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1. Introduction 
 

1.1. Association of Accounting Technicians (AAT) has responded to both government consultations on 
raising standards in tax advice and tackling the promoters of tax avoidance and welcomes the 
opportunity to now respond on the issue of Disguised Remuneration (DR). 
 

1.2. As AAT has previously highlighted, one of the best ways to tackle promoters of tax avoidance 
schemes and stop the supply of schemes at their source would be to impose joint liability as happens 
in Canada and various other countries. This would not only better reflect the reality of many tax 
advice situations, it would discourage promoters of such schemes who currently recognise the 
likelihood of incurring substantial costs are low because the taxpayer, not the promoter, is currently 
liable.  

 
1.3. Similarly, exploring the concept of joint liability is likely to offer opportunities to discourage 

employment agencies, umbrella companies or engagers in directing clients to adopt tax 
arrangements that could in any way be considered DR.   

 
1.4. With regard to taxpayer behaviour and their understanding of the risks of entering into DR schemes a 

wider public education campaign would be helpful but unlikely given the likely costs and current 
financial climate. The next line of defence is of course the accountancy and tax advice profession 
and it is pleasing that the Sir Amyas Morse Review and subsequent responses from government 
have recognised that promoters of such schemes and behaviour are primarily unregulated advisers, 
who account for approximately one third of the sector. As such, the case for ensuring the whole 
sector is regulated - by ensuring anyone giving paid for tax/accountancy advice is a member of a 
relevant and recognised professional body - is stronger than ever. 

 
1.5. In examining other areas where government could do more to act to stop the use of these schemes, 

advertising, especially online advertising, needs to receive considerably more attention so that 
inappropriate, misleading or illegal adverts are removed more swiftly and more robust punishments 
imposed on those responsible to act as a greater deterrent. One means of achieving this might be to 
place advertising channels in the “enablers” category. 

 
2. Executive Summary  

 
2.1. AAT wholeheartedly backs Government proposals to tackle DR tax avoidance.  

AAT also recognises the often difficult balance required between rightly tackling the promotion and 
use of DR schemes, which deprive the Exchequer of funds for public services and the need not to 
disproportionately punish taxpayers who acted in good faith.  
 

2.2. AAT believes that introducing joint liability would likely concentrate the minds of many 
promoters.  
Whilst joint liability introduces an element of currently absent fairness in reflecting the reality of tax 
advice arrangements, it would also help to deter promoters who currently face very limited liability for 
their wholly inappropriate, unethical and ordinarily illegal actions. 
 

2.3. AAT welcomes the consultation document reference to working more closely with the 
Advertising Standards Authority.  
This is something that AAT recommended in its response to the recent consultation on tackling the 
promoters of tax avoidance.  
 

2.4. As AAT has repeatedly made clear, most recently in its response to the call for evidence on 
raising standards in the tax advice market, the best means of protecting consumers is to 
compel anyone giving paid for tax advice/accountancy services to be a member of a relevant, 
recognised professional body.  
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3. AAT response to the consultation document 
 

 
What DR schemes are you aware of being marketed currently, and how are these being marketed? Are these 
being targeted specifically at your profession or sector? How did you come across these schemes? 
 

3.1. AAT is not currently aware of any DR schemes other than those HMRC has warned about.  
 

3.2. As the Sir Amyas Morse review highlighted, such scheme usage is primarily promoted by 
unregulated tax advisers and accountants and therefore AAT members similarly have little 
involvement in this sector other than: 

 
i) to advise any client who presents such a scheme for consideration, that they should not 

participate in it 
ii) to assist any clients who may be historically affected by the Loan Charge 
iii) to promote awareness of new DR schemes that clients may be particularly vulnerable to 

undertaking e.g. in April 2020 for returning NHS workers who were being actively targeted by 
promoters of DR schemes 
 

What more might HMRC do to encourage people to report a scheme or promoter? 
 

3.3. The general public are unlikely to report a scheme to a fraud hotline because whether they 
participate or not, they are unlikely to be aware that such a scheme is illegal. Fraud by its very nature 
is complex and often hidden and DR schemes certainly fall into this category.  
 

3.4. Even if there was awareness that a scheme might be fraudulent, most members of the public would 
have little idea about who to report it to or how. This is not helped by a lack of online information. For 
example, typing “report disguised remuneration” into Google produces an HMRC page designed for 
members of the public to report their own participating in such a scheme rather than reporting 
something they may have concerns about. The HMRC fraud hotline doesn’t appear anywhere in the 
first page of results. In fact, it doesn’t appear anywhere in the first ten pages and probably does not 
appear anywhere at all. 

 
3.5. HMRC may also wish to consider paying for reliable information that leads to successful convictions 

in this area as it does in other areas of tax fraud. Promoting this approach is likely to attract greater 
numbers of reports as money can often be a very successful incentive for those who may otherwise 
not report such activities as the £473,000 HMRC paid to informants in the last tax year 
demonstrates1.   

 
3.6. HMRC should actively encourage professional bodies to highlight mechanisms for reporting 

suspected schemes. Many regulated accountants and tax advisers are likely to be made aware of 
schemes via their clients asking them whether or not participation is a good idea. Whilst these 
regulated agents would almost uniformly discourage participation, it is less clear whether any would 
go a step further and report the scheme, arguably because most would rightly or wrongly assume 
that HMRC was already aware.  

 
3.7. AAT has frequently sought to raise member awareness of this issue by producing various blog, 

newsletter and magazine articles for their consumption2 yet could and will do more to encourage its 
members to report such matters.  

 
 
 

 

 
1 The Times, “£473k in payouts for those snitching on tax dodgers”, August 2020: 
https://www.thetimes.co.uk/article/473k-in-payouts-for-those-snitching-on-tax-dodgers-cb6fkrh05 
2 Disguised Remuneration, 2018: 
https://www.aatcomment.org.uk/accountancy-resources/tax-accountancy-resources/disguised-remuneration-a-bomb-set-to-
explode/ 
Tax Avoidance under the microscope, 2019: 
https://www.aatcomment.org.uk/aatpowerup/ethics-info/tax-avoidance-under-the-microscope/ 
 

https://www.thetimes.co.uk/article/473k-in-payouts-for-those-snitching-on-tax-dodgers-cb6fkrh05
https://www.aatcomment.org.uk/accountancy-resources/tax-accountancy-resources/disguised-remuneration-a-bomb-set-to-explode/
https://www.aatcomment.org.uk/accountancy-resources/tax-accountancy-resources/disguised-remuneration-a-bomb-set-to-explode/
https://www.aatcomment.org.uk/aatpowerup/ethics-info/tax-avoidance-under-the-microscope/
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Are there any variations of DR schemes which are not covered by the existing DR legislation? How 
else could the government strengthen the legislative framework? 
 

3.8. AAT is not aware of any variations, but this does not mean that they do not exist. As stated above, 
the involvement of the regulated sector in this area is limited. 
 
What further action could government take to tackle misleading information promoters provide to 
taxpayers? 
 

3.9. AAT welcomes the consultation document reference to working more closely with the Advertising 
Standards Authority, not least because this is something that AAT recommended in its response to 
the recent consultation on tackling the promoters of tax avoidance.  
 

3.10. At present, the taxpayer is liable, and the promoter and enabler largely escape responsibility, 
which encourages much of this behaviour. However, one avenue already open to those taxpayers is 
pursuing a claim against the promoter and/or enabler for negligence.  

 
3.11. In most cases they would be likely to be able to prove the three requirements for a negligence 

claim; 
 

• that the promoter or enabler owed them a duty of care 

• that the duty of care was breached either by omitting to provide necessary information or 
misleading the taxpayer and  

• a loss has been suffered in the form of the tax liability now due.  
 

3.12. Promoters may claim that no loss was incurred because the tax was always due but this not 
only underlines the illegal nature of what they were doing, it also ignores the fact that there may have 
been other legitimate means of reducing their tax liability which were not taken at the time as the 
artificial arrangements were more beneficial for the promoter and enabler. 

 
3.13. Given many taxpayers would not be in a position to pursue such claims in the courts, 

especially with substantial debts accumulated by participation in such schemes, it may be worth 
examining whether or not HMRC could bring group actions on behalf of those affected and recoup its 
liabilities that way.  

 
3.14. If this does not prove possible, at the very least HMRC should be making taxpayers aware or 

their legal rights to take action against promoters/enablers to help lessen the impact on affected 
individuals. 

 
What further action could government take to increase the financial risk for promoters of tax 
avoidance, and would this be effective in deterring promoters? 
 

3.15. As AAT has repeatedly stated, joint liability would likely concentrate the minds of many 
promoters. Whilst joint liability introduces an element of currently absent fairness in reflecting the 
reality of tax advice arrangements, it would also help to deter promoters who currently face very 
limited liability for their wholly inappropriate, unethical and ordinarily illegal actions. 
 
What further action could HMRC or the government take to ensure that promoters based 
offshore comply with all government regulations and liabilities, and make it harder for them to 
avoid their obligations?  

 
3.16. Most of the challenges HMRC highlights in this section of the consultation document are 

applicable to many other financial crimes and so a wider examination of these issues is in order here. 
For example,  
 

• obscuring identities behind different entities, including entities that are offshore;  

• trying to hide their activities from HMRC by not complying with their legal obligations to disclose 
their scheme;  

• using insolvency as a way of seeking to escape the repercussions of their actions. 
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3.17. Tackling the longstanding problem of offshore entities is not helped by the fact government 

commitments to introduce beneficial ownership registers in all UK overseas territories were pushed 
back from 2020 to 2023 or that our own register, despite being the first in the world, is far from 
reliable. 
 

3.18. As Tax Justice Network stated earlier this year, whilst improvements in transparency are 
being made around the world, the UK is going backwards as, “…an Anglo-American axis of secrecy 
now constitutes by far the greatest global threat of corruption and tax abuse.”3 

 
3.19. Likewise, using insolvency as a means of escaping the financial repercussions of their actions 

is widespread not just in relation to disguised remuneration, as HMRC probably knows better than 
anyone save for the Insolvency Service.  
 

3.20. Phoenix Company fraud already carries stiff penalties including the possibility of a prison 
sentence and personal liability for company debt as well as disqualification as a company director.  

 
3.21. The fact it remains such a problem and that these stiff penalties do not appear to act as much 

of a deterrent suggests there is a significant problem either with the burden of proof requirements or 
with enforcement. 

 
What action do engagers take to assure themselves of the tax compliance of any intermediaries they 
use to hire their contingent labour force?  
 

3.22. AAT, as a professional body for accountants, is not best placed to answer this question. 
 
Should the government explore further options to require engagers to assure themselves of the tax 
compliance of their flexible workforce? How should HMRC check that assurance? Would this be 
effective? If not, what would be?  
 

3.23. Again, AAT as a professional body for accountants, is not best placed to answer this 
question. 

 
Do you have any evidence of engagers specifically requiring individuals to participate in tax 
avoidance schemes, or of dismissing individuals who don’t participate in tax avoidance schemes?  
 

3.24. AAT is only aware of anecdotal evidence from some of its licensed members and from 
members of the Loan Charge APPG. 
 

3.25. However, the 2011 HMRC, Disguised remuneration: tax information & impact note, states that 
5,000 employers were taking advantage of these schemes. It would be unrealistic to expect that of 
such a large number, none were requiring their employees to participate. 
 

3.26.  AAT has little doubt that many employees would have been told either discretely or openly 
that they would be required to enter into a specific payment arrangement in order to be employed. 
One only has to look at the statistics for the many thousands of employees who have recently 
reported that their employers have abused the furlough scheme to understand there is usually a 
large minority of employers who are willing to bend or break the law in relation to financial issues. 

 
Can you provide examples to support or disprove reports that some employment agencies use DR 
schemes?  
 

3.27. Again, AAT, as a professional body for accountants, is not best placed to answer this 
question although it does note that successive Treasury Ministers have stated that only an employer, 
or umbrella company established for the purpose, can originate a DR scheme and that recruitment 
agencies match individuals with engagers who require their labour so in most cases recruitment 
agencies do not employ the individual in question4. 

 
3 Financial Secrecy Index 2020, 18 February 2020: 
https://www.taxjustice.net/2020/02/18/financial-secrecy-index-2020-reports-progress-on-global-transparency-but-backsliding-
from-us-cayman-and-uk-prompts-call-for-sanctions/  
4 Parliamentary Question, 13 May 2019: 
https://questions-statements.parliament.uk/written-questions/detail/2019-05-08/252057  

https://www.taxjustice.net/2020/02/18/financial-secrecy-index-2020-reports-progress-on-global-transparency-but-backsliding-from-us-cayman-and-uk-prompts-call-for-sanctions/
https://www.taxjustice.net/2020/02/18/financial-secrecy-index-2020-reports-progress-on-global-transparency-but-backsliding-from-us-cayman-and-uk-prompts-call-for-sanctions/
https://questions-statements.parliament.uk/written-questions/detail/2019-05-08/252057
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What options should the government explore to tackle employment agencies which facilitate DR 
schemes? Would this be effective? Please provide views both on the options set out above and any 
other options.  
 

3.28. It is unclear as to whether or not this represents a significant problem.  
 

3.29. Indeed, if HMRC is asking for evidence, this would suggest that it has little evidence itself. 
AAT therefore suggests that action only be taken if the response to this consultation is compelling.  

 
3.30. Engaging with the likes of the Recruitment & Employment Confederation (REC) may prove 

helpful here, although they have been consistent in stating that the problem is primarily with umbrella 
companies and that is where they would like government to focus its attention in tackling this issue. 

 
How could HMRC improve and target communications with taxpayers to warn them about DR 
schemes, and what other approaches could HMRC and other organisations take to help taxpayers to 
recognise a DR scheme was being marketed to them? 
 

3.31. Simplifying the language and terminology would be a helpful starting point given most 
taxpayers are unlikely to understand the term “disguised remuneration.” 
 

3.32. A very simple message such as, “If it looks too good to be true, it is.” is liable to gain far more 
traction than explaining the concepts in detail and furthermore, a short message like that can easily 
be included in the vast majority of direct communications with taxpayers. 

 
3.33. Reinforcing the message with the highest risk sectors through their trade bodies and trade 

press e.g. construction, IT etc. is another low cost means of reaching significant numbers of HMRC’s 
target audience.  

 
The government would welcome any comments on the role of consumer protection for taxpayers 
using DR schemes if not raised in response to the call for evidence on raising standards in tax advice.  
 

3.34. As AAT made clear in its response to the call for evidence on raising standards in the tax 
advice market, the best means of protecting consumers would be to compel anyone giving paid for 
tax advice/accountancy services to be a member of a relevant, recognised professional body. 

 
What do you see as the barriers for users exiting avoidance? What other approaches should 
HMRC consider to intervene early in DR avoidance schemes and to support taxpayers leave 
these schemes? What further action could the government take to ensure that HMRC can 
effectively collect the tax due from those who enter DR tax avoidance schemes?  

 
3.35. Avoiding entry is clearly preferable to exiting once started and HMRC appears to have had 

some success in this respect with regard to the most recent high profile threat to returning NHS 
workers. This was primarily achieved via widespread media coverage of the issue and should 
certainly be repeated in future should new specific targets arise. 
 

3.36. For those who find themselves unwittingly in this situation, they usually extricate themselves 
as quickly as possible on discovering that the activity may be illegal, that there is a risk of a financial 
penalty and/or in the case of many celebrities, reputational damage (loss of sponsorship, blocking of 
honours/ reduced credibility etc.) 

 
3.37. However, there is a second category who have not found themselves participating unwittingly 

but through purposeful action when they either understood the nature of their actions or clearly 
should have done. For these individuals a more robust approach may be necessary, and this is 
where the existing armoury of options including Follower Notices, Accelerated Payment Notices and 
various penalties come into play. Used in the right circumstances these can be effective. 
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3.38. It might be worth HMRC exploring the option of time limited amnesties and reductions in 
liability for some who have been caught up in these schemes but AAT accepts doing so would be 
politically sensitive given this could be framed as those individuals “getting away with it” whilst honest 
taxpayers effectively foot the bill. The alternative viewpoint is that such an approach could result in 
some money being returned to the Exchequer that otherwise would not have. This could be limited to 
writing off the interest and penalties owed if the full amount of tax is repaid within a certain timescale. 

 
 
Beyond the planned approaches and options set out in this document what other action should the 
government take to prevent the use of DR schemes. 
 

3.39. Taking into account AAT’s response to this consultation, AAT also suggests that its response 
and all the other responses submitted to both the recent  “raising standards in the tax advice market” 
and “tackling the promoters of tax avoidance” consultations, need be considered as a whole rather 
than in isolation.  
 

3.40. AAT continues to believe that regulating the third of the accountancy and tax advice market 
which is currently unregulated (via compulsory membership of a relevant professional body for 
anyone giving paid for tax advice/accountancy services), would be one of the most effective means 
of  

 
1) raising standards in the tax advice market  
2) tackling the promoters of tax avoidance and  
3) tackling DR tax advice 

 
4. About AAT 
 

4.1. AAT is a professional accountancy body with approximately 50,000 full and fellow members and 
over 80,000 student and affiliate members worldwide. Of the full and fellow members, there are 
more than 4,250 licensed accountants who provide accountancy and taxation services to over 
400,000 British businesses.  
 

4.2. AAT is a registered charity whose objectives are to advance public education and promote the 
study of the practice, theory and techniques of accountancy and the prevention of crime and 
promotion of the sound administration of the law. 

 
5. Further information 
 

5.1. If you have any queries, require any further information or would like to discuss any of the above 
points in more detail, please contact Phil Hall, AAT Head of Public Affairs & Public Policy: 
 

5.2. E-mail: phil.hall@aat.org.uk  Telephone: 07392 310264  Twitter: @PhilHallAAT 
 

5.3. Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY   
            
 

Monday 21 September 2020 
 
 
 
 
 
 
 
 
 

 
 

                               


