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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to the HMRC consultation document on ‘Strengthening the Tax Avoidance 
Disclosure Regimes for Indirect Taxes and Inheritance Tax’ (condoc), released on 20 
April 2016. 

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

benefit perspective of achieving sound and effective administration of taxes. 
 

1.3. AAT has added comment in order to add value or highlight aspects that need to be 
considered further.   

 
1.4. AAT has focussed on the operational elements of the proposals and has provided 

opinion on the practicalities in implementing the measures outlined.   
 

1.5. Furthermore, the comments reflect the potential impact that the proposed changes would 
have on SMEs and micro-entities, many of which employ AAT members or would be 
represented by our operationally skilled members in practice. 

 
 
 
2. Executive summary 

 
2.1. The government consulted in 20141 on proposed reforms to the scheme for disclosure of 

VAT avoidance schemes (VAT Disclosure Regime (VADR)) to bring it more into line with 
the scheme for disclosing avoidance in direct taxes (Disclosure of tax avoidance Scheme 
(DOTAS)).  

 
2.2. In addition AAT has previously responded to the 2014 consultation2 and agreed with 

government policy for closer alignment of DOTAS and VADR (paragraph 4.61 in the 
above mentioned response). 

 
2.3. AAT agrees that promoters of VAT avoidance schemes should be required to provide 

HMRC with quarterly information in respect of each client to whom they have provided a 
scheme, thus providing a more timely picture of the nature and extent of avoidance (3.1, 
below).  

 
2.4. AAT is of the opinion that placing reporting responsibility on the smaller numbers of 

promoters, rather than on the larger number of users, would reduce administration (3.11, 
below). 
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2.5. AAT is opposed to artificial tax avoidance and has no objection to the bringing together 

of gambling duties and Insurance Premium Taxes within the scope of VADR, (3.27, 
below) and to widen the scope of the revised VADR to include Landfill Tax, Climate 
Change Levy, Aggregates Levy, all the duties of excise and customs duties below (3.28, 
below). 

 
2.6. In the 2014 consultation1 the government proposed changes to the existing Disclosure of 

Tax Avoidance Schemes hallmark regulations describing Inheritance Tax (IHT). An initial 
draft of regulations covering the IHT elements was subsequently published in July 2015. 
AAT now expresses reservations at 3.41 to 3.50 (below) in respect of extending DOTAS 
to IHT.  

 
 

 
3. AAT response to the consultation paper on ‘Strengthening the Tax Avoidance 

Disclosure Regimes for Indirect Taxes and Inheritance Tax’ 
 

Question 1.  Do you agree that reforming VADR in this way would provide a clearer 
and more timely picture of the nature and extent of avoidance?  

 
3.1. AAT suports the proposal to reform VADR inline with DOTAS whereby promoters are 

required to provide HMRC each quarter with information about each client to whom they 
have been required to pass a scheme reference number during that quarter, including 
the client’s name and address and their tax reference number. AAT notes that this 
information is used by HMRC to assess and monitor the level of avoidance risk posed by 
schemes and is an important element of DOTAS.  

 
3.2. AAT considers that reforming VADR in such a way would provide a clearer and more 

timely picture of the nature and extent of avoidance.  
 

Question 2.  If you disagree, what suggestions do you have for reforming VADR so 
that it provides HMRC with a clear and timely picture of the nature and extent of 
avoidance?  

 
3.3. As stated in 3.1 (above) AAT is supportive of the proposed reforming of VADR in the way 

suggested in the condoc. 
 

Question 3. To what extent do you think the DOTAS rules on who is a promoter 
and circumstances when a scheme user has to disclose an avoidance scheme 
would be effective in a revised indirect tax disclosure regime? 

 
3.4. It is AAT’s view that the DOTAS rules setting out who is a promoter and circumstances 

around when a scheme user has to disclose an avoidance scheme would be effective in 
the context of a revised indirect tax disclosure regime. Utlimately, HMRC would benefit 
from having a much clearer picture of the nature and usage of VAT avoidance schemes.  
As a result HMRC would be in a better position to target their response to VAT 
avoidance. 

 
Question 4. To what extent would the DOTAS ‘benefit’ test be a clearer and more 
objective test for disclosure of indirect tax avoidance schemes? 
 

3.5. AAT concurs that the DOTAS ‘benefit’ test would be a clearer and more objective test for 
disclosure of indirect tax avoidance schemes for the reasons outlined in 3.6 (below). 

  



 
3.6. AAT accepts that, as referenced at 2.13 (condoc), it can be difficult to demonstrate the 

subjective purpose of a particular scheme (and promoters may add details to give a 
scheme the veneer of a genuine commercial activity). Whereas DOTAS considers the 
‘benefit’ expected to arise from a scheme which the promoter has to disclose if obtaining 
a tax advantage is expected to be a main benefit of the arrangements, which is a much 
clearer and more objective test than the VADR ‘purpose’ test which looks only at the 
expected result of the arrangements rather than their aim.  

 
Question 5. To what extent would removal of turnover thresholds ensure HMRC is 
more fully sighted on VAT avoidance? 
 

3.7. The removal of turnover thresholds (currently £600,000 per annum taxable and exempt 
turnover for listed schemes, and £10 million for hallmark schemes) would ensure HMRC 
is more fully sighted on VAT avoidance because “fewer than 2% of VAT registered 
businesses have a turnover exceeding £10 million” (2.16, condoc). 
 

3.8. Such a device would mean that the use of hallmark schemes by the majority of VAT 
registered businesses would not need to be disclosed.  

 
Q6. To what extent should a revised indirect tax disclosure regime place reporting 
obligations on VAT non-taxable persons? 

3.9. AAT recognises a difference between current taxpayers to whom DOTAS would apply 
and VAT non-taxable persons. The former would receive a tax return on which they 
would record their scheme reference number.   
 

3.10. At present, only taxable persons are required to disclose their use of VAT avoidance 
schemes under VADR. Certain VAT avoidance schemes are designed to reduce the 
level of taxable turnover to take a business below the VAT registration limit, so avoiding 
registration. 

 
3.11. AAT cautioned, in paragraphs 4.62 and 4.71 of the 2014 Response2,  that there is a 

danger that in extending reporting obligations on users it would frustrate the principles of 
reducing administration and recommended that “re-designing the regime to operate on a 
promoter basis would be preferable because, like DOTAS, this would place the reporting 
responsibility on a small number of scheme promoters who design and promote 
aggressive tax avoidance arrangements, rather than a much larger population of users, 
each disclosing potentially similar information.” This remains AAT’s view. 

   
Question 7. How should users of VAT avoidance schemes who are not registered 
for VAT, and who receive a scheme reference number from the promoter, be 
required to notify HMRC when they use such schemes? 

3.12. AAT accepts that the current VADR structure presents a serious problem with regard to 
non-VAT payers. 

 
3.13. AAT agrees with the government ascertion that anyone who meets the statutory criteria 

to disclose a VAT avoidance scheme or its use should be required to make that 
disclosure, or report that use, irrespective of their taxable status (2.21, condoc). 
  

3.14. It is AAT’s opinion that they would disclose their scheme reference number allocated 
notified by the promoter. 
  
Question 8. Should the indirect tax disclosure regime adopt the DOTAS definition 
of tax advantage for VAT or should it retain the current definition, suitably adapted 
to cover non-taxable persons? 

3.15. AAT supports the government’s proposal that the current definition of tax advantage in 
VADR should be retained for VAT, but amended to ensure that schemes which benefit 



non-taxable persons or those who claim to be non-taxable persons are brought within the 
scope of the regime. 
 
Question 9. Do you believe that penalties for failure to comply with obligations 
under the indirect tax disclosure scheme should be the same as those applied 
under DOTAS? If not, please explain your reasons and explain what penalty 
structure would be more appropriate 

 
3.16. AAT agrees that penalties for failure to comply with obligations under the indirect tax 

disclosure scheme should be the same as those applied under DOTAS.  
 

Question 10. Which DOTAS hallmarks do you believe are suitable for an indirect 
tax disclosure regime? Would these hallmarks require any modification to work 
effectively for VAT arrangements, and if so how should they be modified? 

  
3.17. As stated at 2.2 (above) AAT supports the government’s policy of closer alignment for 

DOTAS and VADR on the basis that VADR needs to be updated. Nevertheless, AAT 
acknowledges that the format of indirect taxes differs from direct taxes which must be 
accommodated in any alignment of DOTAS and VADR. 

 
3.18. Accordingly, AAT endorses the proposals at 2.32  (condoc) that as far as possible, a 

revised indirect tax disclosure regime would use the same generic hallmarks as DOTAS, 
these being ‘confidentiality’ where there is a promoter involved or where no promoter 
involved it would be premium fee and standardised tax products.  

 
3.19. AAT does not consider that any modification to be necessary where the promoter would 

want to keep the arrangements confidential or would wish to charge a premium fee for 
the scheme. Clearly schemes will vary between direct and indirect taxes but the key 
hallmarks would be identifiable. 

 
3.20. AAT regards that the Standard Tax Products hallmark to be an identifiable hallmark, 

whereby a scheme can be sold to and implemented by a wide population.  
 

3.21. AAT supports the point made at 2.31 (condoc) that the DOTAS loss-schemes hallmark 
would have no relevance to VAT while VADR’s issue of face-value vouchers hallmark 
could not be brought to bear in direct taxes. 

 
Question 11. Which of the current VADR hallmarks should be retained in a 
reformed regime? What further hallmarks or features of schemes should be 
added? 

3.22. AAT considers that current VADR hallmarks, such as the issue of face-value vouchers 
hallmark, should be retained. 

 
3.23. AAT considers that the VADR listed schemes as recorded at Appendix A (condoc) 

should be retained.  
 

3.24. AAT anticipates that the Financial Products hallmark relates to primarily to direct tax but 
is concerned that there is no underestimating the creativity of promoters to devise 
contrived or artificial steps to avoid any tax.  

 
3.25. Examples that AAT can call to mind that might be variances of schemes touched upon at 

3.3 (condoc) are schemes designed “to shift the value of transactions to VAT taxable 
supplies, reducing liability to duty and increasing VAT recovery for partial exemption.  

 
3.26. Other schemes might try to manipulate reliefs or exemptions from duty, or purport to 

change the nature of a chargeable event to push it into a different regime with a lower 
rate of duty”. 

 
  



Question 12. Do you see any reason why gambling duties and IPT should not be 
brought within the scope of VADR, revised as proposed in this consultation?  

3.27. AAT is implacably opposed to artificial tax avoidance and would have no objection to the 
bringing together of gambling duties and Insurance Premium Taxes within the scope of 
VADR. Obviously the legislation would need to be wide enough to cover the specific 
legislation of each tax.  

 
Question 13. Do you agree that indirect taxes should be included within the scope 
of the proposed revised VADR? What further changes would be required to 
include these regimes? 

 
3.28. AAT would be supportive of proposals to widen the scope of the revised VADR to include 

Landfill Tax, Climate Change Levy, Aggregates Levy, all the duties of excise and 
customs duties and promoters of qualifying arrangements in these regimes should be 
required to notify HMRC when schemes are designed or offered for use, and users of 
such schemes should be required to advise HMRC whenever they employ notified 
schemes. 

 
3.29. Any enacted legislation would need to be wide enough to cover the specific legislation of 

each tax, but with general hallmarks such as Standardised Tax Products, Confidentiality 
and Premium Fees AAT can see no obstacle to widening the scope of VADR (3.27, 
above).  

 
3.30. However, as stated at 3.11 (above) the obligation of reporting the scheme should lie with 

the promoter. 
 

Question 14. Which hallmarks do you believe are suitable for VAT and for IPT and 
gambling duties? Would these hallmarks require any modification to work 
effectively for arrangements in these taxes, and if so how should they be 
modified? 
 

3.31. AAT considers that general hallmarks such as Standardised Tax Products, 
Confidentiality and Premium Fees would be suitable for VAT, IPT and gambling duties. 

 
3.32. AAT considers that such hallmarks would not require modification for the various taxes in 

question. 
 

Q15. Would these ‘generic’ hallmarks also be suitable for other indirect taxes? If 
not, what changes do you believe would be needed to make them effective? 

3.33. AAT considers that these generic hallmarks would be suitable for other indirect taxes 
(3.31, above). 

 
Question 16. What further hallmarks are required to ensure avoidance risks 
specific to these taxes are properly addressed?  

3.34. AAT notes the comments in the condoc (3.2)  that HMRC are aware of arrangements 
designed to reduce or remove the charge to tax in gambling duties and Insurance 
Premium Tax and that these schemes often take advantage of the boundaries between 
these taxes and VAT. 

 
3.35. AAT is not familiar with the specific arrangements but such arrangements must be part of 

a marketed scheme bringing them into the Standard tax Products hallmark and the 
promoter must charge a fee bringing them into the Premium Fee hallmarks. 

 
3.36. AAT recommends that the government should start on drafting legislation in order to 

bring the various taxes mentioned above within the revised VADR.  
 



3.37. AAT agrees with 2.33 (condoc) that additional VADR hallmarks would be designed or 
retained where they are needed, for example, hallmarks related to offshore transactions 
and connected persons. It is also appropriate to consider other hallmarks as part of this 
review to ensure the regime is effective; these may pick out features of some of the 
current listed schemes. 

 
Question 17. Do you agree that the DOTAS definition of tax advantage is 
appropriate for indirect taxes other than VAT? If so, does it need to be modified for 
any of the taxes? 

3.38. AAT concurs that the DOTAS definition of tax advantage is appropriate for indirect taxes 
other than VAT. 
  

3.39. Tax advantage for DOTAS is defined in Section 318 (1) Finance Act 2004 as: 
• relief, or increased relief from, or repayment or increased repayment of tax; or 

the avoidance or reduction of a charge to tax or an assessment to tax, or the 
avoidance of a possible assessment to tax 

• the deferral of any payment or the advancement of any repayment of tax 
• the avoidance of any obligation to deduct or account for any tax. 

 
3.40. Furthermore, AAT considers that such a definition is sufficienlty wide enough to cover tax 

relief by avoidance, deferral of any payment or the avoidance of any obligation to 
account for tax in respect of any of the above mentioned taxes. 

 
Q18. Do the revised Conditions 1 (tax advantage a main purpose) and 2 (contrived 
or abnormal arrangements) target the hallmark appropriately and ensure that 
ordinary tax planning arrangements are not caught, whilst ensuring that IHT 
avoidance is disclosed?   

 
3.41. AAT considers that the extension of DOTAS to cover IHT requires more thought than the 

extension to the other taxes as listed in 3.28 (above). 
 

3.42. In AAT’s response to the 2014 consultation3  (see  2.2, above), AAT commented in 
paragraph 4.7 that “the definition of ‘promoter’ is cast so wide that the ordinary 
accountant giving one-to-one guidance to his client to make use of general tax reliefs 
could be caught within the definition.” 

 
3.43. The high-streetsolicitor who gives advice on IHT may be regarded as a promoter. When 

this advice is entangled with advice on trusts, often necessary in particular family 
situations, then arrangements may surface which may be additional to the Excepted 
arrangements listed in Annex C.  

 
3.44. AAT notes the admission in 4.2 (condoc) that “the draft IHT specific hallmark published in 

July 2015 was drawn too widely and risked catching ordinary tax planning arrangements 
and the normal use of reliefs and exemptions.” 

 
3.45. AAT considers that the revised Conditions 1 (4.9, condoc) (tax advantage a main 

purpose) and 2 (contrived or abnormal arrangements) do tighten the 2015 draft but 
abnormal arrangements may arise where ordinary tax planning becomes entwined with a 
legal drafting done for particular family reasons and IHT may be regarded as not the 
main purpose but one of the main purposes in the drafting.  

 
3.46. AAT, therefore suggest that Condition 1 be limited to “the main purpose”.    
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Question 19. Does the Schedule now cover the types of arrangements which could 
meet Conditions 1 and 2 but which should not be disclosed? Should other types of 
arrangements be included?  

3.47. When IHT advice is entangled with advice on trusts, which is often necessary in 
particular family situations, then arrangements may surface that may be additional to the 
Excepted arrangements listed in the Schedule in Annex C (see also 3.43, above).  

 
3.48. AAT considers that it is very difficult to frame specific legislation to encapsulate all 

unforeseen situations. 
 

Question 20. Do you agree that the revised approach of describing the type of 
excepted arrangements is preferable to one where the circumstances are more 
precisely defined? Are the descriptions sufficiently precise to ensure that the 
appropriate arrangements are included? 

 
3.49. Paragraph 4.17 (condoc) acknowledges the difficulty in framing legislation such as 

excepted arrangements where “The Schedule describes the circumstances in which the 
relevant types of arrangement are excepted in sufficient detail to make it clearer whether 
a particular scheme or arrangement should be disclosed, without using very narrow 
language that could risk inadvertently excluding non-abusive arrangements from the 
exceptions.” 

 
3.50. AAT questions whether the descriptions identify various arrangements which cannot be 

foreseen by legislation. 
 

3.51. AAT is pleased that the government proposes “that ordinary arrangements such as 
making or amending a will, which involve tax planning, do not need to be disclosed under 
the regulations and that the previous exception referring to the making or amendment of 
a will or codicil has been removed” (4.15, condoc). 
 

3.52. Question 21. What impact is the proposed change likely to have on your business? 
 

3.53. AAT notes that the question relates to assessments of impacts on changes in the VADR 
regime in that the government acknowledges that requiring promoter and users of 
avoidance schemes to provide additional information to HMRC might have an impact on 
businesses, in terms of both costs and administrative burdens.  

 
3.54. AAT envisages that only a small number of its 4,200 plus licensed accoutants may be 

impacted and of those affected the additional costs and administrative burdens would be 
passed to clients participating in notifiable schemes. 

 
Question 22. Are there any specific impacts on small and micro businesses that 
are not covered above? If so please provide details of the anticipated one-off and 
on-going costs and burdens. 
 

3.55. AAT has not identified any specific impacts on small and micro businesses that are not 
covered in the condoc. 

 
Question 23. Please tell us if you are think there any other impacts not covered 
above. 
  

3.56. AAT has not identified any other impacts not covered above. 
     
 

  



 
4. Conclusion 

 
4.1. AAT agrees with government policy for closer alignment of DOTAS and VADR involving 

quarterly reporting by promoters of schemes allocated (3.1, above).  
 

4.2. AAT is of the opinion that placing VADR reporting responsibility on the smaller numbers 
of promoters would reduce administrative rather than on the larger number of users as 
currently applied to VADR (3.11, above). 

4.3. AAT acknowledges at 3.9 (above) that only taxable persons are currently required to 
disclose their use of VAT avoidance schemes under VADR and certain VAT avoidance 
schemes are designed to reduce the level of taxable turnover to take a business below 
the VAT registration limit, so avoiding registration. 
  

4.4. AAT agrees that the user should notify HMRC in such situations. 
 

4.5. AAT supports the government proposals to extend the revised VADR to Landfill Tax, 
Climate Change Levy, Aggregates Levy, all the duties of excise and customs duties 
(3.28, above). 

 
4.6. AAT expressed reservations on government proposals to extend DOTAS to IHT and the 

limitation on the proposed regulations “The Inheritance Tax Avoidance Schemes 
(Prescribed Descriptions of Arrangements) Regulations 2016” for the reasons set out in 
paragraphs 3.41 to 3.50 (above). 

 
4.7. AAT did note in agreement with government proposals “that ordinary arrangements such 

as making or amending a will, which involve tax planning, do not need to be disclosed 
under the regulations and that the previous exception referring to the making or 
amendment of a will or codicil has been removed”  (3.51, above). 

 
 

 
5. About AAT 
 

5.1. AAT is a professional accountancy body with over 49,800 full and fellow members4 and 
80,900 student and affiliate members worldwide. Of the full and fellow members, there 
are over 4,200 members in practice who provide accountancy and taxation services to 
individuals, not-for-profit organisations and the full range of business types. 

 
5.2. 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. 

 
 
 
6. Further information 
 

If you have any questions or would like to discuss any of the points in more detail then please 
contact 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  

                                                      
4 Figures correct as at 31 March 2016 

mailto:consultation@aat.org.uk
mailto:aat@taxpolicyadvice.com

	Association of Accounting Technicians response to HM Revenue and Customs consultation “Strengthening the Tax Avoidance Disclosure Regimes for Indirect Taxes and Inheritance Tax”

