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1. Introduction 

 
1.1. The Association of Accounting Technicians (AAT) is pleased to respond to the HMRC 

consultation “Taxation of employee expenses call for evidence”, published in 2017.   
 

1.2. AAT is submitting this response on behalf of our membership and for the wider public 
benefit of achieving the sound and effective administration of taxes.   

 
1.3. AAT has commented in order to add value or highlight aspects on the practicalities of 

implementing the measures outlined that need to be considered further and focussed on 
the operational elements of the proposals.  

 
1.4. 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 4,250 licensed accountants.   

 
 
2. Executive summary  

 
2.1. AAT is pleased to note that the government does not plan to remove tax-relief on 

employee expenses.  Employees not fully reimbursed by their employers must be able 
claim tax relief for expenses incurred wholly, solely, exclusively and necessarily in the 
performance of their duties. 
 

2.2. AAT would fully support actions to reduce the current burden associated with the 
administration of expense claims or to provide greater clarity. Currently there is a 
divergence in the treatment of expense claims by employers, with different categories of 
worker receiving different treatment.    

 
2.3. Employees’ general lack of awareness and/or understanding of the current expense 

claims process has led to the development of a claims-repayment industry.  As 
referenced in the condoc (1.1) there has been a 25% increase in tax-relief claims since 
2009-10. 

 
2.4. AAT would not support proposals to remove or restrict an employer’s ability to pay 

flat rate allowances. These allowances are important in industries where employers are 
regularly away from the main workplace. Such proposals would lead to an increase in the 
administrative burden for both the employers and employees affected.  

 
2.5. AAT would support a wholesale review of HMRC’s travel and subsistence guidance 

and would be happy to contribute to such a review. The current version is unduly 
burdensome, complicated and unnecessarily difficult to understand. 
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3. AAT response to the consultation paper 
 

3.1. The following paragraphs outline AAT’s response to the proposals outlined in the 
consultation paper, only those sections/questions where AAT has a comment to make 
have been listed. 

 
Question 1: What expenses do employers pay for or reimburse? 
• Does this vary between employees, for example, employees on different salaries 

or on different types of contract? 
• Are there different practices in different sectors? 
• Please set out your expense policy if applicable. 

 
3.2. Expenses paid or reimbursed by employers depend on factors such as employer type, 

their industry sector, the size of their business and employee type. There are significant 
expense policy differences between the service, banking and professional sectors, 
compared to those in charity, public or manufacturing sectors.  
 

3.3. Higher paid employees are frequently reimbursed, at the highest permissible rate, for all 
employment-related expenses incurred, unlike many counterparts working in a more 
traditional blue-collar environment. 

 
3.4. In general, the larger an employer, the more streamlined the expense-claiming process. 

This will usually be underpinned by an expenses policy informing employees over what 
they can and cannot claim.   

 
3.5. The situation is very different at the smaller end of the business spectrum where many lack 

a structured expense claiming regime or underpinning policy.  Nevertheless smaller 
employers are still likely to have a reasonable understanding of what constitutes a 
business expense and only reimburse allowable expenditure. 

 
3.6. All employers will want to keep a close eye on their employees’ expense outlay to help 

ensure value for money in respect of every transaction.   
 

3.7. Other factors that employers will consider with respect to expenses, include employee 
motivation and engagement and the macro economic climate. For example, it is generally 
accepted that fraudulent expense claims increase during a recession. 

 
3.8. Charity and manufacturing sector employees are often expected to bear incurred expenses 

and to claim tax relief as a partial offset, particularly in respect of uniforms, overalls and 
safety apparel, or through a restriction on their ability to make a full mileage claim.  

 
3.9. Traditionally employers such as estate agents, travel agents, care homes and retailers will 

reimburse negligible expenses.  
 

3.10. Some public-sector departments reimburse owners for the business of their cars at full 
AMAPS rates, whereas others do not. The latter leading to the need for an employee to 
claim tax relief. AAT considers that this should be addressed through a statutory 
requirement that all public-sector organisations should pay the full rate. Such an approach 
would address an unacceptable anomaly, delivering greater fairness and providing 
certainty. 

 
3.11. It is worth drawing attention to zero-hour-contracts given their increasing use and frequent 

negative commentary. The CIPD stated in December 2015 that, “Zero-hours contracts 
have sometimes, it seems, been singled out as an especially unfair form of employment. In 
our view, this is unjustified. Our research shows that zero-hours contracts appear to work 
well for many of those on them.”1  

 
3.12. Furthermore, working hours aside, in most circumstances those on zero-hours-contracts 

accrue the same rights, enjoy the same protection and benefits as any other worker.  Pay 
for work-related travel is usually the same as for regular workers. However, more work is 

                                                      
1 https://www.cipd.co.uk/Images/zero-hours-and-short-hours-contracts-in-the-uk_2015-employer-employee-perspectives_tcm18-
10713.pdf  

https://www.cipd.co.uk/Images/zero-hours-and-short-hours-contracts-in-the-uk_2015-employer-employee-perspectives_tcm18-10713.pdf
https://www.cipd.co.uk/Images/zero-hours-and-short-hours-contracts-in-the-uk_2015-employer-employee-perspectives_tcm18-10713.pdf
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needed to draw both employers and employees’ attention to these facts to ensure that 
employees are not missing out.  

 
3.13. Finally, it should be noted that many companies, including AAT, have created corporate 

accounts with travel companies and hotels to reduce the need for employees to make 
expense claims as well as to deliver cost saving benefits for the employer.  

 
Question 2 
How do employers set expense policies? For example, is the type and level of 
expenses that will be reimbursed set out in contracts, through informal 
arrangements or on a case by case basis? 
• What are the main factors employers consider when deciding whether to 

reimburse an expense? 
• If employees are incurring expenses that would be eligible for tax relief, why 

might the employer not reimburse the expense or not reimburse the expenses in 
full? 

• What do employers who don’t reimburse tell their employees about claiming tax 
relief? 

 
3.14. It is exceptional for expense policies to be set out in employment contracts. In fact, most 

contemporary employment contracts only contain the clauses which are deemed 
necessary by statute (ERA 1996 et seq.) 
 

3.15. As previously observed many businesses formulate their expense policies over time, for 
example by obtaining a copy of an expenses policy from another business and then 
tailoring it to their own needs.  

 
3.16. Some companies, including AAT, have multiple expense policies; AAT has separate 

policies for head-office-staff, its Council (Board of Trustees) and for its Regional Account 
Managers.   

 
3.17. While many SMEs do not have clearly defined or written policies, employees have an 

informal understanding of what their employers will allow them to reclaim. 
 

3.18. Most large businesses retain qualified finance directors or financial controllers who will be 
aware of the issues around the reimbursement of employee incurred expenses and how to 
manage them. The same cannot be said for many SMEs. Indeed the further down the 
small business scale one looks, the bigger the challenges.  

 
3.19. SME owner mangers are most likely to seek advice in relation to their expenses policy 

from their accountants,  solicitors or trade bodies such as their local Chambers of 
Commerce or the Federation of Small Businesses . Many trade unions offer free pro-forma 
claim forms and advice as to what a business can pay in terms of business expenses 
which attract tax relief as part of membership.  

 
3.20. In addition, employers can look to organisations such as the Low Income Tax Reform 

Group (LITRG) and Citizens’ Advice can assist otherwise unrepresented employees with 
claims for tax relief. 

 
3.21. An employer might choose not to reimburse an expense or choose not to reimburse it in 

full because of cost control issues or simply because an existing expenses policy dictates 
this. Cost is very often the main justification for restricting claims. Employers are aware 
that expenses are eligible for tax relief and often state this in their policies as this will save 
them time and money in reduced administration. 

 
3.22. A main factor any employer considers when deciding whether to reimburse an expense 

other than cost is that of employee expectation. In certain businesses, professional 
services being an example, employees would immediately become disengaged if they 
perceived their employer was not reimbursing them for costs incurred during their 
employment. 

 
3.23. In general employers do not want to reimburse private expenditure. Although, out of 

ignorance there are minor exceptions, for example parking fines are sometimes mistakenly 
treated as a business expenses. 
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3.24. Some employers are more generous than others for instance, the professional services 

sector i.e. accountants and lawyers, are more likely to reimburse all business expenses 
incurred in full. They also have more all encompassing expense policies.  

 
3.25. In contrast, education, manufacturing and third sector employers often restrict expenses 

and/or promote the availability of the tax relief as a way for their workers to recover part of 
the costs that they incur. 

 
3.26. Small employers operating in the trade sector, such as plumbing and carpentry are usually 

aware of an employee’s ability to obtain tax relief. Rather than making reimbursement 
themselves they choose to pass this information on to employees. Often on an informal 
basis such as during a team meeting or via an internal memo. It is then left up to the 
individual to research and pursue a tax recovery claim in his or her own right.   

 
Question 3 
Do employers pay for employee expenses with cash allowances rather than 
reimbursing specific expenses? 
• If so, what factors do employers consider when offering a cash allowance 

including how much they decide to give? 
• Do employees receiving a cash allowance claim for relief on expenses? 

 
3.27. Public sector employers frequently chose to pay cash allowances as a way to limit their 

exposure to incurring costs . In such scenarios, an employee can choose whether they 
claim tax relief in excess of cost incurred.  However, many employees are unaware of the 
additional tax relief and only become aware that they can claim when they are informed by 
a colleague, friend, employer or tax agent.   
 

3.28. Cash allowances, as a means of restricting cost and ensuring consistency across the 
board for all workers, are also commonplace in the private and third sectors.  

 
3.29. Employees’ lack of understanding and awareness has led to a growth in the number of 

high volume repayment agencies (HVRAs) whose modus operandi is to approach 
employers or their employees to offer to prepare mass tax relief claims on a no-rebate-no-
commission basis.  

 
3.30. Few employees go to the trouble of researching, via the Gov.UK website for example, to 

establish how to make a tax repayment claim themselves. 
 

Question 4 
What work expenses do employees normally incur? Please include any data you 
have on which expenses employees claim for reimbursement from their employer 
and how frequently employees do this. 

 
3.31. The most frequently claimed forms of expenditure are mileage, rail and air fares, 

subsistence and hotel costs. 
 

3.32. The range and type of expenses employees incur is entirely dependent on their 
role.  Some employees, for example engaged in retail or working in a call centre 
environment are unlikely to incur business-related-expenses during their working lives as 
they do not need to incur any travelling costs, whereas senior executives within those 
businesses, or persons engaged to undertake sales work are likely to incur significant 
costs as they attend face to face meetings regularly.   

 
Question 5 
Do employees expect their employers to reimburse expenses? 
• What factors does this depend on, for example, does the size of the organisation 

or sector influence employees’ expectations? 
• Do employees influence their employer’s expense policy and does whether an 

employer reimburses or not impact the retention and recruitment of employees? 
 

3.33. Employees should be entitled to expect their employers to reimburse business related 
expenses.  In many instances they will be disappointed or even become demotivated on 
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learning that an employer is not prepared to fully reimburse for business related 
expenditure.  
 

3.34. It would help to address this situation if, on commencement of employment, employees 
were furnished with relevant facts applicable to his or her role and their rights and 
responsibilities so that they are able to understand all aspects of their appointment or 
future appointment at the time of signing a contract of employment. If adopted it would 
create an expectation on the employee's part that he is to be reimbursed for any business 
expenses he or she incurs during his work. 

 
3.35. Recruitment and an employer’s brand reputation are only affected should an employer 

choose to publicise the fact that they do not reimburse expenses that employees would 
otherwise reasonably expect to be reimbursed for early in the recruitment 
process.  Reputationally, an employer could suffer if the rumour mill, for example, in a town 
where an employer is based, is circulating information regarding that employer's reluctance 
or refusal to pay certain expenses.  

 
3.36. However, many employers fail to provide employees with information covering their 

expenses policy on commencement of employment. This is often the case for those 
working for smaller employers, as information tends to be less formally communicated to 
workers in these businesses.   

 
3.37. In exceptional circumstances employees have been known to influence an employer's 

expenses policy, usually only in scenarios where the employee-voice is powerful.  
 

3.38. For example, where there is a strong trade union presence or where there is an employee 
representative at Board level or an influential HR department.  Even in such instances, any 
change to an expense policy would need to be reviewed with many considerations in mind 
such as equality, discrimination, taxation, cost, contract law, and consistency with other 
policies across the business, etc. 

 
Question 6 
What evidence are employees expected to provide to their employers of their 
expenses? 

 
3.39. Employees are normally expected to evidence their expenses claims with receipts, not 

least for the purpose of the recovery of the associated VAT input tax incurred.  In instances 
of car mileage claims a signed statement of confirmation is usually required to evidence 
that the expense was incurred on business related activities, the individual was correctly 
insured and permitted to drive the vehicle in question. 
 

3.40. Although there are exceptions, especially with smaller employers, most employees are 
required to complete an expense claim form detailing the nature and date of the  incurred 
expense and the amount involved.   

 
3.41. Where an employee has use of a “company” credit card the end-of-month statements are 

expected to be checked and verified and matched to the original receipts.   
 

3.42. Larger organisations often centralise travel arrangements, which are pre- authorised often 
electronically, by a manager. 

 
3.43. Increasingly, HR or finance software includes an expense claim section which employees 

must use to recover the expense costs incurred. 
 

Question 7 
Do employers know of employees who incur expenses which are not reimbursed 
and which would qualify for tax relief from HMRC? 
• If so, why are these expenses not reimbursed and do employers know if 

employees are claiming a tax relief from HMRC? 
 

3.44. Employers are usually aware of the employees (or categories of employees) who incur 
work-related-expenses that are not reimbursed and which qualify for tax relief from 
HMRC.   
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3.45. As observed earlier, examples of employees affected are commonly found in industry 
sectors which involve the wearing of uniforms, overalls, safety wear or pay reduced 
mileage allowance rates.   

 
3.46. In the education sector it is common for schools, colleges or universities not to reimburse 

travelling and subsistence expenses incurred when an employee is away from their normal 
place of work, simply because it has not been provided for within budget. 

 
3.47. In a bid to save costs some employers adopt a policy of not reimbursing expenses 

incurred.  Instead, they will advise their employees to apply for tax relief. In many 
instances, tax relief is only claimed when an employee is approached by a third-party 
offering to make a claim on the employee’s behalf in return for a payment of commission. 

 
Question 8 
Has the type and amount of expenses employees incur changed in the last 5-10 
years and, if so, how and why? 
• Does this vary by sector or the type of expense? 

 
3.48. AAT does not have access to suitable data to comment on whether the type and amount of 

expenses incurred has changed over the last 5-10 years but naturally the type of expense 
and level of reimbursement will vary by sector.  
 

3.49. As previously observed, manufacturing and service industries have a tendency to 
reimburse the same expenditure at lower rates than professional services businesses. 

 
Question 9 
Has the type and amount of expenses employers reimburse changed in the last 5-10 
years and, if so, how and why? 
• Does this vary by sector or the type of expense? 

 
3.50. AAT does not have access to the data required to answer this question. 

 
Question 10 
Do you think the scope of the current tax relief for employee expenses reflects the 
expenses employees have today? 
• Are there any types of expenses that are currently eligible for relief where that no 

longer seems appropriate, and why? 
• Are there any expenses which don’t fall within the current exemption which you 

think should and why? 
 

3.51. The scope of tax relief available is still appropriate for most employment relationships.   
 

3.52. Over the last decade there has been a growing trend for employees to work from home. In 
recognising this fact AAT believes there should be a review of the allowances available to 
home-workers as they often incur costs associated with dedicating room in their home for 
their work.   

 
3.53. This usually means additional heating and lighting bills as well as the purchase of 

equipment, stationery, furniture etc. As these items often have a dual purpose, they can be 
overlooked by both HMRC and the employer.  

 
Question 11 
Do HMRC’s rules on expenses guide employers’ expense policies? For example, do 
some employers only reimburse expenses which qualify for a tax relief? 

 
3.54. The legislation relating to claiming expenses which are wholly, exclusively and necessarily 

incurred in the proper performance of an employee's duties per s.336 ITEPA 2003 usually 
encompass those expenses which an employee can claim back from an employer.  
 

3.55. However, where an employer reimburses expenses which fall outside of these rules, for 
example parking fines, un-receipted expenses, excessive personal incidental expenses, 
team rewards etc., such expenses are reported to HMRC using their end of year expenses 
and benefits form P11D or disclosed in payroll or in a PAYE Settlement.   
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Question 12 
Do employees know the rules for expenses and how to claim for expenses which are 
not reimbursed? 
• How do employees find this information? 

 
3.56. In instances where employers have clear expense policies, supported by well trained and 

knowledgeable line management staff, it follows that their employees will have a clear 
understanding of their entitlement to make an expense claim.   
 

3.57. Conversely, where this is not the position employees are likely to have a poor 
understanding of how to claim for expenses not reimbursed.  

 
3.58. While some employees will resort to reading Gov.UK guidance, which is generic in nature, 

others will rely on their accountant or tax adviser or other third-party agencies to claim any 
tax relief available in return for a payment of a fee or commission. 

 
Question 13 
Do employees usually claim directly or indirectly from HMRC? 
• Why do employees claim in different ways and does this vary by the type of 

expenses? 
• Do employees use agents to claim on their behalf? If so, why do employees do 

this? How much are they claiming for and how much does it cost to use an 
agent? Please provide data if possible. 

• Do you think the use of agents has become more widespread? If yes, why do you 
think this is the case? Please provide data if possible. 

• Do employers ever claim a tax relief for expenses which aren’t reimbursed from 
HMRC on their employee’s behalf? If so, why? 

 
3.59. There are myriad of reasons why employees make claims in different ways. These range 

from a lack of confidence, or understanding of the tax-system, through to being too busy to 
make a personal claim. The less an employee understands of the tax system the more 
likely they are using an agent to make a recovery-claim on their behalf. 
 

3.60. The use of HVRAs has grown substantially in recent years and they have gained an 
improved knowledge of which employees to approach based on the nature of the work 
they undertake and the industry sector that they work in.  

 
3.61. In recent years, they have made prolific use of social media to reach and grow their target 

market. Their key demographic are those working in the trades and care sector. 
 

3.62. Aside from friends, family and trusted-help there are two main forms of agents. The 
traditional accountant or tax adviser and high volume repayment agents (HVRAs) 
organisations.  

 
3.63. HVRAs operate a commission based fee model. In some circumstances engaging an 

HVRA could be beneficial for the employee but there is also an inherent risk that they are 
likely to believe whatever an HVRA tells them.  There have been instances where 
taxpayers have been required to repay to HMRC all of the tax paid to them on a pay-now-
check-later basis when a claim made on their behalf by an HVRA has subsequently been 
found to be wholly incorrect.  

 
3.64. This has left the taxpayer out of pocket through an inability to recover the commission 

deducted from the repayment. It is custom and practice for HVRAs to require taxpayers to 
sign documentation authorising HMRC to remit all monies due to them where upon receipt, 
commission will be deducted from the gross tax recovered before the balance is remitted 
to the taxpayer. 

 
3.65. Some less scrupulous HVRAs have been found to be filing repayment claims in respect of 

uniforms and travelling expenses where neither the employees nor the expense existed. 
However, the digitisation of tax records should help put a stop to such unorthodox 
practices. 

 
 
Question 14 
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Are flat rate expense allowances still appropriate? 
• If flat rate expenses allowances were not available, would employers reimburse 

these expenses? 
 

3.66. Flat rate expense allowances are still appropriate, especially in sectors where employees 
work away from the physical location of their employer for days at a time. For example, 
lorry drivers, sales people and others who regularly work away. The existence of a flat rate 
allowance makes it administratively easier for an employer to control expenditure and for 
the employee to understand their employer’s expense recovery process.  
 

3.67. If flat rate allowances were no longer available, employees would still be entitled to recover 
the actual costs incurred. 

 
3.68. Some employers may still wish to pay flat rate expenses regardless of an ability to pay 

them tax free.  It would seem sensible to leave these in place. 
 

Question 15 
Do you have any other suggestions for how the tax rules could be made clearer or 
their administration could be simplified for employers and employees? 

 
3.69. An expense incurred wholly, solely, exclusively and necessarily on behalf of a business 

qualifies for tax relief. It is a very clear concept which has stood the test of time. As a 
result, AAT recommends that it continue. 
 

3.70. Unfortunately, the same cannot be said for HMRC travel and subsistence guidance which 
most employers find burdensome, complicated and difficult to adequately explain to 
employees. AAT therefore considers that travel and subsistence guidance should be 
reviewed as soon as possible. 

 
3.71. HMRC should consult with employers, agents and representative bodies to construct this 

material to ensure it is a user-friendly, quick and easy reference point.  The guidance 
should cover the 5 most frequently encountered scenarios rather than trying to cover every 
potential outcome.  

 
Question 15 (continued) 
How could HMRC make it easier for employees to claim the tax relief directly and do 
employees know that making a claim directly from HMRC is a free service? 

 
3.72. HMRC should also explore how it could be made easier for employees to claim tax relief 

direct from HMRC as a means of reducing the administrative burden for taxpayers. 
 

3.73. This could be achieved through the introduction of a blended approach for example using 
information and prompts via a taxpayers personal tax account, harnessing social media 
and other more traditional forms of media.  

 
Question 16 
How do you expect expense practices to change in future? 
• Do respondents think there will be a wider range of employee expenses? 
• Will the type of expenses employees pay, and claim for, change? 
• What factors will influence employers’ decisions whether to reimburse or not in 

future? Will employers be less inclined to reimburse certain expenses? 
• What are the contributing factors to these changes? 

 
3.74. The type of expenses claimed will not change significantly in the foreseeable future.  

People will still need to travel, stay away on business and incur costs on behalf of their 
employer.   
 

3.75. However, through the growth in employers digitising their expense-handling processes the 
way expenses are claimed is likely to change significantly in the short to medium term.  

 
3.76. Many employers already use cashless expenses systems to counter fraud, reduce errors 

and feed directly though into the income statements of the business. A by-product of this is 
that the claiming of expenses can seem much less personal, as it often means the 
employee is not being reimbursed for the expense directly.   
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3.77. Employers are likely to be more inclined to reimburse expenses which purely meet the 

needs of the business rather than rewarding the employee.   
 

Question 17 
Are there areas of the tax treatment for expenses that the government should 
explore further? 

 
3.78. New registrations of plug-in cars increased from 3,500 in 2013 to almost 100,000 by the 

end of April 20172, with the clear majority being company cars. Although this remains only 
a small proportion of the company car market, over two thirds of company car drivers 
(69%) would consider driving an electric vehicle if they were offered one by their employer. 
Clearly this has significant implications for the tax treatment of such cars3. 
 

3.79. With the number of employees working from home significantly increasing from 3.4m in 
2005 to 4.2m in 2015, it is also clear that home working expenses should be re-evaluated. 

 
3.80. AAT believes that the exclusion of health screening and a workplace gym facility from the 

list of benefits in kind which will continue to enjoy additional savings from the use of salary 
sacrifice was short sighted. These two, with greater use and with greater flexibility in terms 
of provision by employers would have a much bigger effect on employees’ health, and, 
consequently, a reduction in the reliance on the National Health Service, than the Cycle to 
Work scheme ever could. However, of the three arrangements, the Government decided to 
retain the Cycle to Work scheme. 

 
3.81. A review should also be undertaken to  examine those employee expenses that are taxed 

and NIC’d unnecessarily, thereby creating an advantage for the exchequer.  
 
 
4. About AAT 
 

4.1. 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 over 4,250 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 
 
 
 

              

                                                      
2 http://www.nextgreencar.com/electric-cars/statistics/ 
3 http://www.fleetnews.co.uk/fleet-management/environment/fleets-must-ask-critical-ev-questions 
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