Editorial

Seeing the Bigger Picture

By Ian Hayes, Chairman of the Tax Faculty Technical Committee
And so to bed said Zebedee, or something like that. Not for us poor sons of toil this year, we've got tax returns to deal with – and how! Budgets normally create a flurry of activity as the changes are digested and swallowed but come school holidays, it's all over bar the shouting and we can go away for a well earned rest. Not for much longer, though – by 2008 this will be a distant memory.

And why should this be? Well, we have new anti-avoidance disclosure rules for direct tax; changes to settlements legislation, moderated somewhat because of a nationwide outcry, but still leaving our clients sorely in need of help and assistance; proposals to change and advance the tax return season, with the pleasurable prospect of training our staff to do it digitally; heavy rules to combat MTIC fraud (is it really £7 billion lost?); AND real cuts in the number of HMRC staff. Did I mention retrospection?

So why am I unusually so hot under the collar? It's because I am concerned at the way tax changes and legislation are now handled – with no clear rhyme or reason. If I don't speak up, who will? It now seems as though anything is fair as long as revenue keeps flowing. Two years after the merger of Revenue and Customs we are presented with changes that increase tax compliance burdens geometrically, which are not consistent or properly thought out, and with little or no relevant consultation. 

One area which looked very promising was corporation tax. Potential changes were extensively consulted upon with well considered documents, meetings and follow up briefings. And what substantial changes have appeared? None, though we did have a zero rate for a while which, no surprise, became a tax avoidance tool and was quickly dispatched. 

We have proposals about tax in the boardroom and corporate ethics but where are the constructive tax changes? Changes to group relief eligibility and other knee-jerk reactions to ECJ decisions hardly count. I accept that the needs of the UK Treasury are paramount but I would criticise the fact that the ECJ decisions were not foreseen, that the changes themselves may be the subject of challenge and in any event they will add further layers of complexity for the honest tax complier, which most are!

And then we had substantial consultation on the taxation of trusts, to which many organisations put in their considered responses and comments. What appears? Proposals for more changes which bear no resemblance whatsoever to any of the issues subject to the consultation. Why were these IHT proposals not dealt with at the same time? Is HMRC unable to see the bigger picture as it affects the taxpayer?

Who is responsible for tax policy now? Under Sir Gus O'Donnell's proposals, and I am a supporter, policy was to be moved to the Treasury and implementation to rest with HMRC. Very high quality staff were recruited by the Treasury and parachuted to the top. Why, then, are HMRC consulting on so many tax policy issues and what degree of liaison or demarcation exists between the two bodies?

Is there a need to bang heads together? Our tax system is too precious to ruin by ill tempered meddling. We need revenue to be consistent and a system that taxpayers can understand and apply. The new structure is well capable of working. We must expect our elected representatives and our civil servants to work together to make sure it does Can we please all look at the big picture?

A while ago an ex-Shadow Chancellor told me that no tax changes would occur unless there were votes in it. OK he was in opposition but the sentiment expressed is frightening and widespread. We elect governments to govern and they come into office with heavy baggage – the manifesto and their election promises. The most we can do is hope that they fulfil them. More than that we must require them to exercise judgement and govern. Votes are important and our way of determining democratic will, but there is an overriding need to take hard decisions sometimes which fly in the face of popularity. 

In the Faculty we think progress has been made and that the concept of inclusive taxation is beginning to take hold. Ideas become papers, papers become consultation documents, and stakeholders comment, suggest and point out details, so that the end product is one we all support. So the theory goes, and it can work; look at the Tax Law Re-Write programme as an example of co-operative working. 

Unfortunately the reality is that Government itself is not sufficiently or wholly committed to the idea. It pays lip service as a matter of spin or to keep the voters quiet, but when the issue is real money, tax revenue or income lost to the avoiders or evaders, changes are wheeled in with no notice, no impact analysis or consultation. It is too easy to revert to a system of tax law made on the hoof. 

Chartered accountants are law abiding citizens. We believe in the law and the upkeep of that law in a just and reasonable way. We want to help, to participate and to produce a great tax system for the 21st century.  If it does not happen it will not be for lack of our enthusiasm or support, it will be because Government has gone for the short term gain and in so doing has run away from the right-minded and harder choice. 

Whatever the hue of our next government, they must do the right thing!

