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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 on the “Deduction of income tax from interest: 
peer-to-peer lending” (condoc), released on 15 July 2015. 

 
1.2. AAT is submitting this response on behalf of our membership and from 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 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. AAT welcomes this consultation which proposes changes to the rules for deduction of 

income tax at source with regard to the obligation to deduct income tax from interest paid 
on loans made through peer-to-peer (P2P) platforms. 

 
2.2. AAT recommends that the P2P platforms should not be required to deduct tax from 

payments of interest made to their lenders.  
 

2.3. It is AAT’s consideration that such a move would not be in line with the Chancellor’s 
pronouncement at the time of the March 2015 Budget that “the Personal Savings 
Allowance will be introduced from 6 April 2016; and from the same date, banks and 
building societies will no longer deduct tax from payments of interest to their depositors”1 
(3.6.4, below).  

 
2.4. AAT outlines the rationale for this recommendation in 2.2 (above) in the response given 

to question 3 (below). 
 

 
3. AAT response to the consultation document on the “Deduction of income tax from 

interest: peer-to-peer lending” 
 

Q.1 – Do you agree that the rules should be amended so that a borrower should 
treat all of the interest they pay on a P2P loan in the same way even when that loan 
is funded by investment from multiple lenders? Please explain why.  

 
3.1. AAT supports the premise in Q1 that the existing rules should be amended to enable a 

borrower to treat all of the interest they pay in respect of a P2P loan arrangement that 
they might have entered into in exactly the same way for the following reasons: 
 

                                                      
1 Page 2 of Deduction of income tax from savings income: implementation of the Personal Savings Allowance 
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3.1.1. It is entirely possible for borrowers making a single payment of interest to face 
the overly complex situation, whereby some of the payment is required to be 
made under deduction of withholding tax and some not. “This makes it very 
complicated for a borrower to work out what their obligations are and how to 
comply with them” (para 25, section 2, condoc) 

 
3.1.2. Indeed, AAT would go further than the comment made in para 26 (section 2, 

condoc) which states, “In addition, in some cases the borrower will not know 
the identity of the lenders which fund the loan that they are paying the interest 
on. This is confidential customer information held by the platform.”  It is AAT’s 
view that in almost all instances of P2P lending the borrower is unlikely to know 
the identity of the lender(s). 

 
3.2. Taking into account the scenario outlined in 3.1.1 (above) and the opacity of the 

borrowing process (3.1.2, above), for the sake of simplification in taxation and of 
reducing the administration burden borne by business, AAT agrees that the rules should 
be amended to enable borrowers to be able to treat all interest they pay on a P2P loan in 
the same way. 

 
Q.2 – Do you agree that the rules should be amended so that a lender will receive 
all of the interest that they receive from their P2P portfolio in the same way? 
Please explain why. 

 
3.3. For the reasons set out in the response given to Q1 (above), AAT agrees that the rules 

should be amended so that a lender will receive all of the interest arising from their P2P 
portfolio in the same way. 
 

3.4. AAT cites the reason given in para 27 (section 2, condoc) that, “If tax is deducted from 
some payments of the interest that they (lender) receive and not others, it can be 
complex for the lender to work out how much of their income has already been taxed”, in 
support of this agreement to Q.2.  

 
3.5. If the rules were amended in the way set out in Q2, the changes could be seen as a 

positive step along the road to the simplification of tax. 
 

Q.3 – Do you agree that the rules should be amended so that any deduction of tax 
should be made by the P2P platform and not by the borrower? Please explain why.  

 
3.6. AAT does not agree that the rules should be amended so that any deduction of tax 

should be made by the P2P platform for the following reasons:  
 
3.6.1. If the approach mooted in Q3 were to be adopted it could act as a barrier to new 

entrants to the P2P industry which, as noted in para 35 (section 3, condoc) “is 
experiencing rapid growth and change”. 

 
3.6.2. As set out in para 36 (section 3, condoc) “if the obligation to deduct tax is placed 

on the platform only, then this could constrain development of the (P2P) market”. 
 
3.6.3. Indeed para 32 (section 3, condoc) acknowledges “the platforms do not disclose 

the identities of the lenders or borrowers” and latterly states “this can make it 
very difficult, or even impossible, for the borrower to properly apply the 
legislation.” 

 
3.6.4. In AAT’s view the proposal contained in Q3 runs counter to the government’s 

announcement in the Budget (18 March 2015) which is outlined in the “Scope of 
the consultation” (page 2) of the consultation document on “Deduction of income 
tax from savings income: implementation of the Personal Savings Allowance”2 
that a Personal Savings Allowance will be introduced from 6 April 2016 and that 

                                                      
2 Deduction of income tax from savings income: implementation of the Personal Savings Allowance3 Figures correct as at 30 
June 2015 
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from the same date, banks and building societies will no longer be required to 
deduct tax from payments of interest made by them to their depositors. 

 
3.7. Taking all of the above into account, if the government still wishes to maintain a 

deduction of tax on interest paid system then AAT acknowledges that the P2P platform 
“is the only entity in the arrangement who holds the details required needed to apply the 
legislation correctly” (para 33, section 3, condoc). 

 
Q.4 – Do you think that it would be appropriate for any change to the rules to also 
allow for any obligation to deduct tax to apply to other intermediaries? Please 
explain why.  

 
3.8. Taking into account the response given to Q3 (above), and extending it to “other 

intermediaries” for the reason set out earlier in this response document, AAT does not 
consider any such change is required.  
 
Q.5 – Do you agree that the rules should be amended so that the test for whether 
tax should be deducted on P2P interest payments should only be the identity of 
the lender and not the identity of the borrower? Please explain why. 

 
3.9. Taking into account AAT’s responses to Q2 and Q3 (above), and therefore being mindful 

that AAT is not supportive of the withholding of tax on interest payments in respect of 
P2P loans, it would seem sensible from an administrative point of view that the 
determining factor in respect of when to withhold tax from an interest payment to be 
linked to the lender and not the borrower.  
 

3.10. AAT notes the comment in para 44 (proposals section, condoc) that, “Broadly, income 
tax would be deducted at source if the lender was an individual, or was based overseas.” 
However, if individuals based overseas were treated like individuals in the UK and 
received gross interest then this may result in: 

 
3.10.1. a disadvantage to the Treasury in terms of a reduction in tax receipts 
 
3.10.2. An advantage to the UK economy in terms of an increase in inward investment 

and an advantage in terms of a further simplification of the tax system. 
 

3.11. If the expected reduction in tax receipts in 3.10.1 (above) is likely to be insignificant AAT 
recommends that further consideration be given to treating individuals based overseas 
on the same basis as individuals in the UK in terms of received gross interest. This may 
improve inward investment and would result in a further simplification of the tax system. 

 
Q.6 – Do you think that the rules should be amended so that whether tax should be 
deducted on P2P interest payments is no longer linked to the duration of the loan? 
Please explain why.  

 
3.12. As stated earlier in this response (3.3 – 3.6, 3.14 & 3.15, above), AAT does not consider 

that tax should be withheld from interest paid in respect of P2P loans irrespective of their 
duration. 

 
Q.7 – If you do not agree with these amendments [Q.4, Q.5 and Q.6], what other 
criteria do you think should the obligation to deduct tax should depend on? Please 
explain why. a) Identity of the borrower b) Duration of the loan c) other [please 
specify]  

 
3.13. AAT has covered these points in the responses given to Q4, Q5 and Q6 (above). 
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Q.8 – Would allowing the return and payment of tax deducted on P2P interest on 
an annual basis rather than a quarterly basis make it easier to deduct the correct 
amount of tax (from the total amount of interest that the lender is treated as having 
received from their P2P portfolio in the year)? Please explain why.  

 
3.14. After taking into account the comment made in 3.19 (below), given the complexity faced 

by the borrower in establishing when to withhold tax, as set out in 3.1.1 (above) for 
instance, because it is a challenge for the borrower to know the lender’s identity (3.1.2 & 
3.9, above), AAT cannot see any real benefit in shifting from a quarterly to an annual 
basis of accounting for the tax withheld.  
 

3.15. AAT acknowledges that a minor reduction in the administrative burden borne by lenders 
and which is associated with the completion and remittance of the withheld tax and 
supporting information has to exist if it is moved from a quarterly basis to an annual 
requirement. 

 
Q.9 – Alternatively would it be simpler if parties responsible for deduction of tax 
on P2P interest were subject to the same quarterly return and payment 
requirements as those responsible for deduction of tax from other forms of 
interest? Please explain why. 

 
3.16. Any benefits that might accrue from the alignment of the P2P rest regime with those in 

respect of other forms of interest would be minimal if any were to arise at all.   
 

3.17. See also the response given to Q8 for further context on why AAT does not see the 
possible alignment of filing requirements to be of anything other than minor/insignificant 
benefit. 

 
 
4. Conclusion 

 
4.1. AAT recommends that the P2P platforms should not deduct tax from payments of 

interest to their lenders which is in line with the government announcement at the March 
2015 Budget that “the Personal Savings Allowance will be introduced from 6 April 2016; 
and from the same date, banks and building societies will no longer deduct tax from 
payments of interest to their depositors” (3.2, above). 
 

4.2. AAT recommends that if the reduction in tax receipts in 3.10.1 (above) is not significant 
then further consideration is given to treating individuals based overseas on the same 
basis as individuals in the UK in terms of received gross interest, which may improve 
inward investment and would result in a further simplification of the tax system (3.11, 
above). 

 
  
5. About AAT 
 

5.1. AAT is a professional accountancy body with over 49,300 full and fellow members and 
76,4003 student and affiliate members worldwide. Of the full and fellow members, there 
are over 4,100 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. 

 
  

                                                      
3 Figures correct as at 30 June 2015 
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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@palmerco.co.uk 

 
telephone: 020 7397 3088  

 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
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