOT and ATT will hold its
traditional Christmas Carol Service for
Members at St Peter’s Church, Eaton
Square, London on Wednesday 13
December 2017.
A small reception with mulled wine
and mince pies will be held after the
service and will conclude the evening.
The CIOT and ATT hopes that many
of its members will join in with the
celebrations for the festive season and
looks forward to seeing you there.
Online registrations can be made
at: www.tax.org.uk/carolservice2017
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David Kaye (Quickbooks), Jeremy Clarke (ICAS),
Phillip McNeill (ICAS) and Helen Thornley (ATT)

From Simple Assessment
and dynamic coding, to the
seamless transfer of VAT
data to HMRC, the impact
on workflow and the need to
inform and advise clients on
how to adapt, has never been
greater.
For the ATT and CIOT,
Helen Thornley, Richard Wild
and Margaret Curran took
turns to deliver the MTD for
Business section. Despite
the not-before-April-2020
starting date, this is not one
to be left on the back burner.
Tax practitioners need to take
the lead, and help manage
change. They are best
placed to bring taxpayers on
board and suggest practical
solutions to HMRC.
Stepping back from tax,
Jeremy Clarke from ICAS
Practice Support asked ‘what
does all this mean for your
practice?’ The accountancy
practice of the future is going
to be different. Where do you
want to be?
Digital change means
some traditional accountancy
roles will disappear.
Compliance work and
accounts production will
become more automated.
You may need fewer staff
with different skills. What is
your practice going to offer?

Do you need to move into the
book keeping arena and offer
cloud accounting solutions
for clients who are unable,
or unwilling to go digital?
How will you expand your
advisory work? Do you need
to restructure?
Taking the digital
theme one step further,
Mark McNee, David Kaye,
and Philippa Hume from
QuickBooks reflected
on the impact of digital
transformation. Cloud
technology is changing the
way we do business. Client
loyalty is rapidly declining.
Business location is becoming
less relevant. There are new
digital ways of building trust
and attracting clients.
HMRC’s vision of a
world where taxpayers use
smartphones to capture
invoice details which are
digitally converted by smart
software into tax submissions
may produce a wry smile from
seasoned practitioners, but
it is up to us as a profession
to implement workable
solutions for our clients which
match HMRC’s aspirations for
a digital world. At the same
time we need to meet clients’
expectations of an efficient,
cost effective, tax advisory
service from the profession.
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CIOT

Left to right: John Preston (CIOT, chair), Paul Johnson
(IFS), Damian Hinds MP, Claire Hooper (CIOT/EY)

Left to right: Helen Miller (IFS), Kate Bell (TUC), Vanessa
Houlder (Financial Times, chair), Peter Dowd MP

Left to right: Jamie Hepburn MSP, Tom Pope (IFS),
Moira Kelly (CIOT, chair), Anne Fairpo (CIOT)

CIOT/IFS Conference Debates: The changing world
of work – how should government respond to the
growth of self-employment and the gig economy?
EVENT

The gig economy has so far
proved hard to define, hard to
measure and hard to decipher
but it is a topic that politicians
are prepared to take a view on.
Approximately 1.3 million
people are engaged in ‘gig
economy’ work and the figure
is growing all the time. The
CIOT was fortunate to hear
the thoughts of Employment
Minister Damian Hinds,
Shadow Chief Secretary to the
Treasury Peter Dowd and Jamie
Hepburn MSP, the Minister for
Employability and Training at
the Scottish Government, at our
fringe events, jointly held with
the Institute for Fiscal Studies
(IFS), at the Conservative, Labour
and SNP party conferences this
autumn.
At the Labour conference
in Brighton Peter Dowd said
the fringe event addressed
‘one of the main challenges of
our time’. However both he
and Damian Hinds – speaking
at the Conservative event in
Manchester – suggested that
the ‘gig economy’, and some of
its challenges, are nothing new.
Hinds pointed to franchises and
commission-only roles that have
existed before and said most
people in the ‘gig economy’
have another job. Dowd said
that too often we assume that
the practices of new companies
are innovative because they
are digital, but short-term,
fragmented work with low levels
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of health and safety and workers’
rights are nothing new – ‘we
have seen this before’ especially
pre-World War One, he argued.
Dowd and Hinds gave
contrasting views when they
appeared at the debates
held at their respective party
conferences. Hinds said that
self-employment is a ‘choice’
made by people and it opens
up the labour market to new
people. The growth in people
working for themselves is ‘part
of our success story’. But while
the Conservatives praise the ‘gig
economy’ for proving flexibility
in the Labour market, Labour
is primarily concerned about
people being ‘driven’ into ‘low
quality jobs’. In his speech,
Hinds did say the Government
needs to think about rights and
responsibilities and ‘we need
to make sure there are proper
protections and proper help in
place and I believe that is what
the Government is doing’.
Where they both agreed was
the need to look beyond the
fiscal impact of the shift to selfemployment and go for a holistic
approach to securing revenue
and rights.
A systematic method is
needed to address the growth
in self-employment and gig
economy work, rather than just
focusing on differential rates of
national insurance contributions
(NICs), said Dowd. He claimed
that the Government’s March
2017 NICs announcement was
not a serious attempt to tackle
this issue. He argued that there

is too much ambiguity in status
and rights of individuals across
employment statuses. Hinds
said: ‘Of course there are fiscal
issues, but it is not all about that,
it is also about ways people want
to work and technology.’
At the SNP event, Jamie
Hepburn said that it was in
Scotland’s interests to see the
tax base increase, but that
without full devolution of tax
powers, the government would
be constrained in its actions. The
UK Government – he suggested
– had not demonstrated a
willingness to reform the tax
base in response to the growth
of the gig economy. The minister
said that zero-hours contracts
were less prevalent in Scotland
than they were in the rest of the
UK and that some employees
– such as supply teachers –
benefitted from their flexibility.
Each debate was opened
by an IFS speaker, who set the
scene. At the Conservative event
Paul Johnson, IFS Director, told
how someone earning £40,000
a year would contribute about
£4,000 less to the Exchequer by
working self-employed rather
than as an employee. He said
that the growth in incorporation
will cost the Treasury £4.5 billion
by 2021/22. The government’s
policy goal of having different
NICs between the employed and
the self-employed is not clear, he
added. He felt that the difference
in risks associated with someone
running their own business did
not in itself justify different tax
treatment. Johnson argued for

aligning marginal rates of NICs
as long as it does not distort
investment in businesses. IFS
Head of Tax Helen Miller made
similar points opening the Labour
event. Both Miller and Johnson
pointed out that employee rights
are a transfer from employers
to their employees and not a
benefit given to employees by
the Government. At SNP, Tom
Pope, Research Economist at
IFS, said the UK Government’s
attempt to close the gap by
increasing Class 4 NICs would
have achieved very little. He
suggested that while it may have
been a well-meaning attempt
to close the gap, it would have
merely ‘scratched the surface’.
CIOT was represented by
three speakers during the
conference season: Tax Policy
Director John Cullinane was a
panellist at the Labour event;
Claire Hooper, chair of the
Institute’s corporate taxes
sub-committee, a panellist at
the Conservative debate; and
Anne Fairpo, Chair of the Low
Incomes Tax Reform Group, who
spoke at the SNP conference in
Glasgow. CIOT President John
Preston chaired the Conservative
session, the SNP debate was
chaired by Moira Kelly, chair of
the CIOT’s Scottish Technical
Committee, and tax reporter
Vanessa Houlder chaired the
Labour event. Also on the panel
at Labour was the TUC’s Kate Bell
who said there is a ‘reasonably
strong’ correlation between
lower productivity growth and
higher incidences of ‘insecure
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employment’.
John Cullinane gave a
presentation which showed how
employers have an incentive to
save on NICs by taking people
off the payroll and into selfemployment. If it were not for
Brexit, this would probably be
top of HMRC’s agenda given
the risk to the tax take of the
movement to self-employment,
he said. He spoke about two
potential options for the
Government: level the playing
field by deeming everything
to be employment or keep
different taxes/contributions
and balance up the rates.
Claire Hooper talked
about how the tax system
currently seeks to incentivise

entrepreneurship. She said that
if there are to be changes, it is
important this is done in a way
which works in practice with
high degrees of compliance,
but low burden on businesses
and individuals. In this regard
she talked about the challenges
currently seen with IR35 and
discussed a number of different
options for change and their
advantages and disadvantages.
Anne Fairpo spoke of a
system that disincentivised
‘on-payroll’ employment. She
said that the CIOT believed
that there needs to be public
debate and scrutiny in order
to achieve consensus on the
best way forward. She suggest
that the time had come for

‘blue-sky thinking’ and outlined
a range of alternatives to the
current situation.
Away from selfemployment, Dowd also
offered support for the CIOT/
IFS/Institute for Government
Better Budgets report,
specifically on the need for
evidence sessions during the
passage of the Finance Bill
through Parliament and the
need for more time in general
for greater scrutiny of Finance
Bills. He said tax reliefs are
not reviewed enough by the
Treasury.
Question and answer
sessions during each event
ranged widely, Cullinane
opined at the Labour event

that the VAT threshold of
£83,000 is quite high compared
to other countries, which
limits who pays taxes. The
panels at the Labour and
Conservative events were
asked by audiences to discuss
how NICs could be brought
closer together. Other topics
raised included the role of
cryptocurrencies such as
bitcoin and the potential for
land value taxation. We also
learned that the IFS is working
on a report on low income
work for the government.
Detailed reviews of each
event and audio recordings
of them can be found on our
website: https://www.tax.org.
uk/media-centre/blog

ATT

Graham Batt y presented a certificate of appreciation
to Stephen Taylor

Graham Batt y (left) presented the Council Award to
Simon Groom

Graham Batt y presented a certificate of appreciation
to Helen Brookson

ATT President’s Luncheon:
28 September 2017
EVENT

ATT President, Graham Batty,
welcomed many distinguished
guests, including Members
of Parliament, key figures
from HMRC and senior
representatives from other
professional bodies as well as
leading individuals from the
tax profession to the Annual
Lunch which was held at
Merchant Taylors’ Hall, in the
City of London.
During the luncheon
a number of award
presentations were made.
zz
The 2017 ATT Council Award
was given to Simon Groom
in recognition of his many
years of service on ATT
Council and his involvement

in many aspects of student
training.
Two Certificates of
Appreciation awards were also
made for 2017 to recognise the
significant contribution made
by members to the work of the
Association.
zz
Helen Brookson: in
recognition of her
service to Branches and
Business Development
Steering Group which was
invaluable.
zz
Stephen Taylor: in
recognition of his service
to the South West England
Branch and Technical
Steering Group. He is also
the ATT’s representative on
the Joint VAT Consultative
Committee.
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ADIT Academic Board member Luís Eduardo
Schoueri
with Jim
Robertson
Clarke Luncheon
Graham
Battmeets
y welcomed
guests
to theand
ATTRory
President’s
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BTG

News from Bridge
the Gap
TAX CHARITIES

Alison Lovejoy reports on the
operations of the two tax
charities.
Have you ever had to justify
your existence for working in
tax to a cynical person at the
pub or a party who thinks you
just reduce the tax paid by those
who can afford you? HMRC
and the tax profession are two
ends of a spectrum. The tax
professional, and the CIOT and
ATT as the primary institutes
representing the profession,
keep the country going just like
the police or fire brigade. Tax
professionals help those who can
pay, but what happens to those
who can’t? The existence of our
two tax charities, and how you
can become involved with them,
gives you the answer.
Readers will be aware of
some of the superb work done
by these charities from previous

articles – for example, see
Julie Cameron’s article, ‘I never
thought it would come to this’,
in the July issue of Tax Adviser.
This series of articles will explain
more about how the charities
work, where our funding comes
from, how our money is spent
and how you can help the Bridge
the Gap Campaign. I have a
special interest in Bridge the Gap
as I am a Trustee of TaxHelp.
TaxAid was founded in 1992
by David Brodie who realised
that there was nowhere for
increasing numbers of lowincome self-employed people
to go for help when they got
into difficulties with HMRC.
The problems were just too
complex for the general
advice centres. In 1998 John
Andrews set up the CIOT’S Low
Incomes Tax Reform Group
(LITRG) to give a voice to the
unrepresented tax-payer and
its first report identified the

The new offices for TaxAid

particular tax difficulties facing
old people. Tax Help for Older
People was set up in 2001 as a
direct result of this and helps
the elderly on low incomes.
In 2015, the two charities
came together to launch the
Bridge the Gap campaign to
raise money for both charities
and subsequently Gary Millner
was appointed Joint CEO of
both TaxAid and Tax Help.
The senior team now work
across both charities, tapping
into the strengths of both
charities. Valerie Boggs has
been appointed the Advice
Director for both.
After 15 years at Union
Street in Southwark,

TaxAid has moved to
new accommodation in
Kennington. The new offices
are modern and accessible to
all. Tax Help for Older People
is located in Bridport in the
beautiful county of Dorset.
All are very welcome to visit
either of the offices and listen
in on the helpline. To arrange
this contact gary.millner@
taxvol.org.uk.
If you would like to learn
more of them and support
their work, or introduce
friends and colleagues to their
work, please contact Gary
Millner. They urgently need
more support and would be
delighted to hear from you.

Members’
Support Service
• The Members’ S upport S ervice aims to help those with work-related
personal problems
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T o be put in touc h with a member of the
S upport S ervic e please telephone 084 5 7 4 4 6 6 11
and q uote ‘ M embers’ S upport S ervic e’
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Branch events

NOV–DEC 2017

Where do you get your CPD?

Does your firm provide your CPD needs? Have you tried a local Branch event before? Would you like the
opportunity to meet with CTAs, ATTs and other professionals in your local network? Why not go along to
a local Branch event. Below we have listed branch events taking place up to 15 December 2017. However,
please visit your local branch website as there may be some events which have been planned since this list
was sent to print.

Please note that advance
booking is essential for all
Branch events.

Aberdeen

Monday 4 December
Corporation tax
Martin Bell
12.30-13.45

Birmingham & W Midlands

Hampshire

Thursday 23 November
Budget & AGM
Ken Voller and David Tipple
18.30-20.00

Harrow & North London
Thursday 30 November
Corporation tax update
18.45-20.15

Wednesday 22 November
Current tax strategies for
owner managers
Peter Rayney
16.00-18.15

Thursday 7 December
Corporate reconstructions
and purchase of own shares
Nigel Popplewell
18.45-20.15

Tuesday 12 December
Making Tax Digital
Julia Wedgewood
16.00-18.15

Leeds

Bristol

Thursday 16 November
Time and stress
management
John Trimbos
17.00-20.00

Commerce and Industry

Wednesday 6 December
Autumn Budget and recent
changes
Bill Dodwell
18.00-19.30

Monday 4 December
VAT back to basics
Emma Custance Baker
18.00-19.15
Monday 20 November
Tax Reporting
16.45-19.00

Cumbria & SW Scotland

Thursday 23 November
Acting for high net worth
individuals (joint with STEP)
Robert Jamieson
13.30-17.00

London

Monday 20 November
Indirect taxes meeting
18.00-19.00

Somerset & Dorset

Manchester

South London & Surrey

European

North East England

Glasgow

Northern Ireland

Tuesday 5 December
Professional conduct/
Institute updates
12.30-13.30

Chris Humphreys
18.15-19.45

Monday 27 November
International tax meeting
18.00-19.00

Tuesday 28 November
Personal tax update
(followed by AGM)
Chris Holmes
18.00-20.00
Friday 17 November
21st Cross Atlantic and
European Tax Symposium
09.00-17.30

Wednesday 6 December
Taxation of the gig
Economy

Thursday 30 November
Autumn Budget 2017
update
Brian Ogilvie
16.30-19.30

Monday 20 November
Non-dom tax changes,
statutory residence test,
CGT and ATED
Peter Vaines
09.00-17.30

Essex

Sheffield

Thursday 30 November
Owner Managed Businesses
Paul Howard
17.30-19.30
Tuesday 6 December
Personal tax opportunities
Brian Ogilvie
17.15-19.15

www.taxadvisermagazine.com | November 2017

Monday 4 December
Budget
Guildford
Mark Baycroft
18.30-20.00

Wednesday 13 December
Budget
Croydon
Mark Baycroft
18.30-20.00

Suffolk

Tuesday 21 November
Domicile and
residence update
John Barnett
14.00-17.00

Friday 15 December
Finance Bill
Michael Steed
14.00-17.00

Sussex

Thursday 23 November
Tax investigation update
Mike Down
18.30-20.00

Thames Valley

Wednesday 22 November
Pensions and tax planning
Bob Trunchion
Reading
13.30-17.30
Monday 27 November
VAT and tax simplification
Ruth Corkin
Oxford
18.30-20.00
Saturday 2 December
Budget Conference
Robert Maas
Windsor
09.30-12.30
Wednesday 6 December
Inheritance tax update
James Greig
Reading
18.30-20.00
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Recruitment

To place an advertisement contact:
advertisingsales@lexisnexis.co.uk
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CORPORATE TAX MANAGER
PROVIDE SPECIALIST ADVICE
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Cardiff, up to £45,000 + benefits
With three offices in the region, this well-known independent practice deals with both corporate
and personal tax for a wide range of clients across South Wales, from sole traders to high profile
global brands.
Reporting to the Tax Director you will support the delivery of the tax advisory services driven by the
client’s core business objectives. The role includes a large amount of client exposure, with your own
portfolio of clients, and delegation and workload management of a team of juniors and semi-seniors.
With the team experiencing strong growth over the last three years, there is genuine opportunity for
progression to senior manager.

P
L
£

As an ACA/ACCA/CTA/ATT qualified accountant, you will have a depth of practice experience that
matches the level of this role. You could either come from a pure tax background or general practice
but you must be able to demonstrate both compliance and advisory experience in corporate tax.
Ref: 2947135
For further details contact Peter Gillet on 01792 642042 or email peter.gillet@hays.com

hays.co.uk/taxation

TX-21332 Tax Adviser - 03-11-2017.indd 1

24/10/2017 17:04
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UPPER TRIBUNAL (TAX AND CHANCERY CHAMBER)
RECRUITMENT
The Judicial Appointments Commission will soon be launching a selection exercise to select four new judges for
the Upper Tribunal (Tax and Chancery Chamber). The exercise will be seeking two full-time, salaried posts to be
based in London and two fee-paid posts, primarily to hear cases in Edinburgh.
The work undertaken by the Upper Tribunal (TCC) is intellectually challenging, and those who have made the
transition from practice to the judiciary find the judicial role a rewarding and enjoyable one. The posts are suitable
for those with significant tax experience, accustomed to dealing with complex tax issues in the field of direct tax
or indirect tax, or both.
Candidates will not be expected to start out with expertise across the whole range of tax work, but once they are
appointed, all judges must be prepared to hear cases relating to any tax or duty matter. The selection exercise is
not limited to those who already sit as judges, so this could be a good first step for someone considering a longer
term judicial career. Flexible working arrangements will be considered, and the Chamber is very open to job share
possibilities.
Further information on about vacancies and the eligibility criteria will be posted on the website of the Judicial
Appointments Commission (JAC) jac.judiciary.gov.uk when the selection exercises are launched.
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Personal Tax Director / Partner
Bristol
£Excellent + Route to Equity

Senior Manager – Short Route to Partner
London
£80,000 – £90,000 + Bens

A rare opportunity to develop one’s career in the Bristol
office of a high-profile accountancy firm. Their Private
Client Tax team undertakes HNW entrepreneurial
new-money advisory work and is thriving in the current
climate. They have growth plans and now seek an
additional Partner, or Director who can progress to
Partnership in the short-term. Ref 4434

This award-winning firm is undertaking Partner succession
planning and is keen to appoint a Personal Tax Senior
Manager who can progress to Partnership within 2–3
years. The individual will undertake a broad range of
entrepreneurial private client work, including non dom
planning, shareholder planning and trusts advice. A super
opportunity to make Partner with a respected firm. Ref 4580

Private Client Tax Manager
London
£60,000 – £70,000 + Bens

Trust Manager / Senior Manager
London
£50,000 – £70,000

Join one of London’s most respected Private Client
teams at an exciting time in its growth. Our client is
an accountancy firm with HNWIs at its core. They
undertake an impressive range of UK and international
personal tax work for new-money entrepreneurs and
their families. Scope exists to progress quickly to Senior
Manager. Four-day week considered. Ref 4568

Two of our longstanding accountancy firm clients
are currently growing their Trust teams. One seeks
a Manager to undertake onshore and offshore trust
accounting and tax work. The other seeks a Manager or
Senior Manager to oversee a largely domestic portfolio
of trusts. Both roles require demonstrable trust accounts
and return prep/review experience and STEP. Ref 600

Personal Tax Manager
Swindon
£Excellent + Bens

Flexi-working Tax Advisor
Esher
£Excellent + work from home

Advising entrepreneurs, business owners, landed wealth
and HNW families, our client has built a reputation as
one of the region’s leading players in the Private Client
Tax field. Demand for their expertise continues to grow
and they now seek a CTA Manager to handle a broad
range of personal tax advisory and compliance work.
Genuine SM prospects. Ref 4550

Our client is a specialist tax consultancy with a strong
reputation in the international HNW field. They
are growing and keen to appoint an additional Tax
Senior or Assistant Manager with clear experience in
the UK res non dom field. This is a paperless office,
offering flexible hours and scope to work from home
one day a week. Ref 4587

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

www.howellsconsulting.co.uk

Tax Investigations Accountant
London – To £50,000

In-House Tax Assistant Manager
Leeds – To £45,000 + benefits

Well respected Law Firm seeks an ACA/ACCA/CTA qualified
tax specialist to assist the partner in tax investigations work.
This role includes drafting and completing disclosure reports,
undertaking detailed tax analysis, analysing tax planning and
business structures to identify risk and assisting with detailed
tax forensic work. You should have a minimum of 3 years’
taxation experience ideally including tax investigations work.
You must also be able to work well under pressure.
Call Alison Ref: 2515

Fantastic first move in-house. Our client seeks a qualified
tax professional with a background in UK corporate tax
to move in to an all round in-house position dealing with
corporate tax, VAT and PAYE. Working to a Head of Tax,
you will gain exposure to a wide range of compliance,
tax reporting, transfer pricing and advisory work. Full
or part time candidates considered. This is a classic tax
accountant role.
Call Alison Ref: 2519

Expatriate Tax Assistant Manager
Manchester or Leeds – To £38,000 + benefits

Indirect Tax Assistant Manager
Leeds – To £38,000 + benefits

My client is looking for a CTA/ACA qualified expatriate tax
professional with experience of dealing with UK expatriate
taxation, including attending tax briefings and undertaking
compliance and advisory work. This role will involve building
and maintaining client relationships, reviewing tax returns,
the preparation and review of Income Tax/NIC calculations,
conducting arrival/departure meetings, the preparation of
written advisory work in relation to global mobility issues and
business development and man management responsibilities.
Call Alison Ref: 2503

This growing indirect tax team is looking for an ACA/
CTA qualified assistant manager to undertake indirect
tax compliance and advisory work on a portfolio of
clients. You will be expected to take responsibility for
your portfolio which will include OMBs, large corporates
and international groups. The work is therefore varied
and covers a broad spectrum of technical issues. This is
a friendly, close knit team that will support you in your
professional development.
Call Alison Ref: 2516

Corporate Tax Senior
Leeds – To £39,000 + benefits

Private Client Assistant Manager
Manchester – To £38,000 + benefits

Are you a recently qualified ACA/ACCA/CTA looking to
specialise in corporate tax? Working in a small team, you
will undertake a range of compliance work and assist with
advisory projects. The relationships that this firm has with
its clients are really quite unique. You will work closely with
in-house tax and finance teams and will at times feel like
part of the in-house tax team. This is a friendly team who
promote a professional but relaxed working environment.
Call Alison Ref: 2528

Fantastic opportunity to join a growing team in Manchester
city centre. This highly regarded firm is looking for a newly
qualified ACA/CTA private client tax specialist to undertake
a range of compliance and advisory work for HNW
individuals, non domiciled clients, company directors and
sole traders. Given that you will be joining the team at an
early stage in their growth, the firm is happy to be led by the
candidate in tailoring your ideal job description.
Call Alison Re: 2525

Indirect Tax Manager – In-house
Manchester – £excellent + benefits

Senior Tax Director/Senior Manager
Manchester – £65,000 to £100,000 + benefits

Great in-house opportunity for a VAT specialist to join
in-house tax team in Central Manchester. As a manager
running indirect tax, you will be responsible for compliance
including VAT returns and registrations, and you will also
be involved in project work such as organising the partial
exemption method. Alongside this, you will be the key
contact for all indirect tax issues with HMRC. This role
would suit a manager from practice or someone currently
working in-house. Full time, 4 day week or some form of
flexible working arrangement considered.
Call Georgiana Ref: 2532

Key role in a large independent firm that helps the
entrepreneurial SME business owner to achieve their ambitions.
It seeks a qualified Tax professional with a thorough
understanding of OMB issues to join its Manchester office.
It may be that you are currently a senior manager looking to
take on more responsibility working as part of the management
team to grow the service to clients both in an advisory and
compliance service. You will need both sound technical skills
and the ability to get involved in business development. A
great opportunity to join one of the UK’s fastest growing firms.
Call Georgiana Ref:2535

Tax Manager – In-house full or part time
Stoke on Trent – £45,000 to £60,000

VAT Manager – In-house
Bradford – £45,000 to £55,000 + benefits

New role for an all round tax specialist to join a growing group
and manage their tax affairs. Working to the CFO, you will
oversee tax compliance and accounting for both corporate tax
and VAT. Alongside this, you will be actively involved in the day
to day running of tax, including SAO submissions, overseeing
transfer pricing, managing the relationship with HMRC.
For the right individual there is scope to also get involved in
treasury work. Full or part time applicants considered. Ideally
you will have a relevant professional qualification.
Call Georgiana Ref: 2533

Our client is the UK arm of an international business, and
this role is based in Bradford. The successful candidate will be
responsible for the ongoing management of the submission of
VAT returns, VAT compliance and reporting. Alongside this, you
will also undertake project work and oversee the work of the VAT
accountant. Your main responsibilities will include reviewing
current processes to identify and address VAT touchpoints,
advising the business on the VAT position in respect of new
products, building and driving VAT strategy, liaison with HMRC.
Call Georgiana Ref: 2508

Private Client Manager
Harrogate – £excellent
A great opportunity for a CTA qualified personal tax
specialist to join a fast growing accountancy firm which
happens to be based in one of the most beautiful towns in
the UK (and voted happiest place to live in the UK for 3
years running). In this role, you will advise a wide range of
HNW individuals, entrepreneurs, families and their trusts.
There is plenty of scope for promotion and a good mix of
compliance and advisory work.
Call Georgiana Ref: 2440

Group Tax Accountant – In-house
Scotland (Dumfries & Galloway)
£35,000 to £45,000 + benefits
Group Tax Accountant sought by in-house tax function. A
great opportunity for a full or part qualified accountant or
tax advisor to join a well-known group. In this role, you will
deal with both corporate tax and VAT, and will assist the
Group Tax Manager with advisory work. Our client is happy
to consider candidates from either a direct or indirect tax
background, who has a minimum of 3 years’ practical UK
tax experience gained in either practice or industry.
Call Georgiana Ref: 2486

Why wa for e New Year?

w
the Nens that
in
r
o
le? Noawsked questio
o
r
w
e
n
y
k for oast frequentl
o
lo
o
t
also;
time e of the m
e
r
t
e
s
h
e
b
e
som
s the
nds trubest time is
a
t
s
,
W hen?i” These areat this time.
r
a
e
e
e
f the pyportunity, tthtime to takings in
Year nd to hear
o
t
s
o
we te
new oor the perfecLike most th
e, for m
s
a
n
r
o
o
p
f
s
ral re to looking t. Waiting fste of time.
e
n
e
g
My it comes he p resen lly a wa
now, as
h
a
t
n
c
u
r
e
s
s
h
a
u
y
e
w ly alwa
nts.
g is
r job sls will delay
u
o
y
near n on anythnin is what cou
g
tar tin p rofessiona much less
s
o
t
actio king actio
s
benefitW hilst otherearching in a
life, ta
ic
f
i
c
e
p
ven s e New Yeayr. ou will be s
e
means
e
r
,
a
w
o
h
e
t
,
n
r
r
e
y
Th sed to in New Yea
or tunitin the
p
p
o
op po s until the et.
w
ne
fe
ring aar afresh, snage in 2018.
thing ested mark
u
c
e
s
w andthe New Ye new challe
cong
ie
v
r
t your
e
u
t
o
in
a
b
in
o
n
a
t
t
o
n
g in
star
out
ersatio
v
n
Goingare ready towill be step p in
o
c
l
fidentia
you ledge you
n
o
c
a
know
call foers?
a
s
u
t givecircumstanc
o
n
y
h
W unique
own

r
Directo

e,
Avenu
hange
c
x
E
l
1 Roya EC3V 3LT
n
Write
Londo
0
.com
64 424
itment
u
r
c
e
0207 4
r
x
.com
ativeta
Call
itment
ail@cre
u
r
m
c
e
r
ax
Email
eativet
www.cr
Visit

Private Client Tax Director

R&D Specialist – Boutique firm

London

London

£Six figure package

£30,000 - £60,000

This is a ranked practice with a private client and advisory
focus.The role will involve you providing high-level technical tax
advice to a large and complex portfolio of clients that are
primarily entrepreneurs, wealthy families and non-doms.

This R&D startup is looking for R&D tax specialists to bolster
their growth. There is a strong opportunity for you to make your
mark by implementing your own ideas and processes. You will
not lack the technical support to develop, as the business has
teamed up with key professionals renowned for their skill in R&D
taxes, as well as specialists from technical backgrounds.

As a senior member of staff, you will assist with developing and
implementing the strategy for the private client tax team. You can
make partner here, by simply being good at what you do. Some
people work towards partner, others prefer to stay at a director
level. There is no internal pressure to do one or the other.
Ref.4754

This company is not only looking to differentiate themselves by
the quality of their claims but through how they treat their staff.
For example, they are one of the only companies to offer strong
commission for the delivery of R&D projects. Ref.4789

Corporate Tax Senior Manager

Tax Investigations Manager – Flexible Hours

London

London

£85,000- £95,000

£Attractive

The corporate tax team of this ranked firm is experiencing rapid
growth, has succession issues and the managing partner has
identified a need to develop someone towards director/partner.
In other words, all the ingredients are right for genuine
progression and not merely something that offers you the “option
to progress”. The work is diverse with a strong international
slant. Clients range from owner-managed businesses to quoted
groups. As a senior professional in the team, you will work closely
with the tax partners to deliver UK and cross-border projectbased work. Contact us for more details. Ref.6014

A niche tax investigations practice, based in London, is looking to
hire a Manager or Senior Manager. They have a varied client base
and deal primarily with COP8 and COP9 investigations. This is a
really exciting time to enter the firm. They have seen organic year
on year growth for the past 6 years and the directors are starting
to think of succession planning. This means there is real potential
for rapid professional advancement. The firm is modern in their
approach to working hours and can accommodate a part-time
position or flexible working hours. Ref.4793

Inhouse Tax Specialist – Manager Grade

Corporate Tax Manager

London

Cambridge

£Highly attractive base plus attractive bonus structure

£Attractive package

The founders of this company are driven by innovation and have
made a dramatic entrance into the financial services market. The
company has recently expanded into Asia and have further
expansion plans waiting to be implemented. This is a great
opportunity to make a mark in an organisation that is growing
rapidly. When you have ideas, you can simply talk to the CFO and
see them implanted. On present evidence, this role will offer
tremendous opportunity for someone who joins at this point in
its development. Your role here would be a blend of operational
tax, group tax, compliance and creating ideas! Ref.4791

The partners at this firm understand that to be successful their
team needs to be happy, motivated and successful themselves.
This clear, direct communication between the team and the
partners can sometimes be lacking in larger firms, making this
opportunity of particular significance on the market. The partners
will share their technical tax expertise, improve your client
communication skills and guide your business development skills
to ensure you succeed. The expectation is to bring on a manager
who will be capable of making senior manager in six to twelve
months’ time. The majority of your role will be advisory. Ref.5627

Go to www.creativetaxrecruitment.com
for more detailed job descriptions
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MAGNETIC
NORTH

GUI DI NG YO U TO T H E BE S T TA X JO BS IN T HE NO RT H O F ENGLAND

CORPORATE TAX EXECUTIVE

IN HOUSE CORP. TAX SPECIALIST

IN-HOUSE VAT MANAGER

PERSONAL TAX SENIOR

LIVERPOOL

To £35,000 plus benefits
A career defining role for an ambitious and driven newly or part qualified CTA. You will
work on a varied portfolio of corporate tax clients ranging from local SMEs to large
international groups and deal with both compliance and advisory work. Genuine prospects
for rapid career progression.
REF: A2694

TEESSIDE

£flexible dep on exp
Great opportunity for an experienced corporate tax specialist looking for a first move into
industry. This global firm with headquarters in Teesside is looking to further strengthen its high
calibre in house tax team with the addition of a manager or assistant manager in a role that
will focus on compliance and reporting as well as advising on international tax issues.
REF: A2691

LANCASHIRE

£ flexible – dep on exp
Our client is an entrepreneurial and highly acquisitive group based in Central Lancashire.
Due to recent growth and ambitious future expansion plans a brand-new opening has
been created for an Indirect Tax Manager to support the growing in-house tax team and
shape the development of the group’s VAT function.
REF: R2703

HUDDERSFIELD
To £40,000 dep on exp
This highly regarded independent practice which has a high calibre client base seeks a
personal tax senior. Working as part of this friendly team you will take responsibility for
the tax compliance work on your own portfolio of interesting clients and will also have
the opportunity to assist with ad-hoc advisory work.
REF: A2717

CORP. TAX COMPLIANCE MANAGER

CORP. TAX ANALYST (IN-HOUSE)

MANCHESTER

To £55,000 dep on exp
Global firm looking to recruit an experienced Corporate Tax Manager in a specialist role
focussing on corporate tax compliance and tax accounting. Flexible working arrangements on
offer including part time and remote working.
REF: A2482

To £48,000
A new in-house role. Working alongside a Senior Manager you will be responsible for corporation
tax compliance and tax accounting for the group’s UK & overseas branches, alongside offering
corporate tax advice on a range of commercial issues.
REF: R2715

SENIOR TAX MANAGER

IN - HOUSE VAT MANAGER (PART TIME)

WARRINGTON

£ highly competitive
As a result of recent new client wins this forward thinking, dynamic firm is expanding and
looking to recruit a mixed tax senior manager who can hit the ground running in a role that
will focus on providing a wide range of tax advice to both OMBs and private clients. Great
long-term prospects.
REF: A2720

MANCHESTER

CHESHIRE
£ Generous + benefits
As part of this small in-house tax team, you will be responsible for all aspects of UK VAT
compliance, statistical returns and liaison with HMRC. Additionally you will provide ad hoc VAT
technical expertise to the group. This is a part time role for either 3 or 4 days a week.
REF: R2645

Tel: 0333 939 0190 Web: www.taxrecruit.co.uk
Mike Longman FCA CTA: mike@taxrecruit.co.uk; Ian Riley ACA: ian@taxrecruit.co.uk; Alison Riordan: alison@taxrecruit.co.uk

