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1. Introduction 
 

1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond 
to the consultation document “Alternative method of VAT collection - split payment”, published on 
13 March 2018. 

 
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. AAT has focussed on the operational elements of the proposals and has provided opinion on the 
practicalities of implementing the measures outlined.   

 
1.4. 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 
AAT’s 4,250 licensed accountants. 

 
2. Executive summary  

 
2.1. AAT believes that the split needs to initiated by the seller, where the seller is registered 

with HMRC, and then effected by the merchant acquirer. 
 

2.2. AAT believes that there is scope to include online UK businesses given the arguments 
made by the payment operators that: 

 
2.2.1. introducing split payments for domestic transactions poses fewer challenges than doing 

so for online transactions; and 
2.2.2. if the government intends to introduce split payment in more complex cases then it would 

make sense to also do so for simpler cases. 
 

3. AAT response to the consultation document Alternative method of VAT collection - split 
payment  

 
Do you agree that the merchant acquirer is the best placed party to effect the 
split of VAT from the gross payment? If not, who do you think would be best 
placed and why? 
 

3.1. Probably, yes, although the most important question is not who “effects the split” i.e. executes the 
financial transaction, but who “initiates the split” i.e. decides on the VAT rate to be applied. The 
initiation of the split will need to start with the Seller or Online Platform advising the Merchant 
Acquirer of the rate of VAT to be applied to the goods/services at the Point-of-Sale as this can 
only be determined when the Buyer provides an address for where the goods/services are to be 
delivered.   

 
Do you think the government’s emerging thinking on a mechanism for split 
payment is workable? If not, how would you improve it? 
 

3.2. Yes, AAT agrees with the government’s emerging thinking. However, the problem for the 
Merchant Acquirer or PSP will be the disputes that they may face if they apply the wrong rate of 
VAT to the Seller’s goods and services. This is why AAT’s view is that the split needs to be 
initiated by the Seller or Online Platform by advising on the VAT rate to be applied then it can be 
effected by the Merchant Acquirer or the PSP. 
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3.3. Where the Merchant Acquirer is not in the UK then HMRC could require the card issuer to get 
Merchant Acquirers Worldwide to adhere to the UK’s requirements of the split payment 
mechanism or for the card issuer to effect the split when it cannot be known for certain whether 
the Merchant Acquirer will do so. 

 
Do you think the use of the card issuer as a fall-back option would provide an 
effective safeguard for the mechanism by creating sufficient incentive to 
encourage merchant acquirers or PSPs to register with the scheme? 
 

3.4. Yes. If the Card Networks (Mastercard, Visa), the card issuer (the card issuing bank) and 
the Merchant Acquirer (the financial institution that maintains the merchant's bank account) or 
PSP agree to participate and be held jointly and severally responsible for splitting the payments 
of their client (the Merchant) then this would provide an effective safeguard. 
 

3.5. However, the Merchant may initially assert that they will not register with the scheme as they will 
not be selling into the UK. If it then later transpires that the Merchant is selling goods and 
services to UK buyers then it would appear unreasonable and somewhat unfair to hold the other 
parties responsible for the actions of the Merchant. It would mean that the Merchant Acquirer is 
having to monitor all the transactions of the Merchant in order to ensure their compliance. 
 
Do you think that marketplaces, when they are involved in a sale, could have a 
role to play in effecting the split? 

 
3.6. Yes, online marketplaces do have a role to play but it may be reliant on the Merchant Acquirer to 

initiate the split. The difficulty the online marketplace may have, especially those in overseas 
jurisdictions, is enforcing the UK requirements on buyers and sellers from different countries. 
They may face the same difficulty that the UK government is having with businesses that are 
outside of the UK. Therefore, whilst online marketplaces may have a role to play their role may 
be limited and constrained by their ability to enforce the requirements. 
 
Do you agree with the government’s assessment of these options for 
determining how much should be split from the gross payment? 
 

3.7. AAT agrees with the assessment but although noting that HMRC believes this option is too reliant 
on overseas businesses (3.8 consultation document) AAT believes this can be addressed if  
overseas businesses that are registered with HMRC are allowed to apply the correct VAT rate for 
goods and services before the merchant acquirer effects the split.  

 
3.8. If the overseas business is not VAT registered with HMRC e.g. because it is a new business, 

then it would be reasonable to apply one of the three options suggested.  
 

3.9. For businesses that are not registered with HMRC it would be reasonable to apply option 1, the 
standard rate split. This would encourage the overseas business to register with HMRC in order 
to reclaim VAT. It would also be simpler for the merchant acquirer to effect the VAT split where 
the overseas business does not have a valid VAT registration number. 
 
Do you think the scope of split payment should be limited to overseas sellers, 
or should HMRC expand the scope to include online UK businesses? 

 
3.10. There is scope to include online UK businesses given the arguments made by the payment 

operators that: 
 
3.10.1. introducing split payments for domestic transactions poses fewer challenges than doing 

so for online transactions; and 
3.10.2. if the government intends to introduce split payments in more complex cases then it 

would make sense to also do so for simpler cases. 
 

3.11. The suggestion in paragraph 4.1 of the consultation document of extending split payments to 
cover offline sales in the UK does not consider the impact on businesses, especially SMEs, that 
may be driven to reverting to cash only sales given the impact that split payments would have on 
their cashflow. 
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Do you agree with the government’s thinking regarding how errors, 
adjustments, and refunds could be handled? Do you think there are better ways 
of resolving these issues? 

 
3.12. HMRC has been increasing the number of areas and scope where it applies the principle of 

“should have known”1 to third parties in the VAT supply chain and “joint and several liability”2. It is 
likely that while the merchant retains ultimate responsibility, when the merchant defaults, HMRC 
will be seeking to transfer liability to the merchant acquirer. Responsibility should rest with the 
Seller only. 
 

3.13. Ideally, split payments should work both ways so that when a refund is made the payment is 
reversed in its entirety and HMRC refunds the VAT element in real time.  
 
Is there anything else the government can do to enable the implementation of split 
payment? 
 

3.14. The consultation document suggests that businesses would be able to claim back VAT on an 
annual basis (paragraph 3.21). However, given the introduction of Making Tax Digital, businesses 
should be able to recover their VAT on quarterly or even month basis depending on their 
reporting cycle. 

 
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 
 

If you have any queries, require any further information or would like to discuss any of the above points 
in more detail, please contact Aleem Islan, AAT Technical Consultation Manager, at: 
 
E-mail: consultation@aat.org.uk   Telephone: 020 7397 3088  Twitter: @YourAAT 

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

             
 
 
  
 
 
 
 
 
 
 

                                                      
1 VAT: online marketplace seller checks 
https://www.gov.uk/guidance/vat-online-marketplace-seller-checks and Penalty for participating in VAT fraud 
https://www.gov.uk/government/consultations/penalty-for-participating-in-vat-fraud  
2 VAT: extending joint and several liability for online marketplaces and displaying VAT numbers online - guidance note 
https://www.gov.uk/government/publications/vat-extending-joint-and-several-liability-for-online-marketplaces-and-displaying-vat-numbers-
online-guidance-note and VAT: overseas businesses and joint and several liability for online marketplaces 
https://www.gov.uk/government/publications/vat-overseas-businesses-and-joint-and-several-liability-for-online-marketplaces  

mailto:consultation@aat.org.uk
https://www.gov.uk/guidance/vat-online-marketplace-seller-checks
https://www.gov.uk/government/consultations/penalty-for-participating-in-vat-fraud
https://www.gov.uk/government/publications/vat-extending-joint-and-several-liability-for-online-marketplaces-and-displaying-vat-numbers-online-guidance-note
https://www.gov.uk/government/publications/vat-extending-joint-and-several-liability-for-online-marketplaces-and-displaying-vat-numbers-online-guidance-note
https://www.gov.uk/government/publications/vat-overseas-businesses-and-joint-and-several-liability-for-online-marketplaces
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