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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 “Large Business compliance – enhancing 
our risk assessment approach”, released on13 September 2017. 

 
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 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 of implementing the measures outlined.   
 

1.5. Furthermore, the comments reflect the potential impact that the proposed changes would 
have on large businesses, many of which employ AAT members including 80% of the 
FTSE 100. 

 
2. Executive summary and conclusions 

 
2.1. AAT supports HMRC’s review of its risk assessment approach as this has the 

potential to drive further behavioural change to improve tax compliance in the 
large business population.  

 
2.2. AAT agrees that the current low-risk and non-low risk segmentation should be 

increased to five risk ratings. The current rating can be improved to define the 
differences across the spectrum of large businesses.  

 
2.3. AAT recommends that the recent legislation “Large Businesses: Tax Strategies 

and sanctions”, enacted by Schedule 19 Finance Act 2016 and to which all large 
businesses must comply, should be a starting point in HMRC Business Risk 
Review processes and that a Code of Practice be encouraged to inform 
businesses and to reduce business risk factors.   

 
2.4. AAT recommends the adoption of reciprocal transparency between customers and 

HMRC. This is because it would benefit businesses in reducing the burden of 
HMRC interventions whilst benefitting  HMRC in saving time and resources. 

 
3. AAT response to the consultation document  

 
Question 1. Do you think the current process provides HMRC with a 
comprehensive view of tax risk within a business? If not, what more should HMRC 
be doing, and how could this be improved?  

 
3.1. AAT agrees that the current low risk and non-low risk segmentation does not adequately 

define the differences across the spectrum of the population in a useful way for HMRC. It 
is too narrow to highlight significant differences across the population. 

 
3.2. HMRC has identified that there are currently a small number of large businesses that 

“continue to adopt behaviours that pose a high risk to HMRC” (consultation document 
2.15).  
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3.3. The consultation document in paragraph 2.15 states that the number of businesses is 
small therefore HMRC should be able to closely monitor them. 

 
Question 2. Do you think the current Low Risk/Non-Low risk distinction is optimal 
for HMRC and/ or business purposes? Would having a wider range of risk 
distinctions provide more clarity?  

 
3.4. AAT considers that the current Low Risk/Non-Low risk segmentation is too narrow to 

accommodate the more diverse range of businesses for HMRC monitoring purposes.  
 
3.5. A wider range of risk distinctions would provide more clarity for both HMRC and 

businesses. 
 

Question 3.  To what extent should the level of risk of the large business, influence 
the frequency of HMRC conducting a BRR? Please explain. 

 
3.6. The level of risk should not be the sole determining factor in determining the frequency of 

BRRs. However, common sense dictates that it should be the most significant 
determining factor because the larger the risk, the greater the chance of tax loss and 
therefore the greater the requirement for BRRs to avoid this. 
 

3.7. In contrast, large businesses with robust tax processes and systems should be able to 
demonstrate that they have a sustainable ongoing tax compliance process which places 
them in a lower risk category and therefore requires reduced HMRC intervention in the 
form of less frequent BRRs.  

 
Question 4. Are there any areas which you think are missing from the inherent risk 
factors within the current BRR framework?  

 
3.8. The type of ownership of a business (e.g. institutional investors, broad shareholder base, 

private family owned)  is an inherent risk factor that is not identified in the current 
framework. A large listed PLC may consider that the scrutiny of institutional investors 
might require them to maintain good governance and systems to support tax compliance. 
Publicity or an Audit Qualification concerning a potential tax investigation, an associated 
tax problem or a question of governance and internal controls might adversely affect the 
company’s share price. Therefore, company policy may require good tax compliance 
because it is financially beneficial overall for the company. 

 
3.9. On the other hand, a large company with narrow ownership, for example by a hedge 

fund or through private equity ownership might consider more aggressive tax planning to 
be financially beneficial overall for the company. 

 
Question 5. Are there any areas which you think are missing from the behavioural 
risk factors within the current BRR framework?  

 
3.10. AAT considers that trading via the Internet may enable ‘mismatch conditions’ whereby a 

non-UK company may have an economic or trading presence in the UK but not be 
resident and this is an area that is missing from the behavioural risk factors. It may 
identify this type of tax avoidance which is countered in Part 3 Finance Act 2015 
introduced ‘Diverted Profits Tax’. 

 
3.11. It is not clear that the list of behavioural risk factors on page 15A covers UK internet 

trading by non-UK businesses, although there may be some consideration within the 
‘Boundary’ risk factor. Close collaboration between BRR and the specialist HMRC unit 
responsible for the review of statutory residence and transactions via the internet should 
be behavioural risk factors that require consideration. 

 
Question 6. Do you think any of the areas identified should attract a greater or 
lesser degree of weighting due to their significant impact on overall risk? If so, 
please expand 

 
3.12. AAT considers that Boundary is of increasing importance, given the increasing 

globalisation of services and trade, because the market place is less confined to 
international borders, due to the continued increase in internet transactions.  
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3.13. “Large Businesses: Tax Strategies and Sanctions” was enacted as legislation by 

Schedule 19 Finance Act 2016 and very briefly referred to in at 1.3 in the consultation 
document.  AAT considers that there is an overlap with the statutory requirements of this 
new legislation (failure to comply being subject to penalties and possible special 
measures) and the BRR ‘governance’ factor whereby Schedule 19 will reduce the 
separate weighting of “Governance” and “Tax Strategy”. 

 
3.14. Schedule 19 requires all large companies to publish their tax strategy which must 

include: their approach to risk management and governance arrangements in relation to 
UK taxation, its attitude towards tax planning, its acceptable level of risk to UK taxation, 
their approach towards dealings with HMRC and other prescribed information. 

 
3.15. Schedule 19 will, therefore, be the starting point in Risk Review informing HMRC 

considerations on “Governance” and “Tax Strategy”. 
 

Question 7. Is the current approach to the use of tax planning in the BRR 
assessment appropriate?  

 
3.16. AAT agrees with HMRC’s policy not to duplicate effort already made by companies in 

terms of governance and managing tax risk. However, AAT considers that HMRC’s more 
detailed planning should be altered to take into account the comments in paragraphs 3.8 
to 3.15 above. 

 
Question 8. Is there other evidence of the practical applications of tax risk 
governance that HMRC should take into account when assessing risk within 
businesses? 

 
3.17. AAT has nothing to add to the practical issues relating to tax risk governance which is 

highlighted in paragraphs 3.8 to 3.15 above. 
 
Question 9. Do you think HMRC should be more explicit around the risks in 
Corporation Tax (CT), Value Added Tax (VAT), Employer Duties (PAYE/National 
Insurance Contributions), and/or international tax risks? If yes, please specify and 
explain  
 

3.18. Yes. HMRC should be more explicit about tax risks because this would enable large 
companies to directly address such concerns. More explicit messaging should reduce 
any misunderstanding and uncertainty, speed up the enquiry process and in turn reduce 
administration costs for both HMRC and taxpayers.  
 

3.19. AAT believes that the statutory requirement to publish a tax strategy gives a new 
dimension to correspondence between HMRC and the large company. HMRC will hold a 
detailed review of the factors outlined in paragraph 3.14 above which the company will 
have considered and committed to a public report. This will give HMRC the opportunity to 
begin any discussions with the company into the more specific factors which arise and to 
ask for any other explanations which HMRC require. 

 
Question 10. Do you think there would be benefits in running a BRR that focusses 
on specific risk regimes or areas, [for example dropping areas where there is 
negligible activity or risk] with suitable businesses?  

  
3.20. There would be benefits in running a BRR where the focus in on specific risk regimes or 

areas, and dropping other areas where the statutory tax strategy satisfactorily covers 
particular risk factors or where the risk is negligible. Doing so could save HMRC - and 
thus the taxpayer – considerable time and money without any obvious downside. 

 
Question 11. If HMRC introduced a greater segmentation, what opportunities do 
you foresee for HMRC and business?  

 
3.21. The current segmentation of Low Risk and Non-Low Risk, which has remained largely 

unchanged since its introduction 10 years ago, is now inadequate to embrace the 
differences across the spectrum of large businesses for useful assessment by HMRC 
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given the increased complexity of business change in recent years. However, there is a 
danger in increasing complexity in the assessment of risk. 

 
3.22. AAT, therefore, supports the greater refinement of the current approach into the five 

segmented risk rating categories - low risk, moderate-low risk, moderate-high risk, high 
risk, and significant risk illustrated at 5.8 of the consultation document. 

 
3.23. The  segmentation outlined at 5.8 is comprehensive enough to embrace the range of 

risks, but in a fast changing commercial and digital world the BRR should not be confined 
to ‘box ticking’ of existing factors but should be open to new factors and subject to 
change.  

 
Question 12. What advantages should HMRC attach to these categories so as to 
reduce burden on lower risk businesses?  

 
3.24. All large businesses are now required to publish a tax strategy under Schedule 19 FA 

2016 so there is the opportunity for HMRC to use this as the basis for the initial BRR 
review.  

 
3.25. It may be that the information provided in a tax strategy will enable HMRC to allocate a 

business into the lowest risk category where appropriate without the need for asking the 
business any further questions. Also, where a business may not qualify for the lowest 
risk rating but is improving its tax compliance and tax governance then that evidence of 
improvement may be sufficient for HMRC to keep a watching brief until a later year 
without intervention with the company. 

 
3.26. The statement at 5.6 of the consultation document that “Customers don’t necessarily 

know where in the compliance risk spectrum they lie, and if they do not seek Low Risk 
treatment they may not have any benchmark or objective which might improve their 
overall compliance.” is significant. It runs counter to HMRC aim at condoc 2.13 to, in all 
cases, develop an open and collaborative relationship with the taxpayer to manage the 
tax compliance risk of the large businesses. Communicating HMRC’s view of the 
business risk rating may enable the business to evaluate where it stands in an HMRC 
risk rating and possibly be an incentive to reduce their risk rating. 

 
Question 13. HMRC is encouraging businesses to adopt lower risk behaviours. 
Can you identify anything else that would further encourage lower risk businesses 
to maintain or adopt lower risk behaviours?  

 
3.27. Currently, the CRM will not usually carry out another formal BRR for 2 to 3 years if the 

large business is classified as Low Risk. Starting with a comprehensive and transparent 
published tax strategy, businesses have the incentive to demonstrate Low Risk 
classification. This forms the basis whereby businesses have the opportunity to control a 
reduced burden of oversight and demand by HMRC for further information 

 
Question 14. For those businesses at the higher end of the risk spectrum, what are 
the opportunities to encourage lower risk behaviours? This could include adopting 
a Code of Practice on for the highest-risk customers, similar to the Code of 
Practice on Taxation for Banks (a link to the code can be found here). 

 
3.28. AAT agrees that the adoption of a Code of Practice similar to the Code of Practice for 

Banks would be an opportunity for businesses to reduce their high risk profile. As 
mentioned in paragraph 3.27 above, this might start with a comprehensive and 
transparent published tax strategy businesses to demonstrate Low Risk classification.  

 
3.29. As stated at 5.6 in the consultation document “customers do not necessarily know where 

in the compliance risk spectrum they lie…. and may not have any benchmark or 
objective which might improve their overall compliance”. A Code of Practice allied to a 
detailed tax strategy would be an opportunity to reduce business high risk classification. 

 
Question 15. Do you agree that for a business to be classified by HMRC as low risk 
it should be expected fulfil the requirements set out for a TCF?  
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3.30. AAT agrees that for a multinational business to be classified by HMRC as low risk it 
should be expected to fulfil the requirements set out for a Tax Control Framework (TCF). 

 
3.31. The importance of a TCF is its ability to provide a verifiable assurance that the 

information and returns submitted by a taxpayer are both accurate and complete.  
OECD’s Forum on Tax Administration’s Large Business Programme (FTA LBP) has 
reported the importance of TCF within multinational enterprises, as a key part of the 
internal controls that assures the accuracy and completeness of the tax returns and 
disclosures made by an enterprise.  

 
Question 16.  Does HMRC’s existing BRR process already encapsulate the content 
of a TCF (and more)? If you consider there are any missing areas, please explain.  

 
3.32. The content of a TCF complements HMRC’s existing BRR process for multinational 

companies.  The statutory requirement to publish tax strategies also provides more 
information before BRR considerations. 

 
Question 17. Are there any others areas of the BRR that HMRC should consider as 
part of the review of the BRR? 

 
3.33. AAT recommends that HMRC consider more openness in its collaboration with the 

business to address the issue identified that “customers don’t necessarily know where in 
the compliance risk spectrum they lie” (consultation document 5.6). HMRC needs to fully 
advise customers where they stand in the compliance risk spectrum.  

 
3.34. More collaborative communications between CRMs and the customer coupled with the 

explanations of the Code of Practice referred to in paragraph 3.28 would provide a 
means of explaining to businesses the requirements for Low Risk classification. 

 
3.35. Time spent now in reciprocal transparency between customers and HMRC would 

persuade many large businesses that a comprehensive tax strategy could benefit 
businesses in reducing the burden of HMRC interventions whilst benefitting  HMRC in 
saving time and resources. 

 
4. About AAT 
 

4.1. AAT is a professional accountancy body with over 50,000 full and fellow members and 
90,000 student and affiliate members worldwide. Of the full and fellow members, there 
are over 4,250 members who are licensed to provide accountancy and taxation services 
to individuals, not-for-profit organisations and the full range of business types. 

 
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 questions or would like to discuss any of the points in more detail then please 
contact Aleem Islan, AAT Technical Consultation Manager, at: 

 
E-mail: consultation@aat.org.uk   Telephone: 020 7397 3088  

 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
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