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1. Introduction 

 
1.1. AAT very much supports efforts to raise standards in the tax advice market, an issue that we 

have been actively campaigning on for many years and part of our charitable objectives which 
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.” 
 

1.2. AAT has over 130,000 members including approximately 5,000 licensed accountants, all of 
whom are required to hold Professional Indemnity Insurance (PII).  

 
1.3. These AAT licensed accountants provide tax and accountancy services to approximately 500,000 

small businesses and individuals.  
 

2. Executive summary  
 

2.1. AAT supports developments to raise standards in the tax advisory market, however the 
proposed requirement that anyone providing tax advice must hold PII is wholly inadequate 
to meet the Government’s stated objective of improving trust in the market.  
It does little to raise standards and very little to address the serious problems created by 
unregulated agents. 
 

2.2. AAT has long argued that the most effective, simple and fair means of addressing the 
problem of unregulated advisers is to oblige anyone giving paid for tax advice to be a 
member of a professional body.  
This already happens for solicitors, doctors, architects and nurses so there is a clear precedent. 
Such a move is already supported by the overwhelming majority of AAT members, Members of 
Parliament and the general public1. 

 
2.3. Given unregulated advisers are rarely appropriately qualified, not required to undertake 

any Continuing Professional Development (CPD), have no independent complaints 
process and that HMRC admit two thirds of agent related complaints are about the one 
third of the sector that is unregulated, there is a compelling argument to suggest that their 
level of PII cover should be higher than that required by professional body members.  
This is explained in more detail below. 

 
2.4. As AAT and most other professional bodies have repeatedly made clear, this is not the 

desired solution but if Government insists on continuing to ignore relevant stakeholders 
and proceed with this proposal, then a staged approach to implementation would appear 
more sensible than a big bang type scenario. 
This is also explained in more detail below. 
 
 
 

 
  

 
1 See 3.5-3.8 below 
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3. AAT response to the consultation document  

 
Does introducing a requirement for anyone providing tax advice to have professional indemnity 
insurance satisfy the policy aims of improving trust in the tax advice market?   

 
3.1. Absolutely not. Whilst AAT welcomes the introduction of appropriate measures to improve 

standards in the tax advice market, as the Minister and HMRC already know, AAT like most other 
professional bodies in the tax and accountancy sectors, does not believe that introducing such a 
requirement in isolation will come anywhere near the stated policy objective of improving trust in 
the tax advice market. 
 

3.2. The proposal, as a measure in and of its’ own right, is wholly inadequate, does absolutely nothing 
to address any of the causes of myriad regulatory problems in the tax and accountancy sector 
and merely offers some small improvement in one of the symptoms of an unregulated market. 

 
If the government introduces the requirement for professional indemnity insurance, what further 
steps would you recommend and are there any alternative options? 

 
3.3. As AAT requires all of its licensed members to have a suitable level of PII cover in place, it would 

be counterintuitive for AAT to be anything other than supportive of all tax advisers being required 
to have suitable levels of PII. However, whether the government introduces this requirement or 
not, it is absolutely not the most effective option to take. A far more effective measure - and also 
simpler, less bureaucratic and more popular – would be to require anyone offering paid for tax 
and accountancy services to be a member of a relevant professional body – AAT, ACCA, ATT, 
CIMA, CIPFA, CIOT, ICAEW, IFA, ICAS, STEP. 

 
3.4. Mandating professional body membership would not only ensure that ALL accountants and tax 

advisers hold PII without introducing new requirements, monitoring and enforcement 
mechanisms, it would also ensure they are all appropriately qualified and undertake regular 
Continuing Professional Development to stay up-to-date with legislative changes, whilst 
simultaneously providing consumers with recourse to professional bodies complaints and 
disciplinary processes.  

 
3.5. Compulsory professional body membership would also free up time and resources for HMRC, not 

simply because they would not have to get involved in new insurance arrangements but because 
unregulated agents account for two thirds of all agent related complaints to HMRC. 

 
3.6. This would also help address money laundering activities which the Government claims to be 

concerned about. The HM Treasury / Home Office 2020 National risk assessment of money 
laundering and terrorist financing clearly states;  

 
“As highlighted in the 2017 NRA, it is likely that criminals continue to try and use the client 
accounts of ASPs [Accountancy Service Providers] to move large amounts of criminal funds 
quickly. However, supervisors have strict rules and guidance on how their members should 
handle client money, which reduces the likelihood of this abuse. We consider that the risk of an 
ASP’s client accounts being used to launder money is lower for those supervised by a 
PBS or HMRC, than those that are operating unregulated.”2 

 
3.7. Likewise, Commander Karen Baxter, Head of Economic Crime, City of London Police recently 

said; “Another big problem we have in the finance sector is that anyone can turn up on the high 
street and say they’re an accountant or tax adviser. We have cases where people use this 
loophole as an opportunity to defraud people. We need to look at disqualifying them from setting 
up a business and engaging in financial advice in the first place. Strong regulations have to be 
part of this for prevention.”3  

 
 

 
2 National risk assessment of money laundering and terrorist financing 2020, December 2020: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945411/NRA_2020_v1.2_FOR
_PUBLICATION.pdf  
3 Police chief says accountants turning a blind eye to money laundering, AAT Comment, November 2019: 
https://www.aatcomment.org.uk/audience/members/police-chief-says-accountants-turning-a-blind-eye-to-money-laundering/  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945411/NRA_2020_v1.2_FOR_PUBLICATION.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945411/NRA_2020_v1.2_FOR_PUBLICATION.pdf
https://www.aatcomment.org.uk/audience/members/police-chief-says-accountants-turning-a-blind-eye-to-money-laundering/
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3.8. Compulsory PII requirements will make zero difference to money laundering activity by 
unregulated accountants and tax advisers whereas compulsory professional body membership 
would make a significant difference – as HM Treasury, the Home Office and City of London 
police force publicly acknowledge.  

 
3.9. HMRC and HM Treasury repeatedly state that, “The government is committed to ensuring 

everyone, whether an individual or a business, pays their fair share of tax” but compulsory PII in 
the unregulated sector will do little to address the issues of tax evasion and avoidance, or the 
wrongful claiming of hundreds of millions of pounds of tax relief, by unregulated accountants.  

 
3.10. Compulsory professional body membership is no different from what the law already requires for 

doctors, nurses, architects and solicitors so it is reasonable to ask why accountants should be 
treated differently. This is especially the case as the UK moves to have amongst the most tightly 
regulated audit sector in the world, which brings into much sharper focus the absence of 
regulation amongst high street accountants.  

 
3.11. AAT research based on over 1,000 people who have used a tax adviser4, found that 59% were 

not aware that anyone can trade as an accountant or tax adviser without being 
appropriately qualified – and that 63% thought that they should be. 

 
3.12. This strong support amongst the general public is further enhanced by YouGov polling of MPs 

from all parties in March 2021. This polling showed that 78% believe that, “anyone providing 
tax or accountancy services should be a member of a relevant professional body as this is 
likely to provide greater protection for individual taxpayers and businesses.” It is also 
worth noting that only 6% opposed such a suggestion. 

 
3.13. A further breakdown of these results shows that it is supported by 85% of Labour MPs and 

75% of Conservative Party MPs, indicating such a measure not only has cross-party support 
but that legislation on the issue could be passed with relative ease if the Treasury wishes to take 
effective action rather than proceeding with an unpopular and inadequate proposal to introduce 
nothing more than compulsory PII. 

 
3.14. In addition to strong support from both the general public and Members of Parliament, an April 

2021 survey demonstrated overwhelming support for such an alternative amongst AAT 
members, with 93% answering “Yes” to the survey question, “Do you think anyone 
offering paid for tax and accountancy services should be required to be a member of a 
relevant professional body?” 

 
Costs 

 
3.15. Given that all members of professional bodies are already required to hold PII and have been for 

many years, the costs are relatively low. This is not simply a question of scale but because they 
are fully qualified, have proven that they undertake regular CPD, are subject to professional body 
checks, reviews and monitoring and that their clients have access to an independent, rigorous 
complaints/disciplinary process via the members professional body whether that is AAT or any of 
the other recognised bodies operating in this area. 

 
3.16. Given these proposals will require unregulated advisers to hold such insurance, the costs must 

inevitably be much greater because they do not meet any of those professional body 
requirements. 

 
3.17. There is a possibility that introduction this proposal in isolation will impact both the cost and 

availability of cover for the two thirds of the market that already hold PII as a condition of their 
professional body membership.  

 
4 AAT commissioned Opinion Matters to undertake online research in February 2021. 1,028 people responded. All research 
conducted adheres to the MRS Codes of Conduct (2010) in the UK and ICC/ESOMAR World Research Guidelines. Opinion 
Matters is registered with the Information Commissioner's Office and is fully compliant with the Data Protection Act (1998). 
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3.18. This is because insurers will inevitably seek to mitigate the impact of a higher volume of claims 

arising from the demonstrated shortcomings of unregulated advisers. 
 

3.19. The Government is therefore placing professional bodies in an invidious position of having to 
justify to their respective memberships the benefit of such a measure when their members are 
likely to encounter increased costs as a direct result of the very same measures. 

 
Checks when engaging an adviser 

 
3.20. Very few small businesses and fewer still individuals, are likely to check that their accountant or 

tax adviser holds appropriate insurance. The revelation that their adviser is uninsured will 
ordinarily only arise once a problem is encountered, by which time it is clearly too late.  

 
Complaints against advisers for bad advice  

 
3.21. AT Magazine, AAT’s member magazine issued to members every two months, has contained 

details of disciplinary action taken against members for many years. These are published to act 
as a deterrent to other members and in the interests of transparency. In addition, AAT publishes 
the same information on its website where anyone can find information about the offending 
parties’ full name, the allegation and the sanction imposed. These disciplinary outcomes are 
available online for each of the last three years.5 

 
3.22. With regard to bad advice from unregulated accountants and tax advisers, a survey of AAT 

members undertaken in April 2021 asked, “Have unregulated accountants caused any of your 
customers problems in the past?” 70% said “Yes” 15% said “No” and 15% said they didn’t know.  

 
3.23. This was further explored with a question as to whether AAT members had, “…experienced 

examples (or seen evidence) of lower standards of service from unregulated accountants?” This 
figure was even higher, with 80% responding “Yes” to this question. 

 
3.24. In addition, AAT’s response to the 2020 consultation on this issue contained six examples of the 

problems created by unregulated advisers6.  
 

3.25. Furthermore, this year alone, AAT members have alerted us to well over 50 separate examples 
of significant problems created by unregulated accountants. These are too voluminous to include 
in full here but a selection follow below: 

 
3.26. "Being in practice we see all different errors. When unlicensed they tend not to be up to date on 

legislative changes. I have taken a client on that had not been taken out of the flat rate scheme 
for VAT and exceeded the scheme by £100k" 

 
3.27. "A client's capital allowance was wrongly calculated, was not up to date with tax rates and rules." 

 
3.28. "The previous accountant had made up the revenue and profit figures and the client had not paid 

any tax as a result." 
 

3.29. "The client's income was shown net of CIS. There was an investigation. Numerous new clients 
with undeclared VAT through using unlicensed accounting services. Incorrect corporation tax 
computations too." 

 
3.30. “[An unregulated bookkeeper] ignored S455 and various other legislation changes. The 

bookkeeper is not qualified or registered with a professional body. They are not AML regulated or 
registered either." 

 

 
5 AAT Disciplinary outcomes 2019-2021: 
https://www.aat.org.uk/membership/standards-requirements/disciplinary-processes-tribunals/outcomes  
6 Please see 3.43 of AAT’s response to HMRC’s consultation “Raising Standards in the Tax Advice Market” 2020 
https://www.aat.org.uk/prod/s3fs-public/assets/aat-response-raising-standards-tax-advice.pdf  

https://www.aat.org.uk/membership/standards-requirements/disciplinary-processes-tribunals/outcomes
https://www.aat.org.uk/prod/s3fs-public/assets/aat-response-raising-standards-tax-advice.pdf
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3.31. "I was informed that a non-qualified accountant applied the VAT flat rate on the net sales income 
rather than the gross sales income in accordance with the rules resulting in under payments of 
VAT to HMRC." 

 
3.32. "I had a self-employed client leave to go to another firm. They claimed to be able to reduce their 

tax bills significantly and their annual fees were a quarter of my charges. Three years later that 
same client returned to me. They complained that the unregulated accountant … was severely 
unscrupulous…they were at risk of losing their family home, as they were being investigated by 
HMRC, accused of fraud for adjustments that the unregulated accountant recommended they 
could put through the books for personal home renovations, including a new kitchen and 
conservatory. The amount of tax evaded was large enough, with maximum penalties involved, 
that they could not afford to pay HMRC, and were refused a time to pay arrangement. When I 
acted for them previously, there had never been so much as a hint of the client undertaking such 
illegal or risky practices. They were a very genuine couple who worked really hard at the 
business." 

 
3.33. "This matter is a real concern in the charity sector. The role of independent examiners has 

evolved into a good place, however, unregulated treasurers are a real issue in any sized 
organisation - poor financial control, poor understanding of accounting procedures etc." 

 
3.34. "I picked up two clients from an "accountant" who had been struck off from CIMA but was still 

able to continue trading. Both these clients ended up facing large PAYE penalties because their 
adviser wasn't filing RTI reports. When I questioned him, he didn't seem to know what RTI was. 
He said any report filing was their responsibility. This guy is still trading, is about 50 meters from 
our offices and regularly undercuts us. In fact one of the two mentioned above, had been our 
client but left to go to the unregulated accountant as he was considerably cheaper. When the 
PAYE problems started to come to fruition we took them back and put it all right." 

 
3.35. "An unqualified and unregulated accountant did not understand some of the rules around grants, 

sick pay and CJRS and therefore has incorrectly made claims on behalf of the client. The same 
unqualified and unregulated accountant has incorrectly input purchase invoices into Sage and 
then made bank payments instead of purchase payments for the purchase invoices. This has led 
to the VAT return being wrong as purchase tax has been claimed back twice due to the error and 
lots and lots of unpaid invoices in Sage. The client is on standard VAT." 

 
3.36. "An unregulated accountant who is retired and in his 80's is still supported by HMRC for AML 

regulation. I was asked to take a look at one of his client's VAT calculations, I noted that the client 
was on FRS at 7.5% but as a limited cost business needed to be on 16.5% - I pointed this out to 
the unregulated accountant, who said "since when did that rule come in?"  

 
3.37. "Previous accountant was unable to offer an accountants reference for a mortgage as not with a 

regulatory body." 
 

3.38. "An unregulated accountant had been reclaiming VAT on items where it should not have been. 
This resulted in the client owing HMRC several thousand pounds when we re-did the work 
correctly." 

 
3.39. "…years ago a client was subject to a tax inspection as a direct result of his unregulated 

accountants incompetence in both incorrectly completing her tax return and submitting it late 
(neither of which the client was aware of until several months later when penalties and fines 
began accruing). She complained, was ignored, asked for details of their professional body, was 
told they were not members and there was no one to complain to. Eventually I managed to reach 
an agreement with HMRC but there were still some penalties to pay and the “accountant” got 
away scot free. There was no point taking legal action for a few hundred pounds as she’d have to 
pay her own costs and might get a judge in a bad mood on the day. I’d say that’s typical, people 
are angry but unless it’s tens of thousands of pounds lost they’re not going to pursue through the 
courts. It’s terrible that no one really seems to care... I hope AAT get somewhere with it and other 
bodies are on board too."  

 
 
 



 
 
 

7 
 

3.40. This is merely a brief snapshot of the examples AAT members have shared that identify serious 
shortcomings with unregulated advisers. Whilst AAT acknowledges that mandating PII would 
provide clients with some confidence that should they find themselves in need of making a claim 
against their tax adviser that they are in a better position to obtain a settlement, AAT contends 
however that it cannot be said that mandating PII will result in raised standards amongst tax 
advisers.  

 
Level of cover 

 
3.41. The consultation document references various professional bodies’ PII requirements but only 

referenced the SRA as a professional body outside the tax/accountancy sector. There are of 
course many more worth considering. The General Dental Council requires PII to be held but 
does not specify a minimum level of cover, merely “appropriate” cover7  

 
3.42. The Architects Registration Board states that “…an architect is expected to hold a limit of 

indemnity of no less than £250,000.8” 
 

3.43. For insurance and reinsurance intermediaries the minimum requirements are €1.85m (£1.57m)9 
 

3.44. In relation to mortgage advisers (home intermediaries) if the firm is a home finance 
intermediary that is not subject to MIPRU 3.2.9A R, then the minimum limit of indemnity is the 
higher of 10% of annual income up to £1 million, and: for a single claim, £100,000; or in 
aggregate, £500,000.10 

 
3.45. What these different examples demonstrate is that the level of cover differs greatly outside the 

accountancy and tax advice sector.  
 

3.46. It also demonstrates that most other professions have long had such requirements that the 
Government is only now belatedly considering. For example, the Solicitors Act 1974 means that 
solicitors, recognised bodies and their managers and licensed bodies (in respect of 
their regulated activities) in private practice in England and Wales must take out and maintain 
professional indemnity insurance with qualifying insurers. Financial advisers have been obliged to 
hold adequate PII since the 1980’s. The Architects Act 1997 gives the Architects Registration 
Board (ARB) the power to issue a Code laying down standards of professional conduct and 
practice and that Code specifies that architects must hold “adequate and appropriate” PII. 

 
3.47. This also reinforces the fact that most other professions requiring PII do not do so in isolation but 

require compulsory membership of that body in order to practice, or at the very least are 
appropriately qualified, whether a solicitor, financial adviser, mortgage adviser or architect. Why 
is the same not being required in the tax and accountancy sector? 

 
3.48. In terms of cover requirements for AAT members, AAT’s PII policy identifies the following 

requirements: 
 

• All licence holders must hold professional indemnity insurance which: 
a) is on an ‘any one claim’ basis 
b) includes full civil liability cover 
c) is fully retroactive 

 

• The minimum level of cover required is dependent upon the firm’s gross fee income and: 
a) for sole traders must be the greater of 2.5 times the firms gross fee income or 

£50,000 

 
7 General Dental Council: 
https://www.gdc-uk.org/docs/default-source/indemnity/guidance-on-indemnity.pdf?sfvrsn=586c836c_6  
8 Architects Registration Board: 
https://arb.org.uk/architect-information/professional-indemnity-insurance/pii-faqs/  
9 Pinsent Masons: 
https://www.pinsentmasons.com/out-law/guides/the-insurance-distribution-directive-changes-to-the-regulation-of-insurance-
intermediaries-in-the-eu  
10 FCA Handbook: 
https://www.handbook.fca.org.uk/handbook/MIPRU/3/2.html 

https://www.gdc-uk.org/docs/default-source/indemnity/guidance-on-indemnity.pdf?sfvrsn=586c836c_6
https://arb.org.uk/architect-information/professional-indemnity-insurance/pii-faqs/
https://www.pinsentmasons.com/out-law/guides/the-insurance-distribution-directive-changes-to-the-regulation-of-insurance-intermediaries-in-the-eu
https://www.pinsentmasons.com/out-law/guides/the-insurance-distribution-directive-changes-to-the-regulation-of-insurance-intermediaries-in-the-eu
https://www.handbook.fca.org.uk/handbook/MIPRU/3/2.html
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b) for partnerships must be the greater of 2.5 times the firm’s gross fee income or 
£100,000 

c) for limited companies must be the greater of 2.5 times the firm’s gross fee income or 
£100,000 
 

• If the gross fee income of any firm is greater than £400,000 the maximum level of cover 
required is £1,000,000 
 

• The self-insured excess must be set at an amount which the licence holder is able to 
meet at all times 

 

• Members licensed to carry out Limited Assurance Engagements must ensure that their 
professional indemnity insurance covers Limited Assurance Engagements and potential 
third-party claims 

 

• All licensed members are required to provide details of their PII policy when applying for, 
renewing or reinstating their licence. Licenced members must also keep records of any 
insurance claims made under the policy and be prepared to provide further information to 
AAT or representatives of AAT on request at any time 

 

• All licensed members ceasing to practice must make arrangements to maintain the 
existence of adequate PII cover for a recommended period of six years from the date of 
cessation 

 
3.49. This detail is provided in order to demonstrate the consideration required in establishing 

appropriate levels of cover in relation to the consultation proposals.  
 

3.50. If the Government continues to ignore the range of evidence from other professions as well as 
the views of professional bodies in the tax and accountancy sectors, and instead proceeds with 
imposing PII on the unregulated in isolation, then it is worth noting that the minimum for many 
professional tax/accountancy bodies is £50,000 (including AAT11) and the maximum required for 
most is £1m (including AAT12) with the rates varying according to income. In addition, most 
accountancy/tax bodies have a requirement to maintain run-off cover for at least six years. Based 
on that information it may seem reasonable for HMRC to adopt something broadly similar.  

 
3.51. However, there is a compelling argument that unregulated advisers should have a higher level of 

cover given they will probably not be appropriately qualified, are not required to undertake any 
form of CPD and that their clients have no access to any form of independent complaints or 
disciplinary processes. In addition, HMRC admit that two thirds of agent related complaints are 
about the one third of the sector that is unregulated, clearly demonstrating the higher risks posed 
by unregulated advisers. 

 
3.52. It may be more complex and challenging for HMRC to impose a higher requirement on 

unregulated advisers, which again reinforces the fact that a far simpler and more effective 
approach would be to require advisers to be a member of a professional body, given they already 
set out clear requirements around the level of cover required of its members.   

 
3.53. The consultation document asks whether the firm, the principal, or individual advisers should be 

required to hold PII. Given most professional bodies already require their individual members to 
hold such insurance, it would create a two-tier system to instead require firms or principals to be 
the only ones requiring cover. This would be far from ideal and so should be avoided. 
Furthermore, there are inherent additional insurance risks in requiring only the firm or principal to 
hold such insurance. 

 
 
 
 

 
11 AAT PII Policy: 
https://www.aat.org.uk/prod/s3fs-public/assets/Professional_Indemnity_Insurance.pdf  
12 Ibid 

https://www.aat.org.uk/prod/s3fs-public/assets/Professional_Indemnity_Insurance.pdf
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3.54. In relation to questions relating to the financial services regulatory regime, HMRC will be aware 
that AAT has already highlighted and addressed the example of the FCA distinction between 
advice and guidance in its August 2020 response to the HMRC Call for evidence: Raising 
Standards in the Tax Advice Market13. AAT is of the view that there is little benefit in further 
exploration of what does or does not constitute tax advice at this point, instead preferring that 
effort is focussed on measures that will help to improve standards.  

 
Enforcement 

 
3.55. Requiring transparency, checking advisers have insurance, and imposing sanctions for non-

compliance all appear to be perfectly reasonable enforcement characteristics.  
 

3.56. With regard to transparency, employers are currently legally obliged to display their employers’ 
liability certificate so there is already a clear precedent. Requiring display at premises, online and 
enclosing with letters of engagement appears to be a sensible requirement.  

 
3.57. AAT has a Client Care policy stating “A member must at all times hold valid professional 

indemnity insurance in accordance with the AAT Professional indemnity insurance policy, and 
must make details of that policy available to clients when asked14”. This has been drafted based 
on The Provision of Services Regulations 200915, reference to this is also included in the 
guidance and template that is provided to AAT licensed members for their letters of engagement.  

 
3.58. Publishing information about advisers who HMRC discovers are not complying with the insurance 

requirement is a good idea in theory but in practice this is unlikely to have much impact unless it 
is published somewhere where users of that accountant or tax adviser are likely to see it.  

 
3.59. AAT would not object if HMRC decided to add the requirement to hold professional indemnity 

insurance to the HMRC Standard for Agents given this is a very easy change to make and would 
not have any negative effect. 

 
3.60. AAT notes the suggestion that insurers could enable taxpayers to check the adviser had a valid 

policy number via an online portal but believes this is yet another layer of bureaucracy being 
imposed on business for very limited benefit and is likely to be rarely used in practice. Again, if 
Government was simply to require those offering tax advice and accountancy services to be a 
member of a professional body then establishing if an adviser is a member of a professional body 
or not would be sufficient to confirm if the individual was insured.  

 
3.61. With regard to the suggested approach for checking existing professional body members 

insurance cover, this should not be necessary given all professional bodies require their 
practising members to hold PII, and evidence is required by said bodies both when a new license 
is applied for and subsequently on an annual basis as part of the license renewal process. 
Individual advisers could simply prove to HMRC that they are a member of a recognised 
professional body to satisfy this requirement.  

 
3.62. AAT also notes the suggestion that HMRC could decline to interact with any tax adviser, in any 

form, unless they demonstrated that they had the correct insurance cover. The same could just 
as easily be said for HMRC declining to interact with any adviser who is not a member of a 
professional body.  

 
 
 
 
 
 

 
13 AAT response to HMRC Call for evidence: Raising Standards in the Tax Advice Market, August 2020: 
https://www.aat.org.uk/prod/s3fs-public/assets/aat-response-raising-standards-tax-advice.pdf  
14 AAT Client Care Policy: 
https://www.aat.org.uk/prod/s3fs-public/assets/Client_Care.pdf  
15 The Provision of Services Regulations 2009: https://www.legislation.gov.uk/ukdsi/2009/9780111486276/contents recently 
amended by The Professional Qualifications and Services (Amendments and Miscellaneous Provisions) (EU Exit) Regulations 
2020: https://www.legislation.gov.uk/uksi/2020/1038/regulation/3/made 

 

https://www.aat.org.uk/prod/s3fs-public/assets/aat-response-raising-standards-tax-advice.pdf
https://www.aat.org.uk/prod/s3fs-public/assets/Client_Care.pdf
https://www.legislation.gov.uk/ukdsi/2009/9780111486276/contents
https://www.legislation.gov.uk/uksi/2020/1038/regulation/3/made
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3.63. The consultation document highlights that HMRC could undertake checks at the point that agents 
request access to online services, or at the point of registration for AML supervision, or at the 
point of paying annual supervision fees, noting that this wouldn’t extend to those agents who do 
not interact with HMRC’s systems. For this group it is suggested that insurers be asked to 
provide details, or for HMRC to check at the point that a compliance enquiry is undertaken, or as 
part of compliance work against suspected promoters.  

 
3.64. AAT contends that none of these suggestions are fool-proof, moreover they will all require 

additional administrative burden, either for HMRC, or for the insurers, or for both. However, 
adopting AAT’s frequently suggested alternative of requiring anyone giving paid-for tax and 
accountancy services to be a member of a professional body would negate the need for any of 
these additional administrative requirements.  

 
3.65. In relation to consequences, AAT notes with interest that HMRC suggests the option of making 

tax advisers jointly and severally liable with the taxpayer where an error has been made leading 
to an additional tax payment if they failed to maintain appropriate professional indemnity 
insurance cover or introducing appropriate civil penalties. This is particularly interesting given 
AAT has repeatedly suggested the same, most recently in response to the HMRC consultation on 
Tackling Disguised Remuneration Tax Avoidance16 where AAT stated; 

 
“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 17.” 

 
3.66. This could apply not just to the promoters of Disguised Remuneration schemes but to all 

unregulated advisers or indeed all advisers. 
 

3.67. However, the March 2021 response to that consultation mistakenly ruled out joint liability with a 
puzzling justification that; 

 
“Whilst the Government is keen to ensure that promoters are sanctioned effectively, it is not 
attracted to ideas involving the transfer of tax liabilities away from the individuals who use the 
schemes, to the promoters themselves. … Any provision that transferred the tax risk to the 
promoter would mean that individuals could use avoidance schemes secure that there was no 
risk to them in using these schemes and they could be confident that they could receive their 
income without suffering any tax and never have to pay the tax due.18” This fundamentally 
misunderstands the very simple nature of joint liability i.e. that both parties would have a liability, 
not just the promoter.  

 
3.68. If HMRC is willing to revisit this issue then AAT would certainly be happy to support such a 

change in approach.  
 

3.69. With regard to the creation of a new offence of providing tax advice without holding professional 
indemnity insurance, this is virtually certain if Government chooses to pursue this course of 
action and wants the new requirement to have some effect but again it would be unnecessary if 
advisers were instead required to become members of a professional body because it is already 
a compulsory requirement of being so.  

 
3.70. In summary, a quicker, easier, cheaper and far more effective approach would be to adopt AAT’s 

frequently suggested alternative of requiring anyone giving paid-for tax and accountancy services 
to be a member of a professional body as this would negate the need for Government to create 
additional layers of bureaucracy for checking and enforcing a new requirement in this area. 

 

 
16 AAT response to Tackling Disguised Remuneration Tax Avoidance, September 2020: 
https://www.aat.org.uk/prod/s3fs-public/assets/aat-response-tackling-disguised-remuneration-tax-avoidance_0.pdf 
17 Ibid 
18 Summary of responses, HMRC Call for evidence: Tackling Disguised Remuneration Tax Avoidance, March 2021: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972080/Call_for_evidence_ta
ckling_disguised_remuneration_tax_avoidance_-_summary_of_responses.pdf  

https://www.aat.org.uk/prod/s3fs-public/assets/aat-response-tackling-disguised-remuneration-tax-avoidance_0.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972080/Call_for_evidence_tackling_disguised_remuneration_tax_avoidance_-_summary_of_responses.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972080/Call_for_evidence_tackling_disguised_remuneration_tax_avoidance_-_summary_of_responses.pdf
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Introducing the requirement for all at the same time? 
 

3.71. As AAT and most other professional bodies have repeatedly made clear, this is not the desired 
solution but if Government insists on continuing to ignore relevant stakeholders and proceed with 
this proposal, then a staged approach to implementation would appear more sensible than a big 
bang type scenario. 

 
3.72. AAT believes that staging based on client base would be too complex; as would doing this by tax 

or duty; by number of employees or clients is too imprecise and at the time the adviser renews an 
authorisation or obtains a new recognition of representation for a client too slow.  

 
3.73. Instead, whilst recognising some inherent flaws, staging by turnover so that advisers with the 

largest turnover are the first to be required to hold compulsory insurance makes sense. This also 
replicates similar approaches with pensions auto-enrolment and Making Tax Digital.  

 
3.74. Using a turnover criteria would initially exclude the advisers that this intervention is targeted to 

address only if the staging dates were too far apart. There is no need for this to be the case. 
Instead, the gap between different levels of turnover could be a matter of months apart with the 
whole change completed within a 12-month period. 

 
4. About AAT 

 
4.1. AAT is a professional accountancy body with over 50,000 full and fellow members and more than 

80,000 student and affiliate members worldwide. Of the full and fellow members, there are more 
than 5,000 licensed accountants who provide accountancy and taxation services to 
approximately 500,000 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 the author, 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   

       Thursday 22 April 2021 
 
 
 
 
 
 

 

          
 

                                                               


