
Association of Accounting Technicians response to the 
House of Lords Economic Affairs Committee Finance Bill 
Sub-Committee Call for Evidence on IR35  

Association of Accounting Technicians (AAT) has 4,250 licensed accountants who are providing tax 
and accountancy services to over 400,000 small businesses, including many individuals who are 
contracting. A further 45,000 AAT members are working in practice for a wide variety of public and 
private sector organisations including FTSE listed companies, many of whom will be grappling with 
IR35 rules from an employer’s perspective. As a result, AAT welcomes the opportunity to respond to 
this Call for Evidence. 

Public vs Private 

There are some minor differences to the recent application of IR35 to the public sector – a small company 
exemption, the cascading of status determination – direct to the worker, there will be a client led dispute 
resolution service and there have been welcome changes to the CEST tool, although Deloitte recently indicated 
the new CEST tool has over one million different permutations of which only 2% result in an outside of IR35 
decision1.  

HMRC is widely quoted as having stated, it has seen “no evidence of blanket IR35 determinations in the public 
sector.”2 But this is at odds with blanket determinations by the likes of Network Rail3 and TfL4 as well as written 
evidence from the Independent Health Professionals’ Association (IHPA) who in 2018 stated; “Specifically, we 
have evidence in which the issue of (unlawful) IR35 blanket determinations denying people self-
employed status, regardless of their true employment status, due to the April 2017 Public Sector Off Payroll 
(IR35) reforms was causing people to enter into so called ‘disguised remuneration’ umbrella schemes. HMRC 
has denied this will impact the NHS - this is not what their IR35 lead is saying in internal emails.”5 

Regrettably, but predictably, this pattern has been mirrored in the private sector perhaps most notably in the 
banking sector where HSBC6, Lloyds, Barclays7, JP Morgan and Deutsche Bank have all imposed blanket bans 
on third party contractors. Other industries have similarly adopted such an approach in the interests of 
minimising risks and avoiding unwanted tax bills e.g. GSK8, Tata motors9 and IBM (although IBM have 
belatedly offered some concessions in certain circumstances). 

80% of HMRC tribunals on IR35 have been lost by HMRC over the past 24 month period. If HMRC cannot get it 
right, it is not surprising that employers are struggling, and so the blanket approach is becoming an increasingly 
attractive option. 

1 Mark Groom, Partner, Deloitte Employer Services practice, 2020 
2 Contractor Tap, May 2019: 
https://contractortap.com/hmrc-refutes-blanket-ir35-determinations-at-network-rail/ 
3 Unlawful Network Rail blanket approach finds 99% of workers inside IR35, reveals FOI, May 2019: 
https://www.contractorcalculator.co.uk/unlawful_network_rail_blanket_approach_550010_news.aspx 
4 City AM, January 2017:  
https://www.cityam.com/changes-agency-contracts-could-push-out-temporary-transport/ 
5 IHPA evidence to Economic Affairs Finance Bill Sub-Committee November 2018:  
https://publications.parliament.uk/pa/ld201719/ldselect/ldeconaf/242/24214.htm 
6 Contractor UK, December 2019: 
https://www.contractoruk.com/private_sector_ir35_reform/company_positions_ir35_private_sector_reform_april_2020.html 
7 Personnel Today, Barclays and GSK impose blanket off-payroll ban, October 2019: 
https://www.personneltoday.com/hr/barclays-and-others-urge-contractors-to-go-paye/ 
8 Personnel Today, Barclays and GSK impose blanket off-payroll ban, October 2019: 
https://www.personneltoday.com/hr/barclays-and-others-urge-contractors-to-go-paye/ 
9 Contractor UK, December 2019: 
https://www.contractoruk.com/private_sector_ir35_reform/company_positions_ir35_private_sector_reform_april_2020.html 
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Small businesses 
 
Approximately 60% of AAT’s 140,000 members either work for or run their own SME. In addition, AAT’s 4,250 
directly licensed accountants provide tax and accountancy services to over 400,000 small businesses. It would 
therefore seem logical that AAT would support the small companies’ exemption created by Government. 
 
The exemption from IR35 for small businesses was superficially attractive but the decision to use the definition 
of “small” under the Companies Act created additional problems. This is because the Companies Act allows for 
a small subsidiary of a large group to be classified as “small”, meaning that large companies would have been 
free to evade the new off-payroll working rules by forming small, exempt subsidiaries, whose sole purpose 
would have been to engage contractors. 
 
HMRC has addressed this initial oversight by inserting additional anti-avoidance wording into the revised 
legislation. As a result, this has created yet another layer of complexity. It remains unclear whether the rules 
here are sufficiently robust to prevent avoidance.  
 
Delaying IR35 implementation 
 
AAT urged HMRC and HM Treasury to delay implementation of the off payroll rules in the private sector until 
April 2021 instead of April 2019 when submitting its response10 to their consultation published in May 2018.  
  
The subsequent announcement of a one year delay until April 2020 may not have gone as far as AAT would 
have liked but was welcomed as an improvement on what was originally proposed. 
  
In recent weeks, the Chartered Institute of Tax, ICAEW and ACCA have all called for a further delay until April 
2021. AAT has not joined these bodies because we do not believe doing so is credible. 
  
Having already postponed IR35 once and with only weeks to go until IR35 takes effect in the private sector, 
AAT recognises it’s highly unlikely that Government will grant any further delay.  
  
The most realistic, sensible and helpful way forward is therefore for Government to confirm a 12 month “soft 
landing” period whereby no penalties or fines will be imposed on anyone who can demonstrate they have taken 
all reasonable steps to comply. 
  
This option was discussed at the AAT Tax Panel meeting in December 2019 where members were in broad 
agreement with such an approach. The tax panel consists of a diverse range of senior tax professionals from a 
wide range of organisations. Similarly, the issue was discussed in January 2020 at the AAT Payroll Panel which 
includes senior payroll professionals from a very broad range of organisations, and again there was broad 
support for the idea of a soft landing. 
  
As a result, AAT has strongly urged the Government to confirm a soft landing period as soon as possible and 
urges the House of Lords Finance Bill Sub-Committee to call for the same.  
 
This type of flexible safety net is essential in providing some certainty and reassurance to employers and 
contractors alike whilst preserving the Government’s commitment to proceed with the changes from April 2020.  
 
HMRC Responsiveness 
 
AAT welcomes HMRC’s recent announcement that the new IR35 rules in the private sector will only apply to 
payments made for services provided from 6 April 2020 onwards because considerable uncertainty existed as 
to when employers should be making these changes and many had been working on the basis that they take 
effect at least one month prior to April 6 given monthly payments.  
 
 
 
 
 

 
 
 
 
10 AAT submission to HMRC/HM Treasury 2018 consultation on IR35: 
https://www.aat.org.uk/prod/s3fs-public/assets/Off-payroll-working-in-the-private-sector.pdf 

https://www.aat.org.uk/prod/s3fs-public/assets/Off-payroll-working-in-the-private-sector.pdf


 
However, this announcement was made on 7 February 2020, less than two months before the off-payroll rules 
were due to come into force. AAT members had raised this issue over a year ago and numerous other bodies 
had done so too. AAT enjoys a good working relationship with both HMRC and HM Treasury and believes that 
in many cases it does extremely well to amend policy proposals on the basis of evidence and stakeholder 
feedback.  
 
However, this latest IR35 change serves as a further example of a failure to listen to stakeholders and take 
action where there is overwhelming evidence of a need to do so. Whether that is the responsibility of civil 
servants of Ministers is unclear but what is certain is that such last minute changes could easily have been 
avoided by a more proactive department that was genuinely willing to not just listen to stakeholder’s concerns 
but act accordingly.  
 
In recent years, there has been a number of last minute changes implemented by HMRC for example, to Child 
Benefit tax charges, Making Tax Digital, the VAT Domestic Reverse charge and the Contractor Loan charge – 
all of which were welcome and positive developments but could easily have been made much earlier to save 
employers, employees and HMRC staff significant resources, time and anxiety.  
 

Whilst such examples are by no means indicative of all policy decisions, their increasing frequency does 
suggest that some kind of reform within HMRC would be beneficial. Whether that means earlier consultation, 
more meaningful consultation or a mechanism whereby any significant stakeholder concerns are brought to the 
attention of Ministers at an earlier stage, is a matter for the sub-committee, and ultimately the department to 
consider but AAT recommends this at least be given some consideration. 
 

Big picture 
 

While entirely appropriate for engagers to be free to determine the status of those they engage, it is clearly 
unfair that some individuals are taxed as if they are employees, but do not have the rights of employees. It is 
equally unfair on the general taxpayer that some contractors have avoided paying a reasonable sum of tax from 
the work that they undertake. Indeed, as far back as 2016, AAT highlighted that billions in tax could be 
collected if the tax system kept pace with recent changes in working practices11. 
 

Despite incurring a substantially lower tax charge, the self-employed or owner managers of companies have 
access to exactly the same level of public services, which, given the tax variance, does not seem either fair or 
reasonable. Furthermore, the impact on the tax base is significant and increasing. The Treasury is losing 
substantial sums that could be invested in public services or deficit reduction, according to current trends this 
will rise to £4.4billion by 2021-202212. 
 

As AAT has noted before, there are also serious longer term implications for individuals and the economy as a 
whole as a result of self-employed people, who would previously have been employed, receiving no pension 
contributions and being far less likely to make their own financial provision for their retirement. In years to come 
there is likely to be a considerable cost to the state in providing a basic level of financial security for this 
growing group of individuals. 
 

Put simply, the UK tax and employment law regimes are not equipped to cope with the modern labour market. 
The employment intermediary legislation commonly referred to as IR35 is twenty years old and has consistently 
failed to resolve the wholesale non-compliance it was put in place to address. 
 

A holistic review of employment law and taxes is urgently required and closer alignment, that adequately 
reflects the proliferation of flexible working practices identified by Matthew Taylor in his “Good Work” report, is 
essential. 
  
 
 
 
 
 
 

 
 
 
 
11 AAT response to the Office for Tax Simplification Focus Paper on the Gig Economy, 2016: 
https://www.aat.org.uk/prod/s3fs-public/assets/The-Gig-Economy.pdf  
12 Autumn Statement 2016:  
https://www.gov.uk/government/speeches/autumn-statement-2016-philip-hammonds-speech 

https://www.aat.org.uk/prod/s3fs-public/assets/The-Gig-Economy.pdf


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: 

 

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

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

Wednesday 19 February 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

                               
 


