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1. Introduction 
 

1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond 
to this scoping paper published on 10 July 2019. 

 
1.2. AAT is submitting this response on behalf of our membership and for the wider public benefit of 

achieving sound and effective administration of taxes. 
 

1.3. The comments particularly reflect the potential impact that the proposed changes would have on 
SMEs and micro-entities, many of which employ AAT members and AAT’s 4,250 licensed 
accountants who provide tax and accountancy services to over 400,000 British businesses. 

 
2. Executive summary  

 
2.1. AAT acknowledges the rapidly rising numbers of self-employed workers entering the UK 

workforce; that the tax system has failed to keep pace in may respects, IR35 for example, 
and that it is sensible to also consider tax payment and reporting requirements in this 
context. 
 

2.2. Only a limited number of AAT licensed members expressed an interest in this area and 
those that did expressed a largely negative view of these proposals.  
They were concerned by the additional complexity this might bring and the associated time and 
cost implications. 

 
2.3. Different approaches for different sectors has a logical appeal, happens in other areas of 

the tax system and is the approach adopted in several other countries.  
However, this will result in inevitable complexity and may undermine the original simplification 
objective of the concept. 

 
2.4. There is undoubtedly some merit in terms of increased compliance and a likely reduction 

in the tax gap from such changes.  
 

2.5. As a UK focused professional body, AAT is not familiar with many international examples 
of tax reporting and payment systems for the self-employed.  
However, the examples of Australia and the United States provide some useful food for thought.  

 
3. AAT response to the scoping paper 

 
The need for change 
 

3.1. Self-employment in the UK has risen considerably since the turn of the century, with the number 
of self-employed workers increasing from 3.3 million in 2001 to 4.8 million in 20171. 
 

3.2. The tax system has not always kept up with this rapid change in working practices and so the 
OTS is to be commended for looking at the tax return process for those who no longer work in 
traditional ways and for which completing an annual tax return may be less than ideal.  

 
3.3. The OTS suggests that, “…some, including some of those working freelance or in the gig 

economy, would welcome the option to report information and pay tax to HMRC periodically or on 
the completion of work assignments, rather than only through self-assessment.” 

 
Evidence 

 
3.4. Whilst there being a desire to make tax payments after the completion of assignments etc. 

appears to be a logical assumption to make, it has not been borne out by any of the 100 AAT 
licensed members who were surveyed on this issue. Of the relatively small number who 
responded, there was uniform agreement that such a change was not necessary, that it would 
result in considerable complexity, additional work for both clients and agents and that few, if any, 
practical benefits would flow from such changes.  

 
                                                      
1 Trends in self-employment in the UK, ONS, February 2018: 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploy
mentintheuk/2018-02-07  

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploymentintheuk/2018-02-07
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploymentintheuk/2018-02-07
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploymentintheuk/2018-02-07
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/articles/trendsinselfemploymentintheuk/2018-02-07
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3.5. Despite the responses of these licensed accountants, AAT does acknowledge that for many of 
the 1.3m self-employed via digital platforms, changes to reporting and payment practices may 
prove welcome. 

 
3.6. It is worth noting that Making Tax Digital will eventually be compulsory for those below the VAT 

threshold and for income tax, meaning more frequent tax payments are likely to follow. 
 

3.7. In fact, some businesses and agents are already providing regular digital updates to HMRC as 
part of a live MTD for income tax pilot scheme. Any self-employed individual or landlord can use 
relevant software now to avoid having to file an annual Self-Assessment tax return.  

 
3.8. As a first step, the groups identified by the OTS as being likely to welcome the option to report 

periodically would probably be well advised to take-up this existing offer. This would negate any 
need to radically overhaul current tax reporting and payment systems. 
 
Different approaches 

 
3.9. The scoping paper acknowledges that consideration must be given to the merits or otherwise of 

having different approaches for different groups or creating one overall system with sub-options, 
and wider trade-offs. Again, this suggests layers of additional complexity rather than simplification 
and was a point made by numerous AAT licensed members from across the UK. 
 
Compliance 
 

3.10. Perhaps the most significant benefit from such a change would be a likely reduction in the tax 
gap - £9bn of which is attributed to avoidable errors - and increased compliance (the same 
arguments have been put forward in support of Making Tax Digital) given more frequent 
interaction and checking is likely to make mistakes, omissions and surprises less likely and/or 
reduced in impact given they will not be hidden for a year.   
 

3.11. Similarly, more frequent interaction in itself is logically likely to lead to a reduction in errors over 
time. 

 
3.12. Here the assistance of tax/accountancy agents will again be crucial given the need for the supply 

of accurate information and for clients to understand exactly what is required and when.  
 

3.13. There has often been a misplaced assumption that quarterly or more frequent reporting 
requirements/options will empower small businesses and the self-employed to undertake their 
own tax affairs without recourse to any form of agent assistance. Time and time again all the 
available evidence suggests that agent assistance proves more rather than less necessary in 
such circumstances. This view has been expressed by members of the AAT Tax Panel, focus 
groups, member forums and numerous AAT licensed accountants. It has also been expressed by 
numerous SMEs. 

 
International experience 

 
3.14. As a UK focused professional body, AAT is not familiar with many international examples of tax 

reporting and payment systems for the self-employed. However, the examples of Australia and 
the United States are worthy of consideration. 
 

3.15. In the USA, the self-employed generally have to make estimated tax payments if they expect to 
owe tax of $1,000 or more when their return is filed. Estimated tax is for the payment of income 
tax, a specific self-employment tax and alternative minimum tax. Such payments are made on a 
quarterly basis.  

 
3.16. Reflecting on the OTS question about different options for different industries, in the US, the 

estimated tax requirements are different for farmers and fishermen in recognition of some of the 
unique features of those industries. 

 
3.17. Form 1040-ES provides further information about how and when such payments are calculated 

and payable2. 
 

                                                      
2 1040-ES (2019): 
https://www.irs.gov/pub/irs-pdf/f1040es.pdf  

https://www.irs.gov/pub/irs-pdf/f1040es.pdf
https://www.irs.gov/pub/irs-pdf/f1040es.pdf
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3.18. Australia has operated a Pay As You Go (PAYG) instalment system since 1999 which sees the 
self-employed make regular payments throughout the year which is then used to offset whatever 
tax is owed at the end of the tax year.  

 
3.19. Here, if the annual tax bill is $8,000 or less then the self-employed can opt to pay annually 

instead of in instalments.  
 

3.20. Rather than the individual deciding how much they can afford to pay, the Australian Tax Office 
(ATO) notifies the self-employed of the instalment rate they are required to pay. This is calculated 
using information from their previous tax return. There is also a voluntary option for the self-
employed to use the instalment figure from the ATO plus an uplift factor, but this decision must 
be made at the beginning of the tax year, before the first instalment has been paid.  

 
3.21. Again, as with the USA example, in Australia there are special instalment options for certain 

sectors. For example, artists and authors.  
 

4. About AAT 
 

4.1. 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.  
 

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        
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                     
 
 
    
 
 

                                                                                                           
    


