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1. Introduction 
 

1.1. The Association of Accounting Technicians (AAT) is pleased to respond to HM Treasury 
consultation on Economic crime levy, published on 21 July 2020. 
 

1.2. AAT is submitting this response on behalf of our membership and for the wider public benefit.  
 
 

2. Executive summary  
 
2.1. AAT understands and supports the desire to increase investment to combat economic 

crime and recognises that establishing a consistent, sustainable resource for AML 
purposes in the UK is paramount.  
However, the proposed introduction of the levy as a means of achieving this is another financial 
burden on a sector already under strain. This proposal comes at a time when regulated 
businesses within the UK are in a state of flux and many are in crisis management, operating in 
considerable uncertainty. 

 
2.2. AAT believes anything other than a centralised, single public agency will prove 

inefficient and problematic.  

A model involving collection by AML supervisors would add disproportionate administrative 

burdens and costs on those bodies and risks a lack of consistency. A centralised, single public 

agency model would ensure greater compliance whilst providing clear accountability and 

consistency of the collection and enforcement of the levy.     

 
2.3. AAT understands that calculating the levy rate has demonstrated a challenge in ensuring 

it is proportionate and reflective of risk, while also being simple to calculate, predictable, 
and cost-effective to collect and administer.  
Whilst AAT agrees that revenue should be the basis of any levy model, there must be a clear 
risk-based structure that backs up any metrics used for calculating the levy rate.  

 
 
3. AAT response to the consultation paper  

 
Levy calculation 
 
Question 5: Do you agree with our proposal that revenue from UK business should form 
the basis of the levy calculation? Please explain your reasoning. 
 

3.1 AAT considers that using revenue as the levy base aligns most with the design principles of 
proportionality, transparency, and enabling clear calculations. However, it must be considered 
that defining revenue across parts of the AML-regulated sector may be a challenge as some 
parts of the regulated sector (e.g. financial institutions) use alternative metrics as part of their 
financial statements. Likewise, questions remain as to whether revenue should be based on a 
business’ total UK revenue vs the revenue it makes only from regulated activity. As such, in 
order to ensure consistency of approach, a common taxonomy of revenue is required for the 
levy.  
 
Question 7: Do you believe other levy bases would provide a better basis for the levy 
calculation? These could be the ones outlined in Table 4.A or those not considered in the 
consultation document. 

 
3.2 AAT’s primary concern is that there must be a clear risk-based structure that backs up any levy 

basis calculation. Whilst revenue provides proportionality as it reflects volumes of business and 
ensures most parts of the AML-regulated sector will contribute, AAT does not consider there to 
be one metric that can satisfy all the levy principles. We agree it is, therefore, a case of 
evaluating which metric can best meet the principles while resulting in the fewest drawbacks. 
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3.3 Of the other options, AAT is of the view that calculating levy proportionate to the number of 

SARs submitted would be proportionate to risk if the levy was applied to sectors rather than on 
an individual company basis. As referenced in the consultation document, this option would 
afford clear calculation based on the availability of data and would be simple and transparent. 
AAT notes the view that this option would potentially incentivise non-reporting or entrench poor 
reporting behaviour, however, contends that by implementing this by sector rather than by 
company, this would be sufficiently mitigated.   

 

Question 8: Should a fixed percentage or banded approach be taken to utilising revenue 
as a metric? Please explain your reasoning. 

 

3.4 AAT believes that the banded approach may prove challenging and risk complexity where 
businesses straddle bands or have significantly fluctuating revenues. It also risks creating a less 
proportionate burden on businesses at the lower end of the ranges. A fixed percentage would 
support the principle of proportionality and affordability. It would be simple to calculate and 
could be predictable for businesses at all levels. 
 
Question 9: What are your views on the principle of exempting small businesses from 
paying the levy, and on the level of a potential threshold? 
 

3.5 Whilst exempting small businesses may reduce the levy’s proportionality to money laundering 
risk as some businesses exempted through the threshold are likely to still pose a money 
laundering risk, AAT agrees with the principle for the exemption. The proposed threshold of 
£10.2million ensures a reduction of the overall compliance burden, through reducing the 
number of businesses that must submit revenue data. Furthermore, it acts as protection for 
those small businesses which would struggle to meet the payment of any more overhead costs 
of operation.  
 

Question 10: What are your views on having businesses below the threshold 
subject to a small flat fee? 
 

3.6 Once again, proportionality is key here. The imposition of a flat fee on a business just below the 
threshold with a revenue of £10million would be far less damaging than the impact of the same 
levy on a business with revenues of £1million. Crucially it depends on the definition of ‘small 
fee’. AAT has considered whether there should either be a de minimis  cut off level, or a set 
level (percentage) of revenue as a basis for those businesses below the threshold but 
recognises that the challenges of calculation and collection for this would potentially outweigh 
the cost-effectiveness of such an approach.   
 
Question 11: Do you believe the small business threshold should be determined by 
reference to revenue alone or to all three of the Companies Act 2006 criteria? Please 
explain your reasoning. 
 

3.7 Using the Companies Act small company threshold as the classification of a small business, by 
reference to additional qualifying criteria, provides for a more robust metric in determining 
exemptions. This will provide a consistency of approach that many businesses are accustomed 
to. Whilst the size of a business is not a reflection on the money laundering risks it poses, this 
may be a necessary consequence of ensuring the viability and sustainability of the levy. The 
criteria will guarantee cost-effective raising of funds, as the costs for smaller businesses of 
calculating the levy could be higher than the amount they contribute, thus exempting these 
business removes this inefficiency. 
 
Question 13: How do you think money laundering risk should be accounted for in the 
levy calculation? 

 

3.8 AAT suggests the need for a sophisticated but clear risk-based structure that backs up any levy 
calculation. One option would be to give each firm an individual risk-weighting based on what 
they have done to prevent and report money laundering. In doing this the government could 
effectively incentivise firms to adopt better, more secure processes. Such a rating model would 
have to be separate from the National Risk Assessment (NRA) ratings. Using the NRA may 
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undermine private sector appetite to input intelligence into the assessment process and the 

NRA methodology was not designed with this purpose in mind. 
 

Question 14: Do you believe using number of SARs reported as a metric through a 
banded approach would be an appropriate means of achieving this objective? Please 
explain your reasoning. 

 

3.9 Legal obligations should outweigh the risk that using the number of SARs may disincentivise 
reporting. However, AAT is aware that there are concerns that certain sectors under-report now 
and therefore using such a metric could be perceived as penalising regulated entities for doing 
the right thing. AAT considers that using a banded approach to utilising SARs as a metric and 
extending the reference period over multiple years would minimise this perception. For 
example, if a business has submitted over 10,000 SARs a year for the last 3 years it’s levy 
liability could be increased.  
 

3.10 Looking at the accountancy sector, based on the National Crime Agency NCA) annual report[1] 
for the year April 2018-March 2019, accountants and tax advisers submitted 5,055 SARS - a 
mere 1.06% of the total, which also represents a reduction of 1.65% on the previous year. 
These statistics suggest that the regulated sector should probably not be the key area of 
concern for Government. The unregulated sector provides a much more attractive proposition 
for anyone seeking to launder money as AAT has repeatedly stated. 
 
Collecting the levy 
 
Question 25: Do you think the agency should issue a notice to file or that businesses 
should be required to submit a return proactively? Please explain your reasoning. 

 
3.11 AAT considers a centralised, public agency model the most suitable for this activity. This model 

would ensure greater compliance whilst providing clear accountability and consistency of the 
collection and enforcement of the levy. Whilst initial additional costs may be incurred due to 
chasing payments, AAT believes this would still be the position under a system which requires a 
business to submit proactively. In the longer term, a notice to file is likely to be more cost-
effective, once the initial collection infrastructure is in place under a single agency model. 

 

Question 26: Do you think all businesses should report their levy liability to the agency? 
If not, do you think small businesses should report a nil declaration or nothing at all? 

3.12 Requiring all businesses to report their levy liability to the agency could be seen to ensure 
transparency and compliance. This might also be perceived to represent solidarity among 
regulated entities. In addition, AAT considers that such an approach would potentially legislate 
against the possibility of firms purposely restructuring to fall below the threshold. However, what 
would the agency do with this additional information and what extra administrative burden might 
this represent? To that end, requesting small businesses to report a nil declaration would 
reduce this burden whilst still put a requirement on those businesses to declare their position,   

 

Question 27: Do you agree with the proposed approach for calculating the levy rate, 
invoicing, and payment of the levy? If not, please explain why. 

 

3.13 AAT is content with the recommended approach to invoicing and enforcement of the levy 
through a centralised single agency model. On the subject matter of levy calculation, whilst 
revenue provides some proportionality, it does not fully account for money laundering risk and 
some combination of size and risk is desirable. AAT suggests that a more sophisticated 
approach to risk-weighting to be considered alongside revenue. Equally, there needs to be 
transparency as to the operational or strategic plan of the levy income including an explanation 
of what the costs relate to or how they might evolve over time. There needs to be a clear and 
consistent process ensuring a uniform approach is taken to promoting consistency in enforcing 
the proposed levy. 
 

 
[1] National Crime Agency, Annual report 2019: 
https://nationalcrimeagency.gov.uk/who-we-are/publications/390-sars-annual-report-2019/file 

https://nationalcrimeagency.gov.uk/who-we-are/publications/390-sars-annual-report-2019/file
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3.14 Whilst now that OPBAS is more established the operational dynamics between it as an 
overarching regulator for professional supervisory bodies are working effectively, there were 
issues when the body was established. The main pitfalls from AAT’s perspective were the lack 
of clarity around its objectives, how its creation was therefore going to deliver improvements 
and finally the complete lack of certainty around the funding arrangements. AAT would therefore 
hope that lessons would be learned from that and that HM Treasury would not repeat these 
shortcomings.  

 
Non-compliance 

Question 28: What are your views on the proposed compliance framework in a single 
agency model? 

 

3.15 AAT supports the principles of the non-compliance penalty framework proposed and considers 
it appropriate that a centralised public agency has responsibility for collecting this debt. 
However, in the interest of transparency, guidance should be provided on the metrics to be 
used in establishing fine rates. 
 
Question 29: Do you agree that supervisors should be able to determine the frequency of 
reporting and payment, provided they transfer levy payments to the government a 
maximum of a year after the end of a business’ accounting period? 

 
3.16 We are fundamentally opposed to the idea of supervisors being responsible for the levy, 

including receiving and appraising any data relating to revenue declaration. Overall, we believe 
that the burden of the administrative systems required to be set up in each supervisory body is 
disproportionate and that any levy collection should be a centralised, public agency 
responsibility. 

 

Question 30: What are your views on the supervisor carrying out compliance activity as 
set out above? 

 
3.17 As set out in the response to question 29, AAT is fundamentally opposed to the idea of 

supervisors being responsible for the levy, including receiving and appraising any data relating 
to revenue declaration. Such a model risks greater inconsistency of compliance activity due to 
disproportionate and differing levels of operating models/systems across the supervisory cohort 
making it difficult to administer. 
 
Question 31: Which model do you prefer? Please explain why. Do you have suggestions 
on any other models that may be used? 

 
3.18 AAT believes that the best operating model would be under the centralised public agency model 

in order to ensure consistency, and to demonstrate the centralised regulatory nature of the levy 
that it is funding. Currently, there are no standard structures to allow for non-organisational levy 
collection. Any such structure would place a significant administrative and cost burden on all 
bodies, creating greater inconsistency in compliance activity due to differing operating models 
and available resources.  
 
Question 32: If you are a supervisor, what do you estimate your costs would be in each 
model? 

 
3.19 Any potential resources and overall costs to undertake such a data and levy exercise under 

each model can only be assessed on the basis of detailed proposals with fully mapped 

processes. However, AAT is familiar with the resources required for collection of membership 

fees. These are extensive, without factoring in additional processes involving outside bodies 

such as whichever agency the levies would be passed on to. For all supervisors to set up new 

systems to support this proposal would result in very significant costs across the supervisors, 

which would need to be recouped from the levy funds. 
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4 About AAT 
 

4.1 AAT is a professional accountancy body with approximately 50,000 full and fellow members and 
over 80,000 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 Adam Williamson, AAT Head of Professional Standards, at: 

 
E-mail: adam.williamson@aat.org.uk   Telephone: 020 7367 1360 
 
Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY  
 

08 October 2020 
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