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Lara Pritchard 
HM Revenue & Customs 
Indirect Tax Project Team 
Room 3/35 
100 Parliament Street 
LONDON  SW1A 2BQ 
 
Email indirecttax.projectteam@hmrc.gsi.gov.uk  
 
 
 
 
 
 
Dear Ms Pritchard 
 
Fulfilment House Due Diligence Scheme Consultation Document  
 
The Association of Accounting Technicians (AAT) is pleased to note that HMRC has, on 16 March 
2016, published the Fulfilment House Due Diligence Scheme (the Scheme) Consultation Document 
(the Document). 
 
AAT welcomes the opportunity to comment in relation to the Scheme as described in the Document, 
not only on behalf of our membership but also from the wider public benefit perspective of achieving 
sound and effective administration of taxes.   
 
Comments 
 
For the most part, the 66 questions in the Document appear to be designed to be answered by 
businesses providing fulfilment house services and/or other services relevant to the supply of 
imported goods, such as customs agents, freight forwarders and transport providers. As a 
professional body, AAT does not intend to respond to the individual questions, but welcomes the 
opportunity to make the following comments in relation to the Scheme as described in the Document.  
 
AAT supports appropriate and effective measures to combat VAT evasion. AAT is, however, 
concerned that the Scheme would increase the compliance burden for UK businesses and would not 
prevent VAT evasion by non-EU businesses supplying goods to UK customers.   
 
The term ‘fulfilment house’ is defined in paragraph 3.8 of the Document as follows: 
 
“A fulfilment house is a business that provides services of storage, breaking bulk, unpacking, re-
packing and making (or arranging) subsequent delivery to its clients' customers of goods imported 
from outside the EU which have been cleared for customs purposes.” 
 
Under the definition in paragraph 3.8 of the Document, the Scheme would not apply however to 
businesses with premises, warehouses, or storage facilities in the UK that handle or store their own 
imported goods. Paragraph 3.13 of the Document explains that HMRC wants to consult on whether 
the scope of the Scheme should be widened to include businesses with their own fulfilment-house 
facilities. Paragraph 3.13 of the Document refers to the following widened definition of the term 
‘fulfilment house’: 
 
“A fulfilment house is a business that provides services of storage, breaking bulk, unpacking, re-
packing and making (or arranging) subsequent delivery to its clients' customers of goods imported 
from outside the EU which have been cleared for customs purposes. Fulfilment houses for this 
purpose include entities supplying to customers and customers of associated businesses on their own 
behalf”.   
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AAT agrees that if the Scheme is to be implemented by 2018, it should apply to businesses that have 
their own fulfilment-house facilities as well as businesses that provide fulfilment house services to 
third parties. If the Scheme only applied to businesses that provide fulfilment house services to third 
parties, third parties involved in VAT evasion could avoid the intended effect of the scheme by using 
their own facilities. AAT is concerned, however, that businesses involved in VAT evasion with their 
own fulfilment-house facilities may not register for the Scheme, particularly if they have their own 
facilities to transport the goods. For this reason AAT does not consider that the Scheme will prevent 
VAT evasion by non-EU businesses supplying imported goods to UK customers.  
 
AAT considers that VAT evasion by non-EU businesses supplying imported goods to UK customers 
should be tackled by: 
 

• Increased due diligence by the tax authorities before goods are cleared for customs purposes 
so that goods are only cleared for customs purposes when the tax authorities in the Member 
State of import are satisfied that the importer either belongs in that Member State or is 
registered for VAT in at least one EU Member State  

 
• Treating goods sold via online-marketplaces as sold to and by the online-marketplaces so 

that VAT is accounted for by the online-marketplace, either on the full selling price or on the 
marketplace’s margin (commission), depending on whether or not VAT has been charged on 
the ‘sale’ to the marketplace 

 
• Increased compliance activity by the tax authorities so that suppliers of goods to online 

marketplaces are, where appropriate, registered for VAT     
 
AAT considers that the Scheme described in the Document would increase the compliance burden for 
compliant UK businesses but would not prevent VAT evasion by non-EU businesses supplying goods 
to UK customers. The reason for reaching this conclusion is that a non-EU business that is 
determined to evade VAT, having its own transport and fulfilment house facilities, may fail to register 
for the Scheme regardless of possible criminal sanctions. 
 
Thank you for the opportunity to respond to the Document. 
 
 
About AAT   
 
AAT is a professional accountancy body with over 49,800 full and fellow members1 and 80,900 
student and affiliate members worldwide. Of the full and fellow members, there are 4,200 Members in 
Practice who provide accountancy and taxation services to individuals, not-for-profit organisations and 
the full range of business types.  
 
AAT is a registered charity whose objectives are to advance public education and promote the study 
of the practice, theory and techniques of accountancy, the prevention of crime and the promotion of 
the sound administration of the law. 
 
  

                                                      
1 Figures correct as at 31 Mar 16 



 
 

Further engagement 
 
If you have any questions or would like to discuss any of the points in more detail then please contact 
the AAT at: 
 
email: consultation@aat.org.uk and aat@taxpolicyadvice.com 
 
telephone: 020 7397 3088  
 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
 
 
Yours sincerely 

 
 
 
 
Adam Harper 
Director of Professional Development 
 
t: +44 (0) 20 7397 3075 
f: +44 (0) 20 7397 3009 
e: adam.harper@aat.org.uk 
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