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1. Introduction 
 

1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond 
to this Call for Evidence published on 10 October 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. The comments particularly 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. 

 
1.4. AAT has promoted the OTS Business Lifecycle survey amongst its membership and held a small 

focus group with a widely representative sample of AAT licensed members to assist the OTS in 
ensuring it received a broad range of views from experienced professionals. 

 
2. Executive summary  

 
2.1. Corporation Tax computation does not need significant change.  

Complexities are largely dealt with by software and require very little manual intervention. 
 

2.2. Recent dividend tax changes have made becoming a limited company slightly less 
attractive.  
However, these changes have not been sufficient to deter many from incorporating given the tax 
benefits of doing so continue and various other benefits remain. 
 

2.3. Contrary to some political assertions, most nano, micro and small businesses can afford 
to use the services of a professional bookkeeper or licensed accountant.  
Please see 3.19-3.24 below for more information. 
 

2.4. The 20m Personal & Business Tax Accounts now in operation are generally working well. 
However, there have been some notable exceptions with the Business Tax Account. 
 

2.5. HMRC guidance needs to improve in reliability and accessibility for accountants to utilise 
such information. 

 
2.6. More needs to be done to assist both accountants and their clients to prepare for Making 

Tax Digital.  
AAT survey data suggests that as of October 2018, 64% of AAT licensed accountants are fully 
prepared for Making Tax Digital and 53% of their clients will be ready by April 2019. 
 

2.7. Accountants can do more to encourage their clients to apply for R&D Tax Credits. There is 
usually no need for costly third-party consultants to be engaged. HMRC have a range of concise 
guidance on the subject and determining eligibility is much more straightforward than is often 
perceived to be the case.  
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3. AAT response to the call for evidence 
 
What is the composition of your client base/membership?  

 
3.1. AAT is a professional accountancy body with approximately 50,000 full and fellow members and 

over 90,000 student and affiliate members worldwide.  
 

3.2. 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.  
 

Is there scope to streamline the Corporation Tax computation? If so, how, and for what size of 
company?  
 

3.3. There is certainly scope for streamlining. Many respondents to this consultation will doubtless call 
for the streamlining of the Corporation Tax return (CT600) because it is lengthy, and the 
associated tax computation can be complex. 

 
3.4. However, this ignores the fact that accountants who complete this form utilise sophisticated 

account production software which collates and aggregates data and then inserts summary 
entries into the CT600 and supporting computational schedule(s) with very little manual 
intervention. 

 
3.5. AAT’s position has not altered since 2016 when it stated in response to the OTS “Simplification of 

the Corporation Tax Computation” consultation1 that, “In this technology-dependent-age, for 
many who provide accountancy and taxation services to the micro/nano end of the corporate-
spectrum, the calculation of corporation tax liability and the completion of the associated 
corporation tax return (CT600) and tax computation is merely a by-product of the production of 
the statutory accounts. In reality, the main administration burden borne by micro-companies is in 
respect of the production of year-end statutory accounts.” 

 
3.6. A roadmap for Corporation Tax reform to align with Making Tax Digital would doubtless prove 

beneficial for smaller companies as previously suggested by the OTS  
 

In your experience, have the recent dividend tax changes impacted on clients’ decisions about 
whether or not to incorporate a business, and where incorporated, the remuneration strategy? 

 
3.7. Previous discussion papers from the OTS have suggested the most common reason for small 

companies to incorporate was for limited liability rather than tax reasons.  
 

3.8. This does not correspond with the findings of several focus groups with AAT licensed 
accountants who stated that such an assertion did not reflect their experience, with most wanting 
to incorporate for tax reasons.  

 
3.9. Whilst many of those seeking to establish a new business do not fully understand the tax 

advantages or otherwise, even before engaging with an accountant, there is a broad awareness 
that there may be tax advantages. 

 
3.10. In contrast, AAT members report that most of their clients are unaware of the associated costs 

and the administrative burden or the fact that these could in many cases wipe out or at least 
seriously impede any tax savings. The benefits of limited liability were also often unknown until 
explained by an accountant. 

 
3.11. Given these findings, it is reasonable to conclude that tax is a key motivating factor for many in 

reaching the decision to incorporate. For a significant number it is their primary motive and for 
others it is a secondary consideration behind issues ranging from liability, employer demand and 
perceived prestige.  

 
 
 
 
 

                                                      
1 AAT short response to OTS regarding Corporation Tax, 21 December 2016: 
https://www.aat.org.uk/prod/s3fs-public/assets/OTS-review-of-CT-computation.pdf  

https://www.aat.org.uk/prod/s3fs-public/assets/OTS-review-of-CT-computation.pdf
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3.12. AAT considers that the 2015 reform of dividend taxation did little to stop this and the reforms 

which came into force earlier this year – more than halving the tax-free allowance for those paid 
in dividends from £5,000 to £2,000 is likely to similarly fail in its objective, not least because it 
amounts to a reduction in tax benefits of no more than £225 per annum. It may succeed around 
the margins, but the impact is likely to be negligible.  

 
3.13. Incorporation still enables self-employed entrepreneurs to avoid future increases in Class 4 NICs 

and the tax advantages remain beneficial.  
 

3.14. To support this, an example contained within a recent IFS publication2 highlighted that an 
employee earning £40,000 faces a 31% average tax rate, compared with 22% for a self-
employed person earning £40,000 and 19% for a company owner/manager generating the same 
sum.  

 
Which taxes, if any, do businesses in general, deal with directly, as opposed to using an agent 
(for example, ITSA, NICs, PAYE, VAT, CT, Customs)?  

 
3.15. This varies according to business size and sector, but small businesses will rely on their 

accountants/bookkeepers to deal with their payroll and VAT returns. 
 

3.16. As small businesses grow and employ more staff, they will begin to assume more responsibility 
for the operation of their own payroll and the preparation and filing of their VAT returns. This is 
often when a business reaches 10 employees or more i.e. when they cease being a micro-
business and progress to being what is technically classified as a small business.  

 
3.17. Initially this might be through the engagement of a part-time qualified bookkeeper but if the 

business continues to grow then the level of in-house responsibility for PAYE and VAT on a day-
to-day basis will become increasingly challenging, and the services of external service providers, 
whether outsourced payroll, a full-time bookkeeper or most likely an accountant, will be 
necessary. 

 
3.18. Taking the above into account, businesses rely heavily on accountants to deal with compliance 

interventions (enquiries) into any of the listed areas. In addition, tax for the self-employed 
remains a mystery to most and is therefore likely to be delegated to an external accountant.   

 
3.19. It is worth highlighting a common misconception about cost. Lord Forsyth, Chair of the House of 

Lords Economic Affairs Committee, recently stated that £250 was the hourly cost of a good 
accountant. This is false.  

 
3.20. Whilst that may be the case for a Chartered Accountant such as members of ICAEW and ACCA, 

dealing with a FTSE 350 company, it would be unlikely to be the case for an AAT licensed 
accountant who operates entirely in the SME market for example. 

 
3.21.  According to AAT’s 2017 Salary Survey3, AAT’s 4,250 licensed accountants earn, on average 

£49,500 per annum which equates to approximately £27 an hour.  
 

3.22. The only distinction between AAT members and those of the Chartered bodies is that they are 
unable to undertake audit work. This is of course irrelevant given the small companies exemption 
threshold (turnover below £10.1m), which their 400,000 clients including tradesmen, landlords, 
farmers and many other small businesses, easily fall below. 

 
3.23. As a result, many small businesses are easily able to afford good tax and accounting advice from 

qualified, licensed accountants.  
 

3.24. Likewise, the cost for assistance from a qualified bookkeeper is likely to be even lower. An AAT 
qualified bookkeeper earned a median salary of £20,000 in 2017 (just under £11 an hour). 4  

                                                      
2 IFS, Tax, Legal Form & The Gig Economy, 2017: 
https://www.ifs.org.uk/uploads/publications/comms/R124_Green%20Budget_7.%20Tax%2C%20legal%20form%20and%20gig%2
0economy.pdf  
3 AAT 2017 Salary Survey: 
https://www.aat.org.uk/prod/s3fs-public/assets/2017-Salary-Survey-report.pdf  
4AAT 2017 Salary Survey: 
https://www.aat.org.uk/prod/s3fs-public/assets/2017-Salary-Survey-report.pdf 

https://www.ifs.org.uk/uploads/publications/comms/R124_Green%20Budget_7.%20Tax%2C%20legal%20form%20and%20gig%20economy.pdf
https://www.ifs.org.uk/uploads/publications/comms/R124_Green%20Budget_7.%20Tax%2C%20legal%20form%20and%20gig%20economy.pdf
https://www.aat.org.uk/prod/s3fs-public/assets/2017-Salary-Survey-report.pdf
https://www.aat.org.uk/prod/s3fs-public/assets/2017-Salary-Survey-report.pdf
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Are any taxes easier for a business to do themselves?  

 
3.25. Many small companies, not least the 76% of limited companies that are non-employing i.e. they 

are one-man bands, will complete their own personal tax return whilst relying on their accountant 
to complete everything company related. 

 
3.26. Whilst far from conclusive, this suggests that there are no business taxes that most businesses 

feel it is easier for them to do themselves.  
 

What is your experience of registering for the various tax regimes (ITSA, NICs, PAYE, VAT, CT, 
Customs)? Looking across the process of registering: finding out what to do, accessing the relevant 
forms, filling them in, receiving registration details, completing the process - a) Is this a quick 
process? b) Is it easy to do? c) What works well? d) What could be improved? 

3.27. HMRC is working with both taxpayers, agents and their representative bodies (including AAT) to 
map existing customer journeys, detect opportunities to remove what does not work well and 
then deliver an enhanced digital user experience via new Agent Registration Services. If it has 
not done so already, AAT recommends that the OTS meet with relevant HMRC officials to 
discuss their work in this area.  

 
Do you use HMRC’s online Personal Tax Account or Business Tax Account? a) What works 
well? b) What could be improved? 

 
3.28. In very broad terms, the Personal Tax Account appears to work well. It provides a wealth of 

useful information in an easily accessible format. For example, providing national insurance 
contribution details for every year to establish any shortfalls for the state pension amongst the 
standard information relating to an individual’s tax liability. 

 
3.29. Whilst the information provided is helpful and it is in an easy to digest format, gaining access to 

the Personal Tax Account can prove a challenge for those who are not digitally engaged. For 
example, users hold (1) a User ID (2) a Unique Reference (UTR) number (3) if employed, an 
employer PAYE reference (4) Tax code and (5) password but this is insufficient to access the 
account as a further two step authentication process is required. AAT completely understands 
and supports the need to maintain security but at the same time a balance must be found to 
avoid dissuading taxpayers from using their account.  

 
3.30. Business Tax Accounts have been subject to a series of problems and were long undermined by 

an ongoing problem that meant HMRC staff saw PAYE scheme figures that were different to 
those seen by the end user. There have historically been issues around data corruption and the 
system did not handle simple business practices like introducing new payroll software or TUPE 
transfers very well.  

 
3.31. Over the last 12 months there have been definite improvements and in general these accounts, 

whilst not perfect, now work relatively well.  
 

What is your experience of accessing HMRC’s online services (for example, filing VAT, ITSA, 
PAYE, or CT returns online)? 

 
3.32. AAT would like to reiterate that HMRC has a responsibility to look after the digitally excluded and 

bear them in mind when designing new services. In H Bishop Electrical Co Ltd and Others v 
HMRC Commissioners [2013] UKFTT 522 (TC) the Judge held that the regulations which 
required online filing of VAT returns without providing exemptions for older people, those with 
disabilities or who lived in parts of the country which were too remote for broadband access, were 
in breach of the appellants’ human rights. AAT hopes that these lessons have been learned.  
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Do you use HMRC guidance to help with your business’s or your clients’ tax affairs? a) If not, 
why not? b) If yes, what do you find helpful, and what could be improved? 

 
3.33. AAT has previously surveyed a small group of its licensed accountant membership on this issue 

and found that most do not engage with GOV.UK guidance because finding the information 
required is far from straightforward, navigation is often a frustrating and circuitous experience and 
there can be uncertainty about how much reliance can be given to what’s stated. Even where 
information is provided, our members have reported that it is rarely of sufficient technical quality 
to be of use to accountants.  

 
3.34. This finding was reinforced at AAT’s recent focus group with the OTS. 

 
3.35. AAT agrees with the recommendations of the OTS that HMRC should “…make transforming the 

user experience a sustained priority, building on its current programme of work in this area, giving 
greater emphasis to meeting the needs of taxpayers, making it easier for people to find the 
guidance they need and to be clearer what reliance they can place on it.”5 

 
Have you/your clients bought or sold business assets in recent years? Business assets are 
things kept for use in a business, for example IT and other equipment, office furniture, 
machinery, premises and business vehicles.  
a) How were these treated for tax? b) Did you claim capital allowances on these items? c) Was it 
easy or difficult to work out the tax treatment of these capital assets in your annual accounts? 
d) What could be improved in relation to the calculation of tax due on the sale of capital assets? 
e) How could tax relief and related administration for business asset purchases be improved? 

 
3.36. AAT would like to take this opportunity to highlight its previous response to the OTS review of 

depreciation and capital allowances (2017) where it acknowledged that Capital Allowances were 
flagged as an area of complexity in almost every meeting the OTS had with businesses and 
advisers; that AAT is supportive of any move to reduce uncertainty arising at the boundaries 
around which assets qualify or not, or which a writing down rate should be applied; that AAT does 
not consider that there is much wrong with the current system. Although it is highly rules-based at 
present, it is understood by most practitioners; that many of the rules have been designed to 
ensure that tax paying entities only receive the reliefs to which government feels they are entitled.  

 
3.37. AAT surveyed its licensed members on these issues in 2017 and found that 62.5% believed that 

there would be no meaningful administration cost savings if depreciation replaced Capital 
Allowances as the means of giving tax relief for items of capital expenditure and that 69% 
anticipated that the rates of depreciation claimed would change in response to a move to a 
depreciation based method of tax relief for capital expenditure.  

 
3.38. It is difficult to envisage government being persuaded to let go of any of the Capital Allowance 

policy levers that it chooses to operate from time to time - or a situation whereby HMRC will find it 
acceptable for taxpayers to accelerate the tax relief claimed by selecting the most advantageous 
methods of depreciation. 

 
Has your/your clients’ business made a loss in any recent year(s)? a) Did the tax system help 
offset the losses? b) How have you found the process of recording the loss for tax purposes? 

 
3.39. Accountants will often be involved here. The process for recording the loss for tax purposes is 

relatively simple and straight forward. Accounting practice software will keep track of losses over 
the years and ensure that if/when profitable again, any losses are offset against said profits. 

 
 
 
 
 
 
 
 
 

                                                      
5 Guidance for taxpayers: a vision for the future, 5 October, 2018: 
https://www.gov.uk/government/publications/guidance-for-taxpayers 

https://www.gov.uk/government/publications/guidance-for-taxpayers
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Making Tax Digital (MTD): from April 2019, VAT registered businesses with a turnover exceeding 
the £85,000 threshold will need to keep VAT records digitally and file their VAT returns using 
MTD compatible software. a) Were you aware of the MTD programme? b) Do you keep records i. 
Digitally ii. On paper iii. Both digitally and on paper? c) Do you know what may be expected from 
your business (or your clients’ businesses) under MTD? d) Are you or your clients prepared for 
future MTD requirements?  

 
3.40. AAT has been involved in the Making Tax Digital concept since it was first announced and 

naturally maintains an interest in this area to ensure our members are aware of their 
responsibilities and can properly meet the demands of both HMRC and their clients in this area. 

 
3.41. AAT launched the AAT Making Tax Digital Centre (https://www.aat.org.uk/making-tax-digital) to 

help realise this ambition.  
 

3.42. In October 2018, AAT licensed accountants reported that 53% of their clients who are required to 
comply with MTD for VAT will be fully compliant by April 2019. 34% think that between 81-100% 
of their clients would be ready and only 14% said that they believed none of their clients would be 
ready. 

 
3.43. With regard to AAT licensed members themselves, 64% reported that they are ready for MTD, 

whereas 26% are not very confident that they will be ready.  
 

3.44. As a result of these findings, AAT is redoubling its efforts to ensure members are ready. For 
example, by providing updates through our MTD Centre, holding branch events on the subject 
across the country and featuring numerous articles and posts in newsletters, magazines and 
through our technical hub. 

 
Have you or a client applied for Research and Development (R&D) tax credits? If so: a) Who 
made the claim: (the taxpayer/the usual tax agent/a specialist tax agent)? b) Did you contact 
HMRC in relation to the claim? c) Did you feel that HMRC understood the business? d) How easy 
did you find it to identify qualifying activities and costs? e) If you carried out R&D activities but 
chose not to make an R&D claim, why was this?  

 
3.45. AAT understands that as many as nine out of ten companies eligible to claim Research and 

Development (R&D) tax relief fail to do so.  
 

3.46. This is obviously damaging for the companies concerned and the UK economy. There is an 
obvious role for the accountancy profession here.  

 
3.47. There are two main reasons for failing to claim. Firstly, a lack of awareness, even those aware of 

the scheme often think they are not eligible when they are, and secondly, a misconception that 
completion of the necessary paperwork will prove challenging.  

 
3.48. Accountants should make eligible clients aware of the scheme and they should then be able to 

assist in completing the necessary paperwork. There is no need to utilise the costly services of 
third party R&D tax credit consultants. 

 
3.49. Several AAT licensed accountants at a recent OTS Focus Group said that they forwarded R&D 

cases on to consultants and paid a flat rate fee for them to complete the paperwork on their 
clients’ behalf. In one case this was a staggering 25% of the credit received. The same 
accountants also highlighted that there was scope for them to better understood what was 
required, and that if they addressed this then they would consider providing this service 
themselves.  

 
3.50. The rewards to clients can be considerable. SME R&D relief allows companies to deduct an extra 

130% of their qualifying costs from their yearly profit, as well as the normal 100% deduction, to 
make a total 230% deduction. 

 
3.51. It also enables the qualifying company to claim a tax credit if the company is loss making, worth 

up to 14.5% of the surrenderable loss. 
 

https://www.aat.org.uk/making-tax-digital
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3.52. The company can claim SME R&D tax relief if they have less than 500 staff and a turnover of 
under €100m but the company project must meet HMRCs definition of R&D. 

 
3.53. With such rewards on offer, an active accountant advising on eligibility and completing the 

paperwork would doubtless help cement client/accountant relationships by reassuring businesses 
that their advisers were a very worthwhile expense. 

 
3.54. One of the perceived barriers is around definitions and eligibility. The definition requires that the 

work that qualifies for R&D relief is part of a specific project to make an advance in science or 
technology (not an advance within a social science like economics). It can be researching or 
developing a new process, product or service or even improving on an existing one.  

 
3.55. Any accountant uncertain about this can contact HMRC for clarification or by searching for the 

helpful HMRC booklet, “Making R&D easier for small companies” available online. 
 

3.56. At present, many accountants appear reluctant to do so, preferring instead to pass the 
opportunity on to a specialist consultant. Much of this relates to perception about complexity 
rather than the reality.  

 
3.57. AAT has sought to combat this problem by promoting member awareness of the R&D Tax Credit 

scheme and will continue to do so throughout 2019. 
 

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  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  


