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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to 

respond to HMRC consultation “Tackling the hidden economy: extension of data 
gathering powers to Money Service Businesses” (MSBs), released on 26 August 2016. 

 
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 not attempted to comment on internal formatting and data holding of MSBs.  
 

1.4. AAT has added comment in order to add value or highlight aspects that need to be 
considered further.  

 
1.5. AAT has focussed on the operational elements of the proposals and has provided 

opinion on the practicalities of implementing the measures outlined.  
 

1.6. 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 AAT’s licensed accountants. 

 
 
2. Executive summary and conclusions 

 
2.1. This consultation document (condoc) relates to changes to HMRC’s data-gathering 

powers to obtain additional data from money service businesses in order to help tackle 
the hidden economy. 

 
2.2. The government is considering legislation to extend HMRC’s data gathering powers to 

obtain data from money service businesses on customers who use their services and 
their aggregate transactions, in order to identify businesses trading without being 
registered with HMRC. This consultation invites views on the scope of potential changes, 
the best approach to delivering them in legislation, and ways to minimise the cost of 
compliance. 

 
2.3. This consultation concerns the proposal to extend HMRC’s bulk data gathering powers to 

include data held by money service businesses (MSBs) relating to their customers’ 
identities and aggregate transactions through an MSB. This would allow HMRC to better 
check the accuracy of declarations that customers make about their tax, and identify 
non-compliant customers who are using MSB services to hide their income and operate 
in the hidden economy. 

 
2.4. Legislation already enables HMRC to ask for bulk data gathering from banks, building 

societies and merchant acquirers and AAT supports government proposals to extend 
these powers to include MSBs. (para 3.1, below).  

 
2.5. AAT gives views how these powers might best be legislated (paras 3.1, 3.4 & 3.6, below) 
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2.6. This is one of three consultations on hidden economy measures issued concurrently. 
The others are (to which AAT is responding): 

 Conditionality – defined as the principle of making access to licences or services 
for businesses conditional on them being registered for tax and 

 Hidden economy sanctions – exploring the potential for new penalties and 
sanctions to tackle hidden economy participants including those who have already 
been penalised for deliberate non-compliance, but have not changed their 
behaviour. 

 
2.7. AAT notes the term MSB is defined as “an undertaking which by way of business 

operates a currency exchange office, transmits money (or any representations of 
monetary value) by any means or cashes cheques which are made payable to 
customers”

1
. 

 
 

3. AAT response to the HMRC consultation “Tackling the hidden economy: Extension of 
data gathering powers to Money Service Businesses” 
 
Question 1: What are your views on the proposed inclusion of MSBs as “relevant data-
holders”? Is there a better route for HMRC to achieve the aims of this proposal? 

 
3.1. AAT supports government proposals to include MSBs as a new category of “relevant 

data-holder” under Schedule 23 to the Finance Act 2011 (sch 23) with regulations 
specifying what “relevant data” HMRC may require from MSBs about both customers 
and customers’ transactions through the MSB. 

  
3.2. AAT is supportive of all reasonable government measures to counter the hidden 

economy on the basis that the majority of taxpayers comply with their tax obligations. 
 

3.3. AAT notes HMRC’s operational experience that some hidden economy businesses trade 
primarily in cash using MSBs, particularly money transmission and cheque cashing 
services, in an attempt to hide their income (condoc, 3.4). 

 
3.4. AAT does recognise the historic data gathering powers used by HMRC, previously in SS 

13 to 19 Taxes Management Act 1970. These powers were transferred to Schedule 23 
Finance Act 2011.  AAT considers that the inclusion of MSBs is a reasonable addition. 

 
3.5. It is understood that the ever changing pattern of money service requires HMRC to 

extend data gathering to encompass data on MSB customers in order to target its 
compliance activity on those operating in the hidden economy. 

 
3.6. It is acknowledged that Schedule 36 Finance Act 2008 is unsuitable for the routine 

gathering of data in bulk to identify those operating in the hidden economy. 
 

Question 2: What are your views on the proposed range of persons and businesses 
which the measure will cover, including different types of MSB? Are there businesses 
conducting substantially similar activities to MSBs that do not fall within this range?  

 
3.7. The government’s proposals to extend bulk data gathering powers to MSBs such as high 

street money transmission and cheque cashing businesses to “address a specific hidden 
economy risk around the exploitation of MSBs by hidden economy businesses trading 
primarily in cash” (condoc, 4.4) are appropriate. 

 
3.8. AAT agrees with the proposal that this measure will be restricted to entities which are not 

banks or building societies, the latter having been the subject of data gathering 
legislation for many years. Also excluded are credit institutions and deposit-receiving 
institutions such as credit unions and friendly societies (condoc 4.5). 

 

                                                      
1
 Paragraph 2, Part 1 of The Money Laundering Regulations 2007 
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Question 3: What are your views on whether the proposed definition captures the full 
range of businesses which HMRC proposes to include, and no others? Is there a better 
way of defining the businesses HMRC wishes to include, or those HMRC wishes to 
exclude? 

 
3.9. AAT notes the definitions proposed to identify the MSBs which HMRC wish to include are 

from standard statutory sources such as the Money Laundering Regulations 2007, 
Prudential Regulatory Authority, Financial Services and Markets Act 2000 and EU 
Regulation 575/2013 Article 4(1) which defines the term “credit institution” as within “an 
undertaking the business of which is to take deposits or other repayable funds from the 
public and to grant credits for its own account.”  

 
3.10. It is considered that the definitions serve best to include or exclude the institutions 

mentioned at paragraphs 3.8 and 3.9 (above). 
 

Question 4: Do you agree that MSBs should already hold adequate relevant data to allow 
HMRC to meet the aims of this proposal?  

 
3.11. It is considered that MSBs should already hold adequate relevant data to allow HMRC to 

meet the aims of the proposal to allow HMRC to discover the aggregate activity of MSB 
customers.  

 
3.12. This data is identified to “include identifying details of MSB customers, such as names 

and addresses, or the registration number and registered address of business customers 
(4.12, condoc). It would also include data relating to the number and aggregated value of 
transactions by the customer through the MSB, and may include other details related to 
the transactions.” 

 
3.13. AAT agrees with HMRC undertaking always to work closely with the data-holder before a 

notice is served to ensure that the guarantees outlined in 4.10 (condoc) are met.  
 

Question 5: In relation to the customer information collected by MSBs: 
A. At what thresholds below the statutory requirement do MSBs collect and verify 
identifying customer information?  
B. How do these thresholds vary between different services, e.g. money transmission 
versus cheque cashers or currency exchangers, and between electronic and cash 
transactions?  

 
3.14. On the basis that question 5 is directed at MSBs and by definition AAT is not an MSB 

this question has not been addressed. 
 

Question 6: What systems, formats and software are used for storing customer 
information and transaction records across the MSB sector?  

 
3.15. On the basis that question 6 is directed at MSBs and by definition AAT is not an MSB 

this question has not been addressed. 
 

Question 7: What are your views on the costs and benefits of agreeing a single 
standardised data reporting format between HMRC and the MSB sector?  

 
3.16. On the basis that question 6 is directed at MSBs and by definition AAT is not an MSB 

this question has not been addressed. 
 

Question 8: What are your views on how regularly HMRC should request data from 
money service businesses?  

 
3.17. Data from money service businesses should be required on the same basis and 

regularity as data obtained from merchant acquirers in Finance Act 2013.  
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Question 9: What are your views on the potential costs to MSBs of complying with this 
proposal?  

 
3.18. AAT does not have access to data that would enable the provision of a full response to 

this question. However it is AAT’s view that the use of software would considerably 
reduce the potential costs of complying with this proposal. 

 
Question 10: How else can HMRC minimise any additional burdens placed on MSBs in 
complying with this proposed data-gathering power?  

 
3.19. AAT welcomes HMRC’s promise “to work with MSBs to agree standard data fields and 

formats, to minimise the cost of complying with a data notice.” (condoc 4.17). 
 

Question 11: HMRC would welcome views on any other potential impacts that may need 
consideration when implementing this proposal. 

 
3.20. AAT does not have any additional views to state, but welcomes HMRC’s statement that 

“data requests will not be targeted at particular groups or communities who are more 
likely to utilise MSB services. HMRC’s data-gathering activities are targeted based on a 
national picture of risks that takes account of many factors, including operational 
intelligence, data from other government departments and agencies, and tax return 
information” (5.7, condoc). 

 
 
4. About AAT 
 

4.1. AAT is a professional accountancy body with approximately 50,000 full and fellow 
members and 80,000 student and affiliate members worldwide. Of the full and fellow 
members, there are over 4,200 licensed accountants who 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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