
 
 
Association of Accounting Technicians response to the 
House of Lords Economic Affairs Committee Call for 
evidence on Social Care Funding 
 
The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond to this call 
for evidence published on 13 September 2018. 
 
AAT does not possess specialist knowledge in Social Care Funding and would not ordinarily respond to a 
call for evidence on the subject. However, given reports1 that HM Treasury is considering the creation of a 
new “Care ISA” and the call for evidence includes references to alternative sources of funding, AAT does 
wish to comment on these specific issues given our relevant experience and activity in these areas. 
 
“Care ISA” 
 
One of the reported key features of a new “Care ISA” is that it would be “free of inheritance tax”. 
 
This selling point is rather misleading given ISAs have been free of inheritance tax (IHT) since 6 April 2015 
(for spouses and civil partners). ISA savers have been permitted to make use of the ISA benefits that their 
deceased spouse or civil partner had built up in any ISAs they had, if they passed away on or after 3 
December 2014.  
  
This change was made to enable married ISA savers, or those in a civil partnership, to inherit their partners 
tax-advantaged savings (Cash ISA, Stocks & Shares ISA or Innovative Finance ISA) when their partner dies. 
Protecting the savings of the 150,000 married ISA holders who die every year. The headline grabbing 
announcement that this new Care ISA would be exempt from inheritance tax is therefore somewhat 
underwhelming. 
 
It is further undermined by the fact a mere 4% of estates are liable for IHT. 
  
Secondly, regarding the creation of yet another ISA, AAT has long highlighted that there is now an ISA for 
every day of the week and that they need simplifying and rationalising rather than increasing.  
  
An AAT working group on ISA reform, including MPs Sir Graham Brady, Kirsty Blackman and Chris Leslie, 
published a report on the subject earlier this year2. It was very well received by industry, media and 
politicians from all sides. Furthermore, the Office of Tax Simplification (OTS) made numerous references to 
the report in their own recent report on savings and agreed with AAT’s conclusion that a review to simplify 
the ISA landscape is needed. As AAT’s ISA report highlighted, “The introduction of more and more ISAs, the 
fact they interact poorly with each other, have a variety of different savings limits as well as different rules 
and requirements has made the ISA savings landscape far from clear. It is now difficult for many to 
understand and thus acts as a disincentive rather than an incentive to save”   
  
The funding of social care is a significant problem but the creation of a new “Care ISA” is certainly not the 
solution. 
 
 
 
 
 
                                                      
 
 
 
1 Sunday Telegraph, Care Isa exempt from inheritance tax may be launched by government in bid to solve social care crisis,  
18 August 2018: https://www.telegraph.co.uk/politics/2018/08/18/new-inheritance-tax-exempt-care-isas-considered-government-bid/  
 
2 Time for Change: A Review of the Individual Savings Account (ISA) regime, 6 March 2018 
https://www.aat.org.uk/prod/s3fs-public/assets/AAT-ISA-Working-Group-Time-change-review-ISA-regime.pdf  
 

https://www.telegraph.co.uk/politics/2018/08/18/new-inheritance-tax-exempt-care-isas-considered-government-bid/
https://www.aat.org.uk/prod/s3fs-public/assets/AAT-ISA-Working-Group-Time-change-review-ISA-regime.pdf


Alternative funding opportunities 
The Department for Health has predicted that the number of older people needing community or residential 
care will rise to 1.2 million by 2040 - almost double the 2015 rate – and that the costs to the taxpayer will 
reach almost £20bn a year by 2040. 3 
 
The Economic Affairs Committee may therefore be interested to note that earlier this month AAT identified 
£27bn of annual savings for the taxpayer as alternatives to tax rises or increased borrowing. This report, 
“Time for change: AAT alternatives to tax rises” can be found online here: https://www.aat.org.uk/prod/s3fs-
public/assets/Time-for-change-AAT-alternatives-to-tax%20rises.pdf  
 
Whilst clear that these savings do not represent a panacea, they do act as a useful starting point to 
demonstrate that billions of extra funding could be found for social care and other important areas of public 
policy without the need for the traditional policymakers’ response of increasing taxes or borrowing.  
 
 
About AAT 
 
AAT is a professional accountancy body with approximately 50,000 full and fellow members and over 90,000 
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.  

 
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. 

 
 

Further information 
 
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: 

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

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

                                                      
 
 
 
3 Projections of Demand and Expenditure on Adult Social Care 2015 to 2040, June 2018: 
https://www.pssru.ac.uk/pub/5421.pdf  
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