
 
 
Association of Accounting Technician’s response to the 
Treasury Sub-Committee inquiry on “The Conduct of Tax 
Enquiries and the Resolution of Tax Disputes” 
 
The Association of Accounting Technicians (AAT) is pleased to be able to respond to this inquiry as 
there is scope for improvement in the way that HMRC conducts tax enquiries and resolves tax 
disputes. 
 
The majority of taxpayers are represented by an agent (12m in total) and this is certainly an area which may 
have a significant impact on AAT’s 4,250 licensed accountants and the 400,000 taxpayers that they 
represent. 
 
AAT has always supported HMRC activity that seeks to prevent the evasion of tax and the use of aggressive 
and convoluted tax avoidance strategies and will continue to do so. 
 
In a dispute, taxpayers can ask HMRC for a statutory review. However, the main problem here is that the 
HMRC staff member would be reviewing identical information to that which the previous staff member looked 
at and is therefore likely to come to exactly the same conclusion. HMRC’s report1 highlights that, from the 
perspective of taxpayers, the outcome of the statutory review was often perceived to be a foregone 
conclusion. HMRC has partially addressed this issue by successfully introducing Alternative Dispute 
Resolution (ADR). 
 
AAT was represented on HMRC’s ADR Implementation Advisory Panel and acknowledges that HMRC has 
successfully implemented ADR. In appropriate situations2, ADR is successful because the HMRC staff that 
carry out the ADR act as “independent arbitrators” between HMRC case workers and taxpayers.  
 
Taxpayers need certainty in tax as this may affect their financial decisions. To give this certainty, HMRC 
could provide the Treasury Sub-Committee with an update on performance measures that it provides for 
management information and control. This information could provide an analysis of existing tax disputes 
where consideration could be given to introducing further time limits for how long particular types of disputes 
are allowed to progress before some form of intervention has taken place by senior management or other 
form of appropriate corrective action has been implemented. 
 
How do HMRC governance and settlement processes affect its ability to resolve tax disputes in a 
proportionate and fair way? 
 
Recognising that many AAT members will be satisfied with the way that HMRC handles tax disputes, 
equally, there are many with the view that HMRC can be inflexible in its ability to resolve tax disputes in a 
proportionate and fair way. Tax enquiries and disputes can run for years where they could often be settled 
much earlier if the HMRC officer involved took a more pragmatic approach. 

 
Does HMRC’s litigation and settlement strategy provide a rational and sound framework for resolving 
tax disputes? 
 
AAT understands the rationale behind HMRC’s Litigation and Settlements Strategy (LSS) as the framework 
within which HMRC resolves tax disputes is in accordance with the law. However officers often cite this in 
their refusal to settle by agreement where the matters of dispute is a question of fact rather than law, for 
example, in an enquiry case. 

 
                                                      
 
1 Statutory Review Process (August 2014): 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/350831/report333.pdf  
2  Tax Disputes, Alternative Dispute Resolution: 
https://www.gov.uk/guidance/tax-disputes-alternative-dispute-resolution-adr#disputes-not-suitable-for-adr  



Do HMRC’s collection and management powers set out in the Commissioners for Revenue and 
Customs Act 2005 (CRCA) provide HMRC with sufficient flexibility to achieve cost-effective and fair 
results? 
 
HMRC has the collection and management powers (under TMA and VATA rather than CRCA3) that give it 
sufficient flexibility to achieve cost-effective and fair results. However, the experience of many tax agents is 
that officers are often insufficiently aware of available statute. This suggests that the current level of training 
is insufficient. 
 
The issue is not with HMRC as an organisation having the legal powers but with the way in which some staff 
at HMRC exercise those powers.  

 
Does HMRC’s approach to enforcing compliance with tax law, including its approach to penalties and 
other sanctions, result in disproportionate or unjust outcomes? If so, how can the situation be 
remedied? 
 
As explained above, HMRC’s approach to enforcing compliance with tax law, including its approach to 
penalties and other sanctions, sometimes results in disproportionate or unjust outcomes.  
 
A recent enquiry case4 lasted five years, during which the taxpayer suffered illness requiring major surgery. 
In order to settle, the appellant sought resolution under the HMRC ADR process. After an all-day discussion 
the investigation officers affirmed that they were not authorised to adjust the assessments.  
 
An agreement would have given HMRC closure resulting in tax and penalties instead the case dragged on 
for a further year.  When the dispute eventually reached the Tax Tribunal they discharged all assessments 
and penalties.  

 
The above and many other similar disputes could be remedied by officers being authorised to take a more 
pragmatic approach. HMRC officers also need to be sufficiently open minded and willing to consider the 
taxpayers’ version of the facts. 

 
Is there sufficient governance over the whole of HMRC’s enquiry process to ensure that HMRC’s 
interventions are well-targeted and that taxpayers are treated fairly and professionally throughout? 
 
Governance exists to cover the whole of HMRC’s enquiry process but often serve only to rubber stamp the 
stance of the enquiry officer. For example, the case referred to above was reviewed under HMRC Statutory 
Review process.  

 
The view of many AAT members is that HMRC’s governance over the whole of  the enquiry process often 
fails to ensure that HMRC’s interventions are well-targeted and that taxpayers are treated fairly and 
professionally throughout. 
 
 
 
 

                                                      
 
3 The purpose of the Commissioners for Revenue and Customs Act 2005 (CRCA) is to combine the top level management functions into 
the new (as it was then in 2005) HM Revenue and Customs Department from the former Inland Revenue and HM Customs and Excise 
departments.  The Act transferred to the Commissioners for HMRC responsibility for the exercise of the revenue, tax credit and other 
functions previously the responsibility of the Commissioners of the predecessor departments.  Most powers relating to Tax Disputes are 
defined in their own legislation, separate from CRCA, as relating to specific functions, for example Taxes Management Act 1970 (TMA) 
and VAT Act 1994 (VATA). CRCA transferred the functions of Inland Revenue and Customs and Excise staff to officers of HM Revenue 
and Customs who continue to carry out their functions under the legislation in TMA and VATA, as updated by Finance Acts. CRCA also 
puts functions formerly undertaken by officers of the Inland Revenue through the Valuation Office Agency in respect of the valuation of 
property on a statutory footing. 
 
4 Appeal number: TC/2016/04512: http://financeandtax.decisions.tribunals.gov.uk/judgmentfiles/j10313/TC06355.pdf  



Do HMRC’s governance processes provide sufficient scrutiny and assurance for clearances and 
approvals given to taxpayers outside the formal enquiry process. 
 
To the extent that taxpayers receive written clearance, HMRC’s governance processes do provide sufficient 
scrutiny and assurance for clearances and approvals given to taxpayers outside the formal enquiry process.  
 
However, there is often an addendum to the clearance maintaining HMRC’s right to open an enquiry, which 
means that the clearance may later be rescinded. 
 
About AAT 
 
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.  

 
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. 

 
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 Phil Hall, AAT Head of Public Affairs & Public Policy, at:  

 
E-mail: phil.hall@aat.org.uk  Telephone: 07392 310264 Twitter: @PhilHallAAT  

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


